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Financial highlights 

(in millions, except per share figures) 

Net revenues 

Operating profit 

Net income 

Diluted EPS from continuing operations 

Free cash flow * 

Stock price at year-end 

Market capitalization at year-end 

2015 

$ 153,290 

$ 9,454 

$ 5,239 

$ 4.62 

$ 6,456 

$ 97.77 

$ 107,645 

2014 % change 

$ 139,367 10.0% 

$ 8,799 7.4% 

$ 4,644 12.8% 

$ 3.96 16.8% 

$ 6,516 (0.9%) 

$ 96.31 1.5% 

$ 109,800 (2.0%) 

• Free cash Mow is defined as net cash provided by operating activities less net adcitions to properties and equipment O.e .. additions to property and equipment 
plus proceeds from sale-leaseback transactions). 

Net revenue 
in billions of dollars 

107.1 123.1 126.8 139.4 153.3 

~ 

11 12 13 14 15 

Diluted EPS from 
continuing operations 
in dollars 

2.59 3.02 3.75 3.96 4.62 

11 12 13 14 15 

Annual cash dividends 
in dollars per common share 

0.50 0.65 0.90 1.10 1.40 

DD 
11 12 13 14 15 



Dear Fellow Shareholders: 

CVS Health enjoyed a successful 2015 that was highlighted by 

excellent performance across our enterprise andl two key acquisitions 

that support our strategy for growth in an evolving health care market. 

That strategy is focused on creating superior value for patients, payors, 

and providers through an unmatched suite of integrated assets. 

From our nationwide retail footprint to our leading pharmacy benefits man
agement (PBM) and specialty businesses, and now our leading presence 
in long-term pharmacy care, we have forged a competitive advantage that 
is helping us benefit from a broad range of market trends. They include 
the implementation of the Affordable Care Act, the aging U.S. population, 
and increased prescription utilization. Of the roughly 710 million pre
scriptions added to the market over the past five years, CVS Health has 
captured 39 percent through one of our dispensing channels. In other 
words, we are growing our share of an expanding market. 

CVS Health is truly a one-of-a-kind company that helps patients 
get the care they need through the channel that works best for 
them. Products such as Maintenance Choice®, Specialty Connect™, 
and Pharmacy Advisor® remain unmatched in the marketplace. In 
specialty, we have unparalleled capabilities to holistically manage 
patients, provide clinical support, and drive superior outcomes. As 
clients look to drive down overall health care costs, our growing 
volumes-along with our Red Oak generic sourcing venture with 
Cardinal Health-create unparalleled scale and purchasing exper
tise that help them best accomplish this. 

And we certainly aren't standing still. We broadened our reach in 
2015 with the acquisition of Omnicare, the nation's leading provider of 
pharmacy services to the long-term care market. Omnicare dispenses 
100 million scripts annually to approximately 2 million patients. We 
also grew our core pharmacy business with the purchase of more 
than 1,670 pharmacies and nearly 80 retail clinics from Target 
Corporation. This transaction, which closed in December, expanded 
our pharmacy count by 20 percent and our number of clinics by 
8 percent. I'll have more to say about both of these acquisitions, but 
let me first offer a brief overview of CVS Health's financial performance. 

Larry J. Merlo 
President and Ch1et Executive Officer 



Record revenue and earnings helped us return more 
than $6 billion to shareholders 

Once again, we met or exceeded all of our key financial 
targets through our ongoing focus on three pillars that 
we consider essential to maximizing shareholder value: 

• Productive, long-term growth; 

• Generating significant free cash flow; and 

• Optimizing capital allocation. 

Net revenues for the year increased 10 percent to a 
record $153 billion, while adjusted earnings per share 
(EPS) rose nearly 15 percent to $5.16 on a comparable 
basis. That excludes amortization, acquisition-related 
costs, and a charge related to a disputed 1999 legal 
settlement in 2015; it excludes amortization and the loss 
on the early extinguishment of debt in 2014. Looking 
back at the steady state targets we introduced in 2010 
for the subsequent five-year period, I am happy to report 
that the company's growth hit the higher end of each 
target range. Operating profit has risen at a 1 0 percent 
compounded annual growth rate (CAGR), while adjusted 
EPS has grown at a 14 percent CAGR. 

CVS Health generated $6.5 billion in free cash flow during 
2015 and returned more than $6 billion to shareholders 
through dividends and share repurchases. Our board of 
directors increased our quarterly dividend by 27 percent 
and approved an additional 21 percent increase for 2016. 
That marks our 13th consecutive year of increases and 
keeps us on track to reach a 35 percent dividend payout 
ratio target by 2018. We expect to return more than 
$5 billion to shareholders in 2016 through dividends and 
share repurchases. 

The Omnicare and Target deals represent efficient 
strategic uses of our capital that will help drive long-term 
growth. Even after financing both acquisitions through 
debt, we still have a strong balance sheet with well-lad
dered debt maturities. We maintain a high triple-B credit 
rating that allows CVS Health to continue to effectively 
finance the working capital needs of the company. 

While the stock market has been tumultuous, CVS Health 
shares produced a total return of 2.9 percent in 2015 to 
outperform the major indices. Over the same period, the 
S&P 500 Index and the Dow Jones Industrial Average 
returned 1 .4 percent and 0.2 percent, respectively. We 
have notably outperformed these indices on a three-, 
five-, and 10-year basis as well. 

High retention rates and new business wins reflect the 
value of the CVS Caremark® PBM model 

The capabilities of CVS Caremark remain unmatched in 
the PBM marketplace, fueling strong top- and bottom-line 
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growth in 2015. Another highly successful selling season 
resulted in $14.8 billion in gross new client business 
to start 2016. While health plans accounted for roughly 
80 percent of our wins, we were also very successful in 
the employer segment with more than 90 new clients 
totaling $1.8 billion in revenue. With a 98 percent client 
retention rate, net new client business for 2016 totaled 
$12.7 billion. 

ADDING SHAREHOLDER VALUE 

CVS IH!eaim1 geD11eiraitedl $6.5 bomoD11 
in f1ree cash flow dluriing 2015 a111dl 
reiJ:IL.nmedl moire U11aiD11 $6 lbomoD11 to 
shlairehloldleirs thrn11..Ughl dlovodleD11ds 
aiD11d share rep11..Uirclhases. 

We are winning with our strong record of service and 
execution, our competitive pricing, and by bringing 
unique solutions to the market to meet a broad range 
of client concerns. Surveys have shown that cost 
control is our clients' top priority. This is followed by 
a variety of additional factors, with each of our client 
channels having different priorities. Our flexibility and 
expertise in addressing them has certainly been key 
to our success. 

We led the market with the first formulary exclusions in 
2012, ensuring patient access to high-quality medications 
at the lowest possible cost to clients. Since that time, 
we've identified additional exclusions on an annual 
basis. Most recently, we took bold steps in 2015 with 
Hepatitis C medications and PCSK9 inhibitors. These 
expensive therapies are key potential drivers of rising 
costs--or "trend"-for clients. Through our strategies, we 
expect to have saved clients S6.4 billion for the five-year 
period through 2016. Oversight and strategic pharmacy 
management cut our clients' trend by more than half in 
2015, despite record levels of drug price increases. This 
past year we also launched a valuable surveillance and 
reporting tool-Interactive Rx Insights-that allows our 
sales team to simulate the impact of plan designs and 
show clients how specific solutions reduce the impact of 
trend drivers. 

Our Medicare Part D (Med D) business had another 
successful Annual Enrollment Period for 2016. The 
SilverScript® Prescription Drug Plan (PDP) added 500,000 
lives, raising total enrollment to 5 million captive PDP 
lives, including Employee Group Waiver Plans. When 



adding the Med D lives we manage for our health plan 
clients, the total rises to more than 11 million Med D 
lives under management, up 41 percent from the prior 
year, and making us the clear leader in the Med D space. 
Through our enterprise clinical capabilities, we have 
an unmatched ability to drive Med D Star ratings-for 
SilverScript as well as our health plan clients' offerings. 
In fact, SilverScript was the largest PDP to achieve a 
four-star rating, and 73 percent of our clients' lives were 
enrolled in a high performing plan for the 2016 plan year. 

Our specialty business, with its breadth of offerings, 
has been a key driver of revenue gains 

Throughout 2015, we continued to capture an outsized 
share of the specialty market, the industry's fastest-grow
ing sector. Our CVS Specialty™ business is the nation's 
largest, and our growth has outpaced both the industry 
overall and that of our nearest competitor. In 2015, 
revenues from the specialty drugs we dispensed and 
managed across the enterprise totaled nearly $40 billion, 
increasing 32 percent over the prior year. 

CVS Specialty offers all the traditional capabilities that 
payors expect from a specialty pharmacy. We've raised 
the bar as well by offering a unique range of differen
tiated solutions through our integrated model. Take 
our highly popular Specialty Connect™ offering, which 
gives specialty patients the option of picking up their 

Gross new business 
wins to start 2016 

medications at any CVS Pharmacy® location or having 
the medication delivered by mail. More than 54 percent 
of our specialty patients prefer in-store pickup-along 
with the opportunity to consult with a pharmacist face
to-face-and we've served more than 100,000 of them 
in this way since we rolled out the program in 2014. 
Among specialty patients that opt for in-store pickup, 
we've seen adherence improve by 11 .4 percent. 

Our differentiated offerings also include Accordant® rare 
disease case management and Coram® infusion services, 
both of which make CVS Specialty particularly attractive 
to manufacturers who want to launch new drugs through 
limited distribution networks. Only CVS Specialty has the 
Novologix® technology platform, enabling us to help our 
clients manage all specialty medications including those 
paid under the medical benefit. 

Retail pharmacy growth has outpaced our competitors 
while the Target deal further broadens our reach 

At CVS Pharmacy, same store sales increased 1 . 7 percent 
in 2015. Pharmacy same store sales rose 4.5 percent, 
while front store same store sales decreased 5 percent, 
driven primarily by our exit from tobacco sales in 2014. 
CVS Pharmacy filled 21 .6 percent of all retail prescriptions 
in 2015 to lead the U.S. retail drugstore market. In fact, 
our retail prescription business has grown at twice the 
rate of the overall market since 2010. 

lf (§ $40 billion 
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J 84% Health Plan 

D 12% Employer 

D 4% Government 

With a client retention rate 
of 98%, net new business 
for 2016 totaled $12.78 

in revenues from specialty drugs 
dispensed and managed across the enterprise 

of all retail prescriptions 
in 2015 to lead the U.S.· retail 
drugstore market 
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Although our integrated model has certainly played 
a key role in these results, nearly 44 percent of our 
prescription growth since 2013 has been driven by 
share gains from non-CVS Caremark payors. This is due 
in part to the many programs we have put in place to 
provide all customers with excellent service and value. 
Our growth has also led to valuable economies of scale. 
For example, our labor cost to fill prescriptions has fallen 
by approximately 13 percent (excluding wage inflation) 
over the past five years. 

Our stores are also playing an important role in what we 
call the retailization of health care. With the rise in con
sumer-directed health plans, it is imperative that patients 
stay on their medications. We encourage appropriate 
patient behavior through our industry-leading adherence 
programs. Additionally, the Affordable Care Act has led 
increasing numbers of individuals to choose their own 
health plans on public exchanges. We can effectively 
support health plan partners with in-store displays and 
service centers that support their outreach efforts. 

I've already touched on the Target deal, which has 
expanded our presence to regions such as Seattle, Den
ver, Portland, and Salt Lake City. Across the enterprise, 
you can now find a CVS Health location in every U.S. 
state. We are currently in the process of rebranding these 
assets as CVS Pharmacy® and MinuteClinic® locations. 
CVS Pharmacy stores have typically filled twice the num
ber of prescriptions as Target pharmacies, so these new 
locations represent a significant opportunity to drive script 
growth and profitability. In addition to the acquired Target 
locations, we opened 161 new stores in 2015. Factoring 
in closings, net units increased by 130 stores. 

For our PBM business, members now have approxi
mately 9,600 CVS Pharmacy locations to choose from. 
That's up from about 7 ,800 in 2014. This enhances the 
relevance of Pharmacy Advisor, Maintenance Choice, 
and our other integrated offerings since more members 
will benefit from easier access to them. 

Health and Beauty and ExtraCare® are driving front store 
gains; CVS MinuteClinic™ expands its scope of services 

In the front of the store, our average basket size in 
2015 (after excluding the impact of our exit from 
tobacco) increased 2 percent-and 4 percent in our 
core health and beauty businesses. These results are 
gratifying given the lackluster trend in overall shopping 
visits across the retail landscape. Health and beauty 
offer higher margins and growth opportunities than 
other front store categories, and we are expanding 
our emphasis on both through a combination of store 
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remodelings, merchandising enhancements, and 
improved product mix. 

Among other front store initiatives, shoppers have 
responded enthusiastically to our expanded healthy 
food options. We've also continued to strengthen our 
position with Hispanic customers, the fastest-growing 
demographic in the United States, by launching CVS 
Pharmacy y mas™ in 12 locations in Miami. These 
stores offer hundreds of Hispanic products and services 
not found in traditional drugstores, and we saw sales 
in the test stores increase by an average of 1 O percent. 
We expect to expand on this concept in 2016. 

We lhlai\/e more waiys DIT'll wlhoclh 
we caill1l aissosfl: paifl:oenfl:s to lhe~p 
dlrn"e adllherence and improve 
outcomes. 

The ExtraCare loyalty program, now in its 18th year, 
continues to play an indispensable role in driving 
profitable front store sales across all our stores. It helps 
identify our higher-value shoppers so we can build on 
our relationship with them through personalized promo
tions. Such shoppers represent 30 percent of our retail 
customer base, but they are responsible for driving more 
than 80 percent of sales in the front of the store. 

It has been more than a year since we stopped selling 
tobacco in our stores, a move that better aligned our 
business practices with our goals as a health care 
company. At the time, we also reasoned that removing 
a convenient location to buy cigarettes could decrease 
overall tobacco use. A new study conducted by our 
CVS Health Research Institute has shown that approxi
mately 95 million fewer packs were sold in states where 
CVS Pharmacy has a 15 percent or greater share of the 
retail pharmacy market compared to states without a 
large CVS Pharmacy presence. We continue to promote 
smoking cessation in a variety of other ways, with our 
30,000 pharmacists and 3, 100 nurse practitioners 
taking the lead. 

The expansion of CVS MinuteClinic continued in 2015, 
with the number of locations at year end totaling 1, 135 
in 33 states and Washington, D.C. That includes the 79 
clinics we acquired from Target. More than 50 percent 
of the U.S. population now lives within 1 O miles of a 



MinuteClinic, and we operate more retail clinics than all 
our competitors combined. CVS MinuteClinic plays an 
important, complementary role with traditional medical 
practices. Through our 2015 implementation of the Epic 
electronic health record platform, we are now sharing 
information with approximately 275 health systems 
and provider organizations. The Epic platform has also 
allowed us to expand the CVS MinuteClinic scope of 
services to cover 28 of the 50 most common primary 
care diagnoses. 

CVS MinuteClinic has been exploring a number of 
transformative digital offerings, such as telehealth, to 
improve access and convenience. This is just one of the 
many ways in which we have been working to enhance 
our digital capabilities across the enterprise to strengthen 
engagement with patients and providers. For example, 
we've added several features to the CVS Pharmacy 
app that have improved the customer experience in 
the pharmacy as well as the front of the store. Benefits 
include improved adherence as well as savings of both 
time and money. 

The aging population has created new growth opportu
nities and was a key driver of our Omnicare acquisition 

The nation's aging population will play a major role in the 
evolving health care market, and it will create new oppor
tunities for CVS Health. The number of people 65 or 
older is expected to grow 18 percent in just the next five 
years-and 38 percent through 2025. This demographic 
utilizes more than double the number of prescriptions 
of the under-65 population, creating a long-term tailwind 
for the industry. Increased utilization, combined with 
growth in specialty medications, is expected to fuel a 
6 percent rise in prescription expenditures annually over 
the next decade. 

With this projected growth in prescription expenditures, 
it's important to keep in mind that pharmacy care remains 
the most cost-effective way of reducing overall health 
care costs. Getting and keeping patients on the neces
sary medications to manage chronic diseases can drive 
billions of dollars in costs out of the system. Compared 
with our peers, we have more ways in which we can 
touch patients to help drive adherence and improve out
comes-from our retail, mail, and specialty pharmacies 
to our MinuteClinic locations and now through Omnicare. 

Approximately 70 percent of people over age 65 are 
likely to require some form of long-term care service and 
support. The Omnicare acquisition bolsters our ability to 
serve this population across the continuum of senior care. 
Omnicare's nationwide footprint includes a significant 
presence in both the assisted living and skilled nursing 

facility settings, giving us broad reach and an ability to 
leverage clinical insights to improve care. 

Through our combined enterprise assets, we will also 
bridge some of the historic gaps in Omnicare's offerings 
to better address the unmet needs of these high-risk 
populations. For example, Omnicare's robust offering 
for the skilled nursing facility market did not include a 
complete solution to address care coordination issues 
during a patient's admittance or discharge. With roughly 
9,600 retail locations, we can ensure the timeliness of 
medication adherence through first-fill and emergency 
prescriptions, reducing the potential for costly hospital 
readmissions. In addition, we've launched an integrated 
discharge solution that will coordinate care and offer the 
CVS Health suite of services to patients returning home. 
We are developing integrated solutions for the assisted 
living, independent living, and home care markets as well. 

Before signing off, I must note with pride the more 
than $80 million we contributed to our communities in 
2015 through the CVS Health Foundation, CVS Health 
Charity Classic, corporate grants, gifts in-kind, and 
employee giving. That total also includes the more than 
$7.5 million raised for the American Lung Association's 
LUNG FORCE as well as Stand Up to Cancer through 
our two in-store campaigns. Moreover, our remarkable 
colleagues volunteered their time to a broad range of 
community outreach programs and donated nearly 
$1 million to the causes they care most about. They also 
supported the CVS Health Employee Relief Fund that 
helps colleagues who have suffered significant hardship 
as a result of a natural disaster, family death, medical 
emergency, or other unforeseen events. 

In closing, I am confident that our leadership across the 
pharmacy spectrum will help us continue to drive supe
rior value for our health care partners and shareholders. 
As we expand our core pharmacy business, we will 
also broaden our reach into new health care channels 
and make investments to drive sustainable enterprise 
growth. On behalf of our board of directors and our 
more than 240,000 colleagues who work hard each and 
every day to help people on their path to better health, 
thank you for investing in CVS Health. 

Larry J. Merlo 
President and Chief Executive Officer 

February 9, 2016 
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Health care is our business, and better 
health is our purpose. So when we 
develop solutions for the substantial 
challenges facing patients, payors, 
and providers, we begin with more 
than just a focus on the bottom line. 
We also start ... with heart. 
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when you start with heart, 

everything 
comes 
together 
Our extensive suite of assets 

positions CVS Health to play 

an important role in solving 

the cost, quality, and access 

issues of an evolving health 

care market. 

When it comes to tackling health care's 

ongoing challenges, more innovative offerings 

are definitely needed. That's why CVS Health 

has assembled the most comprehensive 

suite of assets in the business. Think of us as 

a "category of one." You may know the CVS 

name best for our convenient CVS Pharmacy® 

locations, but we are also a leader in pharmacy 

benefits, specialty pharmacy, infusion, retail 
clinics, and now long-term pharmacy care. This 

combination has allowed us to partner more 

broadly across the health care landscape than our 

competitors, forging strong connections with patients, 

payors, and providers alike. And it has led to integrated 

Innovative 

Approximately 9,600 
CVS Pharmacy® stores 

dispense more prescriptions 
than any other drugstore chain. 

Through face-to-face counseling, our 
pharmacists drive medication 

adherence, close gaps in care, 
and recommend more cost

effective drug therapies. 

CVS Caremark® 
plan designs help 

minimize client costs 
while improving health 

outcomes for 75 million plan 
members. We operate five 

mail order pharmacies and 
offer broad capabilities 

that include formulary 
management and clinical 
services. 

CVS Specialty'"' supports 
individuals with chronic 

,;~.-.·· 
~ 

Our unique clinical programs 
help patients stay on their 

prescribed therapies. Unmatched 
business-to-consumer experience 
helps bring these programs to life, 

and groundbreaking adherence solutions such as Maintenance 

Choice®, Specialty Connect™. and Pharmacy Advisor®. Across our 

enterprise, deep clinical expertise and insights enable us to deliver 

superior outcomes at a lower cost. Moreover, no one possesses 

ensuring appropriate utilization, 
improving outcomes, and 

lowering overall health 

the business-to-business and business-to-consumer capabilities of 

CVS Health. That gives us an edge in an increasingly consumer-directed 

health care environment. 
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At more than 1 , 100 
MinuteClinic® locations, 
our nurse practitioners and 
physician assistants diagnose and 
treat minor health conditions, 
perform health screenings, monitor 
chronic conditions, provide 
wellness services, and 

\ :;'2 \ deliver vaccinations. 

The Novologix® platform 

Our Coram® \\\J--~; " 
business is ~ 

\ 

?~: \ 
one of the nation's f,\ \ 

largest providers of \ "(_~ \ 
comprehensive infusion l · , 

services. It cares for · c ;, 

140,000 patients annually ~ 
through a national network G 

of more than 85 locations 0 
as well as the largest home 

infusion network in the 
United States. 

Omnicare® is a leading 
provider of pharmacy 

services to the long-term 
care market. Acquired 

in 2015, it enhances 
our service offerings to 

address the needs of an 
aging population across 

the continuum of 
senior care. 

allows us to manage claims for 
drugs covered under the medical 
benefit with the same precision 
we apply to pharmacy benefits. Such 
drugs are usually administered 
in a physician's office, an 
infusion suite, or a 
patient's home. 

[Z1 

$153 
billion 
in enterprise revenue in 2015, 
more than 85% in health care 

5 
million 
customers per 
day in our retail 

pharmacies 

~ 
1.9 
billion 
prescriptions 
dispensed 

or managed 
annually 

~f~Hi 
243,000 
colleagues across all 50 states, 
Washington, D.C., Puerto Rico, 
and Brazil 
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when you start with heart, 

you do things 
differently 
CVS Caremark provides clinical solutions that no other pharmacy benefits 

manager (PBM) can match currently. 

Our clients and plan members enjoy all the seNices of a best-in-class PBM. And with easy access to 

CVS Pharmacy locations from coast to coast, members benefit from our unique, integrated solutions. Take 

Maintenance Choice, which gives plan members the option of receiving their maintenance medications 

by mail or picking them up at one of our retail stores. Helping customers get their prescriptions in the way 

that works best for them is one of the keys to driving better outcomes. Our Pharmacy Advisor program 

for patients with chronic conditions engages plan members face-to-face when they fill prescriptions in our 

stores as well as by mail and through our call centers. It has delivered 15.6 million inteNentions to date, 

increasing adherence by 4 percent and reducing gaps in care by 7 .5 percent. For our clients, every member 

who achieves optimal adherence reduces their overall costs. No wonder our PBM satisfaction rate exceeds 

95 percent among clients and members alike. 

0 0 

~ 
Clients have made Maintenance 
Choice available to 

23million 
members to date, and adoption 
continues to grow 
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9,600 
CVS Pharmacy stores 
offer Maintenance 
Choice 

~ 
15.6 million 
interventions delivered 
through Pharmacy Advisor, 
driving 4% improvement 
in adherence 



when you start with heart, 

care 
doesn~t 
take a 
day off 
More than 28 million patient visits have taken place at MinuteClinic 

since its inception, and our physicians assistants and nurse 

practitioners continue to provide high-quality, cost-effective care. 

The nation's largest operator of retail clinics has long been a 

convenient, cost-effective option for the treatment of strep 

throat, ear infections, and other common family ailments. 

Typically found inside CVS Pharmacy stores-and now in 

select Target locations-MinuteClinic is open seven days a 

week with no appointment required. More than 250 insurance 

carriers, offering multiple plans nationwide, now cover its 

visits in-network. The adoption of the Epic electronic health 

record platform has accelerated the expansion of the 

MinuteClinic scope of services. MinuteClinic now treats a 

broader range of acute conditions, adding 11 such conditions 

over the past year alone, including gastrointestinal illness 

and musculoskeletal pain. Through affiliations with 63 major 

health systems, MinuteClinic also provides access to clinical 

support, chronic disease monitoring, and wellness programs. 

As one of the many CVS Health integrated offerings, clients 

have increasingly incorporated MinuteClinic into their 

CVS Caremark plan designs. The result has been improved 

health care access for members and lower costs for clients. 

~n50°/o 
of the U.S. population lives within 
10 miles of a MinuteClinic 

~ 
1,135 
MinuteClinic 
locations 
at the end 
of 2015 

·~ 

63 
affiliations with 
major health 
systems across 
the U.S. 
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when you start with heart, 

a conversation 
goes a long way 
CVS Pharmacy fills more than one in every five prescriptions in the 

United States, and this leadership role positions us to drive improvements 

in medication adherence. 

It's no secret that proper use of prescription drugs is the most cost-effective way of treating illness. Yet 

getting patients on the right regimens and keeping them adherent is a challenge that results in $300 billion 

in avoidable costs annually. With approximately 9,600 retail pharmacies across the country, CVS Pharmacy 

leverages the power of the face-to-face interactions that take place daily between our 30,000 pharmacists 

and our customers. They have helped us achieve the best adherence numbers in the industry. Moreover, 

we use advanced analytics to tailor interventions based on customer preferences and demographics. For 

example, a patient who has been on a medication for many years requires different services than one who is 

picking up a prescription for the very first time. Among our newest solutions, ScriptSync™ enables patients 

with multiple medications to consolidate eligible maintenance prescriptions to one monthly pickup date. By 

reducing the number of trips a customer has to make, we're removing yet another barrier to good health. 

e8 ao 
CVS Pharmacy adherence 
rates are, on average, 

6 percentage points 
better than for our peers 

for diabetes, cholesterol, and 
hypertension therapies 
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Lack of adherence costs 
the U.S. health care system 
an estimated 

$300 billion 
annually 

ScriptSync enrolled 

600,000 
patients in 2015 
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front store sales 
are generated by 
store brands 

when you start with heart, 

@]!!~!~ 
transactions 
use the 
ExtraCare card 

you put the 
customer first 

6,000+ 
unique store brand 
products 
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~ 

We continue to improve the shopping experience for retail customers 

with valuable savings options and an improved product assortment. 

Let's start with the popular ExtraCare loyalty program, which saved our approximately 70 million active 

cardholders nearly $4 billion in 2015. Moreover, it has allowed us to personalize circulars based on the 

categories and products that interest each customer most. Customers who shop the health and beauty 

aisles are enjoying an expanded product assortment and a variety of other in-store enhancements. We 

focus on selling sustainably sourced products and evaluate them for potentially harmful ingredients. 

Following our exit from tobacco sales, we've expanded our Better-For-You healthy foods offerings in key 

segments such as nutrition bars and high protein snacks. The result? Nearly 75 percent of customers have 

said that they intend to shop us more for on-the-go snacking. Shoppers also increasingly choose our 

store brands, sales of which are growing at more than double the industry average. Our customers value 

the lower prices of these high-quality alternatives to national brands, and we benefit from the higher margins 

they provide. Our latest offerings include CVS Health® branded health products, Gold Emblem Abound™ 

healthy food, and our Beauty 360™ line, to name just a few. 
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Only 

I~ I ~T!?i c!~m?ra °(.~e 
historically used a Target 
pharmacy, a significant 
opportunity to drive script 
growth and profitability 

when you start with heart, 

life gets 

~ zh~r.~pulation 
now lives within 5 miles 
of a CVS Pharmacy 

a little easier 
Patients count on the convenience of CVS Pharmacy locations, and 

our 2015 acquisition of Target's pharmacy and clinic businesses makes 

it even easier to reach us. 

We're always in pursuit of ways to expand access to pharmacy care and improve outcomes. The latest 

example? Our ambitious partnership with Target. It adds more than 1,670 pharmacies-and nearly 

80 retail clinics-in existing CVS Pharmacy markets as well as many new ones. That means patients can 

now seamlessly fill acute care scripts at their CVS Pharmacy down the block or pick up maintenance 

medications while shopping at their favorite Target. As we convert these store-within-a-store locations to the 

CVS Pharmacy and MinuteClinic brands, we'll roll out ScriptSync and all the other services customers have 

come to expect from our pharmacists and nurse practitioners. For millions of CVS Caremark plan members, 

the Target deal puts more of our pharmacies within easy driving distance. That has allowed many more plan 

members to reap the benefits of our Maintenance Choice program. Other CVS Health integrated offerings

Pharmacy Advisor and Specialty Connect among them-are on the way as well. 
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when you start with heart, 

you makea 
long-term 
commitment 

G 

Dispensing 100 million scripts annually, Omnicare is the leading 

pharmacy provider to the elderly in chronic care settings. 

Aging comes with its share of challenges, and the U.S. 

over-65 population is rising steadily. CVS Health has long 

served seniors through our retail pharmacy network, our 

SilverScript Medicare Part D prescription drug plan, and 

with our unmatched specialty solutions, to name just a few 

examples. With the 2015 acquisition of Omnicare, we now 

provide seniors with pharmacy services even further along 

the continuum of care. Roughly 70 percent will eventually 

require some form of long-term care service and support. 

Omnicare is the market leader among skilled nursing 

and assisted living facilities, with a reputation for robust 

clinical services that drive better outcomes. Together, 

CVS Health and Omnicare can leverage clinical insights to 

take pharmacy care for this vulnerable population to the 

next level. Our integrated solutions will address the unmet 

needs of patients in skilled nursing, assisted living, indepen

dent living, and home settings. And since 80 percent 

of the residents that Omnicare serves live within five miles 

of a CVS Pharmacy, getting access to the medications 

they need has never been easier. 

U.S. Population Over Age 85 
in millions (estimated) 

6.3 6.7 7.5 9~ 1 11.9 

DODD 
2015 2020 2025 2030 2035 

10,000 
baby boomers turn 65 
every day 

70°/o 
of people turning age 65 can 
expect to use some form of 
long-term care 

J 
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when you start with heart, 

complex 
challenges 
get simpler 
CVS Specialty solutions are driving better outcomes while addressing 

rising costs in the fastest-growing pharmacy segment. 

For people with complex medical conditions, specialty drugs can literally be lifesavers. With so many 

promising new specialty drugs in the pipeline, this market's annual sales are expected to reach $130 billion 

in 2016--and $220 billion just four years after that. As the nation's largest specialty pharmacy, we've 

developed solutions that improve patient care while helping to control these soaring costs. For example, 

only CVS Specialty has embedded certified rare disease care management nurses from our Accordant 

subsidiary into the specialty pharmacy process. This resulted in an objective improvement in clinical 

quality and significantly reduced disease-related hospitalizations and emergency room visits. Customers 

have embraced Specialty Connect, which gives them the flexibility of picking up their medications at any 

CVS Pharmacy instead of waiting for home delivery. This integrated offering has led to significant gains 

in adherence. And only CVS Specialty has the tools to manage payor costs for all specialty medications, 

including those that are infused or paid under the medical benefit. 

Specialty Drug 
Revenue 
in billions 

$40 

$30 

2011 2012 2013 2014 2015 
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CVS Specialty is a 
market leader, with nearly 

$40billion 
in specialty revenues in 2015 



when you start with heart, 

you're 
always 
in touch 
Our digital innovations create a 

better experience for customers, 

with adherence and savings tools 

that drive loyalty. 
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Digitally engaged patients fill 

2.4x 
the number of prescriptions 
as other patients, making 
them more adherent to their 
medications 

CVS Health customers are getting a lot out of their 

smartphones these days. More than 35 percent 

have enrolled to receive text messages containing 

prescription refill reminders and status updates. And 

we've made our CVS Pharmacy mobile app more 

useful than ever. Its Reminder Tool alerts customers 

to take their medications, while Mobile Prescription 

Pickup increases privacy at the pharmacy counter. 

Customers can simply present a unique barcode 

with all the necessary information required for 

pickup, eliminating the need to provide name and 

date of birth. Shoppers love the myWeekly Ad fea

ture, which displays personalized offers, ExtraCare 

savings, and sales on favorite items throughout the 

store. MinuteClinic patients are experiencing the 

efficiency of a mobile solution we're piloting that 

shows wait times for all of our clinics and offers 

the ability to sign up for online queuing. Users of 

the CVS Specialty app can seamlessly select their 

delivery option each time they order, choosing mail 

or in-store pickup through our Specialty Connect 

product. What's next? Our apps will soon include 

facial recognition, making account login a breeze. 
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when you start with heart, 

communities 
can count 
on you 
CVS Health has made community 

health and wellness central to 

our charge for a better world. 

From the 2015 deployment of telehealth to the launch 

of new digital pharmacy tools that drive adherence, 

CVS Health innovations are increasing access to care and 

making it more affordable. Such Health in Action initiatives 

can be seen in a variety of other ways across the enterprise, 

including the ongoing expansion of our Gold Emblem 

Abound line of healthy snacks. These products are free of 

artificial flavors and preservatives and contain zero grams 

of trans fat. We removed tobacco products from our stores 

more than a year ago, and this past year the CVS Health 

Foundation announced a five-year, $5 million commitment 

to the Campaign for Tobacco Free Kids. We've also 

partnered with Scholastic to provide nearly 3 million 

children and their parents with resources on the dangers 

of smoking. And Project Health, which provides free health 

screenings to patients, reached nearly 89,000 people in 

2015. These events, which take place in communities 

across the country, support underserved populations and 

focus on diabetes and hypertension. 
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carbon reduction 
goal for 2018 

when you start with heart, 

850 
stores underwent LED 
lighting retrofits in 2015, 
with another 1,450 
scheduled for 2016 

you leave a 
lighter footprint 
We've made significant progress in reducing greenhouse gas (GHG) 

emissions and in improving the ingredients in our products. 

With approximately 9,600 retail locations, it has never been easier to find a CVS Pharmacy store. We're 

proud of our growth, but CVS Health also has a responsibility to mitigate the environmental impact of our 

operations. Among our Planet in Balance initiatives, we continuously measure and try to reduce our energy 

use, water use, GHG emissions, and waste. We've lowered our carbon intensity per square foot of retail 

space by double digits through 2015-compared to a 2010 baselin&-primarily due to ongoing LED lighting 

upgrades and fleet efficiency initiatives. CVS Health is working to reach a 15 percent reduction goal by 2018. 

A commitment to integrating green building concepts in new store designs and retrofits will help us in 

our efforts to get there. We are also making meaningful changes to the ingredients in our store brands. In 

2015, we phased out the use of microbeads in beauty and personal care products because of their role 

in plastic particle water pollution and moved closer to adopting the Roundtable on Sustainable Palm Oil's 

sourcing guidelines. 
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when you start with heart, 

you create valuable 
opportunities 
We leverage the power of CVS Health to create economic opportunities 

and value across our communities. 

Investors aren't the only people benefiting from our success. More than 240,000 colleagues enjoy a safe, 

rewarding, and inclusive workplace every day. As part of our Leader in Growth initiatives, we will have 

transitioned 100,000 people from public assistance to meaningful jobs and career paths at CVS Health by the 

end of 2016. And thanks to our scale and reputation, we're a valued recruiting partner in our communities. 

For example, CVS Health will become the first company permitted to open shop on a military base for 

recruiting purposes when our hiring and training center launches in 2016 at Fort Bragg, North Carolina. 

CVS Health has long demonstrated a commitment to supporting diverse suppliers, including minority- and 

women-owned enterprises, disability-owned enterprises, and many others. We spent $913 million on goods 

and services provided by such companies in 2015. Moreover, we teamed recently with Roger Williams 

University to launch the CVS Health Executive Learning Program for Diverse Suppliers. It offers training 

opportunities and the chance for diverse business leaders from across the country to expand their skill levels 

and growth potential in areas such as management, technology, finance, and human resources. 

D 
100,000 
people helped to transition from 
public assistance to meaningful 
jobs by the end of 2016 
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$913 million 
spent with diverse suppliers 
in 2015 
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Management's Dnscusseon and Analysis 
of Financial Condition and Results of Operations 

The following discussion and analysis should be read in conjunction with our audited consolidated financial state
ments and Cautionary Statement Concerning Forward-Looking Statements that are included in this Annual Report. 

Overview of Our Business 
CVS Health Corporation, together with its subsidiaries (collectively "CVS Health," the "Company," "we," "our" or 
"us"), is a pharmacy innovation company helping people on their path to better health. At the forefront of a changing 
health care landscape, the Company has an unmatched suite of capabilities and the expertise needed to drive 
innovations that will help shape the future of health. 

We are currently the only integrated pharmacy health care company with the ability to impact consumers, payors, 
and providers with innovative, channel-agnostic solutions. We have a deep understanding of their diverse needs 
through our unique integrated model, and we are bringing them innovative solutions that help increase access to 
quality care, deliver better health outcomes, and lower overall health care costs. 

Through our approximately 9,600 retail pharmacies, more than 1, 100 walk-in health care clinics, a leading pharmacy 
benefits manager with more than 75 million plan members, a dedicated senior pharmacy care business serving 
more than one million patients per year, and expanding specialty pharmacy services, we enable people, businesses, 
and communities to manage health in more affordable, effective ways. We are delivering break-through products and 
services, from advising patients on their medications at our CVS Pharmacy® locations, to introducing unique programs 
to help control costs for our clients at CVS Caremark®, to innovating how care is delivered to our patients with complex 
conditions through CVS Specialty™, to improving pharmacy care for the senior community through Omnicare®, or by 
expanding access to high-quality, low-cost care at CVS MinuteClinic™. 

On August 18, 2015, the Company acquired 100% of the outstanding common shares and voting interests of 
Omnicare, Inc. ("Omnicare"), for $98 per share for a total of $9.6 billion and assumed long-term debt with a fair 
value of approximately $3.1 billion. Omnicare is a leading pharmaceutical care company that specializes in the 
management of long-term care pharmacy services. As a result of the acquisition of Omnicare, the Company's 
segments have been expanded. The Company's Pharmacy Services Segment now also includes the specialty 
pharmacy operations of Omnicare. The Company's Retail Pharmacy Segment has been renamed the "Retail/LTC 
Segment" and now also includes the long-term care ("LTC") operations, as well as the commercialization services 
of Omnicare. The LTC operations include the distribution of pharmaceuticals, related pharmacy consulting and 
other ancillary services to chronic care facilities and other care settings. 

On December 16, 2015, we completed our acquisition of the pharmacy and clinic businesses of Target Corporation 
("Target"). This acquisition expands our pharmacy and clinic presence in existing and new markets. It allows us to 
increase patient access and is an investment in our core business to drive growth. The results of the Target pharma
cies and clinics are included in our Retail/LTC Segment. 

We have three reportable segments: Pharmacy Services, Retail/LTC and Corporate. 

Overview of Our Pharmacy Services Segment 
Our Pharmacy Services business generates revenue from a full range of pharmacy benefit management ("PBM") 
solutions, including plan design and administration, formulary management, Medicare Part D services, mail order, 
specialty pharmacy and infusion services, retail pharmacy network management services, prescription management 
systems, clinical services, disease management services and medical spend management. 

Our clients are primarily employers, insurance companies, unions, government employee groups, health plans, 
Managed Medicaid plans and other sponsors of health benefit plans, and individuals throughout the United States. 
A portion of covered lives primarily within the Managed Medicaid, health plan and employer markets have access 
to our services through public and private exchanges. 
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As a pharmacy benefits manager, we manage the dispensing of prescription drugs through our mail order pharmacies, 
specialty pharmacies, long-term care pharmacies and national network of more than 68,000 retail pharmacies, consisting 
of approximately 41,000 chain pharmacies (which includes our CVS Pharmacy® stores) and 27,000 independent 
pharmacies, to eligible members in the benefit plans maintained by our clients and utilize our information systems to 
perform, among other things, safety checks, drug interaction screenings and brand to generic substitutions. 

Our specialty pharmacies support individuals who require complex and expensive drug therapies. Our specialty 
pharmacy business includes mail order and retail specialty pharmacies that operate under the CVS Caremark®, 
CarePlus CVS Pharmacy™, Navarro® Health Services and Advanced Care Scripts names. Substantially all of our 
mail service specialty pharmacies have been accredited by The Joint Commission, which is an independent, 
not-for-profit organization that accredits and certifies health care organizations and programs in the United States. 
We also offer specialty infusion services and enteral nutrition services through Coram LLC and its subsidiaries 
(collectively, "Coram"). With Specialty Connect™, which integrates our specialty pharmacy mail and retail capabili
ties, we provide members with disease-state specific counseling from our experienced specialty pharmacists and 
the choice to bring their specialty prescriptions to any CVS Pharmacy location. Whether submitted through our 
mail order pharmacy or at a CVS Pharmacy, all prescriptions are filled through the Company's specialty mail order 
pharmacies, so all revenue from this specialty prescription services program is recorded within the Pharmacy 
Services Segment. Members then can choose to pick up their medication at their local CVS Pharmacy or have it 
sent to their home through the mail. In August 2015, we expanded our offerings with the acquisition of Omnicare 
which included its specialty pharmacy operating under the Advanced Care Scripts name. 

We also provide health management programs, which include integrated disease management for 17 conditions, 
through our Accordant® rare disease management offering. The majority of these integrated programs are accredited 
by the National Committee for Quality Assurance. 

In addition, through our SilverScript Insurance Company ("SilverScript") subsidiary, we are a national provider of 
drug benefits to eligible beneficiaries under the federal government's Medicare Part D program. We currently provide 
Medicare Part D plan benefits to approximately 5.0 million beneficiaries through SilverScript, including our individual 
and employer group waiver plans. 

The Pharmacy Services Segment operates under the CVS Caremark® Pharmacy Services, Caremark®, CVS Caremark™, 
CarePlus CVS Pharmacy™, Accordant®, SilverScript®, Coram®, CVS Specialty™, Novologix®, Navarro® Health 
Services and Advanced Care Scripts names. As of December 31, 2015, the Pharmacy Services Segment operated 
24 retail specialty pharmacy stores, 11 specialty mail order pharmacies, five mail order dispensing pharmacies, and 
83 branches for infusion and enteral services, including approximately 73 ambulatory infusion suites and six centers 
of excellence, located in 40 states, Puerto Rico and the District of Columbia. 

Overview of Our Retail/LTC Segment 
Our Retail/LTC Segment sells prescription drugs and a wide assortment of general merchandise, including over
the-counter drugs, beauty products and cosmetics, personal care products, convenience foods, photo finishing, 
seasonal merchandise and greeting cards. With the acquisition of Omnicare, the Retail/LTC Segment now also 
includes the distribution of prescription drugs, related pharmacy consulting and other ancillary services to chronic 
care facilities and other care settings, as well as commercialization services which are provided under the name 
RxCrossroads®. We added approximately 1,672 pharmacies through the acquisition of Target's pharmacies, thereby, 
expanding our presence in new and existing markets. The stores within Target will only sell prescription drugs and 
over-the-counter drugs that are required to be behind the counter. Our Retail/LTC Segment derives the majority of its 
revenues through the sale of prescription drugs, which are dispensed by our more than 30,000 pharmacists. The role 
of our retail pharmacists is shifting from primarily dispensing prescriptions to also providing services, including flu 
vaccinations as well as face-to-face patient counseling with respect to adherence to drug therapies, closing gaps 
in care, and more cost-effective drug therapies. Our integrated pharmacy services model enables us to enhance 
access to care while helping to lower overall health care costs and improve health outcomes. 
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Management's Discussion and Analysis 
of Financial Condition and Results of Operations 

Our Retail/LTC Segment also provides health care services through our MinuteClinic® health care clinics. MinuteClinics 
are staffed by nurse practitioners and physician assistants who utilize nationally recognized protocols to diagnose 
and treat minor health conditions, perform health screenings, monitor chronic conditions, and deliver vaccinations. 
We believe our clinics provide high quality services that are affordable and convenient. Through the acquisition of 
Target's clinics, we added 79 clinics in December 2015. 

Our proprietary loyalty card program, ExtraCare®, has about 70 million active cardholders, making it one of the 
largest and most successful retail loyalty card programs in the country. 

As of December 31, 2015, our Retail/LTC Segment included 9,655 retail stores (of which 7,897 were our stores that 
operated a pharmacy and 1,672 were our pharmacies located within Target store) located in 49 states, the District 
of Columbia, Puerto Rico and Brazil operating primarily under the CVS Pharmacy®, CVS®, Longs Drugs®, Navarro 
Discount Pharmacy® and Drogaria Onofre™ names, 32 onsite pharmacies primarily operating under the CarePlus 
CVS Pharmacy™, CarePlus® and CVS Pharmacy® names, and 1, 135 retail health care clinics operating under the 
MinuteClinic® name (of which 1,049 were located in CVS Pharmacy stores), and our online retail websites, CVS.com®, 
Navarro.com™ and Onofre.com.br™. LTC operations are comprised of 143 spoke pharmacies that primarily handle 
new prescription orders, of which 32 are also hub pharmacies that use proprietary automation to support spoke 
pharmacies with refill prescriptions. LTC operates primarily under the Omnicare® and NeighborCare® names. 

Overview of Our Corporate Segment 
The Corporate Segment provides management and administrative services to support the Company. The Corporate 
Segment consists of certain aspects of our executive management, corporate relations, legal, compliance, human 
resources, corporate information technology and finance departments. 

Results of Operations 
Summary of our Consolidated Financial Results 

YEAR ENDED DECEMBER 31, 

IN MILLIONS, EXCEPT PER SHARE AMOUNTS 2015 2014 2013 

Net revenues $ 153,290 $ 139,367 $ 126,761 

Cost of revenues 126,762 114,000 102,978 

Gross profit 26,528 25,367 23,783 

Operating expenses 17,074 16,568 15,746 

Operating profit 9,454 8,799 8,037 

Interest expense, net 838 600 509 

Loss on early extinguishment of debt - 521 -
Income before income tax provision 8,616 7,678 7,528 

Income tax provision 3,386 3,033 2,928 

Income from continuing operations 5,230 4,645 4,600 

Income (loss) from discontinued operations, net of tax 9 (1) (8) 

Net income 5,239 4,644 4,592 

Net income attributable to noncontrolling interest (2) - -
Net income attributable to CVS Health $ 5,237 $ 4,644 $ 4,592 

Diluted earnings per share: 

Income from continuing operations attributable to CVS Health $ 4.62 $ 3.96 $ 3.75 

Income (loss) from discontinued operations attributable to CVS Health $ 0.01 $ - $ (0.01) 

Net income attributable to CVS Health $ 4.63 $ 3.96 $ 3.74 
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Net revenues increased $13.9 billion in 2015 compared to 2014, and increased $12.6 billion in 2014 compared to 
2013. As you review our performance in this area, we believe you should consider the following important information: 

• During 2015, net revenues in our Pharmacy Services Segment increased 13.5% and net revenues in our 
Retail/LTC Segment increased 6.2% compared to the prior year. 

• During 2014, net revenues in our Pharmacy Services Segment increased by 16.1 % and net revenues in our 
Retail/LTC Segment increased 3.3% compared to the prior year. 

• In 2015 and 2014, the impact from net new business grew for the Pharmacy Services Segment. The increase in 
our generic dispensing rates in both of our operating segments continued to have a negative effect on net revenue 
in 2015 as compared to 2014, as well as in 2014 as compared to 2013. 

• Both segments benefited from the Omnicare acquisition that occurred in August 2015. 

Please see the Segment Analysis later in this document for additional information about our net revenues. 

Gross profit increased $1.2 billion, or 4.6% in 2015, to $26.5 billion, as compared to $25.4 billion in 2014. Gross 
profit increased $1.6 billion, or 6.7% in 2014, to $25.4 billion, as compared to $23.8 billion in 2013. Gross profit as 
a percentage of net revenues declined to 17.3%, as compared to 18.2% in 2014 and 18.8% in 2013. 

• During 2015, gross profit in our Pharmacy Services Segment and Retail/LTC Segment increased by 9.6% and 
3.4 %, respectively, compared to the prior year. For the year ended December 31, 2015, gross profit as a percent 
of net revenues in our Pharmacy Services Segment and Retail/LTC Segment was 5.2% and 30.5%, respectively. 

• During 2014, gross profit in our Pharmacy Services Segment and Retail/LTC Segment increased by 12.6% and 
5.8%, respectively, compared to the prior year. For the year ended December 31, 2014, gross profit as a percent 
of net revenues in our Pharmacy Services Segment and Retail/LTC Segment was 5.4% and 31.4%, respectively. 

• The increased weighting toward the Pharmacy Services Segment, which has a lower gross profit than the Retail/ 
LTC Segment, resulted in a decline in consolidated gross profit as a percent of net revenues in 2015 as compared 
to 2014. In addition, gross profit for 2015, 2014 and 2013 has been negatively impacted by price compression in 
the Pharmacy Services Segment and reimbursement pressure in the Retail/LTC Segment. 

• Our gross profit continued to benefit from the increased utilization of generic drugs (which normally yield a higher 
gross profit rate than equivalent brand name drugs) in both the Pharmacy Services and Retail/LTC segments for 
2013 through 2015, partially offsetting the negative impacts described above. 

Please see the Segment Analysis later in this document for additional information about our gross profit. 

Operating expenses increased $506 million, or 3.0%, in the year ended December 31, 2015, as compared to the 
prior year. Operating expenses as a percent of net revenues declined to 11 .1 % in the year ended December 31 , 
2015 compared to 11.9% in the prior year. The increase in operating expense dollars in the year ended December 31, 
2015 was primarily due to incremental store operating costs associated with a higher store count, the Omnicare 
acquisition in August 2015 and the acquisition of the Target pharmacy and clinic businesses in December 2015. The 
decrease in operating expenses as a percent of net revenues in 2015 is primarily due to expense leverage from net 
revenue growth. 

Operating expenses increased $882 million, or 5.2%, in the year ended December 31, 2014 as compared to the 
prior year. Operating expenses as a percent of net revenues declined to 11.9% in the year ended December 31, 
2014 compared to 12.4% in the prior year. The increase in operating expense dollars in the year ended December 31, 
2014 was primarily due to incremental store operating costs associated with a higher store count, as well as legal 
costs and strategic initiatives as compared to the prior year. Additionally, the year ended December 31, 2013 
included a $72 million gain on a legal settlement. The improvement in operating expenses as a percent of net 
revenues in 2014 is primarily due to expense leverage from net revenue growth and disciplined expense control. 

Please see the Segment Analysis later in this document for additional information about operating expenses. 
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Management's Discusseon and Analysis 
of Financial Condition and Results of Operations 

Interest expense, net for the years ended December 31 consisted of the following: 

IN MILLIONS 

Interest expense 

Interest income 

Interest expense, net 

$ 

$ 

2015 

859 

(21) 

838 

$ 

$ 

2014 

615 

(15) 

600 

$ 

$ 

2013 

517 

(8) 

509 

Net interest expense increased $238 million during the year ended December 31, 2015, primarily due to the amorti
zation of bridge facility fees of $52 million for the unsecured bridge facility that was entered into on May 20, 2015 
and was amortized to interest expense over the period it was outstanding, the $15 billion debt issuance in July 
2015, and the debt assumed from the Omnicare acquisition. See Note 6, "Borrowings and Credit Agreements" to 
the consolidated financial statements for additional information. During 2014, net interest expense increased by 
$91 million, to $600 million compared to 2013, primarily due to the issuance of $4 billion of debt in December 2013 
and $1.5 billion of debt in August 2014. 

Loss on early extinguishment of debt During the year ended December 31, 2014, the Company completed a 
$2.0 billion tender offer and repurchase of certain Senior Notes. The Company paid a premium of $490 million in 
excess of the debt principal in connection with the repurchase of the Senior Notes, wrote off $26 million of unamortized 
deferred financing costs and incurred $5 million in fees, for a total loss on early extinguishment of debt of $521 million. 
See Note 6, "Borrowings and Credit Agreements" to the consolidated financial statements for additional information. 

Income tax provision Our effective income tax rate was 39.3%, 39.5% and 38.9% in 2015, 2014 and 2013, 
respectively. The effective income tax rate was lower in 2015 compared to 2014 primarily due to certain permanent 
items in 2014. The effective income tax rate was higher in 2014 than in 2013 primarily due to certain permanent 
items in 2014. 

Income from continuing operations increased $585 million or 12.6% to $5.2 billion in 2015. Income from continuing 
operations increased $45 million or 1.0% to $4.6 billion in 2014 as compared to 2013. The 2015 and 2014 increases 
in income from continuing operations were primarily related to increases in generic dispensing rates and increased 
prescription volume for both operating segments. The increase in 2015 was negatively affected by $272 million of 
acquisition-related bridge financing, transaction and integration costs associated with the acquisition of Omnicare 
and the acquisition of the pharmacies and clinics of Target. In addition, as discussed above, income from continuing 
operations included a $521 million loss on early extinguishment of debt in 2014, which positively impacted the 
growth rate in 2015 and negatively impacted the growth rate in 2014. 

Income (loss) from discontinued operations In connection with certain business dispositions completed between 
1991 and 1997, the Company retained guarantees on store lease obligations for a number of former subsidiaries, 
including Linens ·n Things, which filed for bankruptcy in 2008. The Company's income from discontinued operations 
in 2015 of $9 million, net of tax, was related to the release of certain store lease guarantees due to the settlement 
of a dispute with a landlord. The Company's loss from discontinued operations includes lease-related costs required 
to satisfy its Linens 'n Things lease guarantees. We incurred a loss from discontinued operations, net of tax, of 
$1 million and $8 million in 2014 and 2013, respectively. 

See Note 1 "Significant Accounting Policies -Discontinued Operations" to the consolidated financial statements for 
additional information about discontinued operations and Note 12 "Commitments and Contingencies" for additional 
information about our lease guarantees. 

Net income attributable to noncontrolling interest of $2 million for the year ended December 31, 2015 represents 
the noncontrolling shareholders' portion of the net income from several less than wholly owned entities. For the 
year ended December 31, 2014, the Company had two consolidated entities with immaterial noncontrolling inter-

. ests. For the year ended December 31, 2013, the Company did not consolidate any entities that were not wholly 
owned by the Company. 
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Net income attributable to CVS Health increased $593 million or 12.8% to $5.2 billion (or $4.63 per diluted share) 
in 2015. This compares to $4.6 billion (or $3.96 per diluted share) in 2014 and $4.6 billion (or $3.74 per diluted share) 
in 2013. As discussed previously, the 2015 increase in net income attributable to CVS Health was primarily related 
to increased generic drug dispensing and increased prescription volume in both operating segments, as well as 
the loss on early extinguishment of debt in 2014. The increase in 2015 was negatively affected by $272 million of 
acquisition-related bridge financing, transaction and integration costs associated with the acquisition of Omnicare 
and the acquisition of the pharmacies and clinics of Target. The increase in net income attributable to CVS Health 
per diluted share was also driven by increased share repurchase activity in 2015, 2014 and 2013. The net income 
attributable to CVS Health and per diluted share in 2014 includes a $521 million loss on early extinguishment of 
debt, which negatively impacted the net income growth rate in 2014. 

Segment Analysis 

We evaluate the performance of our Pharmacy Services and Retail/LTC segments based on net revenues, gross 
profit and operating profit before the effect of nonrecurring charges and gains and certain intersegment activities. 
The Company evaluates the performance of its Corporate Segment based on operating expenses before the effect 
of discontinued operations, nonrecurring charges and gains, and certain intersegment activities. The following is a 
reconciliation of the Company's business segments to the consolidated financial statements: 

IN MILLIONS 

2015: 

Net revenues 

Gross profit 

Operating profit (loss) P> 

2014: 

Net revenues 

Gross profit 

Operating profit (loss) 

2013: 

Net revenues 

Gross profit 

Operating profit (loss)<•> 

Pharmacy 
Services Retail/LTC 
Segment''"" Segment QI 

$ 100,363 $ 72,007 

5,227 21,992 

3,989 7,130 

88,440 67,798 

4,771 21,277 

3,514 6,762 

76,208 65,618 

4,237 20,112 

3,086 6,268 

Corporate lntersegment Consolidated 
Segment Eliminations QI Totals 

$ $ {19,080) $153,290 

(691) 26,528 

(1,037) (628) 9,454 

(16,871) 139,367 

(681) 25,367 

(796) (681) 8,799 

(15,065) 126,761 

(566) 23,783 

(751) (566) 8,037 

(1) Net revenues of the Pharmacy Services Segment include approximately $8.9 billion, $8.1 billion and $ 7 .9 billion of Retail Co-Payments for 2015, 

2014 and 2013, respectively. See Note 1 to the consolidated financial statements for additional information about Retail Co-Payments. 

(2) lntersegment eliminations relate to intersegment revenue generating activities that occur between the Pharmacy Services Segment and the 

Retail/LTC Segment. These occur in the following ways: when members of Pharmacy Services Segment clients ("members") fill prescriptions 

at retail stores to purchase covered products, when members enrolled in programs such as Maintenance Choice® elect to pick up maintenance 

prescriptions at a retail drugstore instead of receiving them through the mail, or when members have prescriptions filled at long-term care facilities. 

When these occur, both the Pharmacy Services and Retail/LTC segments record the revenues, gross profit and operating profit on a standalone basis. 

(3) For the year ended December 31, 2015, the Corporate Segment operating loss includes $156 million of acquisition-related transaction and 

integration costs and a $90 million charge related to a legacy lawsuit challenging the 1999 legal settlement by MedPartners of various securities 

class actions and a related derivative claim. 

(4) Consolidated operating profit for the year ended December 31, 2013 includes a $72 million gain on a legal settlement, of which, $11 million is 

included in the Pharmacy Services Segment and $61 million is included in the Retail/LTC Segment. 
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Pharmacy Services Segment 
The following table summarizes our Pharmacy Services Segment's performance for the respective periods: 

YEAR ENDED DECEMBER 31, 

IN MILLIONS 2015 2014 

Net revenues $ 100,363 $ 88,440 $ 

Gross profit $ 5,227 $ 4,771 $ 

Gross profit % of net revenues 5.2% 5.4% 

Operating expenses $ 1,238 $ 1,257 $ 

Operating expenses % of net revenues 1.2% 1.4% 

Operating profit $ 3,989 $ 3,514 $ 

Operating profit % of net revenues 4.0% 4.0% 

Net revenues: 

Mail choice <1> $ 37,828 $ 31,081 $ 

Pharmacy network 12> $ 62,240 $ 57,122 $ 

Other $ 295 $ 237 $ 

Pharmacy claims processed: 

Total 1,011.9 932.0 

Mail choice <1> 85.7 82.4 

Pharmacy network 12> 926.2 849.6 

Generic dispensing rate: 

Total 83.7% 82.2% 

Mail choice <1> 76.4% 74.6% 

Pharmacy network l2l 84.4% 83.0% 

Mail choice penetration rate 20.6% 21.4% 

2013 

76,208 

4,237 

5.6% 

1, 151 

1.5% 

3,086 

4.1% 

24,791 

51,211 

206 

902.1 

83.3 

818.8 

80.5% 

72.6% 

81.3% 

22.6% 

(1) Mail choice is defined as claims filled at a Pharmacy Services mail facility, which includes specialty mail claims inclusive of Specialty Connect 

claims filled at retail, as well as prescriptions filled at retail under the Maintenance Choice program. 

(2) Pharmacy network net revenues, claims processed and generic dispensing rates do not include Maintenance Choice, which are included within the 

mail choice category. Pharmacy network is defined as claims filled at retail and specialty pharmacies, including our retail drugstores and long-term 

care pharmacies, but excluding Maintenance Choice activity. 

Net revenues in our Pharmacy Services Segment increased $11.9 billion, or 13.5%, to $100.4 billion for the year 
ended December 31, 2015, as compared to the prior year. The increase is primarily due to growth in specialty 
pharmacy, driven by new clients, increased volume from new products and the addition of the specialty pharmacy 
operations of Omnicare, as well as inflation and increased pharmacy network claims. Conversely, the increase in our 
generic dispensing rate had a negative impact on our revenue in 2015, as it did in 2014. 

Net revenues increased $12.2 billion, or 16.1 %, to $88.4 billion for the year ended December 31, 2014, as compared 
to the prior year. The increase in 2014 was primarily due to growth in specialty pharmacy, including the acquisition of 
Coram and the impact of Specialty Connect, and increased pharmacy network volume. Conversely, the increase in 
our generic dispensing rate had a negative impact on our revenue in 2014, as it did in 2013. 

As you review our Pharmacy Services Segment's revenue performance, we believe you should also consider the 
following important information: 

• Our mail choice claims processed increased 4.0% to 85. 7 million claims in the year ended December 31, 2015, 
compared to 82.4 million claims in the prior year. The increase in mail choice claims was driven by net new 
business, specialty and continuing adoption of our Maintenance Choice offerings. During 2014, our· mail choice 
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claims processed decreased 1 .1 % to 82 .4 million claims. The decrease in mail choice claims was driven by a 
decline in traditional mail volumes, which was mostly offset by growth in our Maintenance Choice program and 
specialty pharmacy. 

• During 2015 and 2014, our average revenue per mail choice claim increased by 17.0% and 26.8%, compared 
to 2014 and 2013, respectively. The increase in 2015 was primarily due to growth in specialty pharmacy. The 
increase in 2014 was primarily due to the acquisition of Coram and drug inflation particularly in specialty phar
macy, partially offset by increases in the percentage of generic prescription drugs dispensed and changes in 
client pricing. 

• Our pharmacy network claims processed increased 9.0% to 926.2 million claims in the year ended December 31, 
2015, compared to 849.6 million claims in the prior year. This increase was primarily due to net new business. 
During 2014, our pharmacy network claims processed increased 3.8% to 849.6 million compared to 818.8 million 
pharmacy network claims processed in 2013. This increase was primarily due to net new business and growth in 
Managed Medicaid, partially offset by a decrease in Medicare Part D claims. Medicare Part D claims were 
negatively affected by the CMS sanctions that were in place during 2013. 

• Our average revenue per pharmacy network claim processed remained flat for the year ended December 31, 
2015 as compared to the prior year. During 2014, our average revenue per pharmacy network claim processed 
increased by 7.5%, compared to 2013. This increase was primarily due to drug inflation and changes in the drug 
mix, partially offset by increases in the generic dispensing rate. 

• Our mail choice generic dispensing rate was 76.4%, 74.6% and 72.6% in the years ended December 31, 2015, 
2014 and 2013, respectively. Our pharmacy network generic dispensing rate increased to 84.4% in the year ended 
December 31, 2015, compared to 83.0% in the prior year. During 2014, our pharmacy network generic dispensing 
rate increased to 83.0% compared to our pharmacy network generic dispensing rate of 81.3% in 2013. These 
continued increases in mail choice and pharmacy network generic dispensing rates were primarily due to the 
impact of new generic drug introductions, and our continuous efforts to encourage plan members to use generic 
drugs when they are available. We believe our generic dispensing rates will continue to increase in future periods, 
albeit at a slower pace. This increase will be affected by, among other things, the number of new generic drug 
introductions and our success at encouraging plan members to utilize generic drugs when they are available and 
clinically appropriate. 

• We completed the rollout of Specialty Connect™ in May 2014, which integrates the Company's specialty phar
macy mail and retail capabilities, providing members with the choice to bring their specialty prescriptions to any 
CVS Pharmacy® location. Whether submitted through our mail order pharmacy or at CVS Pharmacy, all prescrip
tions are filled through the Company's specialty mail order pharmacies, so all revenue from this specialty 
prescription services program is recorded within the Pharmacy Services Segment. 

• The Pharmacy Services Segment recognizes revenues from its pharmacy network transactions based on individ
ual contract terms. Our Pharmacy Services Segment contracts are predominantly accounted for using the gross 
method. See the "Revenue Recognition" description under "Critical Accounting Policies" later in this section for 
further information on our revenue recognition policy. 

Gross profit in our Pharmacy Services Segment includes net revenues less cost of revenues. Cost of revenues 
includes (i) the cost of pharmaceuticals dispensed, either directly through our mail service and specialty retail 
pharmacies or indirectly through our pharmacy network, (ii) shipping and handling costs and (iii) the operating costs 
of our mail service dispensing pharmacies, customer service operations and related information technology support. 

Gross profit increased $456 million, or 9.6% to $5.2 billion in the year ended December 31, 2015, as compared to 
the prior year. Gross profit as a percentage of net revenues decreased to 5.2% for the year ended December 31, 
2.015, compared to 5.4% in the prior year. The increase in gross profit dollars in the year ended Dece.mber 31, 2015 
was primarily due to volume increases and higher generic dispensing, as well as favorable purchasing and rebate 
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economics, partially offset by price compression. The decrease in gross profit as a percentage of net revenues was 
primarily due to price compression, partially offset by favorable generic dispensing, as well as favorable purchasing 
and rebate economics. 

During 2014, gross profit increased $534 million, or 12.6% to $4.8 billion in the year ended December 31, 2014, 
as compared to the prior year. Gross profit as a percentage of net revenues decreased to 5.4 % for the year ended 
December 31, 2014, compared to 5.6% in the prior year. The increase in gross profit dollars in the year ended 
December 31, 2014 was primarily due to volume increases, higher generic dispensing and favorable purchasing 
economics, partially offset by price compression. The decrease in gross profit as a percentage of net revenues was 
due to price compression, partially offset by favorable generic dispensing and purchasing economics. In addition, 
gross profit dollars and margin for the year ended December 31, 2014, were positively impacted by $16 million 
related to the favorable resolution of previously proposed retroactive reimbursement rate changes in the State of 
California Medicaid program. 

As you review our Pharmacy Services Segment's performance in this area, we believe you should consider the 
following important information: 

• Our gross profit dollars and gross profit as a percentage of net revenues continued to be impacted by our efforts 
to (i) retain existing clients, (ii) obtain new business and (iii) maintain or improve the rebates and/or discounts 
we received from manufacturers, wholesalers and retail pharmacies. In particular, competitive pressures in the 
PBM industry have caused us and other PBMs to continue to share a larger portion of rebates and/or discounts 
received from pharmaceutical manufacturers with clients. In addition, market dynamics and regulatory changes 
have impacted our ability to offer plan sponsors pricing that includes retail network "differential" or "spread". 
We expect these trends to continue. The "differential" or "spread" is any difference between the drug price 
charged to plan sponsors, including Medicare Part D plan sponsors, by a PBM and the price paid for the drug 
by the PBM to the dispensing provider. The increased use by patients of generic drugs has positively impacted 
our gross profit margins but has resulted in third party payers augmenting their efforts to reduce reimbursement 
payments for prescriptions. This trend, which we expect to continue, reduces the benefit we realize from brand 
to generic product conversions. 

• We review our network contracts on an individual basis to determine if the related revenues should be accounted 
for using the gross method or net method under the applicable accounting rules. Our Pharmacy Services 
Segment network contracts are predominantly accounted for using the gross method, which results in higher 
revenues, higher cost of revenues and lower gross profit rates. 

• Our gross profit as a percentage of revenues benefited from the increase in our total generic dispensing rate, 
which increased to 83. 7% and 82.2% in 2015 and 2014, respectively, compared to our generic dispensing rate 
of 80.5% in 2013. These increases were primarily due to new generic drug introductions and our continued efforts 
to encourage plan members to use clinically appropriate generic drugs when they are available. We expect these 
trends to continue, albeit at a slower pace. 

Operating expenses in our Pharmacy Services Segment, which include selling, general and administrative 
expenses, depreciation and amortization related to selling, general and administrative activities and retail specialty 
pharmacy store and administrative payroll, employee benefits and occupancy costs, decreased to 1.2% of net 
revenues in 2015, compared to 1.4% in 2014 and 1.5% in 2013. 

As you review our Pharmacy Services Segment's performance in this area, we believe you should consider the 
following important information: 

• Operating expenses decreased $19 million or 1.5%, to $1.2 billion, in the year ended December 31, 2015, 
compared to the prior year. The decrease in operating expense dollars is primarily due to lower integration costs 
from the Coram acquisition which o'ccurred in January 2014, partially offset by the addition of the specialty 
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pharmacy operations of Omnicare from the acquisition in August 2015. Operating expenses as a percentage of 
net revenues improved slightly from 1.4% in 2014 to 1.2% in 2015. 

• During 2014, the increase in operating expenses of $106 million or 9.2%, to $1.3 billion compared to 2013, 
is primarily related to increased costs associated with infusion services due to the 2014 acquisition of Coram, 
as well as an $11 million gain from a legal settlement during the year ended December 31, 2013. The slight 
decrease in operating expenses as a percentage of net revenues was primarily due to expense leverage from 
net revenue growth. 

Retail/LTC Segment 

The following table summarizes our Retail/LTC Segment's performance for the respective periods: 

YEAR ENDED DECEMBER 31, 

IN MILLIONS 2015 2014 2013 

Net revenues $ 72,007 $ 67,798 $ 65,618 

Gross profit $ 21,992 $ 21,277 $ 20,112 

Gross profit % of net revenues 30.5% 31.4% 30.6% 

Operating expenses 111 $ 14,862 $ 14,515 $ 13,844 

Operating expenses % of net revenues 20.6% 21.4% 21.1% 

Operating profit $ 7,130 $ 6,762 $ 6,268 

Operating profit % of net revenues 9.9% 10.0% 9.6% 

Prescriptions filled (90 Day = 3 prescriptions) l2l 1,031.6 935.9 890.1 

Net revenue increase (decrease): 

Total 6.2% 3.3% 3.1% 

Pharmacy 9.5% 5.1% 4.1% 

Front Store (2.5)% (2.5)% 1.0% 

Total prescription volume (90 Day = 3 prescriptions) 121 10.2% 5.2% 5.2% 

Same store sales increase (decrease) r.i1: 

Total 1.7% 2.1% 1.7% 

Pharmacy 4.5% 4.8% 2.6% 

Front Store 1•1 (5.0)% (4.0)% (0.5)% 

Prescription volume (90 Day = 3 prescriptions) 121 4.8% 4.1% 4.4% 

Generic dispensing rates 84.5% 83.1% 81.4% 

Pharmacy % of net revenues 72.9% 70.7% 69.5% 

(1) Operating expenses for the three months and year ended December 31, 2015 include $52 million and $64 million, respectively, of acquisition

related integration costs related to the acquisition of Omnicare and the pharmacies and clinics of Target. 

(2) Includes the adjustment to convert 90-day, non-specialty prescriptions to the equivalent of three 30-day prescriptions. This adjustment reflects the 

fact that these prescriptions include approximately three times the amount of product days supplied compared to a normal prescription. 

(3) Same store sales and prescriptions exclude revenues from MinuteClinic, and revenue and prescriptions from stores in Brazil, LTC operations and 

from commercialization services. 

(4) Front store same store sales would have been approximately 520 basis points higher for the year ended December 31, 2015 if tobacco and the 

estimated associated basket sales were excluded from the year ended December 31, 2014. 

Net revenues increased approximately $4.2 billion, or 6.2%, to $72.0 billion for the year ended December 31, 2015, 
as compared to the prior year. This increase was primarily driven by the acquisition of Omnicare, a same store sales 
increase of 1. 7%, and net revenues from new and acquired stores, which accounted for approximately 160 basis 
points of our total net revenue percentage increase during the year. Net revenues increased $2.2 billion, or 3.3% 
to $67.8 billion for the year ended December 31, 2014, as compared to the prior year. This increase was primarily 

2015 Annual Report • 31 



Management's D8scussion aHrud Ana~ysis 
of Financial Condition and Results of Operations 

driven by a same store sales increase of 2.1 % and net revenues from new stores, which accounted for approximately 
140 basis points of our total net revenue percentage increase during the year. Additionally, in 2015, 2014 and 2013 
we continued to see a positive impact on our net revenues due to the growth of our Maintenance Choice program. 

As you review our Retail/LTC Segment's performance in this area, we believe you should consider the following 
important information: 

• Front store same store sales declined 5.0% in the year ended December 31, 2015, as compared to the prior year. 
The decrease is primarily due to the Company's decision to stop selling tobacco products and softer customer 
traffic. The decrease was partially offset by an increase in basket size. On a comparable basis, front store same 
store sales would have been approximately 520 basis points higher for the year ended December 31, 2015 if 
tobacco and the estimated associated basket sales were excluded from the year ended December 31, 2014. 

• Pharmacy same store sales rose 4.5% in the year ended December 31, 2015, as compared to the prior year. 
Pharmacy same store sales were positively impacted by same store script growth of 4.8%, partially offset by 
the impact of the increase in generic dispensing and reimbursement pressure. 

• Pharmacy revenues continue to be negatively impacted by the conversion of brand name drugs to equivalent 
generic drugs, which typically have a lower selling price. Pharmacy same store sales were negatively impacted by 
approximately 390 and 160 basis points for the years ended December 31, 2015 and 2014, respectively, due to 
recent generic introductions. The increase in the impact from 2014 to 2015 was primarily due to a larger impact 
from new generic drug introductions. In addition, our pharmacy revenue growth has also been affected by 
continued reimbursement pressure, the lack of significant new brand name drug introductions, as well as an 
increase in the number of over-the-counter remedies that were historically only available by prescription. 

• As of December 31, 2015, we operated 9,655 retail stores, including the 1,672 locations in Target stores, com
pared to 7,822 retail stores as of December 31, 2014 and 7 ,660 retail stores as of December 31, 2013. Total net 
revenues from new and acquired stores contributed approximately 1.6%, 1.1 % and 1.0% to our total net revenue 
percentage increase in 2015, 2014, and 2013, respectively. 

• Pharmacy revenue growth continued to benefit from increased utilization by Medicare Part D beneficiaries, our 
ability to attract and retain managed care customers and favorable industry trends. These trends include an 
aging American population; many "baby boomers" are now in their fifties and sixties and are consuming a greater 
number of prescription drugs, as well as expanded coverage from the Patient Protection and Affordable Care 
Act and the Health Care and Education Reconciliation Act (collectively, "ACA"). In addition, the increased use of 
pharmaceuticals as the first line of defense for individual health care also contributed to the growing demand for 
pharmacy services. We believe these favorable industry trends will continue. 

Gross profit in our Retail/LTC Segment includes net revenues less the cost of merchandise sold during the reporting 
period and the related purchasing costs, warehousing costs, delivery costs and actual and estimated inventory losses. 

Gross profit increased $715 million, or 3.4%, to approximately $22.0 billion in the year ended December 31, 2015, 
as compared to the prior year. Gross profit as a percentage of net revenues decreased to 30.5% in year ended 
December 31, 2015, from 31.4% in 2014. Gross profit increased $1.2 billion, or 5.8%, to $21.3 billion for the year 
ended December 31, 2014, as compared to the prior year. Gross profit as a percentage of net revenues increased 
to 31.4% for the year ended December 31, 2014, compared to 30.6% for the prior year. 

The increase in gross profit dollars in the year ended December 31, 2015, was primarily driven by the addition of 
LTC, same store sales and new store sales, increased generic dispensing, as well as favorable purchasing econom
ics, partially offset by continued reimbursement pressure. The increase in gross profit dollars for the year ended 
December 31, 2014, was primarily driven by increases in the generic dispensing rate, same store sales and new 
store sales, as well as favorable purchasing economics. The decrease in gross profit as a percentage of net reve
nues in 2015 was primarily driven by a decline in pharmacy margins due to continued reimbursement pressure, 
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partially offset by favorable pharmacy purchasing economics, as well as increased front store margins due to changes 
in the mix of products sold. The increase in gross profit as a percentage of net revenues in 2014 was primarily driven 
by increased pharmacy margins due to the positive impact of increased generic dispensing rates and increased front 
store margins, partially offset by continued reimbursement pressure. The increase in gross profit as a percentage of 
net revenues in 2014 was also driven by the removal of tobacco products from our stores. 

As you review our Retail/LTC Segment's performance in this area, we believe you should consider the following 
important information: 

• Front store revenues as a percentage of total net revenues for the years ended December 31, 2015, 2014 and 
2013 were 26.5%, 28.8% and 30.5%, respectively. The decline in front store revenues as a percentage of total net 
revenues in 2015 and 2014 was largely due to the removal of tobacco products and the associated basket sales. 
On average, our gross profit on front store revenues is generally higher than our gross profit on pharmacy reve
nues. Pharmacy revenues as a percentage of total net revenues increased approximately 220, 120 and 60 basis 
points in the years ended December 31, 2015, 2014 and 2013, respectively. This was due to pharmacy revenues 
growing faster than front store revenues, as well as the acquisition of Omnicare. The mix effect from a higher 
proportion of pharmacy sales had a negative effect on our overall gross profit for the years ended December 31, 
2015, 2014 and 2013, respectively. This negative effect was partially offset by increased generic drug dispensing 
rates, the removal of tobacco products from our stores, favorable purchasing economics and increased store 
brand penetration. 

• During the year ended December 31, 2014, our front store gross profit as a percentage of net revenues increased 
compared to the prior year. The increase is primarily related to a change in the mix of products sold, including the 
removal of tobacco products from our stores, and higher store brand sales. 

• Gross profit dollars and margin for the year ended December 31, 2014 were positively impacted by $53 million 
related to the favorable resolution of previously proposed retroactive reimbursement rate changes in the State of 
California's Medicaid program. 

• Our pharmacy gross profit rates have been adversely affected by the efforts of managed care organizations, 
PBMs and governmental and other third party payors to reduce their prescription drug costs, as well as changes 
in the mix of our business within pharmacy. In the event this trend accelerates, we may not be able to sustain our 
current rate of revenue growth and gross profit dollars could be adversely impacted. The increased use of generic 
drugs has positively impacted our gross profit but has resulted in third party payors augmenting their efforts to 
reduce reimbursement payments to retail pharmacies for prescriptions. This trend, which we expect to continue, 
reduces the benefit we realize from brand to generic product conversions. 

• ACA made several significant changes to Medicaid rebates and to reimbursement. One of these changes was the 
revision of the definition of Average Manufacturer Price ("AMP") and the reimbursement formula for multi-source 
drugs. Changes in reporting of AMP or other adjustments that may be made regarding the reimbursement of drug 
payments by Medicaid and Medicare could impact our pricing to customers and other payors and/or could impact 
our ability to negotiate discounts or rebates with manufacturers, wholesalers, PBMs or retail and mail pharmacies. 
See "Efforts to reduce reimbursement levels and alter health care financing practices" in Part I, Item 1A, Risk 
Factors within our 2015 Form 10-K, for additional information. 

Operating expenses in our Retail/LTC Segment include store payroll, store employee benefits, store occupancy 
costs, selling expenses, advertising expenses, depreciation and amortization expense and certain administra
tive expenses. 

Operating expenses increased $347 million, or 2.4% to $14.9 billion, or 20.6% as a percentage of net revenues, in 
the year ended December 31, 2015, as compared to $14.5 billion, or 21.4% as a percentage of net revenues, in the 
prior year. Operating expenses increased $671 million, or 4.8%, to $14.5 billion, or 21.4% as a percentage, of net 
revenues, in the year ended December 31, 2014, as compared to $13.8 billion, or 21.1 % as a percentage of net 
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revenues, in the prior year. Operating expenses as a percentage of net revenues for the year ended December 31, 
2015 improved primarily due to higher legal costs in the prior year and leverage gained from the addition of LTC net 
revenues. The increase in operating expense dollars for the year ended December 31, 2015, was primarily due to the 
addition of LTC, including acquisition-related integration costs of $64 million, and incremental store operating costs 
associated with operating more stores. Operating expenses as a percentage of net revenues increased in 2014 
primarily due to reimbursement rate pressure, the implementation of Specialty Connect, which reduced net reve
nues, and higher legal costs. The increase in operating expense dollars in 2014 and 2013 was the result of higher 
store operating costs associated with our increased store count, as well as higher legal costs. The results for the 
years ended December 31, 2014 and 2013 include gains from legal settlements of $21 million and $61 million, 
respectively. Additionally, in September 2014, the Retail/LTC Segment made a charitable contribution of $25 million 
to the CVS Foundation to fund future charitable giving. The foundation is a non-profit entity that focuses on health, 
education and community involvement programs. 

Corporate Segment 
Operating expenses increased $241 million, or 30.3%, to $1.0 billion in the year ended December 31, 2015, as 
compared to the prior year. Operating expenses increased $45 million, or 6.0%, to $796 million in the year ended 
December 31, 2014. Operating expenses within the Corporate Segment include executive management, corporate 
relations, legal, compliance, human resources, corporate information technology and finance related costs. The 
increase in operating expenses in 2015 was primarily due to acquisition-related transaction and integration costs 
associated with the acquisition of Omnicare and Target's pharmacy and clinic business, as well as a $90 million 
charge related to a legacy lawsuit challenging the 1999 settlement by MedPartners of various securities class 
actions and a related derivative claim. Total acquisition-related transaction and integration costs recorded in 
the Corporate Segment for both acquisitions were $156 million and the charge for the lawsuit was $90 million 
for the year ended December 31, 2015. The increase in operating expenses in 2014 was primarily due to increased 
strategic initiatives, benefits costs, facilities management and information technology costs. 

Liquidity and Capital Resources 
We maintain a level of liquidity sufficient to allow us to cover our cash needs in the short-term. Over the long-term, 
we manage our cash and capital structure to maximize shareholder return, maintain our financial position and maintain 
flexibility for future strategic initiatives. We continuously assess our working capital needs, debt and leverage levels, 
capital expenditure requirements, dividend payouts, potential share repurchases and future investments or acquisi
tions. We believe our operating cash flows, commercial paper program, sale-leaseback program, as well as any 
potential future borrowings, will be sufficient to fund these future payments and long-term initiatives. 

The change in cash and cash equivalents is as follows: 

IN MILLIONS 

Net cash provided by operating activities 

Net cash used in investing activities 

Net cash provided by (used in) financing activities 

Effect of exchange rate changes on cash and cash equivalents 

Net increase (decrease) in cash and cash equivalents 

2015 

$ 8,412 

(13,420) 

5,006 

(20) 

$ (22) 

YEAR ENDED DECEMBER 31, 

$ 

$ 

2014 

8,137 

(4,045) 

(5,694) 

(6) 

(1,608) 

$ 

$ 

2013 

5,783 

(1,835) 

(1,237) 

3 

2,714 

Net cash provided by operating activities increased by $275 million in 2015 and $2.4 billion in 2014. The increase in 
2015 was primarily due to increased net income partially offset by various changes in working capital. The increase 
in 2014 was primarily due to increased net income and increased accounts payable due to payables management 
and timing. 

34 9 CVS Health 



Net cash used in investing activities increased by $9.4 billion in 2015 and increased by $2.2 billion in 2014. The 
increase in 2015 was primarily due to the $9.6 billion paid for the acquisition of Omnicare and the $1.9 billion paid 
for the acquisition of the Target pharmacy and clinic businesses in 2015, compared to the $2.1 billion paid for the 
Coram acquisition in 2014. The increase in 2014 was primarily due to the $2.1 billion paid for the acquisition of 
Coram and an increase in capital expenditures. 

In 2015, gross capital expenditures totaled approximately $2.4 billion, an increase of $231 million compared to 
the prior year. During 2015, approximately 36% of our total capital expenditures were for new store construction, 
21 % were for store, fulfillment and support facilities expansion and improvements and 43% were for technology 
and other corporate initiatives. Gross capital expenditures totaled approximately $2.1 billion and $2.0 billion during 
2014 and 2013, respectively. During 2014, approximately 42% of our total capital expenditures were for new store 
construction, 21 % were for store, fulfillment and support facilities expansion and improvements and 37% were for 
technology and other corporate initiatives. 

Proceeds from sale-leaseback transactions totaled $411 million in 2015. This compares to $515 million in 2014 
and $600 million in 2013. Under the sale-leaseback transactions, the properties are generally sold at net book value, 
which generally approximates fair value, and the resulting leases generally qualify and are accounted for as operat
ing leases. The specific timing and amount of future sale-leaseback transactions will vary depending on future 
market conditions and other factors. 

Below is a summary of our store development activity for the respective years: 

2015 121 2014121 2013121 

Total stores (beginning of year) 7,866 7,702 7,508 

New and acquired stores 111 1,833 187 213 

Closed stores 111 (34) (23) (19) 

Total stores (end of year) 9,665 7,866 7,702 

Relocated stores 58 60 78 

(1) Relocated stores are not included in new or closed store totals. 

(2) Includes retail drugstores. onsite pharmacy stores. specialty pharmacy stores and pharmacies within Target stores. 

Net cash provided by financing activities increased by $10.7 billion in 2015 and cash used in financing activities 
increased by $4.5 billion in 2014. The increase cash received in 2015 was primarily due to higher net borrowings in 
2015 including the $14.8 billion in net proceeds received from the July 2015 debt issuance, partially offset by an 
increase in share repurchases of $1.0 billion. The increase in cash used in 2014 was primarily due to the repayments 
of long-term debt and lower borrowings than in 2013. 

Share repurchase programs The following share repurchase programs were authorized by the Company's Board of 
Directors: 

IN BILLIONS 

Authorization Date Authorized Remaining 

December 15, 2014 ("2014 Repurchase Program") 

December 17, 2013 ("2013 Repurchase Program") 

September 19, 2012 ("2012 Repurchase Program") 

$ 

$ 

$ 

10.0 

6.0 

6.0 

$ 

$ 

$ 

The share Repurchase Programs, each of which was effective immediately, permit the Company to effect repur
chases from time to time through a combination of open market repurchases, privately negotiated transactions, 
accelerated share repurchase ("ASA") transactions, and/or other derivative transactions. The 2014 Repurchase 

7.7 
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Program may be modified or terminated by the Board of Directors at any time. The 2013 and 2012 Repurchase 
Programs have been completed, as described below. 

Pursuant to the authorization under the 2014 Repurchase Program, effective December 11, 2015, the Company 
entered into a $725 million fixed dollar ASR with Barclays Bank PLC ("Barclays"). Upon payment of the $725 million 
purchase price on December 14, 2015, the Company received a number of shares of its common stock equal to 
80% of the $725 million notional amount of the ASR or approximately 6.2 million shares. At the conclusion of the 
ASR program, the Company may receive additional shares equal to the remaining 20% of the $725 million notional 
amount. The initial 6.2 million shares of common stock delivered to the Company by Barclays were placed into treasury 
stock in December 2015. The ASR was accounted for as an initial treasury stock transaction for $580 million and a 
forward contract for $145 million. The forward contract was classified as an equity instrument and was recorded within 
capital surplus on the consolidated balance sheet. On January 28, 2016, the Company received 1.4 million shares of 
common stock, representing the remaining 20% of the $725 million notional amount of the ASR, thereby concluding 
the ASR. The remaining 1 .4 million shares of common stock delivered to the Company by Barclays were placed into 
treasury stock in January 2016 and the forward contract was reclassified from capital surplus to treasury stock. 

Pursuant to the authorization under the 2013 Repurchase Programs, effective January 2, 2015, the Company 
entered into a $2.0 billion fixed dollar ASR agreement with J.P. Morgan Chase Bank ("JP Morgan"). Upon payment of 
the $2.0 billion purchase price on January 5, 2015, the Company received a number of shares of its common stock 
equal to 80% of the $2.0 billion notional amount of the ASR agreement or approximately 16.8 million shares, which 
were placed into treasury stock in January 2015. On May 1, 2015, the Company received approximately 3.1 million 
shares of common stock, representing the remaining 20% of the $2.0 billion notional amount of the ASR, thereby 
concluding the ASR. The remaining 3.1 million shares of common stock delivered to the Company by JP Morgan 
were placed into treasury stock in May 2015. The ASR was accounted for as an initial treasury stock transaction for 
$1.6 billion and a forward contract for $0.4 billion. The forward contract was classified as an equity instrument and 
was initially recorded within capital surplus on the consolidated balance sheet and was reclassified to treasury stock 
upon the settlement of the ASR in May 2015. 

Pursuant to the authorization under the 2012 Repurchase Program, effective October 1, 2013, the Company entered 
into a $1. 7 billion fixed dollar ASR agreement with Barclays. Upon payment of the $1. 7 billion purchase price on 
October 1, 2013, the Company received a number of shares of its common stock equal to 50% of the $1.7 billion 
notional amount of the ASR agreement or approximately 14.9 million shares at a price of $56.88 per share. The 
Company received approximately 11. 7 million shares of common stock on December 30, 2013 at an average 
price of $63.83 per share, representing the remaining 50% of the $1.7 billion notional amount of the ASR agreement 
and thereby concluding the agreement. The total of 26.6 million shares of common stock delivered to the Company 
by Barclays over the term of the October 2013 ASR agreement were placed into treasury stock. The ASR was 
accounted for as an initial treasury stock transaction and a forward contract. The forward contract was classified 
as an equity instrument. 

Each of the ASR transactions described above, the initial repurchase of the shares and delivery of the remainder of 
the shares to conclude each ASR, resulted in an immediate reduction of the outstanding shares used to calculate 
the weighted average common shares outstanding for basic and diluted earnings per share. 

During the year ended December 31, 2015, the Company repurchased an aggregate of 48.0 million shares of 
common stock for approximately $5.0 billion under the 2013 and 2014 Repurchase Programs. As of December 31, 
2015, there remained an aggregate of approximately $7. 7 billion available for future repurchases under the 2014 
Repurchase Program and the 2013 Repurchase Program was complete. 

Short-term borrowings We did not have any commercial paper outstanding as of December 31, 2015. In connec
tion with our commercial paper program, we maintain a $1.00 billion, five-year unsecured back-up credit facility, 
which expires on May 23, 2018, a $1.25 billion, five-year unsecured back-up credit facility, which expires on July.24, 
2019, and a $1.25 billion, five-year unsecured back-up credit facility, which expires on July 1, 2020. The credit 
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facilities allow for borrowings at various rates that are dependent, in part, on the Company's public debt ratings and 
require the Company to pay a weighted average quarterly facility fee of approximately 0.03%, regardless of usage. 
As of December 31, 2015, there were no borrowings outstanding under the back-up credit facilities. 

On May 20, 2015, in connection with the acquisition of Omnicare, the Company entered into a $13 billion unsecured 
bridge loan facility. The Company paid approximately $52 million in fees in connection with the facility. The fees were 
capitalized and amortized as interest expense over the period the bridge facility was outstanding. The bridge loan 
facility expired on July 20, 2015 upon the Company's issuance of unsecured senior notes with an aggregate 
principal of $15 billion as discussed below. The bridge loan facility fees were fully amortized during the year ended 
December 31, 2015. 

Long-term borrowings On July 20, 2015, the Company issued an aggregate of $2.25 billion of 1.9% unsecured 
senior notes due 2018 ("2018 Notes"), an aggregate of $2. 75 billion of 2.8% unsecured senior notes due 2020 
("2020 Notes"), an aggregate of $1.5 billion of 3.5% unsecured senior notes due 2022 ("2022 Notes"), an aggregate 
of $3 billion of 3.875% unsecured senior notes due 2025 ("2025 Notes"), an aggregate of $2 billion of 4.875% 
unsecured senior notes due 2035 ("2035 Notes"), and an aggregate of $3.5 billion of 5.125% unsecured senior notes 
due 2045 ("2045 Notes" and, together with the 2018 Notes, 2020 Notes, 2022 Notes, 2025 Notes and 2035 Notes, 
the "Notes") for total proceeds of approximately $14.8 billion, net of discounts and underwriting fees. The Notes pay 
interest semi-annually and contain redemption terms which allow or require the Company to redeem the Notes at a 
defined redemption price plus accrued and unpaid interest at the redemption date. The net proceeds of the Notes 
were used to fund the Omnicare acquisition and the acquisition of the pharmacies and clinics of Target. The remain
ing proceeds were used for general corporate purposes. 

Upon the closing of the Omnicare acquisition in August 2015, the Company assumed the long-term debt of Omnicare 
that had a fair value of approximately $3.1 billion, $2.0 billion of which was previously convertible into Omnicare 
shares that holders were able to redeem subsequent to the acquisition. During the period from August 18, 2015 to 
December 31, 2015, all but $5 million of the $2.0 billion of previously convertible debt was redeemed and repaid and 
approximately $0.4 billion in Omnicare term debt assumed was repaid for total repayments of Omnicare debt of 
approximately $2.4 billion in 2015. 

The remaining principal of the Omnicare debt assumed was comprised of senior unsecured notes with an aggregate 
principal amount of $700 million ($400 million of 4.75% senior notes due 2022 and $300 million of 5% senior notes 
due 2024). In September 2015, the Company commenced exchange offers for the 4.75% senior notes due 2022 and 
the 5% senior notes due 2024 to exchange all validly tendered and accepted notes issued by Omnicare for notes to 
be issued by the Company. This offer expired on October 20, 2015 and the aggregate principal amounts below of 
each of the Omnicare notes were validly tendered and exchanged for notes issued by the Company. 

Interest Rate and Maturity 

4. 75% senior notes due 2022 

5% senior notes due 2024 

Total senior notes issued under exchange transaction 

Aggregate Principal 
Amount (In Millions) 

$ 

$ 

388 

296 

684 

Percentage of Total 
Outstanding Principal 

Amount Exchanged 

96.8% 

98.8% 

The Company recorded this exchange transaction as a modification of the original debt instruments. As such, no 
gain or loss on extinguishment was recognized in the Company's consolidated income statement as a result of this 
exchange transaction and issuance costs were expensed as incurred. 

On August 7, 2014, the Company issued $850 million of 2.25% unsecured senior notes due August 12, 2019 
and $650 million of 3.375% unsecured senior notes due August 12, 2024 (collectively, the "2014 Notes") for total 
proceeds of approximately $1.5 billion, net of discounts and underwriting fees. The 2014 Notes pay interest 
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semi-annually and may be redeemed, in whole at any time, or in part from time to time, at the Company's option 
at a defined redemption price plus accrued and unpaid interest to the redemption date. The net proceeds of the 
2014 Notes were used for general corporate purposes and to repay certain corporate debt. 

On August 7, 2014, the Company announced tender offers for any and all of the 6.25% Senior Notes due 2027, and 
up to a maximum amount of the 6.125% Senior Notes due 2039, the 5. 75% Senior Notes due 2041 and the 5. 75% 
Senior Notes due 2017, for up to an aggregate principal amount of $1.5 billion. On August 21, 2014, the Company 
increased the aggregate principal amount of the tender offers to $2.0 billion and completed the repurchase for the 
maximum amount on September 4, 2014. The Company paid a premium of $490 million in excess of the debt 
principal in connection with the tender offers, wrote off $26 million of unamortized deferred financing costs and 
incurred $5 million in fees, for a total loss on the early extinguishment of debt of $521 million. The loss was recorded 
in income from continuing operations in the condensed consolidated statement of income for the year ended 
December 31, 2014. 

During the year ended December 31, 2014, the Company repurchased the remaining $41 million of outstanding 
Enhanced Capital Advantage Preferred Securities ("ECAPS") at par. The fees and write-off of deferred issuance 
costs associated with the early extinguishment of the ECAPS were immaterial. 

On December 2, 2013, the Company issued $750 million of 1.2% unsecured senior notes due December 5, 2016; 
$1.25 billion of 2.25% unsecured senior notes due December 5, 2018; $1.25 billion of 4% unsecured senior notes 
due December 5, 2023; and $750 million of 5.3% unsecured senior notes due December 5, 2043 (the "2013 Notes") 
for total proceeds of approximately $4.0 billion, net of discounts and underwriting fees. The 2013 Notes pay interest 
semi-annually and may be redeemed, in whole at any time, or in part from time to time, at the Company's option at 
a defined redemption price plus accrued and unpaid interest to the redemption date. The net proceeds of the 2013 
Notes were used to repay commercial paper outstanding at the time of issuance and to fund the acquisition of 
Coram in January 2014. The remainder was used for general corporate purposes. 

Our backup credit facilities and unsecured senior notes (see Note 6, "Borrowings and Credit Agreements" to the 
consolidated financial statements) contain customary restrictive financial and operating covenants. 

These covenants do not include a requirement for the acceleration of our debt maturities in the event of a down
grade in our credit rating. We do not believe the restrictions contained in these covenants materially affect our 
financial or operating flexibility. 

As of December 31, 2015 and 2014, we had no outstanding derivative financial instruments. 

Debt Ratings As of December 31, 2015, our long-term debt was rated "Baa1" by Moody's with a stable outlook and 
"BBB+" by Standard & Poor's with a stable outlook, and our commercial paper program was rated "P-2" by Moody's 
and "A-2" by Standard & Poor's. In assessing our credit strength, we believe that both Moody's and Standard & 
Poor's considered, among other things, our capital structure and financial policies as well as our consolidated balance 
sheet, our historical acquisition activity and other financial information. Although we currently believe our long-term 
debt ratings will remain investment grade, we cannot guarantee the future actions of Moody's and/or Standard & 

Poor's. Our debt ratings have a direct impact on our future borrowing costs, access to capital markets and new 
store operating lease costs. 

Quarterly Dividend Increase In December 2015, our Board of Directors authorized a 21 % increase in our quarterly 
common stock dividend to $0.425 per share effective in 2016. This increase equates to an annual dividend rate of 
$1.70 per share. In December 2014, our Board of Directors authorized a 27% increase in our quarterly common 
stock dividend to $0.35 per share. This increase equated to an annual dividend rate of $1.40 per share. In December 
2013, our Board of directors authorized a 22% increase in our quarterly common stock dividend to $0.275 per 
share. This increase equated to an annual dividend rate of $1.10 per share. 

38 • CVS Health 



Off-Balance Sheet Arrangements 
In connection with executing operating leases, we provide a guarantee of the lease payments. We also finance a 
portion of our new store development through sale-leaseback transactions, which involve selling stores to unrelated 
parties and then leasing the stores back under leases that generally qualify and are accounted for as operating 
leases. We do not have any retained or contingent interests in the stores, and we do not provide any guarantees, 
other than a guarantee of the lease payments, in connection with the transactions. In accordance with generally 
accepted accounting principles, our operating leases are not reflected on our consolidated balance sheets. 

Between 1991 and 1997, we sold or spun off a number of subsidiaries, including Bob's Stores, Linens 'n Things, 
Marshalls, Kay-Bee Toys, This End Up and Footstar. In many cases, when a former subsidiary leased a store, 
the Company provided a guarantee of the store's lease obligations. When the subsidiaries were disposed of, the 
Company's guarantees remained in place, although each initial purchaser agreed to indemnify the Company for 
any lease obligations the Company was required to satisfy. If any of the purchasers or any of the former subsidiaries 
were to become insolvent and failed to make the required payments under a store lease, the Company could be 
required to satisfy these obligations. 

As of December 31, 2015, we guaranteed approximately 72 such store leases (excluding the lease guarantees related 
to Linens 'n Things), with the maximum remaining lease term extending through 2026. Management believes the 
ultimate disposition of any of the remaining lease guarantees will not have a material adverse effect on the Company's 
consolidated financial condition or future cash flows. Please see "Income (loss) from discontinued operations" 
previously in this document for further information regarding our guarantee of certain Linens 'n Things' store 
lease obligations. 

Below is a summary of our significant contractual obligations as of December 31, 2015: 

PAYMENTS DUE BY PERIOD 

2017 to 2019 to 
IN MILLIONS Total 2016 2018 2020 Thereafter 

Operating leases $ 27,681 $ 2,405 $ 4,518 $ 3,921 $ 16,837 

Lease obligations from discontinued operations 35 14 13 5 3 

Capital lease obligations 1,324 52 164 138 970 

Contractual lease obligations with Target 111 1,697 1,697 

Long-term debt 26,819 1,179 4,588 4,444 16,608 

Interest payments on long-term debt121 14,201 1,079 1,982 1,698 9,442 

Other long-term liabilities reflected in our 
consolidated balance sheet 829 42 432 102 253 

$ 72,586 $ 4,771 $ 11,697 $ 10,308 $ 45,810 

(1) The Company leases pharmacy and clinic space from Target. See Note 7, "Leases" to the consolidated financial statements for additional 

information regarding the lease arrangements with Target. Amounts related to the operating and capital leases with Target are reflected within the 

operating leases and capital lease obligations above. Amounts due in excess of the remaining estimated economic lives of the buildings are 

reflected herein assuming equivalent stores continue to operate through the term of the arrangements. 

(2) Interest payments on long-term debt are calculated on outstanding balances and interest rates in effect on December 31, 2015. 
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Critical Accounting Policies 
We prepare our consolidated financial statements in conformity with generally accepted accounting principles, 
which require management to make certain estimates and apply judgment. We base our estimates and judgments 
on historical experience, current trends and other factors that management believes to be important at the time 
the consolidated financial statements are prepared. On a regular basis, we review our accounting policies and how 
they are applied and disclosed in our consolidated financial statements. While we believe the historical experience, 
current trends and other factors considered, support the preparation of our consolidated financial statements in 
conformity with generally accepted accounting principles, actual results could differ from our estimates, and such 
differences could be material. 

Our significant accounting policies are discussed in Note 1 to our consolidated financial statements. We believe 
the following accounting policies include a higher degree of judgment and/or complexity and, thus, are considered 
to be critical accounting policies. We have discussed the development and selection of our critical accounting 
policies with the Audit Committee of our Board of Directors and the Audit Committee has reviewed our disclosures 
relating to them. 

Revenue Recognition 
Pharmacy Services Segment 

Our Pharmacy Services Segment sells prescription drugs directly through our mail service dispensing pharmacies 
and indirectly through our retail pharmacy network. We recognize revenues in our Pharmacy Services Segment from 
prescription drugs sold by our mail service dispensing pharmacies and under retail pharmacy network contracts 
where we are the principal using the gross method at the contract prices negotiated with our clients. Net revenue 
from our Pharmacy Services Segment includes: (i) the portion of the price the client pays directly to us, net of any 
volume-related or other discounts paid back to the client, (ii) the price paid to us ("Mail Co-Payments") or a third 
party pharmacy in our retail pharmacy network ("Retail Co-Payments") by individuals included in our clients' benefit 
plans, and (iii) administrative fees for retail pharmacy network contracts where we are not the principal. Sales taxes 
are not included in revenue. 

We recognize revenue in the Pharmacy Services Segment when: (i) persuasive evidence of an arrangement exists, 
(ii) delivery has occurred or services have been rendered, (iii) the seller's price to the buyer is fixed or determinable, 
and (iv) collectability is reasonably assured. The following revenue recognition policies have been established for the 
Pharmacy Services Segment. 

• Revenues generated from prescription drugs sold by mail service dispensing pharmacies are recognized when the 
prescription is delivered. At the time of delivery, the Pharmacy Services Segment has performed substantially all 
of its obligations under its client contracts and does not experience a significant level of returns or reshipments. 

• Revenues generated from prescription drugs sold by third party pharmacies in the Pharmacy Services Segment's 
retail pharmacy network and associated administrative fees are recognized at the Pharmacy Services Segment's 
point-of-sale, which is when the claim is adjudicated by the Pharmacy Services Segment's online claims process
ing system. 

We determine whether we are the principal or agent for our retail pharmacy network transactions on a contract by 
contract basis. In the majority of our contracts, we have determined we are the principal due to us: (i) being the 
primary obligor in the arrangement, (ii) having latitude in establishing the price, changing the product or performing 
part of the service, (iii) having discretion in supplier selection, (iv) having involvement in the determination of product 
or service specifications, and (v) having credit risk. Our obligations under our client contracts for which revenues 
are reported using the gross method are separate and distinct from our obligations to the third party pharmacies 
included in our retail pharmacy network contracts. Pursuant to these contracts, we are contractually required to 
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pay the third party pharmacies in our retail pharmacy network for products sold, regardless of whether we are paid 
by our clients. Our responsibilities under these client contracts typically include validating eligibility and coverage 
levels, communicating the prescription price and the co-payments due to the third party retail pharmacy, identifying 
possible adverse drug interactions for the pharmacist to address with the physician prior to dispensing, suggesting 
clinically appropriate generic alternatives where appropriate and approving the prescription for dispensing. Although 
we do not have credit risk with respect to Retail Co-Payments or inventory risk related to retail network claims, we 
believe that all of the other indicators of gross revenue reporting are present. For contracts under which we act as 
an agent, we record revenues using the net method. 

We deduct from our revenues the manufacturers' rebates that are earned by our clients based on their members' 
utilization of brand-name formulary drugs. We estimate these rebates at period-end based on actual and estimated 
claims data and our estimates of the manufacturers' rebates earned by our clients. We base our estimates on the 
best available data at period-end and recent history for the various factors that can affect the amount of rebates due 
to the client. We adjust our rebates payable to clients to the actual amounts paid when these rebates are paid or as 
significant events occur. We record any cumulative effect of these adjustments against revenues as identified, and 
adjust our estimates prospectively to consider recurring matters. Adjustments generally result from contract changes 
with our clients or manufacturers, differences between the estimated and actual product mix subject to rebates or 
whether the product was included in the applicable formulary. We also deduct from our revenues pricing guarantees 
and guarantees regarding the level of service we will provide to the client or member as well as other payments 
made to our clients. Because the inputs to most of these estimates are not subject to a high degree of subjectivity or 
volatility, the effect of adjustments between estimated and actual amounts have not been material to our results of 
operations or financial position. 

We participate in the federal government's Medicare Part D program as a PDP through our SilverScript Insurance 
Company subsidiary. Our net revenues include insurance premiums earned by the PDP, which are determined 
based on the PDP's annual bid and related contractual arrangements with CMS. The insurance premiums include a 
beneficiary premium, which is the responsibility of the PDP member, but which is subsidized by CMS in the case of 
low-income members, and a direct premium paid by CMS. Premiums collected in advance are initially deferred as 
accrued expenses and are then recognized ratably as revenue over the period in which members are entitled to 
receive benefits. 

In addition to these premiums, our net revenues include co-payments, coverage gap benefits, deductibles and 
co-insurance (collectively, the "Member Co-Payments") related to PDP members' actual prescription claims. In 
certain cases, CMS subsidizes a portion of these Member Co-Payments and we are paid an estimated prospective 
Member Co-Payment subsidy, each month. The prospective Member Co-Payment subsidy amounts received 
from CMS are also included in our net revenues. We assume no risk for these amounts, which represented 6.3%, 
6.4% and 7.0% of consolidated net revenues in 2015, 2014 and 2013, respectively. If the prospective Member 
Co-Payment subsidies received differ from the amounts based on actual prescription claims, the difference is 
recorded in either accounts receivable or accrued expenses. We account for fully insured CMS obligations and 
Member Co-Payments (including the amounts subsidized by CMS) using the gross method consistent with our 
revenue recognition policies for Mail Co-Payments and Retail Co-Payments. We have recorded estimates of various 
assets and liabilities arising from our participation in the Medicare Part D program based on information in our 
claims management and enrollment systems. Significant estimates arising from our participation in the Medicare 
Part D program include: (i) estimates of low-income cost subsidy, reinsurance amounts and coverage gap discount 
amounts ultimately payable to or receivable from CMS based on a detailed claims reconciliation, (ii) an estimate 
of amounts payable to CMS under a risk-sharing feature of the Medicare Part D program design, referred to as the 
risk corridor and (iii) estimates for claims that have been reported and are in the process of being paid or contested 
and for our estimate of claims that have been incurred but have not yet been reported. Actual amounts of Medicare 
Part D-related assets and liabilities could differ significantly from amounts recorded. Historically, the effect of these 
adjustments has not been material to our results of operations or financial position. 
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Retail/LTC Segment 

Retail Pharmacy We recognize revenue from the sale of front store merchandise at the time the merchandise is 
purchased by the retail customer and recognize revenue from the sale of prescription drugs when the prescription 
is picked up by the customer. Customer returns are not material. Sales tID<es are not included in revenue. 

Long-term Care We recognize revenue when products are delivered or services are rendered or provided to 
our customers, prices are fixed and determinable, and collection is reasonably assured. A significant portion of 
our revenues from sales of pharmaceutical and medical products are reimbursed by the federal Medicare Part D 
program and, to a lesser extent, state Medicaid programs. Payments for services rendered to patients covered by 
these programs are generally less than billed charges. We monitor our revenues and receivables from these reim
bursement sources, as well as other third party insurance payors, and record an estimated contractual allowances 
for sales and receivable balances at the revenue recognition date, to properly account for anticipated differences 
between billed and reimbursed amounts. Accordingly, the total net sales and receivables reported in our consoli
dated financial statements are recorded at the amount expected to be ultimately received from these payors. Since 
billing functions for a portion of our revenue systems are largely computerized, enabling online adjudication at the 
time of sale to record net revenues, our exposure in connection with estimating contractual allowance adjustments 
is limited primarily to unbilled and initially rejected Medicare, Medicaid and third party claims (typically approved 
for reimbursement once additional information is provided to the payor). For the remaining portion of our revenue 
systems, the contractual allowance is estimated for all billed, unbilled and initially rejected Medicare, Medicaid 
and third party claims. We evaluate several criteria in developing the estimated contractual allowances on a monthly 
basis, including historical trends based on actual claims paid, current contract and reimbursement terms, and 
changes in customer base and payor/product mix. Contractual allowance estimates are adjusted to actual amounts 
as cash is received and claims are settled, and the aggregate impact of these resulting adjustments was not 
significant to ol!r results of operations. Further, we do not expect the impact of changes in estimates related to 
unsettled contractual allowance amounts from Medicare, Medicaid and third party payors as of December 31, 2015 
to be significant to our future consolidated results of operation, financial position and cash flows. 

Patient co-payments associated with Medicare Part D, certain state Medicaid programs, Medicare Part B and 
certain third party payors are typically not collected at the time products are delivered or services are rendered, but 
are billed to the individuals as part of our normal billing procedures and subject to our normal accounts receivable 
collections procedures. 

Health Care Clinics for services provided by our health care clinics, revenue recognition occurs for completed 
services provided to patients, with adjustments taken for third party payor contractual obligations and patient direct 
bill historical collection rates. 

Loyalty Program our customer loyalty program, ExtraCare®, is comprised of two components, ExtraSavings™ 
and ExtraBucks® Rewards. ExtraSavings coupons redeemed by customers are recorded as a reduction of revenues 
when redeemed. ExtraBucks Rewards are accrued as a charge to cost of revenues when earned, net of estimated 
breakage. We determine breakage based on our historical redemption patterns. 

Allowances for Doubtful Accounts 
Accounts receivable primarily includes amounts due from third party providers (e.g., pharmacy benefit managers, 
insurance companies, governmental agencies and long-term care facilities), clients, members and private pay 
customers, as well as vendors and manufacturers. We provide a reserve for accounts receivable considered to 
be at increased risk of becoming uncollectible by establishing an allowance to reduce the carrying value of such 
receivables to their estimated net realizable value. We establish this allowance for doubtful accounts and consider 
such factors as historical collection experience, (i.e., payment history and credit losses) and creditworthiness, 
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specifically identified credit risks, aging of accounts receivable by payor category, current and expected economic 
conditions and other relevant factors. We regularly review our allowance for doubtful accounts for appropriateness. 
Judgment is used to assess the collectability of account balances and the economic ability of a customer to pay. 

Our allowance for doubtful accounts as of December 31, 2015 was $161 million, compared with $256 million as 
of December 31, 2014. Our allowance for doubtful accounts represented 1.3% and 2.6% of gross receivables (net 
of contractual allowance adjustments) as of December 31, 2015 and 2014, respectively. Unforeseen future develop
ments could lead to changes in our provision for doubtful accounts levels and future allowance for doubtful accounts 
percentages. For example, a one percentage point increase in the allowance for doubtful accounts as a percentage 
of gross receivables as of December 31, 2015 would result in an increase to the provision of doubtful accounts of 
approximately $120 million. 

Given our experience, we believe that our aggregate reserves for potential losses are adequate, but if any of our 
larger customers were to unexpectedly default on their obligations, our overall allowances for doubtful accounts may 
prove to be inadequate. In particular, if economic conditions worsen, the payor mix shifts significantly or reimburse
ment rates are adversely affected, we may adjust our allowance for doubtful accounts accordingly, and our accounts 
receivable collections, cash flows, financial position and results of operations could be adversely affected. 

Vendor Allowances and Purchase Discounts 
Pharmacy Services Segment 

Our Pharmacy Services Segment receives purchase discounts on products purchased. Contractual arrangements 
with vendors, including manufacturers, wholesalers and retail pharmacies, normally provide for the Pharmacy 
Services Segment to receive purchase discounts from established list prices in one, or a combination, of the following 
forms: (i) a direct discount at the time of purchase, (ii) a discount for the prompt payment of invoices or (iii) when 
products are purchased indirectly from a manufacturer (e.g., through a wholesaler or retail pharmacy), a discount (or 
rebate) paid subsequent to dispensing. These rebates are recognized when prescriptions are dispensed and are 
generally calculated and billed to manufacturers within 30 days of the end of each completed quarter. Historically, 
the effect of adjustments resulting from the reconciliation of rebates recognized to the amounts billed and collected 
has not been material to the results of operations. We account for the effect of any such differences as a change in 
accounting estimate in the period the reconciliation is completed. The Pharmacy Services Segment also receives 
additional discounts under its wholesaler contracts if it exceeds contractually defined annual purchase volumes. 
In addition, the Pharmacy Services Segment receives fees from pharmaceutical manufacturers for administrative 
services. Purchase discounts and administrative service fees are recorded as a reduction of "Cost of revenues". 

Retail/LTC Segment 

Vendor allowances received by the Retail/LTC Segment reduce the carrying cost of inventory and are recognized 
in cost of revenues when the related inventory is sold, unless they are specifically identified as a reimbursement 
of incremental costs for promotional programs and/or other services provided. Amounts that are directly linked to 
advertising commitments are recognized as a reduction of advertising expense (included in operating expenses) 
when the related advertising commitment is satisfied. Any such allowances received in excess of the actual cost 
incurred also reduce the carrying cost of inventory. The total value of any upfront payments received from vendors 
that are linked to purchase commitments is initially deferred. The deferred amounts are then amortized to reduce 
cost of revenues over the life of the contract based upon purchase volume. The total value of any upfront payments 
received from vendors that are not linked to purchase commitments is also initially deferred. The deferred amounts 
are then amortized to reduce cost of revenues on a straight-line basis over the life of the related contract. 

We have not made any material changes in the way we account for vendor allowances and purchase discounts 
during the past three years. 

2015 Annual Report • 43 



Ma1n1ageme111t's Dosc1UJssioli'il and Analysis 
of Financial Condition and Results of Operations 

Inventory 
Effective January 1, 2015, the Company changed its methods of accounting for "front store" inventories in the 
Retail/LTC Segment. Prior to 2015, the Company valued front store inventories at the lower of cost or market on a 
first-in, first-out ("FIFO") basis in retail stores using the retail inventory method and in distribution centers using the 
FIFO cost method. Effective January 1, 2015, all front store inventories in the Retail/LTC Segment have been valued 
at the lower of cost or market using the weighted average cost method. These changes affected approximately 36% 
of consolidated inventories. 

These changes were made primarily to provide the Company with better information to manage its retail front store 
operations and to bring all of the Company's inventories to a common inventory valuation methodology. The 
Company believes the weighted average cost method is preferable to the retail inventory method and the FIFO cost 
method because it results in greater precision in the determination of cost of revenues and inventories at the stock 
keeping unit ("SKU") level and results in a consistent inventory valuation method for all of the Company's inventories 
as all of the Company's remaining inventories, which consist of prescription drugs, were already being valued using 
the weighted average cost method. 

The Company recorded the cumulative effect of these changes in accounting principle as of January 1, 2015. The 
Company determined that retrospective application for periods prior to 2015 is impracticable, as the period-specific 
information necessary to value front store inventories in the Retail/LTC Segment under the weighted average cost 
method is unavailable. The Company implemented a new perpetual inventory system to manage front store inven
tory at the SKU level and valued front store inventory as of January 1, 2015 and calculated the cumulative impact. 
The effect of these changes in accounting principle as of January 1, 2015, was a decrease in inventories of $7 million, 
an increase in current deferred income tax assets of $3 million and a decrease in retained earnings of $4 million. 

All prescription drug inventories in the Retail/LTC Segment have been valued at the lower of cost or market using the 
weighted average cost method. The weighted average cost method is used to determine cost of sales and inventory 
in our mail service and specialty pharmacies in our Pharmacy Services Segment. 

We reduce the value of our ending inventory for estimated inventory losses that have occurred during the interim 
period between physical inventory counts. Physical inventory counts are taken on a regular basis in each store and 
a continuous cycle count process is the primary procedure used to validate the inventory balances on hand in each 
distribution center and mail facility to ensure that the amounts reflected in the accompanying consolidated financial 
statements are properly stated. The accounting for inventory contains uncertainty since we must use judgment 
to estimate the inventory losses that have occurred during the interim period between physical inventory counts. 
When estimating these losses, we consider a number of factors, which include, but are not limited to, historical 
physical inventory results on a location-by-location basis and current physical inventory loss trends. 

Our total reserve for estimated inventory losses covered by this critical accounting policy was $225 million as of 
December 31, 2015. Although we believe we have sufficient current and historical information available to us to 
record reasonable estimates for estimated inventory losses, it is possible that actual results could differ. In order to 
help you assess the aggregate risk, if any, associated with the uncertainties discussed above, a ten percent (10%) 
pre-tax change in our estimated inventory losses, which we believe is a reasonably likely change, would increase 
or decrease our total reserve for estimated inventory losses by about $23 million as of December 31, 2015. 

Although we believe that the estimates discussed above are reasonable and the related calculations conform to 
generally accepted accounting principles, actual results could differ from our estimates, and such differences could 
be material. 
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Goodwill and Intangible Assets 
Identifiable intangible assets consist primarily of trademarks, client contracts and relationships, favorable leases 
and covenants not to compete. These intangible assets arise primarily from the determination of their respective fair 
market values at the date of acquisition. 

Amounts assigned to identifiable intangible assets, and their related useful lives, are derived from established 
valuation techniques and management estimates. Goodwill represents the excess of amounts paid for acquisitions 
over the fair value of the net identifiable assets acquired. 

We evaluate the recoverability of certain long-lived assets, including intangible assets with finite lives, but excluding 
goodwill and intangible assets with indefinite lives which are tested for impairment using separate tests, whenever 
events or changes in circumstances indicate that the carrying value of an asset may not be recoverable. We group 
and evaluate these long-lived assets for impairment at the lowest level at which individual cash flows can be 
identified. When evaluating these long-lived assets for potential impairment, we first compare the carrying amount 
of the asset group to the asset group's estimated future cash flows (undiscounted and without interest charges). If 
the estimated future cash flows are less than the carrying amount of the asset group, an impairment loss calculation 
is prepared. The impairment loss calculation compares the carrying amount of the asset group to the asset group's 
estimated future cash flows (discounted and with interest charges). If required, an impairment loss is recorded for 
the portion of the asset group's carrying value that exceeds the asset group's estimated future cash flows (dis
counted and with interest charges). Our long-lived asset impairment loss calculation contains uncertainty since we 
must use judgment to estimate each asset group's future sales, profitability and cash flows. When preparing these 
estimates, we consider historical results and current operating trends and our consolidated sales, profitability and 
cash flow results and forecasts. 

These estimates can be affected by a number of factors including, but not limited to, general economic and regula
tory conditions, efforts of third party organizations to reduce their prescription drug costs and/or increased member 
co-payments, the continued efforts of competitors to gain market share and consumer spending patterns. 

Goodwill and indefinitely-lived intangible assets are subject to annual impairment reviews, or more frequent reviews 
if events or circumstances indicate that the carrying value may not be recoverable. 

Indefinitely-lived intangible assets are tested by comparing the estimated fair value of the asset to its carrying value. 
If the carrying value of the asset exceeds its estimated fair value, an impairment loss is recognized and the asset is 
written down to its estimated fair value. 

Our indefinitely-lived intangible asset impairment loss calculation contains uncertainty since we must use judgment 
to estimate the fair value based on the assumption that in lieu of ownership of an intangible asset, the Company 
would be willing to pay a royalty in order to utilize the benefits of the asset. Value is estimated by discounting the 
hypothetical royalty payments to their present value over the estimated economic life of the asset. These estimates 
can be affected by a number of factors including, but not limited to, general economic conditions, availability of 
market information as well as the profitability of the Company. 

Goodwill is tested for impairment on a reporting unit basis using a two-step process. The first step of the impairment 
test is to identify potential impairment by comparing the reporting unit's fair value with its net book value (or carrying 
amount), including goodwill. The fair value of our reporting units is estimated using a combination of the discounted 
cash flow valuation model and comparable market transaction models. If the fair value of the reporting unit exceeds 
its carrying amount, the reporting unit's goodwill is not considered to be impaired and the second step of the 
impairment test is not performed. If the carrying amount of the reporting unit exceeds its fair value, the second 
step of the impairment test is performed to measure the amount of impairment loss, if any. The second step of the 
impairment test compares the implied fair value of the reporting unit's goodwill with the carrying amount of the 
goodwill. If the carrying amount of the reporting unit's goodwill exceeds the implied fair value of the goodwill, an 
impairment loss is recognized in an amount equal to that excess. 
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The determination of the fair value of our reporting units requires the Company to make significant assumptions 
and estimates. These assumptions and estimates primarily include, but are not limited to, the selection of appropri
ate peer group companies; control premiums and valuation multiples appropriate for acquisitions in the industries 
in which the Company competes; discount rates, terminal growth rates; and forecasts of revenue, operating profit, 
depreciation and amortization, capital expenditures and future working capital requirements. When determining 
these assumptions and preparing these estimates, we consider each reporting unit's historical results and current 
operating trends and our consolidated revenues, profitability and cash flow results, forecasts and industry trends. 
Our estimates can be affected by a number of factors including, but not limited to, general economic and regulatory 
conditions, our market capitalization, efforts of third party organizations to reduce their prescription drug costs and/ 
or increase member co-payments, the continued efforts of competitors to gain market share and consumer spend
ing patterns. 

The carrying value of goodwill and other intangible assets covered by this critical accounting policy was $38.1 billion 
and $13.9 billion as of December 31, 2015, respectively. We did not record any impairment losses related to goodwill 
or other intangible assets during 2015, 2014 or 2013. During the third quarter of 2015, we performed our required 
annual impairment tests of goodwill and indefinitely-lived trademarks. The results of the impairment tests concluded 
that there was no impairment of goodwill or trademarks. The goodwill impairment test resulted in the fair value of our 
reporting units exceeding their carrying values by a significant margin. 

Although we believe we have sufficient current and historical information available to us to test for impairment, it is 
possible that actual results could differ from the estimates used in our impairment tests. 

We have not made any material changes in the methodologies utilized to test the carrying values of goodwill and 
intangible assets for impairment during the past three years. 

Closed Store Lease Liability 
We account for closed store lease termination costs when a leased store is closed. When a leased store is closed, 
we record a liability for the estimated present value of the remaining obligation under the noncancelable lease, which 
includes future real estate taxes, common area maintenance and other charges, if applicable. The liability is reduced 
by estimated future sublease income. 

The initial calculation and subsequent evaluations of our closed store lease liability contain uncertainty since we 
must use judgment to estimate the timing and duration of future vacancy periods, the amount and timing of future 
lump sum settlement payments and the amount and timing of potential future sublease income. When estimating 
these potential termination costs and their related timing, we consider a number of factors, which include, but are 
not limited to, historical settlement experience, the owner of the property, the location and condition of the property, 
the terms of the underlying lease, the specific marketplace demand and general economic conditions. 

Our total closed store lease liability covered by this critical accounting policy was $221 million as of December 31, 
2015. This amount is net of $115 million of estimated sublease income that is subject to the uncertainties discussed 
above. Although we believe we have sufficient current and historical information available to us to record reasonable 
estimates for sublease income, it is possible that actual results could differ. 

In order to help you assess the risk, if any, associated with the uncertainties discussed above, a ten percent (10%) 
pre-tax change in our estimated sublease income, which we believe is a reasonably likely change, would increase or 
decrease our total closed store lease liability by about $12 million as of December 31, 2015. 

We have not made any material changes in the reserve methodology used to record closed store lease reserves 
during the past three years. 

46 • CVS Health 



Self-Insurance Liabilities 
We are self-insured for certain losses related to general liability, workers' compensation and auto liability, although 
we maintain stop loss coverage with third party insurers to limit our total liability exposure. We are also self-insured 
for certain losses related to health and medical liabilities. 

The estimate of our self-insurance liability contains uncertainty since we must use judgment to estimate the ultimate 
cost that will be incurred to settle reported claims and unreported claims for incidents incurred but not reported as 
of the balance sheet date. When estimating our self-insurance liability, we consider a number of factors, which 
include, but are not limited to, historical claim experience, demographic factors, severity factors and other standard 
insurance industry actuarial assumptions. On a quarterly basis, we review our self-insurance liability to determine 
if it is adequate as it relates to our general liability, workers' compensation and auto liability. Similar reviews are 
conducted semi-annually to determine if our self-insurance liability is adequate for our health and medical liability. 

Our total self-insurance liability covered by this critical accounting policy was $660 million as of December 31, 2015. 
Although we believe we have sufficient current and historical information available to us to record reasonable 
estimates for our self-insurance liability, it is possible that actual results could differ. In order to help you assess the 
risk, if any, associated with the uncertainties discussed above, a ten percent (10%) pre-tax change in our estimate 
for our self-insurance liability, which we believe is a reasonably likely change, would increase or decrease our 
self-insurance liability by about $66 million as of December 31, 2015. 

We have not made any material changes in the accounting methodology used to establish our self-insurance liability 
during the past three years. 

Income Taxes 
Income taxes are accounted for using the asset and liability method. Deferred tax liabilities or assets are established 
for temporary differences between financial and tax reporting bases and are subsequently adjusted to reflect 
changes in enacted tax rates expected to be in effect when the temporary differences reverse. The deferred tax 
assets are reduced, if necessary, by a valuation allowance to the extent future realization of those tax benefits is 
uncertain. 

Significant judgment is required in determining the provision for income taxes and the related taxes payable and 
deferred tax assets and liabilities since, in the ordinary course of business, there are transactions and calculations 
where the ultimate tax outcome is uncertain. Additionally, our tax returns are subject to audit by various domestic 
and foreign tax authorities that could result in material adjustments or differing interpretations of the tax laws. 
Although we believe that our estimates are reasonable and are based on the best available information at the time 
we prepare the provision, actual results could differ from these estimates resulting in a final tax outcome that may be 
materially different from that which is reflected in our consolidated financial statements. 

The tax benefit from an uncertain tax position is recognized only if it is more likely than not that the tax position will 
be sustained on examination by the taxing authorities, based on the technical merits of the position. The tax benefits 
recognized in the consolidated financial statements from such positions are then measured based on the largest 
benefit that has a greater than 50% likelihood of being realized upon settlement. Interest and/or penalties related to 
uncertain tax positions are recognized in income tax expense. Significant judgment is required in determining our 
uncertain tax positions. We have established accruals for uncertain tax positions using our best judgment and adjust 
these accruals, as warranted, due to changing facts and circumstances. 
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Proposed Lease Accounting Standard Update 
In May 2013, the Financial Accounting Standards Board issued a revised proposed accounting standard update 
on lease accounting that will require entities to recognize assets and liabilities arising from lease contracts on the 
balance sheet. The proposed accounting standard update states that lessees and lessors should apply a "right-of
use model" in accounting for all leases. Under the proposed model, lessees would recognize an asset for the right to 
use the leased asset, and a liability for the obligation to make rental payments over the lease term. The Company 
cannot presently determine the potential impact the proposed standard would have on its results of operations. 
While the Company believes that the proposed standard, as currently drafted, will likely have a material impact on its 
financial position, it will not have a material impact on its liquidity; however, until the proposed standard is finalized, 
such evaluation cannot be completed. 

See Note 1, "Significant Accounting Policies" to the consolidated financial statements for a description of New 
Accounting Pronouncements applicable to the Company. 

Cautionary Statement Concerning Forward-Looking Statements 
This annual report contains forward-looking statements within the meaning of the federal securities laws. In addition, 
the Company and its representatives may, from time to time, make written or verbal forward-looking statements, 
including statements contained in the Company's filings with the U.S. Securities and Exchange Commission ("SEC") 
and in its reports to stockholders, press releases, webcasts, conference calls, meetings and other communications. 
Generally, the inclusion of the words "believe," "expect," "intend," "estimate," "project," "anticipate," "will," "should" 
and similar expressions identify statements that constitute forward-looking statements. All statements addressing 
operating performance of CVS Health Corporation or any subsidiary, events or developments that the Company 
expects or anticipates will occur in the future, including statements relating to corporate strategy; revenue growth; 
earnings or earnings per common share growth; adjusted earnings or adjusted earnings per common share growth; 
free cash flow; debt ratings; inventory levels; inventory turn and loss rates; store development; relocations and new 
market entries; retail pharmacy business, sales trends and operations; PBM business, sales trends and operations; 
LTC pharmacy business, sales trends and operations; the Company's ability to attract or retain customers and 
clients; Medicare Part D competitive bidding, enrollment and operations; new product development; and the impact 
of industry developments, as well as statements expressing optimism or pessimism about future operating results 
or events, are forward-looking statements within the meaning of the federal securities laws. 

The forward-looking statements are and will be based upon management's then-current views and assumptions 
regarding future events and operating performance, and are applicable only as of the dates of such statements. The 
Company undertakes no obligation to update or revise any forward-looking statements, whether as a result of new 
information, future events, or otherwise. 

By their nature, all forward-looking statements involve risks and uncertainties. Actual results may differ materially 
from those contemplated by the forward-looking statements for a number of reasons as described in our SEC 
filings, including those set forth in the Risk Factors section within the 2015 Annual Report on Form 10-K, and 
including, but not limited to: 

• Risks relating to the health of the economy in general and in the markets we setVe, which could impact consumer 
purchasing power, preferences and/or spending patterns, drug utilization trends, the financial health of our PBM 
and LTC clients or other payors doing business with the Company and our ability to secure necessary financing, 
suitable store locations and sale-leaseback transactions on acceptable terms. 

• Efforts to reduce reimbursement levels and alter health care financing practices, including pressure to reduce 
reimbursement levels for generic drugs. 
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• The possibility of PBM and LTC client loss and/or the failure to win new PBM and LTC business, including as 
a result of failure to win renewal of expiring contracts, contract termination rights that may permit clients to 
terminate a contract prior to expiration and early or periodic renegotiation of pricing by clients prior to expiration 
of a contract. 

• The possibility of loss of Medicare Part 0 business and/or failure to obtain new Medicare Part 0 business, whether 
as a result of the annual Medicare Part 0 competitive bidding process or otherwise. 

• Risks related to the frequency and rate of the introduction of generic drugs and brand name prescription products. 

• Risks of declining gross margins in the PBM and LTC pharmacy industries attributable to increased competitive 
pressures, increased client demand for lower prices, enhanced service offerings and/or higher service levels and 
market dynamics and, with respect to the PBM industry, regulatory changes that impact our ability to offer plan 
sponsors pricing that includes the use of retail "differential" or "spread." 

• Regulatory changes, business changes and compliance requirements and restrictions that may be imposed by 
Centers for Medicare and Medicaid Services ("CMS"), Office of Inspector General or other government agencies 
relating to the Company's participation in Medicare, Medicaid and other federal and state government-funded 
programs, including sanctions and remedial actions that may be imposed by CMS on its Medicare Part 0 business. 

• Risks and uncertainties related to the timing and scope of reimbursement from Medicare, Medicaid and other 
government-funded programs, including the possible impact of sequestration, the impact of other federal budget, 
debt and deficit negotiations and legislation that could delay or reduce reimbursement from such programs and the 
impact of any closure, suspension or other changes affecting federal or state government funding or operations. 

• Possible changes in industry pricing benchmarks used to establish pricing in many of our PBM and LTC client 
contracts, pharmaceutical purchasing arrangements, retail network contracts, specialty payor agreements and 
other third party payor contracts. 

• A highly competitive business environment, including the uncertain impact of increased consolidation in the PBM 
industry, uncertainty concerning the ability of our retail pharmacy business to secure and maintain contractual 
relationships with PBMs and other payors on acceptable terms, uncertainty concerning the ability of our PBM 
business to secure and maintain competitive access, pricing and other contract terms from retail network pharma
cies in an environment where some PBM clients are willing to consider adopting narrow or more restricted retail 
pharmacy networks. 

• The Company's ability to timely identify or effectively respond to changing consumer preferences and spending 
patterns, an inability to expand the products being purchased by our customers, or the failure or inability to obtain 
or offer particular categories of products. 

• Risks relating to our ability to secure timely and sufficient access to the products we sell from our domestic and/or 
international suppliers. 

• Reform of the U.S. health care system, including ongoing implementation of ACA, continuing legislative efforts, 
regulatory changes and judicial interpretations impacting our health care system and the possibility of shifting 
political and legislative priorities related to reform of the health care system in the future. 

• Risks relating to any failure to properly maintain our information technology systems, our information security 
systems and our infrastructure to support our business and to protect the privacy and security of sensitive 
customer and business information. 

• Risks related to compliance with a broad and complex regulatory framework, including compliance with new and 
existing federal, state and local laws and regulations relating to health care, accounting standards, corporate 
securities, tax, environmental and other laws and regulations affecting our business. 
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• Risks related to litigation, government investigations and other legal proceedings as they relate to our business, the 
pharmacy services, retail pharmacy, LTC pharmacy or retail clinic industries or to the health care industry generally. 

• The risk that any condition related to the closing of any proposed acquisition may not be satisfied on a timely 
basis or at all, including the inability to obtain required regulatory approvals of any proposed acquisition, or on the 
terms desired or anticipated; the risk that such approvals may result in the imposition of conditions that could 
adversely affect the resulting combined company or the expected benefits of any proposed transaction; and the 
risk that the proposed transactions fail to close for any other reason. 

• The possibility that the anticipated synergies and other benefits from any acquisition by us will not be realized, 
or will not be realized within the expected time periods. 

• The risks and uncertainties related to our ability to integrate the operations, products, services and employees 
of any entities acquired by us and the effect of the potential disruption of management's attention from ongoing 
business operations due to any pending acquisitions. 

• The accessibility or availability of adequate financing on a timely basis and on reasonable terms in connection 
with any proposed acquisition. 

• Risks related to the outcome of any legal proceedings related to, or involving any entity that is a part of, any 
proposed acquisition contemplated by us. 

• Other risks and uncertainties detailed from time to time in our filings with the SEC. 

The foregoing list is not exhaustive. There can be no assurance that the Company has correctly identified and 
appropriately assessed all factors affecting its business. Additional risks and uncertainties not presently known 
to the Company or that it currently believes to be immaterial also may adversely impact the Company. Should any 
risks and uncertainties develop into actual events, these developments could have a material adverse effect on 
the Company's business, financial condition and results of operations. For these reasons, you are cautioned not 
to place undue reliance on the Company's forward-looking statements. 
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We are responsible for establishing and maintaining adequate internal control over financial reporting. Our Company's 
internal control over financial reporting includes those policies and procedures that pertain to the Company's ability 
to record, process, summarize and report a system of internal accounting controls and procedures to provide 
reasonable assurance, at an appropriate cost/benefit relationship, that the unauthorized acquisition, use or disposi
tion of assets are prevented or timely detected and that transactions are authorized, recorded and reported properly 
to permit the preparation of financial statements in accordance with generally accepted accounting principles 
(GAAP) and receipts and expenditures are duly authorized. In order to ensure the Company's internal control over 
financial reporting is effective, management regularly assesses such controls and did so most recently for its 
financial reporting as of December 31, 2015. 

We conducted an assessment of the effectiveness of our internal controls over financial reporting based on the 
criteria set forth in Internal Control - Integrated Framework issued by the Committee of Sponsoring Organizations 
of the Treadway Commission (2013 Framework). This evaluation included review of the documentation, evaluation 
of the design effectiveness and testing of the operating effectiveness of controls. Our system of internal control 
over financial reporting is enhanced by periodic reviews by our internal auditors, written policies and procedures 
and a written Code of Conduct adopted by our Company's Board of Directors, applicable to all employees of our 
Company. In addition, we have an internal Disclosure Committee, comprised of management from each functional 
area within the Company, which performs a separate review of our disclosure controls and procedures. There are 
inherent limitations in the effectiveness of any system of internal controls over financial reporting. 

Management's assessment of the effectiveness of our internal control over financial reporting did not include two 
acquisitions, Omnicare, Inc. and the pharmacies and clinics of Target Corporation, consummated during fiscal year 
2015. Omnicare, Inc. and the Target Corporation pharmacy and clinic businesses are included in the Company's 
2015 consolidated financial statements and represent 18% of total assets as of December 31, 2015 and 2% of net 
revenues for the year then ended. 

Based on our assessment, we conclude our Company's internal control over financial reporting is effective and 
provides reasonable assurance that assets are safeguarded and that the financial records are reliable for preparing 
financial statements as of December 31, 2015. 

Ernst & Young LLP, independent registered public accounting firm, is appointed by the Board of Directors and ratified 
by our Company's shareholders. They were engaged to render an opinion regarding the fair presentation of our 
consolidated financial statements as well as conducting an audit of internal control over financial reporting. Their 
accompanying reports are based upon audits conducted in accordance with the standards of the Public Company 
Accounting Oversight Board (United States). 

February 9, 2016 
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The Board of Directors and Shareholders of CVS Health Corporation 

We have audited CVS Health Corporation's internal control over financial reporting as of December 31, 2015, based on 

criteria established in Internal Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the 

Treadway Commission (2013 framework) (the COSO criteria). CVS Health Corporation's management is responsible for 

maintaining effective internal control over financial reporting, and for its assessment of the effectiveness of internal control 
over financial reporting included in the accompanying Management's Report on Internal Control Over Financial Reporting. 

Our responsibility is to express an opinion on the Company's internal control over financial reporting based on our audit. 

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United 

States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether 

effective internal control over financial reporting was maintained in all material respects. Our audit included obtaining an 

understanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing and 
evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing such 

other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable 

basis for our opinion. 

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding 

the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with 

generally accepted accounting principles. A company's internal control over financial reporting includes those policies 

and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the 

transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded 

as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and 
that receipts and expenditures of the company are being made only in accordance with authorizations of management and 

directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized 

acquisition, use, or disposition of the company's assets that could have a material effect on the financial statements. 

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, 

projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inade

quate because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate. 

As indicated in the accompanying Management's Report on Internal Control Over Financial Reporting, management's 

assessment of and conclusion on the effectiveness of internal control over financial reporting did not include the internal 

controls of Omnicare, Inc. and the pharmacies and clinics of Target Corporation, which are included in the 2015 consoli

dated financial statements of CVS Health Corporation and constituted 18% of total assets as of December 31, 2015 
and 2% of net revenues for the year then ended. Our audit of internal control over financial reporting of CVS Health 

Corporation also did not include an evaluation of the internal control over financial reporting of Omnicare, Inc. and the 
pharmacies and clinics of Target Corporation. 

In our opinion, CVS Health Corporation maintained, in all material respects, effective internal control over financial 
reporting as of December 31, 2015, based on the COSO criteria. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United 

States), the consolidated balance sheets of CVS Health Corporation as of December 31, 2015 and 2014, and the related 

consolidated statements of income, comprehensive income, shareholders' equity and cash flows for each of the three 
years in the period ended December 31, 2015 of CVS Health Corporation and our report dated February 9, 2016 

expressed an unqualified opinion thereon. 

Boston, Massachusetts 

February 9, 2016 
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Consolidated Statements of Income 

YEAR ENDED DECEMBER 31, 

IN MILLIONS, EXCEPT PER SHARE AMOUNTS 2015 2014 2013 

Net revenues s 153,290 $ 139,367 $ 126,761 

Cost of revenues 126,762 114,000 102,978 

Gross profit 26,528 25,367 23,783 

Operating expenses 17,074 16,568 15,746 

Operating profit 9,454 8,799 8,037 

Interest expense, net 838 600 509 

Loss on early extinguishment of debt - 521 -
Income before income tax provision 8,616 7,678 7,528 

Income tax provision 3,386 3,033 2,928 

Income from continuing operations 5,230 4,645 4,600 

Income (loss) from discontinued operations, net of tax 9 (1) (8) 

Net income 5,239 4,644 4,592 

Net income attributable to noncontrolling interest (2) - -
Net income attributable to CVS Health s 5,237 $ 4,644 $ 4,592 

Basic earnings per share: 

Income from continuing operations attributable to CVS Health s 4.65 $ 3.98 $ 3.78 

Income (loss) from discontinued operations attributable to 
CVS Health s 0.01 $ - $ (0.01) 

Net income attributable to CVS Health s 4.66 $ 3.98 $ 3.77 

Weighted average shares outstanding 1, 118 1,161 1,217 

Diluted earnings per share: 

Income from continuing operations attributable to CVS Health s 4.62 $ 3.96 $ 3.75 

Income (loss) from discontinued operations attributable to 
CVS Health s 0.01 $ - $ (0.01) 

Net income attributable to CVS Health s 4.63 $ 3.96 $ 3.74 

Weighted average shares outstanding 1,126 1,169 1,226 

Dividends declared per share s 1.40 $ 1.10 $ 0.90 

See accompanying notes to consolidated financial statements. 
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Consolidated Statements of Comprehensive Income 

YEAR ENDED DECEMBER 31, 

IN MILLIONS 2015 2014 2013 

Net income $ 5,239 $ 4,644 $ 4,592 

Other comprehensive income (loss): 

Foreign currency translation adjustments, net of tax (100) (35) (30) 

Net cash flow hedges, net of tax 2 4 3 

Pension and other postretirement benefits, net of tax (43) (37) 59 

Total other comprehensive income (loss) (141) (68) 32 

Comprehensive income 5,098 4,576 4,624 

Comprehensive income attributable to noncontrolling interest (2) 

Comprehensive income attributable to CVS Health $ 5,096 $ 4,576 $ 4,624 

See accompanying notes to consolidated financial statements. 
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Consolidated Balance Sheets 

DECEMBER 31, 

IN MILLIONS, EXCEPT PER SHARE AMOUNTS 2015 2014 

Assets: 

Cash and cash equivalents $ 2,459 $ 2,481 

Short-term investments 88 34 

Accounts receivable, net 11,888 9,687 

Inventories 14,001 11,930 

Deferred income taxes 1,220 985 

Other current assets 722 866 

Total current assets 30,378 25,983 

Property and equipment, net 9,855 8,843 

Goodwill 38,106 28,142 

Intangible assets, net 13,878 9,774 

Other assets 1,440 1,445 

Total assets $ 93,657 $ 74,187 

Liabilities: 

Accounts payable $ 7,490 $ 6,547 

Claims and discounts payable 7,653 5,404 

Accrued expenses 6,829 5,816 

Short-term debt - 685 

Current portion of long-term debt 1, 197 575 

Total current liabilities 23,169 19,027 

Long-term debt 26,267 11,630 

Deferred income taxes 5,437 4,036 

Other long-term liabilities 1,542 1,531 

Commitments and contingencies (Note 12) - -
Redeemable noncontrolling interest 39 -

Shareholders' equity: 

CVS Health shareholders' equity: 

Preferred stock, par value $0.01: 0.1 shares authorized; none issued or outstanding - -
Common stock, par value $0.01: 3,200 shares authorized; 1,699 shares issued and 
1, 101 shares outstanding at December 31, 2015 and 1,691 shares issued and 
1, 140 shares outstanding at December 31, 2014 17 17 

Treasury stock, at cost: 597 shares at December 31, 2015 and 550 shares at 
December 31,2014 (28,886) (24,078) 

Shares held in trust: 1 share at December 31, 2015 and 2014 (31) (31) 

Capital surplus 30,948 30,418 

Retained earnings 35,506 31,849 

Accumulated other comprehensive income (loss) (358) (217) 

Total CVS Health shareholders' equity 37,196 37,958 

Noncontrolling interest 7 5 

Total shareholders' equity 37,203 37,963 

Total liabilities and shareholders' equity $ 93,657 $ 74, 187 

See accompanying notes to consolidated financial statements. 
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Consolidated Statements of Cash Flows 

YEAR ENDED DECEMBER 31. 

IN MILLIONS 2015 2014 2013 

Cash flows from operating activities: 
Cash receipts from customers $ 148,954 $ 132,406 $ 114,993 
Cash paid for inventory and prescriptions dispensed 

by retail network pharmacies (122,498) (105,362) (91,178) 
Cash paid to other suppliers and employees (14, 162) (15,344) (14,295) 
Interest received 21 15 8 
Interest paid (629) (647) (534) 
Income taxes paid (3,274) (2,931) (3,211) 

Net cash provided by operating activities 8,412 8,137 5,783 

Cash flows from investing activities: 
Purchases of property and equipment (2,367) (2,136) (1,984) 
Proceeds from sale-leaseback transactions 411 515 600 
Proceeds from sale of property and equipment and other assets 35 11 54 
Acquisitions (net of cash acquired) and other investments (11,475) (2,439) (415) 
Purchase of available-for-sale investments (267) (157) (226) 
Maturity of available-for-sale investments 243 161 136 

Net cash used in investing activities (13,420) (4,045) (1,835) 

Cash flows from financing activities: 
Increase (decrease) in short-term debt (685) 685 (690) 
Proceeds from issuance of long-term debt 14,805 1,483 3,964 
Repayments of long-term debt (2,902) (3,100) -
Payment of contingent consideration (58) - -
Dividends paid (1,576) (1,288) (1,097) 
Proceeds from exercise of stock options 299 421 500 
Excess tax benefits from stock-based compensation 127 106 62 
Repurchase of common stock (5,001) (4,001) (3,976) 

Other (3) - -
Net cash provided by (used in) financing activities 5,006 (5,694) (1,237) 

Effect of exchange rate changes on cash and cash equivalents (20) (6) 3 
Net increase (decrease) in cash and cash equivalents (22) (1,608) 2,714 
Cash and cash equivalents at the beginning of the year 2,481 4,089 1,375 

Cash and cash equivalents at the end of the year $ 2,459 $ 2,481 $ 4,089 

Reconciliation of net income to net cash provided by operating activities: 
Net income $ 5,239 $ 4,644 $ 4,592 
Adjustments required to reconcile net income to net cash provided 

by operating activities: 
Depreciation and amortization 2,092 1,931 1,870 
Stock-based compensation 230 165 141 
Loss on early extinguishment of debt - 521 -
Deferred income taxes and other noncash items (266) (58) (86) 

Change in operating assets and liabilities, net of effects 
from acquisitions: 

Accounts receivable, net (1,594) (737) (2,210) 
Inventories (1,141) (770) 12 
Other current assets 355 (383) 105 
Other assets 2 9 (135) 
Accounts payable and claims and discounts payable 2,834 1,742 1,024 
Accrued expenses 765 1,060 471 
Other long-term liabilities (104) 13 (1) 

Net cash provided by operating activities $ 8,412 $ 8,137 $ 5,783 

See accompanying notes to consolidated financial statements. 
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Conso!idated Statements of Shareholders' Equaty 

SHARES DOLLARS 
YEAR ENDED DECEMBER 31, YEAR ENDED DECEMBER 31, 

IN MILLIONS 2015 2014 2013 2015 2014 2013 

Common stock: 

Beginning of year 1,691 1,680 1,667 $ 17 $ 17 $ 17 

Stock options exercised and issuance 
of stock awards 8 11 13 - - -

End of year 1,699 1,691 1,680 $ 17 $ 17 $ 17 

Treasury stock: 

Beginning of year (550) (500) (435) $ (24,078) $ (20,169) $ (16,270) 

Purchase of treasury shares (48) (51) (66) (4,856) (4,001) (3,976) 

Employee stock purchase plan issuances 1 1 1 48 92 77 

End of year (597) (550) (500) $ (28,886) $ (24,078) $ (20,169) 

Shares held in trust: 

Balance at beginning and end of year (1) (1) (1) $ (31) $ (31) $ (31) 

Capital surplus: 

Beginning of year $ 30,418 $ 29,777 $ 29,120 

Stock option activity and stock awards 533 535 588 

Excess tax benefit on stock options and stock awards 142 106 69 

Portion of accelerated share repurchase not settled (145) - -
End of year $ 30,948 $ 30,418 $ 29,777 

Retained earnings: 

Beginning of year $ 31,849 $ 28,493 $ 24,998 

Changes in inventory accounting principles (Note 2) (4) - -

Net income attributable to CVS Health 5,237 4,644 4,592 

Common stock dividends (1,576) (1,288) (1,097) 

End of year $ 35,506 $ 31,849 $ 28,493 

Accumulated other comprehensive loss: 

Beginning of year $ (217) $ (149) $ (181) 

Foreign currency translation adjustments, net of tax (100) (35) (30) 

Net cash flow hedges, net of tax 2 4 3 

Pension and other postretirement benefits, net of tax (43) (37) 59 

End of year $ (358) $ (217) $ (149) 

Total CVS Health shareholders' equity $ 37,196 $ 37,958 $ 37,938 

Noncontrolling interest: 

Beginning of year $ 5 $ - $ -
Business combinations 1 5 -
Capital contributions 2 - -
Net income attributable to noncontrolling interest 11> 1 - -
Distributions (2) - -
End of year $ 7 $ 5 $ -

Total shareholders' equity $ 37,203 $ 37,963 $ 37,938 

(1) Excludes $1 million attributable to redeemable noncontrolling interest (See Note 1 - "Significant Accounting Policies"), 

See accompanying notes to consolidated financial statements. 
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Notes to Consolidated Financial Statements 

1 I Significant Accounting Policies 
Description of business CVS Health Corporation and its subsidiaries (the "Company") is the largest integrated 
pharmacy health care provider in the United States based upon revenues and prescriptions filled. The Company 
currently has three reportable business segments, Pharmacy Services, Retail/LTC and Corporate, which are 
described below. 

Changes in Segment Definition As a result of the acquisition of Omnicare, Inc. ("Omnicare") on August 18, 2015, 
the Company's segments have been expanded. The Company's Pharmacy Services Segment now also includes 
the specialty pharmacy operations of Omnicare. The Company's former Retail Pharmacy Segment now also 
includes the long-term care ("LTC") operations, as well as the commercialization services of Omnicare, and has 
been renamed the "Retail/LTC Segment." The LTC operations include the distribution of pharmaceuticals, related 
pharmacy consulting and other ancillary services to chronic care facilities and other care settings. The Company's 
Corporate Segment now also includes certain aspects of Omnicare's corporate expenses. 

On December 16, 2015, the Company completed its acquisition of the pharmacy and clinic businesses of Target 
Corporation ("Target"). See Note 3, "Acquisitions." The results of the Target pharmacies and clinics are included in 
the Retail/LTC Segment. 

Pharmacy Services Segment (the "PSS") The PSS provides a full range of pharmacy benefit management services 
including mail order pharmacy services, specialty pharmacy and infusion services, plan design and administration, 
formulary management and claims processing. The Company's clients are primarily employers, insurance compa
nies, unions, government employee groups, health plans, Managed Medicaid plans and other sponsors of health 
benefit plans and individuals throughout the United States. 

As a pharmacy benefits manager, the PSS manages the dispensing of pharmaceuticals through the Company's mail 
order pharmacies and national network of more than 68,000 retail pharmacies, consisting of approximately 41,000 
chain pharmacies and 27,000 independent pharmacies, to eligible members in the benefits plans maintained by the 
Company's clients and utilizes its information systems to perform, among other things, safety checks, drug interac
tion screenings and brand to generic substitutions. 

The PSS' specialty pharmacies support individuals that require complex and expensive drug therapies. The spe
cialty pharmacy business includes mail order and retail specialty pharmacies that operate under the CVS Caremark®, 
CarePlus CVS Pharmacy™, Navarro® Health Services and Advanced Care Scripts names. In January 2014, the 
Company enhanced its offerings of specialty infusion services and began offering enteral nutrition services through 
Coram LLC and its subsidiaries. In August 2015, the Company further expanded its specialty offerings with the 
acquisition of Advanced Care Scripts which was part of the Omnicare acquisition. See Note 3, "Acquisitions". 

The PSS also provides health management programs, which include integrated disease management for 17 condi
tions, through the Company's Accordant® rare disease management offering. 

In addition, through the Company's SilverScript Insurance Company ("SilverScript") subsidiary, the PSS is a national 
provider of drug benefits to eligible beneficiaries under the federal government's Medicare Part D program. 

The PSS generates net revenues primarily by contracting with clients to provide prescription drugs to plan members. 
Prescription drugs are dispensed by the mail order pharmacies, specialty pharmacies and national network of retail 
pharmacies. Net revenues are also generated by providing additional services to clients, including administrative 
services such as claims processing and formulary management, as well as health care related services such as 
disease management. 

The pharmacy services business operates under the CVS Caremark® Pharmacy Services, Caremark®, CVS Caremark™, 
CarePlus CVS Pharmacy™, Accordant®, SilverScript®, Coram®, CVS Specialty™, Novologix®, Navarro® Health 
Services and Advanced Care Scripts names. As of December 31, 2015, the PSS operated 24 retail specialty 
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pharmacy stores, 11 specialty mail order pharmacies and five mail order dispensing pharmacies, and 83 branches 
for infusion and enteral services, including 73 ambulatory infusion suites and six centers of excellence, located in 
40 states, Puerto Rico and the District of Columbia. 

Retail/LTC Segment (the "RLS") The RLS sells prescription drugs and a wide assortment of general merchandise, 
including over-the-counter drugs, beauty products and cosmetics, photo finishing, seasonal merchandise, greeting 
cards and convenience foods, through the Company's CVS Pharmacy®, CVS®, Longs Drugs®, Navarro Discount 
Pharmacy® and Drogaria Onofre™ retail stores and online through CVS.com®, Navarro.com™ and Onofre.com.br™. 

The RLS also provides health care services through its MinuteClinic® health care clinics. MinuteClinics are staffed 
by nurse practitioners and physician assistants who utilize nationally recognized protocols to diagnose and treat 
minor health conditions, perform health screenings, monitor chronic conditions and deliver vaccinations. 

With the acquisition of Omnicare, the RLS now includes LTC operations, which is comprised of providing the 
distribution of pharmaceuticals, related pharmacy consulting and other ancillary services to chronic care facilities 
and other care settings, as well as commercialization services which are provided under the name RxCrossroads®. 
With the acquisition of the pharmacies and clinics of Target, the Company added 1,672 pharmacies and approxi
mately 79 clinics. 

As of December 31, 2015, the retail pharmacy business included 9,655 retail stores (of which 7,897 were our stores 
that operated a pharmacy and 1 ,672 were our pharmacies located within a Target store} located in 49 states, the 
District of Columbia, Puerto Rico and Brazil operating primarily under the CVS Pharmacy, CVS, Longs Drugs, 
Navarro Discount Pharmacy and Drogaria Onofre names, the online retail websites, CVS.com, Navarro.com and 
Onofre.com.br, and 1, 135 retail health care clinics operating under the MinuteClinic name (of which 1,049 were 
located in CVS Pharmacy stores}. LTC operations is comprised of 143 spoke pharmacies that primarily handle new 
prescription orders and 32 hub pharmacies that use proprietary automation to support spoke pharmacies with refill 
prescriptions. LTC operates primarily under the Omnicare® and NeighborCare® names. 

Corporate Segment The Corporate Segment provides management and administrative services to support the 
Company. The Corporate Segment consists of certain aspects of the Company's executive management, corporate 
relations, legal, compliance, human resources, corporate information technology and finance departments. 

Principles of consolidation The consolidated financial statements include the accounts of the Company and its 
majority-owned subsidiaries and variable interest entities ("VIEs") for which the Company is the primary beneficiary. 
All intercompany balances and transactions have been eliminated. 

The Company continually evaluates its investments to determine if they represent variable interests in a VIE. If the 
Company determines that it has a variable interest in a VIE, the Company then evaluates if it is the primary benefi
ciary of the VIE. The evaluation is a qualitative assessment as to whether the Company has the ability to direct the 
activities of a VIE that most significantly impact the entity's economic performance. The Company consolidates a 
VIE if it is considered to be the primary beneficiary. 

Assets and liabilities of VI Es for which the Company is the primary beneficiary were not significant to the Company's 
consolidated financial statements. VIE creditors do not have recourse against the general credit of the Company. 

Use of estimates The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and assumptions that affect 
the reported amounts in the consolidated financial statements and accompanying notes. Actual results could 
differ from those estimates. 
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Notes to Consolidated Financial Statements 

Fair value hierarchy The Company utilizes the three-level valuation hierarchy for the recognition and disclosure of 
fair value measurements. The categorization of assets and liabilities within this hierarchy is based upon the lowest level 
of input that is significant to the measurement of fair value. The three levels of the hierarchy consist of the following: 

• Level 1 - Inputs to the valuation methodology are unadjusted quoted prices in active markets for identical assets 
or liabilities that the Company has the ability to access at the measurement date. 

• Level 2 - Inputs to the valuation methodology are quoted prices for similar assets and liabilities in active markets, 
quoted prices in markets that are not active or inputs that are observable for the asset or liability, either directly or 
indirectly, for substantially the full term of the instrument. 

• Level 3 - Inputs to the valuation methodology are unobservable inputs based upon management's best estimate 
of inputs market participants could use in pricing the asset or liability at the measurement date, including assump
tions about risk. 

Cash and cash equivalents Cash and cash equivalents consist of cash and temporary investments with maturities 
of three months or less when purchased. The Company invests in short-term money market funds, commercial paper 
and time deposits, as well as other debt securities that are classified as cash equivalents within the accompanying 
consolidated balance sheets, as these funds are highly liquid and readily convertible to known amounts of cash. 
These investments are classified within Level 1 of the fair value hierarchy because they are valued using quoted 
market prices. 

Short-term investments The Company's short-term investments consist of certificates of deposit with initial 
maturities of greater than three months when purchased that mature in less than one year from the balance sheet 
date. These investments, which were classified as available-for-sale within Level 1 of the fair value hierarchy, were 
carried at fair value, which approximated their historical cost at December 31, 2015 and 2014. 

Fair value of financial instruments As of December 31, 2015, the Company's financial instruments include cash 
and cash equivalents, short-term and long-term investments, accounts receivable, accounts payable, contingent 
consideration liability and short-term debt. Due to the nature of these instruments, the Company's carrying value 
approximates fair value. The carrying amount and estimated fair value of total long-term debt was $27.5 billion and 
$28.4 billion, respectively, as of December 31, 2015. The fair value of the Company's long-term debt was estimated 
based on quoted rates currently offered in active markets for the Company's debt, which is considered Level 1 of 
the fair value hierarchy. The Company had outstanding letters of credit, which guaranteed foreign trade purchases, 
with a fair value of $4 million as of December 31, 2015. There were no outstanding derivative financial instruments 
as of December 31, 2015 and 2014. 

Foreign currency translation and transactions For local currency functional currency, assets and liabilities are 
translated at end-of-period rates while revenues and expenses are translated at average rates in effect during the 
period. Equity is translated at historical rates and the resulting cumulative translation adjustments are included as 
a component of accumulated other comprehensive income (loss). 

For U.S. dollar functional currency locations, foreign currency assets and liabilities are remeasured into U.S. dollars 
at end-of-period exchange rates, except for non-monetary balance sheet accounts, which are remeasured at 
historical exchange rates. Revenue and expense are remeasured at average exchange rates in effect during each 
period, except for those expenses related to the nonmonetary balance sheet amounts, which are remeasured at 
historical exchange rates. Gains or losses from foreign currency remeasurement are included in income. 

Gains and losses arising from foreign currency transactions and the effects of remeasurements were not material 
for all periods presented. 

Accounts receivable Accounts receivable are stated net of an allowance for doubtful accounts. The accounts 
receivable balance primarily includes amounts due from third party providers (e.g., pharmacy benefit managers, 
insurance companies, governmental agencies and long-term care facilities), clients, members and private pay 
customers, as well as vendors and manufacturers. Charges to bad debt are based on both historical write-offs 
and specifically identified receivables. 
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The activity in the allowance for doubtful accounts receivable for the years ended December 31 is as follows: 

IN MILLIONS 2015 2014 2013 

Beginning balance $ 256 $ 256 $ 243 

Additions charged to bad debt expense 216 185 195 

Write-offs charged to allowance (311) (185) (182) 

Ending balance $ 161 $ 256 $ 256 

Inventories All inventories are stated at the lower of cost or market. Prescription drug inventories in the RLS and 
PSS, as well as front store inventories in the RLS stores are accounted for using the weighted average cost method. 
See Note 2, "Changes in Accounting Principle." Physical inventory counts are taken on a regular basis in each retail 
store and long-term care pharmacy and a continuous cycle count process is the primary procedure used to validate 
the inventory balances on hand in each distribution center and mail facility to ensure that the amounts reflected in 
the accompanying consolidated financial statements are properly stated. During the interim period between physical 
inventory counts, the Company accrues for anticipated physical inventory losses on a location-by-location basis 
based on historical results and current trends. 

Property and equipment Property, equipment and improvements to leased premises are depreciated using the 
straight-line method over the estimated useful lives of the assets, or when applicable, the term of the lease, which
ever is shorter. Estimated useful lives generally range from 10 to 40 years for buildings, building improvements and 
leasehold improvements and 3 to 1 O years for fixtures, equipment and internally developed software. Repair and 
maintenance costs are charged directly to expense as incurred. Major renewals or replacements that substantially 
extend the useful life of an asset are capitalized and depreciated. Application development stage costs for signifi
cant internally developed software projects are capitalized and depreciated. 

The following are the components of property and equipment at December 31: 

IN MILLIONS 2015 2014 

Land $ 1,635 $ 1,506 

Building and improvements 3,168 2,828 

Fixtures and equipment 10,001 8,958 

Leasehold improvements 4,015 3,626 

Software 2,217 1,868 

21,036 18,786 

Accumulated depreciation and amortization (11,181) (9,943) 

Property and equipment, net $ 9,855 $ 8,843 

The gross amount of property and equipment under capital leases was $528 million and $268 million as of 
December 31, 2015 and 2014, respectively. Accumulated amortization of property and equipment under capital 
lease was $97 million and $86 million as of December 31, 2015 and 2014, respectively. Amortization of property and 
equipment under capital lease is included within depreciation expense. Depreciation expense totaled $1.5 billion in 
2015 and $1.4 billion in both 2014 and 2013. 

Goodwill and other indefinitely-lived assets Goodwill and other indefinitely-lived assets are not amortized, but 
are subject to impairment reviews annually, or more frequently if necessary. See Note 4 for additional information on 
goodwill and other indefinitely-lived assets. 

Intangible assets Purchased customer contracts and relationships are amortized on a straight-line basis over 
their estimated useful. lives between 9 and 20 years. Purchased customer lists are amortized on a straight-line basis 
over their estimated useful lives of up to 10 years. Purchased leases are amortized on a straight-line basis over the 
remaining life of the lease. See Note 4 for additional information about intangible assets. 
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Notes to Consolidated Financial Statements 

Impairment of long-lived assets The Company groups and evaluates fixed and finite-lived intangible assets 
for impairment at the lowest level at which individual cash flows can be identified, whenever events or changes in 
circumstances indicate that the carrying value of an asset may not be recoverable. If indicators of impairment are 
present, the Company first compares the carrying amount of the asset group to the estimated future cash flows 
associated with the asset group (undiscounted and without interest charges). If the estimated future cash flows used 
in this analysis are less than the carrying amount of the asset group, an impairment loss calculation is prepared. The 
impairment loss calculation compares the carrying amount of the asset group to the asset group's estimated future 
cash flows (discounted and with interest charges). If required, an impairment loss is recorded for the portion of the 
asset group's carrying value that exceeds the asset group's estimated future cash flows (discounted and with 
interest charges). 

Redeemable noncontrolling interest As a result of the acquisition of Omnicare in August 2015, the Company 
obtained a 73% ownership interest in a limited liability company ("LLC"). Due to the change in control in Omnicare, 
the noncontrolling member of the LLC had the contractual right to put its membership interest to the Company at 
fair value. Consequently, the noncontrolling interest in the LLC is recorded as a redeemable noncontrolling interest 
at fair value. In January 2016, as provided for in the LLC operating agreement, the noncontrolling shareholder of the 
LLC exercised its option to sell its ownership interest in the LLC to the Company. On February 8, 2016, in accordance 
with the terms of the LLC operating agreement, the Company purchased the noncontrolling interest in the LLC at an 
amount determined pursuant to the operating agreement that approximated its carrying value at December 31, 2015. 

Below is a summary of the changes in redeemable noncontrolling interest for the year ended December 31 , 2015: 

IN MILLIONS 

Acquisition of noncontrolling interest 

Net income attributable to noncontrolling interest 

Distributions 

Balance, December31, 2015 

Revenue Recognition 

$ 39 

(1) 

$ 39 

Pharmacy Services Segment The PSS sells prescription drugs directly through its mail service dispensing pharma
cies and indirectly through its retail pharmacy network. The PSS recognizes revenue from prescription drugs sold 
by its mail service dispensing pharmacies and under retail pharmacy network contracts where it is the principal 
using the gross method at the contract prices negotiated with its clients. Net revenues include: (i) the portion of the 
price the client pays directly to the PSS, net of any volume-related or other discounts paid back to the client (see 
"Drug Discounts" below), (ii) the price paid to the PSS by client plan members for mail order prescriptions ("Mail 
Co-Payments") and the price paid to retail network pharmacies by client plan members for retail prescriptions 
("Retail Co-Payments"), and (iii) administrative fees for retail pharmacy network contracts where the PSS is not the 
principal as discussed later in this document. Sales taxes are not included in revenue. 

Revenue is recognized when: (i) persuasive evidence of an arrangement exists, (ii) delivery has occurred or services 
have been rendered, (iii) the seller's price to the buyer is fixed or determinable, and (iv) collectability is reasonably 
assured. The following revenue recognition policies have been established for the PSS: 

• Revenues generated from prescription drugs sold by mail service dispensing pharmacies are recognized when the 
prescription is delivered. At the time of delivery, the PSS has performed substantially all of its obligations under its 
client contracts and does not experience a significant level of returns or reshipments. 

• Revenues generated from prescription drugs sold by third party pharmacies in the PSS' retail pharmacy network 
and associated administrative fees are recognized at the PSS' point-of-sale, which is when the claim is adjudi
cated by the PSS online claims processing system. 
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The PSS determines whether it is the principal or agent for its retail pharmacy network transactions on a contract 
by contract basis. In the majority of its contracts, the PSS has determined it is the principal due to it: (i) being the 
primary obligor in the arrangement, (ii) having latitude in establishing the price, changing the product or performing 
part of the service, (iii) having discretion in supplier selection, (iv) having involvement in the determination of product 
or service specifications, and (v) having credit risk. The PSS' obligations under its client contracts for which reve
nues are reported using the gross method are separate and distinct from its obligations to the third party pharmacies 
included in its retail pharmacy network contracts. Pursuant to these contracts, the PSS is contractually required 
to pay the third party pharmacies in its retail pharmacy network for products sold, regardless of whether the PSS 
is paid by its clients. The PSS' responsibilities under its client contracts typically include validating eligibility and 
coverage levels, communicating the prescription price and the co-payments due to the third party retail phar
macy, identifying possible adverse drug interactions for the pharmacist to address with the prescriber prior to 
dispensing, suggesting generic alternatives where clinically appropriate and approving the prescription for dispens
ing. Although the PSS does not have credit risk with respect to Retail Co-Payments or inventory risk related to retail 
network claims, management believes that all of the other applicable indicators of gross revenue reporting are 
present. For contracts under which the PSS acts as an agent, revenue is recognized using the net method. 

Drug Discounts The PSS deducts from its revenues any rebates, inclusive of discounts and fees, earned by its 
clients. Rebates are paid to clients in accordance with the terms of client contracts, which are normally based on 
fixed rebates per prescription for specific products dispensed or a percentage of manufacturer discounts received 
for specific products dispensed. The liability for rebates due to clients is included in "Claims and discounts payable" 
in the accompanying consolidated balance sheets. 

Medicare Part D The PSS, through its SilverScript subsidiary, participates in the federal government's Medicare 
Part D program as a Prescription Drug Plan ("PDP"). Net revenues include insurance premiums earned by the PDP, 
which are determined based on the PDP's annual bid and related contractual arrangements with the Centers for 
Medicare and Medicaid Services ("CMS"). The insurance premiums include a direct premium paid by CMS and a 
beneficiary premium, which is the responsibility of the PDP member, but which is subsidized by CMS in the case 
of low-income members. Premiums collected in advance are initially deferred in accrued expenses and are then 
recognized in net revenues over the period in which members are entitled to receive benefits. 

In addition to these premiums, net revenues include co-payments, coverage gap benefits, deductibles and co
insurance (collectively, the "Member Co-Payments") related to PDP members' actual prescription claims. In certain 
cases, CMS subsidizes a portion of these Member Co-Payments and pays the PSS an estimated prospective Member 
Co-Payment subsidy amount each month. The prospective Member Co-Payment subsidy amounts received from 
CMS are also included in net revenues. SilverScript assumes no risk for these amounts. If the prospective Member 
Co-Payment subsidies received differ from the amounts based on actual prescription claims, the difference is 
recorded in either accounts receivable or accrued expenses. 

The PSS accounts for CMS obligations and Member Co-Payments (including the amounts subsidized by 
CMS) using the gross method consistent with its revenue recognition policies for Mail Co-Payments and Retail 
Co-Payments (discussed previously in this document). 

Retail/LTC Segment 
Retail Pharmacy The retail drugstores recognize revenue at the time the customer takes possession of the mer
chandise. Customer returns are not material. Revenue generated from the performance of services in the RLS' 
health care clinics is recognized at the time the services are performed. Sales taxes are not included in revenue. 

Long-term Care Revenue is recognized when products are delivered or services are rendered or provided to the 
customer, prices are fixed and determinable, and collection is reasonably assured. A significant portion of our 
revenues from sales of pharmaceutical and medical products are reimbursed by the federal Medicare Part D program 
and, to a lesser extent, state Medicaid programs. Payments for services rendered to patients covered by these 
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programs are generally less than billed charges. The Company monitors its revenues and receivables from these 
reimbursement sources, as well as other third party insurance payors, and record an estimated contractual allow
ance for sales and receivable balances at the revenue recognition date, to properly account for anticipated 
differences between billed and reimbursed amounts. Accordingly, the total net sales and receivables reported in 
the Company's consolidated financial statements are recorded at the amount expected to be ultimately received 
from these payors. Since billing functions for a portion of the Company's revenue systems are largely computerized, 
enabling online adjudication at the time of sale to record net revenues, the Company's exposure in connection with 
estimating contractual allowance adjustments is limited primarily to unbilled and initially rejected Medicare, Medicaid 
and third party claims (typically approved for reimbursement once additional information is provided to the payor). 
For the remaining portion of the Company's revenue systems, the contractual allowance is estimated for all billed, 
unbilled and initially rejected Medicare, Medicaid and third party claims. The Company evaluates several criteria in 
developing the estimated contractual allowances on a monthly basis, including historical trends based on actual 
claims paid, current contract and reimbursement terms, and changes in customer base and payor/product mix. 
Contractual allowance estimates are adjusted to actual amounts as cash is received and claims are settled, and 
the aggregate impact of these resulting adjustments was not significant to our results of operations for any of the 
periods presented. 

Patient co-payments associated with Medicare Part D, certain state Medicaid programs, Medicare Part B and 
certain third party payors are typically not collected at the time products are delivered or services are rendered, but 
are billed to the individuals as part of our normal billing procedures and subject to our normal accounts receivable 
collections procedures. 

Health Care Clinics For services provided by our health care clinics, revenue recognition occurs for completed 
services provided to patients, with adjustments taken for third party payor contractual obligations and patient direct 
bill historical collection rates. 

Loyalty Program The Company's customer loyalty program, ExtraCare®, is comprised of two components, 
ExtraSavings™ and ExtraBucks® Rewards. ExtraSavings coupons redeemed by customers are recorded as a 
reduction of revenues when redeemed. ExtraBucks Rewards are accrued as a charge to cost of revenues when 
earned, net of estimated breakage. The Company determines breakage based on historical redemption patterns. 

See Note 13 for additional information about the revenues of the Company's business segments. 

Cost of Revenues 

Pharmacy Services Segment The PSS' cost of revenues includes: (i) the cost of prescription drugs sold during 
the reporting period directly through its mail service dispensing pharmacies and indirectly through its retail pharmacy 
network, (ii) shipping and handling costs, and (iii) the operating costs of its mail service dispensing pharmacies and 
client service operations and related information technology support costs including depreciation and amortization. 
The cost of prescription drugs sold component of cost of revenues includes: (i) the cost of the prescription drugs 
purchased from manufacturers or distributors and shipped to members in clients' benefit plans from the PSS' 
mail service dispensing pharmacies, net of any volume-related or other discounts (see "Vendor allowances 
and purchase discounts" on the following page) and (ii) the cost of prescription drugs sold (including Retail 
Co-Payments) through the PSS' retail pharmacy network under contracts where it is the principal, net of any 
volume-related or other discounts. 

Retail/LTC Segment The RLS' cost of revenues includes: the cost of merchandise sold during the reporting period 
and the related purchasing costs, warehousing and delivery costs (including depreciation and amortization) and 
actual and estimated inventory losses. 

See Note 13 for additional information about the cost of revenues of the Company's business segments. 
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Vendor Allowances and Purchase Discounts 

The Company accounts for vendor allowances and purchase discounts as follows: 

Pharmacy Services Segment The PSS receives purchase discounts on products purchased. The PSS' contractual 
arrangements with vendors, including manufacturers, wholesalers and retail pharmacies, normally provide for the 
PSS to receive purchase discounts from established list prices in one, or a combination, of the following forms: (i) a 
direct discount at the time of purchase, (ii) a discount for the prompt payment of invoices, or (iii) when products are 
purchased indirectly from a manufacturer (e.g., through a wholesaler or retail pharmacy), a discount (or rebate) 
paid subsequent to dispensing. These rebates are recognized when prescriptions are dispensed and are generally 
calculated and billed to manufacturers within 30 days of the end of each completed quarter. Historically, the effect of 
adjustments resulting from the reconciliation of rebates recognized to the amounts billed and collected has not been 
material to the PSS' results of operations. The PSS accounts for the effect of any such differences as a change in 
accounting estimate in the period the reconciliation is completed. The PSS also receives additional discounts under 
its wholesaler contracts if it exceeds contractually defined annual purchase volumes. In addition, the PSS receives 
fees from pharmaceutical manufacturers for administrative services. Purchase discounts and administrative service 
fees are recorded as a reduction of "Cost of revenues". 

Retail/LTC Segment Vendor allowances received by the RLS reduce the carrying cost of inventory and are recog
nized in cost of revenues when the related inventory is sold, unless they are specifically identified as a reimbursement 
of incremental costs for promotional programs and/or other services provided. Amounts that are directly linked to 
advertising commitments are recognized as a reduction of advertising expense (included in operating expenses) 
when the related advertising commitment is satisfied. Any such allowances received in excess of the actual cost 
incurred also reduce the carrying cost of inventory. The total value of any upfront payments received from vendors 
that are linked to purchase commitments is initially deferred. The deferred amounts are then amortized to reduce 
cost of revenues over the life of the contract based upon purchase volume. The total value of any upfront payments 
received from vendors that are not linked to purchase commitments is also initially deferred. The deferred amounts 
are then amortized to reduce cost of revenues on a straight-line basis over the life of the related contract. The total 
amortization of these upfront payments was not material to the accompanying consolidated financial statements. 

Insurance The Company is self-insured for certain losses related to general liability, workers' compensation 
and auto liability. The Company obtains third party insurance coverage to limit exposure from these claims. The 
Company is also self-insured for certain losses related to health and medical liabilities. The Company's self-insur
ance accruals, which include reported claims and claims incurred but not reported, are calculated using standard 
insurance industry actuarial assumptions and the Company's historical claims experience. 

Facility opening and closing costs New facility opening costs, other than capital expenditures, are charged 
directly to expense when incurred. When the Company closes a facility, the present value of estimated unrecover
able costs, including the remaining lease obligation less estimated sublease income and the book value of 
abandoned property and equipment, are charged to expense. The long-term portion of the lease obligations 
associated with facility closings was $217 million and $207 million in 2015 and 2014, respectively. 

Advertising costs Advertising costs are expensed when the related advertising takes place. Advertising costs, net 
of vendor funding (included in operating expenses), were $221 million, $212 million and $177 million in 2015, 2014 
and 2013, respectively. 

Interest expense, net Interest expense, net of capitalized interest, was $859 million, $615 million and $517 million, 
and interest income was $21 million, $15 million and $8 million in 2015, 2014 and 2013, respectively. Capitalized 
interest totaled $12 million, $19 million and $25 million in 2015, 2014 and 2013, respectively. 
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Shares held in trust The Company maintains grantor trusts, which held approximately 1 million shares of its 
common stock at December 31, 2015 and 2014, respectively. These shares are designated for use under various 
employee compensation plans. Since the Company holds these shares, they are excluded from the computation of 
basic and diluted shares outstanding. 

Accumulated other comprehensive income Accumulated other comprehensive income (loss) consists of changes 
in the net actuarial gains and losses associated with pension and other postretirement benefit plans, losses on 
derivatives from cash flow hedges executed in previous years associated with the issuance of long-term debt, and 
foreign currency translation adjustments. The amount included in accumulated other comprehensive loss related to 
the Company's pension and postretirement plans was $305 million pre-tax ($186 million after-tax) as of December 31, 
2015 and $234 million pre-tax ($143 million after-tax) as of December 31, 2014. The net impact on cash flow hedges 
totaled $14 million pre-tax ($7 million after-tax) and $16 million pre-tax ($9 million after-tax) as of December 31, 2015 
and 2014, respectively. Cumulative foreign currency translation adjustments at December 31, 2015 and 2014 were 
$165 million and $65 million, respectively. 

Changes in accumulated other comprehensive income (loss) by component are shown below: 

IN MILLIONS 

Balance, December 31, 2014 

Other comprehensive income (loss) before 
reclassifications 

Amounts reclassified from accumulated 
other comprehensive income 121 

Net other comprehensive income (loss) 

Balance, December 31, 2015 

IN MILLIONS 

Balance, December 31, 2013 

Other comprehensive income (loss) before 

reclassifications 

Amounts reclassified from accumulated 
other comprehensive income 121 

Net other comprehensive income (loss) 

Balance, December 31, 2014 

(1) All amounts are net of tax. 

Foreign 

Currency 

$ (65) 

(100) 

(100) 

$ (165) 

Foreign 

Currency 

$ (30) 

(35) 

(35) 

$ (65) 

YEAR ENDED DECEMBER 31, 2015 ''' 

Losses on 

Cash Flow 
Hedges 

$ (9) 

2 

2 

$ (7) 

Pension 
and Other 

Postretirement 
Benefits 

$ (143) 

(56) 

13 

(43) 

$ (186) 

YEAR ENDED DECEMBER 31, 2014 '" 

Pension 

Losses on and Other 
Cash Flow Postretirement 

Hedges Benefits 

$ (13) $ (106) 

4 (37) 

4 (37) 

$ (9) $ (143) 

Total 

$ (217) 

(156) 

15 

(141) 

$ (358) 

Total 

$ (149) 

(35) 

(33) 

(68) 

$ (217) 

(2) The amounts reclassified from accumulated other comprehensive income for cash flow hedges are recorded within interest expense, net on the 

consolidated statement of income. The amounts reclassified from accumulated other comprehensive income for pension and other postretirement 

benefits are included in operating expenses on the consolidated statement of income. 

Stock-based compensation Stock-based compensation is measured at the grant date based on the fair value of 
the award and is recognized as expense over the applicable requisite service period of the stock award (generally 3 
to 5 years) using the straight-line method. 
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Variable Interest Entity In July 2014, the Company and Cardinal Health, Inc. ("Cardinal") established Red Oak 
Sourcing, LLC ("Red Oak"), a generic pharmaceutical sourcing entity in which the Company and Cardinal each own 
50%. The Red Oak arrangement has an initial term of ten years. Under this arrangement, the Company and Cardinal 
contributed their sourcing and supply chain expertise to Red Oak and agreed to source and negotiate generic 
pharmaceutical supply contracts for both companies through Red Oak; however, Red Oak does not own or hold 
inventory on behalf of either company. No physical assets (e.g., property and equipment) were contributed to Red 
Oak by either company and minimal funding was provided to capitalize Red Oak. 

The Company has determined that it is the primary beneficiary of this variable interest entity because it has the 
ability to direct the activities of Red Oak. Consequently, the Company consolidates Red Oak in its consolidated 
financial statements within the Retail/LTC Segment. 

Cardinal is required to pay the Company 39 quarterly payments beginning in October 2014. As milestones are met, 
the quarterly payments increase. The Company received approximately $122 million and $26 million from Cardinal 
during the years ended December 31, 2015 and 2014, respectively. The payments reduce the Company's carrying 
value of inventory and are recognized in cost of revenues when the related inventory is sold. Revenues associated 
with Red Oak expenses reimbursed by Cardinal for the years ended December 31, 2015 and 2014, as well as 
amounts due to or due from Cardinal at December 31, 2015 and 2014 were immaterial. 

Related party transactions The Company has an equity method investment in SureScripts, LLC ("SureScripts"), 
which operates a clinical health information network. The Pharmacy Services and Retail/LTC segments utilize this 
clinical health information network in providing services to its client plan members and retail customers. The 
Company expensed fees of approximately $50 million in the years ended December 2015 and 2014, and $48 million in 
the year ended December 31 , 2013, for the use of this network. The Company's investment in and equity in earnings 
of SureScripts for all periods presented is immaterial. 

In connection with the acquisition of Omnicare in August 2015, the Company obtained an equity method investment 
in Heartland Healthcare Services ("Heartland"). Heartland operates several long-term care pharmacies in four states. 
Heartland paid the Company approximately $25 million for pharmaceutical inventory purchases during the period 
from August 18, 2015 to December 31, 2015. Additionally, the Company performs certain collection functions for 
Heartland and then passes those customer cash collections to Heartland. The Company's investment in and equity 
in earnings of Heartland as of and for the year ended December 31, 2015 is immaterial. 

In September 2014, the Company made a charitable contribution of $25 million to the CVS Foundation (formerly 
CVS Caremark Charitable Trust, Inc.) (the "Foundation") to fund future giving. The Foundation is a non-profit entity 
that focuses on health, education and community involvement programs. The charitable contribution was recorded 
as an operating expense in the consolidated statement of income for the year ended December 31, 2014. 

Income taxes The Company accounts for income taxes under the asset and liability method, which requires the 
recognition of deferred tax assets and liabilities for the expected future tax consequences of events that have been 
included in the consolidated financial statements. Under this method, deferred tax assets and liabilities are deter
mined on the basis of the differences between the consolidated financial statements and tax basis of assets and 
liabilities using enacted tax rates in effect for the year in which the differences are expected to reverse. The effect of 
a change in the tax rates on deferred tax asset and liabilities is recognized in income in the period that includes the 
enactment date. 

The Company recognizes net deferred tax assets to the extent that it believes these assets are more likely than not 
to be realized in making such a determination. The Company considers all available positive and negative evidence, 
including future reversals of existing taxable temporary differences, projected future taxable income, tax planning 
strategies, and results of recent operations. To the extent that the Company does not consider it more likely than not 
that a deferred tax asset will be recovered, a valuation allowance is established. 
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The Company records uncertain tax positions on the basis of a two-step process whereby (1) the Company deter
mines whether it is more likely than not that the tax positions will be sustained on the basis of the technical merits 
of the position and (2) for those tax positions that meet the more-likely-than-not recognition threshold, the Company 
recognizes the largest amount of tax benefit that is more than 50% likely to be realized upon ultimate settlement 
with the related tax authority. 

Interest and/or penalties related to uncertain tax positions are recognized in income tax expense. 

Discontinued Operations In connection with certain business dispositions completed between 1991 and 
1997, the Company retained guarantees on store lease obligations for a number of former subsidiaries, including 
Linens 'n Things which filed for bankruptcy in 2008. The Company's income from discontinued operations in 2015 of 
$9 million, net of tax, was related to the release of certain store lease guarantees due to a settlement with a landlord. 
The Company's loss from discontinued operations includes lease-related costs which the Company believes it will 
likely be required to satisfy pursuant to its Linens 'n Things lease guarantees. 

Below is a summary of the results of discontinued operations for the years ended December 31: 

IN MILLIONS 2015 2014 2013 

Income from discontinued operations 

Income tax expense 

Income from discontinued operations, net of tax 

$ 

$ 

15 

(6) 

9 

$ (1) $ 

$ (1) $ 

(12) 

4 

(8) 

Earnings per common share Earnings per share is computed using the two-class method. Options to purchase 
2.7 million, 2.1 million and 6.2 million shares of common stock were outstanding as of December 31, 2015, 2014 
and 2013, respectively, but were not included in the calculation of diluted earnings per share because the options' 
exercise prices were greater than the average market price of the common shares and, therefore, the effect would 
be antidilutive. 

New Accounting Pronouncement In May 2014, the Financial Accounting Standards Board ("FASS") issued 
Accounting Standard Update ("ASU") No. 2014-09, Revenue from Contracts with Customers (Topic 606). ASU 
No. 2014-09 outlines a single comprehensive model for entities to use in accounting for revenue arising from 
contracts with customers and supersedes most current revenue recognition guidance, including industry-specific 
guidance. This new guidance is expected to be effective for annual reporting periods (including interim reporting 
periods within those periods) beginning January 1, 2018; early adoption in 2017 is permitted. Companies have the 
option of using either a full retrospective or a modified retrospective approach to adopt the guidance. This update 
could impact the timing and amounts of revenue recognized. The Company is currently evaluating the effect that 
implementation of this update will have on its consolidated financial position and results of operations upon adop
tion, as well as the method of transition and required disclosures. 

In ARril 2015, the FASS issued ASU No. 2015-03, Simplifying the Presentation of Debt Issuance Costs (Topic 835-30). 
ASU No. 2015-03 requires the presentation of debt issuance costs in the balance sheet as a direct deduction from 
the related debt liability rather than as an asset. Amortization of such costs are required to be reported as interest 
expense, which is consistent with the Company's current policy. This change conforms the presentation of debt 
issuance costs with that of debt discounts. The ASU is effective for annual reporting periods (including interim 
reporting periods within those periods) beginning after December 15, 2015; early adoption is permitted. The guid
ance is required to be applied retrospectively to all prior periods. The Company has early adopted this standard as 
of June 30, 2015. The effect of the adoption of ASU 2015-03 on the Company's consolidated balance sheet is a 

68 • CVS Health 



reduction of noncurrent assets and long-term debt of $65 million as of December 31, 2014. The following is a reconcili
ation of the effect of this reclassification on the Company's consolidated balance sheet as of December 31, 2014: 

IN MILLIONS As Previously Reported Adjustments As Revised 

Other assets $ 1,510 $ (65) $ 1,445 

Total assets 74,252 (65) 74,187 

Long-term debt 11,695 (65) 11,630 

Total liabilities and shareholders' equity 74,252 (65) 74,187 

In September 2015, the FASS issued ASU No. 2015-16, Simplifying the Accounting for Measurement-Period 
Adjustments. ASU No. 2015-16 requires that an acquirer recognize adjustments to provisional amounts that are 
identified during the measurement period after an acquisition within the reporting period they are determined. This 
is a change from the previous requirement that the adjustments be recorded retrospectively. The ASU also requires 
disclosure of the effect on earnings of changes in depreciation, amortization or other income effects, if any, as a 
result of the adjustment to the provisional amounts, calculated as if the accounting had been completed at the 
acquisition date. The ASU is effective for annual reporting periods (including interim reporting periods within 
those periods) beginning after December 15, 2015; early adoption is permitted. The Company has early adopted 
the ASU as of September 30, 2015. The adoption did not have a material effect on the Company's consolidated 
financial statements. 

In November 2015, the FASS issued ASU No. 2015-17, Income Taxes (Topic 740). ASU No. 2015-17 simplifies 
the presentation of deferred income taxes by requiring that deferred tax assets and liabilities be classified as 
nocurrent in the statement of financial position. This ASU may be applied either prospectively to all deferred 
tax assets and liabilities, or retrospectively to all periods presented for annual reporting periods (including interim 
reporting periods within those periods) beginning after December 15, 2016. The change will require additional 
disclosure based on the method of adoption. Had the Company adopted this ASU, current deferred income taxes, 
total current assets, total assets and total liabilities would have been approximately $1.2 billion and $1.0 billion 
lower as of December 31, 2015 and 2014, respectively. 

2 I Changes in Accounting Principle 
Effective January 1, 2015, the Company changed its methods of accounting for "front store" inventories in the 
Retail/LTC Segment. Prior to 2015, the Company valued front store inventories at the lower of cost or market on a 
first-in, first-out ("FIFO") basis in retail stores using the retail inventory method and in distribution centers using the 
FIFO cost method. Effective January 1, 2015, all front store inventories in the Retail/LTC Segment have been valued 
at the lower of cost or market using the weighted average cost method. These changes affected approximately 36% 
of consolidated inventories. 

These changes were made primarily to provide the Company with better information to manage its retail front 
store operations and to bring all of the Company's inventories to a common inventory valuation methodology. The 
Company believes the weighted average cost method is preferable to the retail inventory method and the FIFO cost 
method because it results in greater precision in the determination of cost of revenues and inventories at the stock 
keeping unit ("SKU") level and results in a consistent inventory valuation method for all of the Company's inventories 
as all of the Company's remaining inventories, which consist of prescription drugs, were already being valued using 
the weighted average cost method. 

The Company recorded the cumulative effect of these changes in accounting principle as of January 1, 2015. The 
Company determined that retrospective application for periods prior to 2015 is impracticable, as the period-specific 
information necessary to value front store inventories in the Retail/LTC Segment under the weighted average cost 
method is unavailable. The Company implemented a new perpetual inventory system to manage front store inventory 

2015 Annual Report • 69 



Notes to Consolidated Financial Statements 

at the SKU level and valued front store inventory as of January 1, 2015 and calculated the cumulative impact. The 
effect of these changes in accounting principle as of January 1, 2015, was a decrease in inventories of $7 million, an 
increase in current deferred income tax assets of $3 million and a decrease in retained earnings of $4 million. 

Had the Company not made these changes in accounting principle, for the year ended December 31, 2015, income 
from continuing operations would have been lower by $27 million. Basic and diluted earnings per share from continu
ing operations attributable to CVS Health would have been approximately $0.02 per share lower for the year ended 
December 31, 2015. 

3 I Acquisitions 
Omnicare Acquisition 

On August 18, 2015, the Company acquired 100% of the outstanding common shares and voting interests of 
Omnicare, for $98 per share for a total of $9.6 billion and assumed long-term debt with a fair value of approximately 
$3.1 billion. Additionally, holders of Omnicare restricted stock units and performance based restricted stock units 
received 738, 765 CVS Health Corporation restricted stock awards with a fair value of approximately $80 million 
as replacement awards. Omnicare is a leading health care services company that specializes in the management 
of complex pharmaceutical care. Omnicare's long-term care ("LTC") business is the nation's largest provider of 
pharmaceuticals, related pharmacy consulting and other ancillary services to chronic care facilities and other care 
settings. In addition, Omnicare has a specialty pharmacy business operating primarily under the name of Advanced 
Care Scripts, and provides commercialization services under the name of RxCrossroads®. The Company is including 
LTC and the commercialization services in its former Retail Pharmacy Segment, which has been renamed the 
"Retail/LTC Segment," and will include the specialty pharmacy business in its Pharmacy Services Segment. The 
Company acquired Omnicare to expand its operations in dispensing prescription drugs to assisted-living and 
long-term care facilities, and to broaden its presence in the specialty pharmacy business as the Company seeks to 
serve a greater percentage of the growing senior patient population in the United States. 

The fair value of the consideration transferred on the date of acquisition consisted of the following: 

IN MILLIONS 

Cash paid to Omnicare shareholders 

Fair value of replacement equity awards issued to Omnicare employees for precombination services 

Total consideration 

$ 

$ 

9,636 

9 

9,645 

The following table summarizes the estimated fair values of the assets acquired and liabilities assumed at the date 
of acquisition: 

IN MILLIONS 

Current assets (including cash of $298) 

Property and equipment 

Goodwill 

Intangible assets 

Other noncurrent assets 

Current liabilities 

Long-term debt 

Deferred income tax liabilities 

Other noncurrent liabilities 

Redeemable noncontrolling interest 

Total consideration 
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$ 

$ 

1,657 

313 

9,090 

3,962 

64 

(705) 

(3,110) 

(1,518) 

(69) 

(39) 

9,645 



The assessment of fair value is preliminary and is based on information that was available to management at the 
time the condensed consolidated financial statements were prepared. Accordingly, such amounts may change. T~e 
most significant open items included the accounting for deferred income taxes and contingencies as management 
is awaiting additional information to complete its assessment of these matters. The goodwill represents future 
economic benefits expected to arise from the Company's expanded presence in the pharmaceutical care market, 
the assembled workforce acquired, expected purchasing and revenue synergies, as well as operating efficiencies 
and cost savings. Goodwill of $8.6 billion was allocated to the Retail/LTC Segment and the remaining goodwill of 
$0.5 billion was allocated to the Pharmacy Services Segment. Approximately $0.4 billion of the goodwill is deduct
ible for income tax purposes. Intangible assets acquired include customer relationships and trade names of 
$3.9 billion and $74 million, respectively, with estimated weighted average useful lives of 19.1 and 2.9 years, 
respectively, and 18.8 years in total. 

The fair value of trade accounts receivable acquired is $600 million, with the gross contractual amount being 
$857 million. The Company expects $257 million of trade accounts receivable to be uncollectible. The fair value 
of other receivables acquired is $147 million, with the gross contractual amount being $161 million. The Company 
expects $14 million of other receivables to be uncollectible. 

During the year ended December 31, 2015, the Company incurred transaction costs of $70 million associated with 
the acquisition of Omnicare that were recorded within operating expenses. 

The Company's consolidated results of operations for the year ended December 31, 2015, include $2.6 billion of 
net revenues and net income of $61 million associated with the operating results of Omnicare from August 18, 2015 
to December 31, 2015. These Omnicare operating results include severance costs and accelerated stock-based 
compensation. 

The following unaudited proforma information presents a summary of the Company's combined results of opera
tions for the year ended December 31, 2015 and 2014 as if the Omnicare acquisition and the related financing 
transactions had occurred on January 1, 2014. The following pro forma financial information is not necessarily 
indicative of the results of operations as they would have been had the transactions been effected on the assumed 
date, nor is it necessarily an indication of trends in future results for a number of reasons, including, but not limited 
to, differences between the assumptions used to prepare the pro forma information, basic shares outstanding and 
dilutive equivalents, cost savings from operating efficiencies, potential synergies, and the impact of incremental 
costs incurred in integrating the businesses. 

IN MILLIONS, EXCEPT PER SHARE OATA 

Total revenues 

Income from continuing operations 

Basic earnings per share from continuing operations 

Diluted earnings per share from continuing operations 

$ 

$ 

$ 

YEAR ENDED DECEMBER 31, 

2015 2014 

156,798 $ 144,836 

5,277 4,522 

4.70 $ 3.88 

4.66 $ 3.85 

Proforma income from continuing operations for the year ended December 31, 2015, excludes $135 million related 
to severance costs, accelerated stock-based compensation and transaction costs incurred in connection with the 
Omnicare acquisition. Proforma income from continuing operations for the year ended December 31, 2014, includes 
a $521 million loss on the early extinguishment of debt recorded by CVS Health. 

Target Pharmacy Acquisition 

On December 16, 2015, the Company acquired the pharmacy and clinic businesses of Target for approximately 
$1.9 billion, plus contingent consideration of up to $50 million based on future prescription growth over a three 
year period. The purchase price is also subject to adjustment based on the value of inventory at the closing date. 
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The Company acquired Target's 1,672 pharmacies which operate in 47 states and will operate them through a 
store-within-a-store format, branded as CVS Pharmacy. The Company also acquired 79 Target clinic locations which 
will be rebranded as MinuteClinic. The Company acquired the Target pharmacy and clinic businesses primarily to 
expand the geographic reach of its retail pharmacy business. 

The estimated fair values of the assets acquired at the date of acquisition were approximately as follows: 

IN MILLIONS 

Accounts receivable 

Inventories 

Property and equipment 

Intangible assets 

Goodwill 

Total cash consideration 

$ 

$ 

2 

472 

9 

490 

916 

1,889 

The assessment of fair value is preliminary and is based on information that was available to management at the time 
the consolidated financial statements were prepared. Accordingly, such amounts may change. As of December 31, 
2015, the most significant open item was the inventory related purchase price adjustment. Intangible assets acquired 
include customer relationships with an estimated useful life of 13 years. The goodwill represents future economic 
benefits expected to arise from the Company's expanded geographic presence in the retail pharmacy market, the 
assembled workforce acquired, expected purchasing and revenue synergies, as well as operating efficiencies and 
cost savings. The goodwill is deductible for income tax purposes. No liability for any potential contingent consider
ation has been recorded based on current projections for future prescription growth over the relevant period. 

In January 2016, the Company received approximately $21 million from Target as final settlement of the inventory 
valuation. This amount will be recorded as a reduction of the purchase price in the first quarter of 2016. 

In connection with the closing of the transaction, the Company and Target entered into pharmacy and clinic operat
ing and master lease agreements. See Note 7 of the consolidated financial statements for disclosures of the 
Company's leasing arrangements. 

During the year ended December 31, 2015, the Company incurred transaction costs of approximately $26 million 
associated with the acquisition that were recorded within operating expenses. The results of the Target pharmacies 
and clinics are included in the Company's Retail/LTC Segment beginning on December 16, 2015. Proforma financial 
information for this acquisition is not presented as such results are immaterial to the Company's consolidated 
financial statements. 

Coram Acquisition 

On January 16, 2014, the Company acquired 100% of the voting interests of Coram LLC and its subsidiaries (collectively, 
"Coram"), the specialty infusion services and enteral nutrition business unit of Apria Healthcare Group Inc. ("Apria"), for 
cash consideration of approximately $2.1 billion, plus contingent consideration of approximately $0.1 billion. The pur
chase price was also subject to a working capital adjustment, which resulted in the Company receiving $9 million from 
Apria. Coram is one of the nation's largest providers of comprehensive infusion services, caring for approximately 240,000 
patients annually. Coram has approximately 4,600 employees, including approximately 600 nurses and 250 dietitians, 
operating primarily through 83 branch locations and six centers of excellence for patient intake. 

The contingent consideration is based on the Company's future realization of Coram's tax net operating loss 
carryforwards ("NOLs") as of the date of the acquisition. The Company will pay the seller the first $60 million in tax 
savings realized from the future utilization of the Coram NOLs, plus 50% of any additional future tax savings from 
the remaining NOLs. The fair value of the contingent consideration liability associated with the future realization of 
the Coram NOLs was determined using Level 3 inputs based on the present value of contingent payments expected 
to be made based on the Company's estimate of the amount and timing of Coram NOLs that will ultimately be 
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realized. The change in fair value of the contingent consideration liability recognized in earnings for the year ended 
December 31, 2014 was immaterial and for the year ended December 31, 2015 was approximately $4 million. During 
the year ended December 31 , 2015, the Company made contingent consideration payments to Apria of approxi
mately $58 million. 

The Company recognized approximately $1.6 billion of goodwill in connection with the acquisition. The goodwill 
represents future economic benefits expected to arise from the Company's expanded presence in the specialty 
pharmaceuticals market, the assembled workforce acquired, and the expected synergies from combining operations 
with Coram. The goodwill is nondeductible for income tax purposes. 

Coram's results of operations are included in the Company's PSS beginning on January 16, 2014. Pro forma informa
tion for this acquisition is not presented as Coram's results are immaterial to the Company's consolidated financial 
statements. During the year ended December 31, 2014, acquisition costs of $15 million were expensed as incurred 
within operating expenses. 

4 I Goodwill and Other Intangibles 
Goodwill and other indefinitely-lived assets are not amortized, but are subject to annual impairment reviews, or more 
frequent reviews if events or circumstances indicate an impairment may exist. 

When evaluating goodwill for potential impairment, the Company first compares the fair value of its reporting units 
to their respective carrying amounts. The Company estimates the fair value of its reporting units using a combination 
of a future discounted cash flow valuation model and a comparable market transaction model. If the estimated fair 
value of the reporting unit is less than its carrying amount, an impairment loss calculation is prepared. The impair
ment loss calculation compares the implied fair value of a reporting unit's goodwill with the carrying amount of its 
goodwill. If the carrying amount of the goodwill exceeds the implied fair value, an impairment loss is recognized 
in an amount equal to the excess. During the third quarter of 2015, the Company performed its required annual 
goodwill impairment tests. The Company concluded there were no goodwill impairments as of the testing date. 

Below is a summary of the changes in the carrying amount of goodwill by segment for the years ended December 31, 
2015 and 2014: 

IN MILLIONS Pharmacy Services 

Balance, December 31, 2013 $ 19,658 

Acquisitions 1,578 

Foreign currency translation adjustments 

Other<11 (2) 

Balance, December 31, 2014 21,234 

Acquisitions 452 

Foreign currency translation adjustments 

Other<•I (1) 

Balance, December 31, 2015 s 21,685 

(1) "Other" represents immaterial purchase accounting adjustments for acquisitions. 

Retail/LTC 

$ 6,884 

38 

(14) 

6,908 

9,554 

(40) 

(1) 

s 16,421 

Total 

$ 26,542 

1,616 

(14) 

(2) 

28,142 

10,006 

(40) 

(2) 

s 38,106 

Indefinitely-lived intangible assets are tested for impairment by comparing the estimated fair value of the asset to its 
carrying value. The Company estimates the fair value of its indefinitely-lived trademark using the relief from royalty 
method under the income approach. If the carrying value of the asset exceeds its estimated fair value, an impair
ment loss is recognized and the asset is written down to its estimated fair value. During the third quarter of 2015, 
the Company performed its annual impairment test of the indefinitely-lived trademark and concluded there was 
no impairment as of the testing date. The carrying amount of its indefinitely-lived trademark was $6.4 billion as of 
December 31, 2015 and 2014. 
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The Company amortizes intangible assets with finite lives over the estimated useful lives of the respective assets, 
which have a weighted average useful life of 15.5 years. The weighted average useful lives of the Company's 
customer contracts and relationships and covenants not to compete are 15.5 years. The weighted average lives 
of the Company's favorable leases and other intangible assets are 15.6 years. Amortization expense for intangible 
assets totaled $611 million, $518 million and $494 million in 2015, 2014 and 2013, respectively. The anticipated 
annual amortization expense for these intangible assets for the next five years is as follows: 

IN MILLIONS 

2016 $ 760 

2017 735 

2018 705 

2019 662 

2020 490 

The following table is a summary of the Company's intangible assets as of December 31: 

2015 2014 

Gross Net Gross Net 
Carrying Accumulated Carrying Carrying Accumulated Carrying 

IN MILLIONS Amount Amorlization Amount Amount Amorlization Amount 

Trademark ~ndefinitely-lived) $ 6,398 $ $ 6,398 $ 6,398 $ $ 6,398 

Customer contracts and relationships 
and covenants not to compete 10,594 (4,092) 6,502 6,521 (3,549) 2,972 

Favorable leases and other 1,595 (617) 978 880 (476) 404 

$ 18,587 $ (4,709) $ 13,878 $ 13,799 $ (4,025) $ 9,774 

5 I Share Repurchase Programs 
The following share repurchase programs were authorized by the Company's Board of Directors: 

IN BILLIONS 

Authorization Date Authorized Remaining 

December 15, 2014 ("2014 Repurchase Program") $ 10.0 $ 7.7 

December 17, 2013 ("2013 Repurchase Program") $ 6.0 $ 

September 19, 2012 ("2012 Repurchase Program") $ 6.0 $ 

The share Repurchase Programs, each of which was effective immediately, permit the Company to effect repur
chases from time to time through a combination of open market repurchases, privately negotiated transactions, 
accelerated share repurchase ("ASA") transactions, and/or other derivative transactions. The 2014 Repurchase 
Program may be modified or terminated by the Board of Directors at any time. The 2013 and 2012 Repurchase 
Programs have been completed, as described in the following paragraphs. 

Pursuant to the authorization under the 2014 Repurchase Program, effective December 11, 2015, the Company 
entered into a $725 million fixed dollar ASA with Barclays Bank PLC ("Barclays"). Upon payment of the $725 million 
purchase price on December 14, 2015, the Company received a number of shares of its common stock equal to 
80% of the $725 million notional amount of the ASA or approximately 6.2 million shares. At the conclusion of the 
ASA program, the Company may receive additional shares equal to the remaining 20% of the $725 million notional 
amount. The initial 6.2 million shares of common stock delivered to the Company by Barclays were placed into treasury 
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stock in December 2015. The ASR was accounted for as an initial treasury stock transaction for $580 million and a 
forward contract for $145 million. The forward contract was classified as an equity instrument and was recorded within 
capital surplus on the consolidated balance sheet. On January 28, 2016, the Company received 1.4 million shares of 
common stock, representing the remaining 20% of the $725 million notional amount of the ASR, thereby concluding 
the ASR. The remaining 1.4 million shares of common stock delivered to the Company by Barclays were placed into 
treasury stock in January 2016 and the forward contract was reclassified from capital surplus to treasury stock. 

Pursuant to the authorization under the 2013 Repurchase Programs, effective January 2, 2015, the Company entered 
into a $2.0 billion fixed dollar ASR agreement with J.P. Morgan Chase Bank ("JP Morgan"). Upon payment of the 
$2.0 billion purchase price on January 5, 2015, the Company received a number of shares of its common stock 
equal to 80% of the $2.0 billion notional amount of the ASR agreement or approximately 16.8 million shares, which 
were placed into treasury stock in January 2015. On May 1, 2015, the Company received approximately 3.1 million 
shares of common stock, representing the remaining 20% of the $2.0 billion notional amount of the ASR, thereby 
concluding the ASR. The remaining 3.1 million shares of common stock delivered to the Company by JP Morgan 
were placed into treasury stock in May 2015. The ASR was accounted for as an initial treasury stock transaction for 
$1.6 billion and a forward contract for $0.4 billion. The forward contract was classified as an equity instrument and 
was initially recorded within capital surplus on the consolidated balance sheet and was reclassified to treasury stock 
upon the settlement of the ASR in May 2015. 

Pursuant to the authorization under the 2012 Repurchase Program, effective October 1, 2013, the Company entered 
into a $1. 7 billion fixed dollar ASR agreement with Barclays. Upon payment of the $1. 7 billion purchase price on 
October 1, 2013, the Company received a number of shares of its common stock equal to 50% of the $1. 7 billion 
notional amount of the ASR agreement or approximately 14.9 million shares at a price of $56.88 per share. The 
Company received approximately 11.7 million shares of common stock on December 30, 2013 at an average price 
of $63.83 per share, representing the remaining 50% of the $1. 7 billion notional amount of the ASR agreement and 
thereby concluding the agreement. The total of 26.6 million shares of common stock delivered to the Company 
by Barclays over the term of the October 2013 ASR agreement were placed into treasury stock. The ASR was 
accounted for as an initial treasury stock transaction and a forward contract. The forward contract was classified 
as an equity instrument. 

Each of the ASR transactions described above, the initial repurchase of the shares and delivery of the remainder 
of the shares to conclude each ASR, resulted in an immediate reduction of the outstanding shares used to calculate 
the weighted average common shares outstanding for basic and diluted earnings per share. 

During the year ended December 31, 2015, the Company repurchased an aggregate of 48.0 million shares of 
common stock for approximately $5.0 billion under the 2013 and 2014 Repurchase Programs. As of December 31, 
2015, there remained an aggregate of approximately $7. 7 billion available for future repurchases under the 2014 
Repurchase Program and the 2013 Repurchase Program was complete. 

During the year ended December 31, 2014, the Company repurchased an aggregate of 51.4 million shares of 
common stock for approximately $4.0 billion under the 2013 and 2012 Repurchase Programs. As of December 31, 
2014, there remained an aggregate of approximately $12. 7 billion available for future repurchases under the 2014 
and 2013 Repurchase Programs. As of December 31, 2014, the 2012 Repurchase Program was complete. 

During the year ended December 31, 2013, the Company repurchased an aggregate of 66.2 million shares of common 
stock for approximately $4.0 billion under the 2012 Repurchase Program, which includes shares received from the 
October 2013 ASR agreement described above. As of December 31, 2013, there remained an aggregate of approxi
mately $6. 7 billion available for future repurchases under the 2013 and 2012 Repurchase Programs. 
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6 I Borrowings and Credit Agreements 
The following table is a summary of the Company's borrowings as of December 31: 

IN MILLIONS 2015 2014 

Commercial paper $ $ 685 

3.25% senior notes due 2015 550 

1.2% senior notes due 2016 750 750 

6.125% senior notes due 2016 421 421 

5. 75% senior notes due 2017 1,080 1,080 

1.9% senior notes due 2018 2,250 

2.25% senior notes due 2018 1,250 1,250 

2.25% senior notes due 2019 850 850 

6.6% senior notes due 2019 394 394 

2.8% senior notes due 2020 2,750 

4. 75% senior notes due 2020 450 450 

4.125% senior notes due 2021 550 550 

2.75% senior notes due 2022 1,250 1,250 

3.5% senior notes due 2022 1,500 

4. 75% senior notes due 2022 400 

4% senior notes due 2023 1,250 1,250 

3.375% senior notes due 2024 650 650 

5% senior notes due 2024 300 

3.875% senior notes due 2025 3,000 

6.25% senior notes due 2027 453 453 

3.25% senior exchange debentures due 2035 5 

4.875% senior notes due 2035 2,000 

6.125% senior notes due 2039 734 734 

5.75% senior notes due 2041 493 493 

5.3% senior notes due 2043 750 750 

5.125% senior notes due 2045 3,500 

Capital lease obligations 644 391 

Other 20 41 

Total debt principal 27,694 12,992 

Debt premiums 39 

Debt discounts and deferred financing costs (269) (102) 

27,464 12,890 

Less: 

Short-term debt (commercial paper) (685) 

Current portion of long-term debt (1,197) (575) 

Long-term debt $ 26,267 $ 11,630 

The Company did not have any commercial paper outstanding as of December 31, 2015. In connection with its 
commercial paper program, the Company maintains a $1.0 billion, five-year unsecured back-up credit facility, which 
expires on May 23, 2018, a $1.25 billion, five-year unsecured back-up credit facility, which expires on July 24, 2019, 
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and a $1.25 billion, five-year unsecured back-up credit facility, which expires on July 1, 2020. The credit facilities 
allow for borrowings at various rates that are dependent, in part, on the Company's public debt ratings and require 
the Company to pay a weighted average quarterly facility fee of approximately 0.03%, regardless of usage. As of 
December 31, 2015, there were no borrowings outstanding under the back-up credit facilities. The weighted average 
interest rate for short-term debt outstanding as of December 31, 2014 was 0.36%. 

On May 20, 2015, in connection with the acquisition of Omnicare, the Company entered into a $13 billion unsecured 
bridge loan facility. The Company paid approximately $52 million in fees in connection with the facility. The fees were 
capitalized and amortized as interest expense over the period the bridge facility was outstanding. The bridge loan 
facility expired on July 20, 2015 upon the Company's issuance of unsecured senior notes with an aggregate principal 
of $15 billion as discussed below. The bridge loan facility fees became fully amortized in July 2015. 

On July 20, 2015, the Company issued an aggregate of $2.25 billion of 1.9% unsecured senior notes due 2018 
("2018 Notes"), an aggregate of $2. 75 billion of 2.8% unsecured senior notes due 2020 ("2020 Notes"), an aggregate 
of $1.5 billion of 3.5% unsecured senior notes due 2022 ("2022 Notes"), an aggregate of $3 billion of 3.875% unse
cured senior notes due 2025 ("2025 Notes"), an aggregate of $2 billion of 4.875% unsecured senior notes due 2035 
("2035 Notes"), and an aggregate of $3.5 billion of 5.125% unsecured senior notes due 2045 ("2045 Notes" and, 
together with the 2018 Notes, 2020 Notes, 2022 Notes, 2025 Notes and 2035 Notes, the "Notes") for total proceeds 
of approximately $14.8 billion, net of discounts and underwriting fees. The Notes pay interest semi-annually and 
contain redemption terms which allow or require the Company to redeem the Notes at a defined redemption price 
plus accrued and unpaid interest at the redemption date. The net proceeds of the Notes were used to fund the 
Omnicare acquisition and the acquisition of the pharmacies and clinics of Target. The remaining proceeds were 
used for general corporate purposes. 

Upon the closing of the Omnicare acquisition in August 2015, the Company assumed the long-term debt of Omnicare 
that had a fair value of approximately $3.1 billion, $2.0 billion of which was previously convertible into Omnicare 
shares that holders were able to redeem subsequent to the acquisition. During the period from August 18, 2015 to 
December 31, 2015, all but $5 million of the $2.0 billion of previously convertible debt was redeemed and repaid and 
approximately $0.4 billion in Omnicare term debt assumed was repaid for total repayments of Omnicare debt of 
approximately $2.4 billion in 2015. 

The remaining principal of the Omnicare debt assumed was comprised of senior unsecured notes with an aggregate 
principal amount of $700 million ($400 million of 4. 75% senior notes due 2022 and $300 million of 5% senior notes 
due 2024). In September 2015, the Company commenced exchange offers for the 4. 75% senior notes due 2022 and 
the 5% senior notes due 2024 to exchange all validly tendered and accepted notes issued by Omnicare for notes to 
be issued by the Company. This offer expired on October 20, 2015 and the aggregate principal amounts below of 
each of the Omnicare notes were validly tendered and exchanged for notes issued by the Company. 

Interest Rate and Maturity 

4.75% senior notes due 2022 

5% senior notes due 2024 

Total senior notes issued under exchange transaction 

$ 

$ 

Aggregate 
Principal 
Amount 

(In Millions) 

388 

296 

684 

Percentage of 
Total Outstanding 
Principal Amount 

Exchanged 

96.8% 

98.8% 

The Company recorded this exchange transaction as a modification of the original debt instruments. As such, no 
gain or loss on extinguishment was recognized in the Company's consolidated income statement as a result of this 
exchange transaction and issuance costs were expensed as incurred. 
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On August 7, 2014, the Company issued $850 million of 2.25% unsecured senior notes due August 12, 2019 
and $650 million of 3.375% unsecured senior notes due August 12, 2024 (collectively, the "2014 Notes") for total 
proceeds of approximately $1.5 billion, net of discounts and underwriting fees. The 2014 Notes pay interest 
semi-annually and may be redeemed, in whole at any time, or in part from time to time, at the Company's option 
at a defined redemption price plus accrued and unpaid interest to the redemption date. The net proceeds of the 
2014 Notes were used for general corporate purposes and to repay certain corporate debt. 

On August 7, 2014, the Company announced tender offers for any and all of the 6.25% Senior Notes due 2027, and 
up to a maximum amount of the 6.125% Senior Notes due 2039, the 5. 75% Senior Notes due 2041 and the 5. 75% 
Senior Notes due 2017, for up to an aggregate principal amount of $1.5 billion. On August 21, 2014, the Company 
increased the aggregate principal amount of the tender offers to $2.0 billion and completed the repurchase for 
the maximum amount on September 4, 2014. The Company paid a premium of $490 million in excess of the debt 
principal in connection with the tender offers, wrote off $26 million of unamortized deferred financing costs and 
incurred $5 million in fees, for a total loss on the early extinguishment of debt of $521 million. The loss was recorded in 
income from continuing operations on the consolidated statement of income for the year ended December 31, 2014. 

During the year ended December 31, 2014, the Company repurchased the remaining $41 million of outstanding 
Enhanced Capital Advantage Preferred Securities ("ECAPS") at par. The fees and write-off of deferred issuance 
costs associated with the early extinguishment of the ECAPS were immaterial. 

On December 2, 2013, the Company issued $750 million of 1.2% unsecured senior notes due December 5, 2016; 
$1.25 billion of 2.25% unsecured senior notes due December 5, 2018; $1.25 billion of 4.0% unsecured senior notes 
due December 5, 2023; and $750 million of 5.3% unsecured senior notes due December 5, 2043 (the "2013 Notes") 
for total proceeds of approximately $4.0 billion, net of discounts and underwriting fees. The 2013 Notes pay interest 
semi-annually and may be redeemed, in whole at any time, or in part from time to time, at the Company's option at 
a defined redemption price plus accrued and unpaid interest to the redemption date. The net proceeds of the 2013 
Notes were used to repay commercial paper outstanding at the time of issuance and to fund the acquisition of 
Coram in January 2014. The remainder was used for general corporate purposes. 

The credit facilities, back-up credit facilities and unsecured senior notes contain customary restrictive financial and 
operating covenants. The covenants do not materially affect the Company's financial or operating flexibility. 

The following is a summary of the Company's required principal debt repayments, excluding unamortized debt 
discounts, deferred financing costs and debt premiums, due during each of the next five years and thereafter, as of 
December 31 , 2015: 

Year Ending December 31: 

IN MILLIONS 

2016 

2017 

2018 

2019 

2020 

Thereafter 

Total 
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$ 1,197 

1, 113 

3,521 

1,266 

3,224 

17,373 

$ 27,694 



7 I Leases 
The Company leases most of its retail and mail order locations, ten of its distribution centers and certain corporate 
offices under noncancelable operating leases, typically with initial terms of 15 to 25 years and with options that 
permit renewals for additional periods. The Company also leases certain equipment and other assets under 
noncancelable operating leases, typically with initial terms of 3 to 10 years. In December 2015, in connection with 
the acquisition of the pharmacy and clinic businesses of Target, the Company entered into lease agreements with 
Target for the pharmacy and clinic space within Target stores. Given that the noncancelable contractual term of 
the pharmacy lease arrangement exceeds the remaining estimated economic life of the buildings being leased, the 
Company concluded for accounting purposes that the lease term was the remaining economic life of the buildings. 
Consequently, most of the individual pharmacy leases are capital leases. Approximately $0.3 billion of capital lease 
obligations were recorded in connection with this transaction. 

Minimum rent on operating leases is expensed on a straight-line basis over the term of the lease. In addition to 
minimum rental payments, certain leases require additional payments based on sales volume, as well as reimburse
ment for real estate taxes, common area maintenance and insurance, which are expensed when incurred. 

The following table is a summary of the Company's net rental expense for operating leases for the years ended 
December 31: 

IN MILLIONS 2015 

Minimum rentals $ 2,317 

Contingent rentals 34 

2,351 

Less: sublease income (22) 

$ 2,329 

$ 

$ 

2014 

2,320 

36 

2,356 

(21) 

2,335 

$ 

$ 

2013 

2,210 

41 

2,251 

(21) 

2,230 

The following table is a summary of the future minimum lease payments under capital and operating leases as of 
December 31, 2015: 

IN MILLIONS 

2016 

2017 

2018 

2019 

2020 

Thereafter 

Total future lease payments 121 

Less: imputed interest 

Present value of capital lease obligations 

$ 

$ 

Capital 
Leases 

52 

94 

70 

69 

69 

970 

1,324 

(679) 

645 

Operating 
Leases Ill 

$ 2,405 

2,321 

2,197 

2,044 

1,877 

16,837 

$ 27,681 

(1) Future operating lease payments have not been reduced by minimum sublease rentals of $180 million due in the future under noncancelable 

subleases. 

(2) The Company leases pharmacy and clinic space from Target. Amounts related to such capital and operating leases are reftected above. Amounts 

due in excess of the remaining estimated economic life of the buildings of approximately $1. 7 billion are not reflected herein since the estimated 

economic life of the buildings is shorter than the contractual term of the lease arrangement. 
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The Company finances a portion of its store development program through sale-leaseback transactions. The properties 
are generally sold at net book value, which generally approximates fair value, and the resulting leases generally qualify 
and are accounted for as operating leases. The operating leases that resulted from these transactions are included in 
the previous table. The Company does not have any retained or contingent interests in the stores and does not provide 
any guarantees, other than a guarantee of lease payments, in connection with the sale-leaseback transactions. Proceeds 
from sale-leaseback transactions totaled $411 million in 2015, $515 million in 2014 and $600 million in 2013. 

8 I Medicare Part D 
The Company offers Medicare Part D benefits through SilverScript, which has contracted with CMS to be a PDP 
and, pursuant to the Medicare Prescription Drug, Improvement and Modernization Act of 2003, must be a risk-bear
ing entity regulated under state insurance laws or similar statutes. 

SilverScript is a licensed domestic insurance company under the applicable laws and regulations. Pursuant to these 
laws and regulations, SilverScript must file quarterly and annual reports with the National Association of Insurance 
Commissioners ("NAIC") and certain state regulators, must maintain certain minimum amounts of capital and surplus 
under a formula established by the NAIC and must, in certain circumstances, request and receive the approval of 
certain state regulators before making dividend payments or other capital distributions to the Company. The Company 
does not believe these limitations on dividends and distributions materially impact its financial position. 

The Company has recorded estimates of various assets and liabilities arising from its participation in the Medicare 
Part D program based on information in its claims management and enrollment systems. Significant estimates 
arising from its participation in this program include: (i) estimates of low-income cost subsidy, reinsurance amounts, 
and coverage gap discount amounts ultimately payable to or receivable from CMS based on a detailed claims recon
ciliation that will occur in the following year; (ii) an estimate of amounts receivable from or payable to CMS under 
a risk-sharing feature of the Medicare Part D program design, referred to as the risk corridor and (iii) estimates for 
claims that have been reported and are in the process of being paid or contested and for our estimate of claims that 
have been incurred but have not yet been reported. 

As of December 31, 2015 and 2014, amounts due from CMS included in accounts receivable were $1.6 billion and 
$1.8 billion, respectively. 

9 I Pension Plans and Other Postretirement Benefits 
Defined Contribution Plans 

The Company sponsors voluntary 401 (k) savings plans that cover all employees who meet plan eligibility require
ments. The Company makes matching contributions consistent with the provisions of the plans. 

At the participant's option, account balances, including the Company's matching contribution, can be transferred 
without restriction among various investment options, including the Company's common stock fund under one of 
the defined contribution plans. The Company also maintains a nonqualified, unfunded Deferred Compensation Plan 
for certain key employees. This plan provides participants the opportunity to defer portions of their eligible compensa
tion and receive matching contributions equivalent to what they could have received under the CVS Health 401 (k) Plan 
absent certain restrictions and limitations under the Internal Revenue Code. The Company's contributions under the 
above defined contribution plans were $251 million, $238 million and $235 million in 2015, 2014 and 2013, respectively. 

Defined Benefit Pension Plans 

As of December 31, 2015, the Company sponsored seven defined benefit pension plans. Two of the plans are 
tax-qualified plans that are funded based on actuarial calculations and applicable federal laws and regulations. The 
other five plans are unfunded nonqualified supplemental retirement plans. As of December 31, 2014 and 2013, the 
Company sponsored nine defined benefit pension plans. Four of the plans were tax-qualified plans and the other 
five plans were unfunded nonqualified supplemental retirement plans. Most of the plans were frozen in prior periods. 
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On September 30, 2015, the Company's Board of Directors approved a resolution to merge the four tax-qualified 
defined benefit plans that existed in 2014 and terminate the resulting merged plan. The merger was effective 
September 30, 2015 and the merged plan termination was effective December 31, 2015. It is expected to take 
approximately 18 to 24 months to complete the settlement of the terminated plan from the date of the approved 
resolution. The assumptions used to calculate the pension liability as of December 31, 2015 reflect the resolution 
to terminate the merged plan. This resulted in the pension liability and pre-tax accumulated other comprehensive 
income both increasing by $67 million during the three months ended December 31, 2015. The pension liability will 
be settled in either lump sum payments or purchased annuities. Currently, there is not enough information available 
to determine the ultimate cost of the termination; however, based on current market rates the one-time settlement 
charge at final liquidation is estimated to be in the range of approximately $175 million to $250 million. 

The following tables outline the change in benefit obligations and plan assets over the comparable periods: 

IN MILLIONS 

Change in benefit obligation: 

Benefit obligation at beginning of year 

Acquisition 

Service cost 

Interest cost 

Actuarial loss 

Benefit payments 

Settlements 

Benefit obligation at end of year 

IN MILLIONS 

Change in plan assets: 

Fair value of plan assets at the beginning of the year 

Acquisitions 

Actual return on plan assets 

Employer contributions 

Benefit payments 

Settlements 

Fair value of plan assets at the end of the year 

Funded status 

$ 

$ 

$ 

$ 

2015 

796 

8 

31 

45 

(36) 

844 

2015 

635 

5 

(13) 

22 

(36) 

613 

(231) 

$ 

$ 

$ 

$ 

2014 

694 

1 

32 

119 

(41) 

(9) 

796 

2014 

568 

75 

42 

(41) 
(9) 

635 

(161) 

The components of net periodic benefit costs for the years ended December 31, 2015, 2014 and 2013 are 
shown below: 

IN MILLIONS 2015 2014 2013 

Components of net periodic benefit cost 

Interest cost $ 31 $ 32 $ 30 

Expected return on plan assets (33) (31) (34) 

Amortization of net loss 21 16 22 

Settlement loss - 3 -

Service cost - 1 1 

Net periodic pension cost $ 19 $ 21 $ 19 
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Pension Plan Assumptions 

The Company uses a series of actuarial assumptions to determine the benefit obligations and the net benefit costs. 
The discount rate is determined by examining the current yields observed on the measurement date of fixed-inter
est, high quality investments expected to be available during the period to maturity of the related benefits on a plan 
by plan basis. The discount rate for the merged qualified plan that has been terminated is determined by examining 
the current assumed lump sum and annuity purchase rates. The expected long-term rate of return on plan assets is 
determined by using the plan's target allocation and historical returns for each asset class on a plan by plan basis. 
Certain of the Company's pension plans use assumptions on expected compensation increases of plan participants. 
These increases are determined by an actuarial analysis of the plan participants, their expected compensation 
increases, and the duration of their earnings period until retirement. Each of these assumptions are reviewed as plan 
characteristics change and on an annual basis with input from senior pension and financial executives and the 
Company's external actuarial consultants. 

The discount rate for determining plan benefit obligations was 4.25% for all plans except the merged qualified 
plan in 2015 and 4% for all plans in 2014. The discount rate for the merged qualified plan was 3.25% in 2015. The 
expected long-term rate of return for the plans ranged from 5. 75% to 6. 75% in 2015 and ranged from 5. 75% to 
7.25% in 2014. The rate of compensation increases for certain of the plans with active participants ranged from 4% 
to 6% in 2015 and 2014. 

Return on Plan Assets 

Historically, the Company used an investment strategy which emphasized equities in order to produce higher 
expected returns, and in the long run, lower expected expense and cash contribution requirements. Beginning in 
2013, the Company changed its investment strategy to be liability management driven. The qualified pension plan 
asset allocation targets in 2014 and 2013 were revised to hold more fixed income investments based on the change 
in the investment strategy. As of December 31, 2015, investment allocations for the two qualified defined benefit 
plans range from 80% to 100% in fixed income and 0% to 20% in equities. The following tables show the fair value 
allocation of plan assets by asset category as of December 31, 2015 and 2014. 

FAIR VALUE OF PLAN ASSETS AT DECEMBER 31, 2015 

IN MILLIONS Level 1 Level2 Level 3 Total 

Cash and money market funds $ 10 $ $ $ 10 

Fixed income funds 4 484 488 

Equity mutual funds 115 115 

Total assets at fair value $ 129 I $ 484 $ $ 613 

FAIR VALUE OF PLAN ASSETS AT DECEMBER 31, 2014 

Level 1 I Level2 Level3 Total 

Cash and money market funds $ 7 $ $ $ 7 

Fixed income funds 514 514 
Equity mutual funds 84 30 114 
Total assets at fair value $ 91 I $ 544 $ $ 635 

As of December 31, 2015, the Company's qualified defined benefit pension plan assets consisted of 19% equity, 
80% fixed income and 2% money market securities of which 21 % were classified as Level 1 and 79% as Level 2 
in the fair value hierarchy. The Company's qualified defined benefit pension plan assets as of December 31, 2014 
consisted of 18% equity, 81 % fixed income and 1 % money market securities of which 14% were classified as 
Level 1 and 86% as Level 2 in the fair value hierarchy. 
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The Company continued to have no investments in Level 3 alternative investments during the years ended 
December 31, 2015 and 2014. 

Cash Flows 

The Company contributed $22 million, $42 million and $33 million to the pension plans during 2015, 2014 and 2013, 
respectively. The Company plans to make approximately $37 million in contributions to the pension plans during 
2016. These contributions include contributions made to certain nonqualified benefit plans for which there is no 
funding requirement. The Company estimates the following future benefit payments which are calculated using the 
same actuarial assumptions used to measure the benefit obligation as of December 31, 2015: 

IN MILLIONS 

2016 $ 37 
2017<11 39 
2018 51 

2019 50 

2020 49 
Thereafter 250 

(1) Excludes any payments associated with the ultimate settlement of the terminated plan discussed above. 

Multiemployer Pension Plans 

The Company also contributes to a number of multiemployer pension plans under the terms of collective-bargaining 
agreements that cover its union-represented employees. The risks of participating in these multiemployer plans are 
different from single-employer pension plans in the following aspects: (i) assets contributed to the multiemployer plan 
by one employer may be used to provide benefits to employees of other participating employers, (ii) if a participating 
employer stops contributing to the plan, the unfunded obligations of the plan may be borne by the remaining partici
pating employers, and (iii) if the Company chooses to stop participating in some of its multiemployer plans, the 
Company may be required to pay those plans an amount based on the underfunded status of the plan, referred to 
as a withdrawal liability. 

None of the multiemployer pension plans in which the Company participates are individually significant to the 
Company. Total Company contributions to multiemployer pension plans were $14 million in 2015 and 2014 and 
$13 million in 2013. 

Other Postretirement Benefits 

The Company provides postretirement health care and life insurance benefits to certain retirees who meet eligibility 
requirements. The Company's funding policy is generally to pay covered expenses as they are incurred. For retiree 
medical plan accounting, the Company reviews external data and its own historical trends for health care costs to 
determine the health care cost trend rates. As of December 31, 2015 and 2014, the Company's other postretirement 
benefits have an accumulated postretirement benefit obligation of $33 million and $31 million, respectively. Net 
periodic benefit costs related to these other postretirement benefits were $2 million in 2015, $1 million in 2014, and 
$11 million in 2013. The net periodic benefit costs for 2013 include a settlement loss of $8 million. 

Pursuant to various collective bargaining agreements, the Company also contributes to multiemployer health and 
welfare plans that cover certain union-represented employees. The plans provide postretirement health care and life 
insurance benefits to certain employees who meet eligibility requirements. Total Company contributions to multiem
ployer health and welfare plans were $60 million, $58 million and $55 million in 2015, 2014 and 2013, respectively. 
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1 0 I Stock Incentive Plans 
Stock-based compensation expense is measured at the grant date based on the fair value of the award and is 
recognized as expense over the requisite service period of the stock award (generally three to five years) using the 
straight-line method. 

Compensation expense related to stock options, which includes the Employee Stock Purchase Plan (the "ESPP") 
totaled $90 million, $103 million and $100 million for 2015, 2014 and 2013, respectively. The recognized tax benefit 
was $26 million, $33 million and $32 million for 2015, 2014 and 2013, respectively. Compensation expense related 
to restricted stock awards totaled $140 million, $62 million and $41 million for 2015, 2014 and 2013, respectively. 
Stock-based compensation for the year ended December 31, 2015 includes $38 million associated with accelerated 
vesting of restricted stock replacement awards issued to Omnicare executives who were terminated subsequent to 
the acquisition. 

The ESPP provides for the purchase of up to 15 million shares of common stock. In March 2013, the Board of 
Directors approved an amendment to the ESPP to provide an additional 15 million shares of common stock for 
issuance. Under the ESPP, eligible employees may purchase common stock at the end of each six month offering 
period at a purchase price equal to 85% of the lower of the fair market value on the first day or the last day of the 
offering period. During 2015, approximately 1 million shares of common stock were purchased under the provisions 
of the ESPP at an average price of $72.21 per share. As of December 31, 2015, approximately 14 million shares of 
common stock were available for issuance under the ESPP. 

The fair value of stock-based compensation associated with the ESPP is estimated on the date of grant (the first day 
of the six month offering period) using the Black-Scholes Option Pricing Model. 

The following table is a summary of the assumptions used to value the ESPP awards for each of the respective 
periods: 

2015 2014 2013 

Dividend yield 111 0.71% 0.75% 0.86% 

Expected volatility 121 13.92% 14.87% 16.94% 

Risk-free interest rate P> 0.11% 0.08% 0.10% 

Expected life (in years) 1•> 0.50 0.5 0.5 

Weighted-average grant date fair value $ 18.72 $ 13.74 $ 10.08 

(1) The dividend yield is calculated based on semi-annual dividends paid and the fair market value of the Company's stock at the grant date. 

(2) The expected volatility is based on the historical volatility of the Company's daily stock market prices over the previous six month period. 

(3) The risk-free interest rate is based on the Treasury constant maturity interest rate whose term is consistent with the expected term of ESPP 

options (i.e., 6 months). 

(4) The expected life is based on the semi-annual purchase period. 

The terms of the Company's Incentive Compensation Plan ("ICP") provide for grants of annual incentive and long-term 
performance awards to executive officers and other officers and employees of the Company or any subsidiary of the 
Company. Payment of such annual incentive and long-term performance awards will be in cash, stock, other awards 
or other property, at the discretion of the Management Planning and Development Committee of the Company's 
Board of Directors. The ICP allows for a maximum of 74 million shares to be reserved and available for grants. 
The ICP is the only compensation plan under which the Company grants stock options, restricted stock and other 
stock-based awards to its employees, with the exception of the Company's ESPP. In November 2012, the Company's 
Board of Directors approved an amendment to the ICP to eliminate the share recycling provision of the ICP. As of 
December 31, 2015, there were approximately 24 million shares available for future grants under the ICP. 
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The Company's restricted awards are considered nonvested share awards and require no payment from the 
employee. Compensation cost is recorded based on the market price of the Company's common stock on the grant 
date and is recognized on a straight-line basis over the requisite service period. The Company granted 2,695,000, 
2,708,000 and 1,715,000 restricted stock units with a weighted average fair value of $100.81, $73.60 and $54.30 in 
2015, 2014 and 2013, respectively. As of December 31, 2015, there was $268 million of total unrecognized compensa
tion cost related to the restricted stock units that are expected to vest. These costs are expected to be recognized 
over a weighted-average period of 2.61 years. The total fair value of restricted shares vested during 2015, 2014 and 
2013 was $164 million, $57 million and $41 million, respectively. 

The following table is a summary of the restricted stock unit and restricted share award activity for the year ended 
December31, 2015: 

Weighted 
Average 

Grant Date 
UNITS IN THOUSANDS Units Fair Value 

Nonvested at beginning of year 4,677 $ 51.90 

Granted 2,695 $ 100.81 

Vested (1,646) $ 103.82 

Forfeited (308) $ 73.61 

Nonvested at end of year 5,418 $ 59.22 

All grants under the ICP are awarded at fair value on the date of grant. The fair value of stock options is estimated 
using the Black-Scholes Option Pricing Model and stock-based compensation is recognized on a straight-line basis 
over the requisite service period. Stock options granted generally become exercisable over a four-year period from 
the grant date. Stock options generally expire seven years after the grant date. 

Excess tax benefits of $127 million, $106 million and $62 million were included in financing activities in the accompanying 
consolidated statements of cash flow during 2015, 2014 and 2013, respectively. Cash received from stock options 
exercised, which includes the ESPP, totaled $299 million, $421 million and $500 million during 2015, 2014 and 2013, 
respectively. The total intrinsic value of stock options exercised was $394 million, $372 million and $282 million in 2015, 
2014 and 2013, respectively. The total fair value of stock options vested during 2015, 2014 and 2013 was $334 million, 
$292 million and $329 million, respectively. 

The fair value of each stock option is estimated using the Black-Scholes option pricing model based on the following 
assumptions at the time of grant: 

2015 2014 2013 

Dividend yield <1> 1.37% 1.47% 1.65% 

Expected volatility12> 18.07% 19.92% 30.96% 

Risk-free interest rate IJl 1.24% 1.35% 0.73% 

Expected life (in years)<'> 4.20 4.00 4.70 

Weighted-average grant date fair value $ 14.01 $ 11.04 $ 12.50 

(1) The dividend yield is based on annual dividends paid and the fair market value of the Company's stock at the grant date. 

(2) The expected volatility is estimated using the Company's historical volatility over a period equal to the expected life of each option grant after 

adjustments for infrequent events such as stock splits. 

(3) The risk-free interest rate is selected based on yields from U.S. Treasury zero-coupon issues with a remaining term equal to the expected term of 

the options being valued. 

(4) The expected life represents the number of years the options are expected to be outstanding from grant date based on historical option holder 

exercise experience. 
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As of December 31, 2015, unrecognized compensation expense related to unvested options totaled $91 million, 

which the Company expects to be recognized over a weighted-average period of 1. 72 years. After considering 

anticipated forfeitures, the Company expects approximately 12 million of the unvested stock options to vest over 

the requisite service period. 

The following table is a summary of the Company's stock option activity for the year ended December 31, 2015: 

SHARES IN THOUSANDS Shares 

Outstanding at December 31, 2014 28,166 

Granted 3,772 

Exercised (6,425) 

Forfeited (902) 

Expired (270) 

Outstanding at December 31, 2015 24,341 

Exercisable at December 31, 2015 11,847 

Vested at December 31, 2015 and expected 
to vest in the future 23,765 

11 I Income Taxes 

Weighted 
Average 

Exercise Price 

$ 47.87 

$ 102.25 

$ 40.68 

$ 66.81 

$ 38.03 

$ 57.60 

$ 42.17 

$ 56.96 

Weighted 
Average 

Remaining 
Contractual Term 

3.88 

2.66 

3.84 

Aggregate 
Intrinsic Value 

$993,965, 110 

$658, 732,653 

$984,746,487 

The income tax provision for continuing operations consisted of the following for the years ended December 31: 

IN MILLIONS 2015 

Current: 

Federal $ 3,065 

State 555 

3,620 

Deferred: 

Federal (180) 

State (54) 

(234) 

Total $ 3,386 

$ 

$ 

2014 

2,581 

495 

3,076 

(43) 

(43) 

3,033 

$ 

$ 

2013 

2,623 

437 

3,060 

(115) 

(17) 

(132) 

2,928 

The following table is a reconciliation of the statutory income tax rate to the Company's effective income tax rate for 
continuing operations for the years ended December 31: 

2015 2014 2013 

Statutory income tax rate 35.0% 35.0% 35.0% 

State income taxes, net of federal tax benefit 4.0 4.3 4.0 

Other 0.3 0.2 (0.1) 

Effective income tax rate 39.3% 39.5% 38.9% 
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The following table is a summary of the significant components of the Company's deferred tax assets and liabilities 

as of December 31: 

IN MILLIONS 2015 

Deferred tax assets: 

Lease and rents $ 378 

Inventory 99 

Employee benefits 359 

Allowance for doubtful accounts 279 

Retirement benefits 105 

Net operating loss and capital Joss carryforwards 115 

Deferred income 83 

Other 498 

Valuation allowance (115) 

Total deferred tax assets 1,801 

Deferred tax liabilities: 

Inventories 

Depreciation and amortization (6,018) 

Total deferred tax liabilities (6,018) 

Net deferred tax liabilities $ (4,217) 

Net deferred tax assets (liabilities) are presented on the consolidated balance sheets as follows: 

IN MILLIONS 

Deferred tax assets - current 

Deferred tax assets - noncurrent (included in other assets) 

Deferred tax liabilities - noncurrent 

Net deferred tax liabilities 

2015 

$ 1,220 

(5,437) 

$ (4,217) 

$ 

$ 

$ 

$ 

2014 

396 

311 

164 

80 

74 

261 

297 

(5) 

1,578 

(18) 

(4,572) 

(4,590) 

(3,012) 

2014 

985 

39 

(4,036) 

(3,012) 

The Company assesses positive and negative evidence to determine whether it is more likely than not some portion 

of a deferred tax asset would not be realized. When it would not, a valuation allowance is established for such 

portion of a deferred tax asset. The Company's valuation allowance increased by $110 million in the current year, a 
majority of which relates to capital losses assumed in the Omnicare acquisition. 

A reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows: 

IN MILLIONS 

Beginning balance 

Additions based on tax positions related to the current year 

Additions based on tax positions related to prior years 

Reductions for tax positions of prior years 

Expiration of statutes of limitation 

Settlements 

Ending balance 

$ 

$ 

2015 

188 

57 

122 

111 I 
(13) 

(5) 

338 

$ 

$ 

2014 

117 

32 

70 

(15) 

(15) 

(1) 

188 

$ 

$ 

2013 

80 

19 

37 

(1) 

(17) 

(1) 

117 
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The Company and most of its subsidiaries are subject to U.S. federal income tax as well as income tax of numerous 
state and local jurisdictions. The Company is a participant in the Compliance Assurance Process ("CAP"), which is a 
voluntary program offered by the Internal Revenue Service ("IRS") under which participating taxpayers work collabo
ratively with the IRS to identify and resolve potential tax issues through open, cooperative and transparent interaction 
prior to the filing of their federal income tax. The IRS is currently examining the Company's 2014 and 2015 consoli
dated U.S. federal income tax returns. 

The Company and its subsidiaries are also currently under income tax examinations by a number of state and local 
tax authorities. As of December 31, 2015, no examination has resulted in any proposed adjustments that would 
result in a material change to the Company's results of operations, financial condition or liquidity. 

Substantially all material state and local income tax matters have been concluded for fiscal years through 2010. 
Although certain state exams will be concluded and certain state statutes will lapse in 2016, the change in the 
balance of our uncertain tax positions will be immaterial. In addition, it is reasonably possible that the Company's 
unrecognized tax benefits could significantly change within the next twelve months due to the anticipated conclu
sion of various examinations with the IRS for various years. An estimate of the range of the possible change cannot 
be made at this time. 

The Company recognizes interest accrued related to unrecognized tax benefits and penalties in income tax expense. 
The Company recognized interest of approximately $5 million during the year ended December 31, 2015, $6 million 
during the year ended December 31, 2014, and $4 million during the year ended December 31, 2013. The Company 
had approximately $16 million and $11 million accrued for interest and penalties as of December 31, 2015 and 
2014, respectively. 

There are no material uncertain tax positions as of December 31, 2015 the ultimate deductibility of which is highly 
certain but for which there is uncertainty about the timing. If there were, any such items would impact deferred tax 
accounting only, not the annual effective income tax rate, and would accelerate the payment of cash to the taxing 
authority to a period earlier than expected. 

As of December 31, 2015, the total amount of unrecognized tax benefits that, if recognized, would affect the 
effective income tax rate is approximately $292 million, after considering the federal benefit of state income taxes. 

12 I Commitments and Contingencies 
Lease Guarantees 

Between 1991 and 1997, the Company sold or spun off a number of subsidiaries, including Bob's Stores, 
Linens 'n Things, Marshalls, Kay-Bee Toys, Wilsons, This End Up and Footstar. In many cases, when a former 
subsidiary leased a store, the Company provided a guarantee of the store's lease obligations. When the subsidiar
ies were disposed of, the Company's guarantees remained in place, although each initial purchaser has agreed to 
indemnify the Company for any lease obligations the Company was required to satisfy. If any of the purchasers or 
any of the former subsidiaries were to become insolvent and failed to make the required payments under a store 
lease, the Company could be required to satisfy these obligations. 

As of December 31, 2015, the Company guaranteed approximately 72 such store leases (excluding the lease guaran
tees related to Linens 'n Things, which are discussed in Note 1), with the maximum remaining lease term extending 
through 2026. Management believes the ultimate disposition of any of the remaining guarantees will not have a 
material adverse effect on the Company's consolidated financial condition, results of operations or future cash flows. 

Legal Matters 

The Company is a party to legal proceedings, investigations and claims in the ordinary course of its business, 
including the matters described later in this document. The Company records accruals for outstanding legal matters 
when it believes it is probable that a loss will be incurred and the amount can be reasonably estimated. The 
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Company evaluates, on a quarterly basis, developments in legal matters that could affect the amount of any accrual 
and developments that would make a loss contingency both probable and reasonably estimable. If a loss contingency 
is not both probable and estimable, the Company does not establish an accrued liability. None of the Company's 
accruals for outstanding legal matters are material individually or in the aggregate to the Company's financial position. 

The Company's contingencies are subject to significant uncertainties, including, among other factors: (i) the proce
dural status of pending matters; (ii) whether class action status is sought and certified; (iii) whether asserted claims 
or allegations will survive dispositive motion practice; (iv) the extent of potential damages, fines or penalties, which 
are often unspecified or indeterminate; (v) the impact of discovery on the legal process; (vi) whether novel or 
unsettled legal theories are at issue; (vii) the settlement posture of the parties, and/or (viii) in the case of certain 
government agency investigations, whether a sealed qui tam lawsuit ("whistleblower" action) has been filed and 
whether the government agency makes a decision to intervene in the lawsuit following investigation. 

Except as otherwise noted, the Company cannot predict with certainty the timing or outcome of the legal matters 
described below, and is unable to reasonably estimate a possible loss or range of possible loss in excess of 
amounts already accrued for these matters. 

• Caremark (the term "Caremark" being used herein to generally refer to any one or more PBM subsidiaries of the 
Company, as applicable) was named in a putative class action lawsuit filed in October 2003 in Alabama state 
court by John Lauriello, purportedly on behalf of participants in the 1999 settlement of various securities class 
action and derivative lawsuits against Caremark and others. Other defendants include insurance companies that 
provided coverage to Caremark with respect to the settled lawsuits. The Lauriello lawsuit seeks approximately 
$3.2 billion in compensatory damages plus other non-specified damages based on allegations that the amount of 
insurance coverage available for the settled lawsuits was misrepresented and suppressed. A similar lawsuit was 
filed in November 2003 by Frank McArthur, also in Alabama state court, naming as defendants, among others, 
Caremark and several insurance companies involved in the 1999 settlement. This lawsuit was stayed as a 
later-filed class action, but McArthur was subsequently allowed to intervene in the Lauriello action. Following the 
close of class discovery, the trial court entered an Order on August 15, 2012 that granted the plaintiffs' motion to 
certify a class pursuant to Alabama Rule of Civil Procedures 23(b)(3) but denied their request that the class also 
be certified pursuant to Rule 23(b)(1 ). In addition, the August 15, 2012 Order appointed class representatives and 
class counsel. On September 12, 2014, the Alabama Supreme Court affirmed the trial court's August 15, 2012 
Order. In November 2015, the trial court ruled on the parties' motions for summary judgment. The Court granted 
in part and denied in part plaintiffs' motion for summary judgment and the Court denied Caremark's motion for 
summary judgment. The parties engaged in mediation in January 2016. The case is proceeding and trial is 
currently scheduled to begin on February 19, 2016. 

• Beginning in August 2003, various lawsuits were filed by pharmacies alleging that Caremark and other PBMs were 
violating certain antitrust laws. In August 2003, Bellevue Drug Co., Robert Schreiber, Inc. d/b/a Burns Pharmacy 
and Rehn-Huerbinger Drug Co. d/b/a Parkway Drugs #4, together with Pharmacy Freedom Fund and the National 
Community Pharmacists Association filed a putative class action against Caremark in the United States District 
Court for the Eastern District of Pennsylvania, seeking treble damages and injunctive relief. This case was initially 
sent to arbitration based on the contract terms between the pharmacies and Caremark, but later returned to 
federal court, where it currently remains. In addition, in October 2003, two independent pharmacies, North 
Jackson Pharmacy, Inc. and C&C, Inc. d/b/a Big C Discount Drugs, Inc., filed three separate putative class action 
complaints in the United States District Court for the Northern District of Alabama, all seeking treble damages 
and injunctive relief. One complaint named three Caremark entities as defendants, and the other two complaints 
named PBM competitors. The North Jackson Pharmacy case against two of the Caremark entities was transferred 
to the United States District Court for the Northern District of Illinois; the case against the third Caremark entity 
was sent to arbitration based on contract terms between the pharmacies and that entity. The arbitration was 
stayed at the parties' request and later closed by the American Arbitration Association. 
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In August 2006, the Judicial Panel on Multidistrict Litigation issued an order transferring all related PBM antitrust 
cases, including the North Jackson Pharmacy cases, to the United States District Court for the Eastern District of 
Pennsylvania for coordinated and consolidated proceedings with the cases originally filed in that court, including 
the Bellevue matter. The consolidated action is now known as In re Pharmacy Benefit Managers Antitrust Litigation. 
A motion for class certification filed by the North Jackson Pharmacy plaintiffs against the Caremark defendants in 
August 2015 is currently pending. In the Bellevue matter, the parties are in the early stages of discovery. 

• In February 2006, two substantially similar putative class action lawsuits were filed in the U.S. District Court for 
the Eastern District of Kentucky, and were consolidated and entitled Indiana State Dist. Council of Laborers & 
HOD Carriers Pension & Welfare Fund v. Omnicare, Inc., et a/., No. 2:06cv26. The consolidated complaint was 
filed against Omnicare, three of its officers and two of its directors and purported to be brought on behalf of all 
open-market purchasers of Omnicare common stock from August 3, 2005 through July 27, 2006, as well as all 
purchasers who bought shares of Omnicare common stock in Omnicare's public offering in December 2005. The 
complaint alleged violations of the Securities Exchange Act of 1934 and Section 11 of the Securities Act of 1933 
and sought, among other things, compensatory damages and injunctive relief. After dismissals and appeals to the 
United States Court of Appeals for the Sixth Circuit, the United States Supreme Court remanded the case to the 
district court. In October 2015, the court granted plaintiffs' motion to file a third amended complaint. In December 
2015, Omnicare filed a motion to dismiss plaintiffs' third amended complaint. 

• In December 2007, the Company received a document subpoena from the Office of Inspector General ("OIG") 
within the U.S. Department of Health and Human Services, requesting information relating to the processing of 
Medicaid and certain other government agency claims on behalf of its clients (which allegedly resulted in under
payments from our pharmacy benefit management clients to the applicable government agencies) on one of the 
Company's adjudication platforms. In September 2014, the Company settled the OIG's claims, as well as related 
claims by the Department of Justice and private plaintiffs, without any admission of liability. The Company is in 
discussions with the OIG concerning other claim processing issues. 

• In November 2009, a securities class action lawsuit was filed in the United States District Court for the District of 
Rhode Island by Richard Medoff, purportedly on behalf of purchasers of CVS Health Corporation stock between 
May 5, 2009 and November 4, 2009. An amended complaint extended that time period back to October 30, 2008. 
The lawsuit names the Company and certain officers as defendants and includes allegations of securities fraud 
relating to public disclosures made by the Company concerning the PBM business and allegations of insider 
trading. In addition, a shareholder derivative lawsuit was filed by Mark Wuotila in December 2009 in the same 
court against the directors and certain officers of the Company. This lawsuit, which has remained stayed pending 
developments in the related securities class action, includes allegations of, among other things, securities fraud, 
insider trading and breach of fiduciary duties and further alleges that the Company was damaged by the purchase 
of stock at allegedly inflated prices under its share repurchase program. In January 2011, both lawsuits were 
transferred to the United States District Court for the District of New Hampshire. In August 2015, the Parties 
reached an agreement in principle to settle the Medoff action for $48 million. In September 2015, the Parties filed 
a joint stipulation seeking preliminary approval for this settlement. Preliminary approval was granted in November 
2015 and the final approval hearing occurred in January 2016. The Company denies any wrongdoing, and agreed 
to a settlement to avoid the burden, uncertainty and distraction of litigation. The settlement will be funded by 
insurance proceeds. The Wuotila derivative matter remains pending. 

• As part of a previously disclosed civil settlement agreement entered into by Omnicare with the U.S. Attorney's 
Office, for the District of Massachusetts in November 2009, Omnicare also entered into an amended and restated 
corporate integrity agreement ("CIA") with the OIG with a term of five years from November 2, 2009 with certain 
provisions continuing for a period after the term. In October 2015, Omnicare received a closure letter from the 
OIG. The Company is continuing discussions with the OIG around the CIA and its compliance program. 

• In March 2010, the Company learned that various State Attorneys General offices and certain other government 
agencies were conducting a multi-state investigation of certain of the Company's business practices similar to 
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those being investigated at that time by the U.S. Federal Trade Commission ("FTC"). Twenty-eight states, the 
District of Columbia and the County of Los Angeles are known to be participating in this investigation. The prior 
FTC investigation, which commenced in August 2009, was officially concluded in May 2012 when the consent 
order entered into between the FTC and the Company became final. The Company has cooperated with the 
multi-state investigation. 

• In March 2010, the Company received a subpoena from the OIG requesting information about programs under 
which the Company has offered customers remuneration conditioned upon the transfer of prescriptions for drugs 
or medications to the Company's pharmacies in the form of gift cards, cash, non-prescription merchandise or 
discounts or coupons for non-prescription merchandise. The subpoena relates to an investigation of possible 
false or otherwise improper claims for payment under the Medicare and Medicaid programs. The Company has 
provided documents and other information in response to this request for information. 

• On October 29, 2010, a qui tam complaint entitled United States et al., ex rel. Banigan and Templin v. Organon 
USA, Inc., Omnicare, Inc. and PharMerica Corporation, Civil No. 07-12153-RWZ, that had been filed under seal 
with the U.S. District Court in Boston, Massachusetts, was ordered unsealed by the court. The complaint was 
brought by James Banigan and Richard Templin, former employees of Organon, as private party qui tam relators 
on behalf of the federal government and several state and local governments. The action alleges civil violations of 
the False Claims Act based on allegations that Organon and its affiliates paid Omnicare and several other long
term care pharmacies rebates, post-purchase discounts and other forms of remuneration in return for purchasing 
pharmaceuticals from Organon and taking steps to increase the purchase of Organon's drugs in violation of the 
Anti-Kickback Statute. The U.S. Department of Justice declined to intervene in this action. The court denied 
Omnicare's motion to dismiss in June 2012. Discovery is closed in this matter. The Company believes that the 
allegations are without merit. 

• In January 2012, the United States District Court for the Eastern District of Pennsylvania unsealed a first amended 
qui tam complaint filed in August 2011 by an individual relator, Anthony Spay, who is described in the complaint 
as having once been employed by a firm providing pharmacy prescription benefit audit and recovery services. 
The complaint seeks monetary damages and alleges that Caremark's processing of Medicare claims on behalf of 
one of its clients violated the federal False Claims Act. The United States declined to intervene in the lawsuit. In 
September 2015, the Court granted Caremark's motion for summary judgment in its entirety, and entered judg
ment in favor of Caremark and against Spay. In October 2015, Spay filed a notice of appeal in the United States 
Court of Appeals for the Third Circuit. 

• In November 2012, the Company received a subpoena from the OIG requesting information concerning automatic 
refill programs used by pharmacies to refill prescriptions for customers. The Company has been cooperating and 
providing documents and other information in response to this request for information. 

• In 2013, Omnicare received subpoenas seeking information regarding Omnicare's nationwide billing practices with 
regard to National Drug Code overrides and Omnicare's May 2008 acquisition of Pure Service Pharmacy. In 2014, 
Omnicare received subpoenas seeking information regarding Omnicare's Auto Label Verification system and 
Omnicare's per diem arrangements. Omnicare has produced documents and provided information in response to 
these subpoenas and continues to cooperate in the investigations. 

• On March 22, 2013, a qui tam complaint entitled United States et al. ex rel. Susan Ruscher v. Omnicare, Inc. et al., 
Civil No. 08-cv-3396, which had been filed under seal in the U.S. District Court for the Southern District of Texas, 
was unsealed by the court. The complaint was brought by Susan Ruscher as a private party qui tam relator on 
behalf of the federal government and several state governments alleging violations of the federal False Claims 
Act and analogous state laws based upon allegations that Omnicare's practices relating to customer collections 
violated the Anti-Kickback Statute. In September 2015, the court granted summary judgment dismissing all claims 
against Omnicare and denied relator's motion for summary judgment related to Omnicare's counterclaims and 
thereafter, in October 2015, the court entered a final judgment for Omnicare and stayed trial on the counterclaims 
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pending an appeal from the relator. In October 2015, plaintiffs filed a notice of appeal in the United States Court of 
Appeals for the Fifth Circuit. 

• In March 2014, the Company received a subpoena from the United States Attorney's Office for the District of 
Rhode Island, requesting documents and information concerning bona fide service fees and rebates received from 
pharmaceutical manufacturers in connection with certain drugs utilized under Part D of the Medicare Program, as 
well as the reporting of those fees and rebates to Part D plan sponsors. The Company has been cooperating with 
the government and providing documents and information in response to the subpoena. 

• The U.S. Department of Justice, through the U.S. Attorney's Office for the Western District of Virginia, investigated 
whether Omnicare's activities in connection with the agreements it had with the manufacturer of the pharmaceutical 
Depakote violated the False Claims Act or the Anti-Kickback Statute. Omnicare cooperated with this investigation 
and believes that it has complied with applicable laws and regulations with respect to this matter. In connection with 
this matter, on December 22, 2014, the U.S. Department of Justice filed a civil complaint-in-intervention in two qui 
tam complaints, entitled United States, et al., ex rel. Spetter v. Abbott Laboratories, Inc., Omnicare, Inc., and 
PharMerica Corp., No. 1 :07-cv-00006 and United States, et al., ex rel. McCoyd v. Abbott Laboratories, Omnicare, 
Inc., PharMerica Corp., and Miles White, No. 1 :07-cv-00081, alleging civil violations of the False Claims Act in 
connection with the manufacturer agreements described above. In July 2015, the parties filed a Joint Motion to 
Stay the Litigation stating that the parties have reached a proposed resolution of the monetary terms of a potential 
settlement agreement. These financial terms are contingent on approval by authorized officials at the Department 
of Justice, negotiation of terms of a settlement agreement, approval and releases from the OIG, the National 
Association of Medicaid Fraud Control Units, and the Department of Justice, and coordination with discussions 
with the United States regarding other ongoing matters. While the Company believes that a final settlement will be 
reached, there can be no assurance that any final settlement agreement will be reached or as to the final terms of 
such settlement. 

• In May 2015, the Company entered into a settlement agreement with the U.S. Attorney's Office for the Middle 
District of Florida, resolving alleged violations of the Controlled Substances Act ("CSA"). The Company paid a 
fine of $22 million in connection with the settlement. The Company is also undergoing several audits by the Drug 
Enforcement Agency ("DEA") Administrator and is in discussions with the DEA and the U.S. Attorney's Office in 
several locations concerning allegations that the Company has violated certain requirements of the CSA. Whether 
agreements can be reached and on what terms is uncertain. 

• In May 2015, the Company received a subpoena from the OIG requesting information and documents concerning 
the Company's automatic refill programs, adherence outreach programs, and pharmacy customer incentives, 
particularly in connection with claims for reimbursement made to the Minnesota Medicaid program. The Company 
has been cooperating with the investigation and providing information in response to the subpoena. 

• In July 2015, the U.S. District Court in the District of Massachusetts dismissed all claims alleged in a qui tam 
lawsuit that had been brought against the Company by a pharmacy auditor and a former CVS pharmacist. The 
lawsuit, which was initially filed under seal in 2011 , alleged that the Company violated the federal False Claims 
Act, as well as the false claims acts of several states, by overcharging state and federal governments in connec
tion with prescription drugs available through the Company's Health Savings Pass program, a membership-based 
program that allows enrolled customers special pricing for typical 90-day supplies of various generic prescription 
drugs. The federal government had declined to intervene in the case. The plaintiffs are appealing the dismissal to 
the U.S. Court of Appeals for First Circuit. 

• On July 27, 2015, a consolidated class action complaint was filed by plaintiffs naming Omnicare, the members 
of the Omnicare Board of Directors, CVS Health, CVS Pharmacy, Inc. and its merger subsidiary as defendants. 
The complaint alleged that the members of the Omnicare Board of Directors breached their fiduciary duties to 
Omnicare's stockholders during merger negotiations by entering into the merger agreement and approving the 
merger, and the CVS parties aided and abetted such breaches of fiduciary duties. In September 2015, the court 
granted plaintiffs' voluntary notice of dismissal of all allegations against the defendants. 
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• The Attorney General of the State of Texas issued civil investigative demands and other requests in February 
2012, May 2014, and May 2015, and has continued its investigation concerning the Health Savings Pass program 
and other pricing practices with respect to claims for reimbursement from the Texas Medicaid program. 

• In July and September 2015, two related putative class actions, Corcoran et al. v. CVS Health Corp., and 
Podgorny et al. v. CVS Health Corp., were filed against the Company in the United States District Court in the 
Northern District of California and the Northern District of Illinois, respectively. The two cases have been consoli
dated in United States District Court in the Northern District of California. The consolidated second amended 
complaint alleges that plaintiffs overpaid for prescriptions for generic drugs filled at CVS pharmacies. The plaintiffs 
seek damages and injunctive relief under the consumer protection statutes and common laws of certain states. 
The Company has moved to dismiss the second amended complaint. 

• In September 2015, Omnicare was served with an administrative subpoena by the DEA. The subpoena seeks 
documents related to controlled substance policies, procedures, and practices at eight pharmacy locations from 
May 2012 to present. The Company has been cooperating and providing documents in response to this adminis
trative subpoena. 

• In October 2015, Omnicare received a Civil Investigative Demand from the United States Attorney's Office for the 
Southern District of New York requesting information and documents concerning Omnicare's cycle fill process for 
assisted living facilities. The Company has been cooperating with the government and providing documents and 
information in response to the Civil Investigative Demand. 

• In October 2015, the Company received from the U.S. Department of Justice a Civil Investigative Demand 
requesting documents and information in connection with a False Claims Act investigation concerning allegations 
that the Company submitted, or caused to be submitted, to the Medicare Part D program prescription drug event 
data that misrepresented true prices paid by the Company's PBM to pharmacies for drugs dispensed to Part D 
beneficiaries with prescription benefits administered by the Company's PBM. The Company has been cooperating 
with the government and providing documents and information in response to the Civil Investigative Demand. 

• In November 2015, the United States District Court for the Eastern District of Pennsylvania unsealed a second 
amended qui tam complaint filed in September 2015, in an action captioned The United States of America et al. 
ex rel. Sally Schimelpfeinig and John Segura v. Dr. Reddy's Laboratories Limited et al. The U.S. Department of 
Justice declined to intervene in this action. The relaters allege that the Company, Walgreens, Wal-Mart, and Dr. 
Reddy's Laboratories violated the federal and various state False Claims Acts by dispensing prescriptions in unit 
dose packaging supplied by Dr. Reddy's that was not compliant with the Consumer Product Safety Improvement 
Act and the Poison Preventive Packaging Act and thereby allegedly rendering the drugs misbranded under the 
Food, Drug & Cosmetic Act. 

The Company is also a party to other legal proceedings, government investigations, inquiries and audits arising in 
the normal course of its business, none of which is expected to be material to the Company. The Company can give 
no assurance, however, that its business, financial condition and results of operations will not be materially adversely 
affected, or that the Company will not be required to materially change its business practices, based on: (i) future 
enactment of new health care or other laws or regulations; (ii) the interpretation or application of existing laws or 
regulations as they may relate to the Company's business, the pharmacy services, retail pharmacy, long-term care 
pharmacy or retail clinic industries or to the health care industry generally; (iii) pending or future federal or state 
governmental investigations of the Company's business or the pharmacy services, retail pharmacy, long-term care 
pharmacy or retail clinic industry or of the health care industry generally; (iv) pending or future government enforce
ment actions against the Company; (v) adverse developments in any pending qui tam lawsuit against the Company, 
whether sealed or unsealed, or in any future qui tam lawsuit that may be filed against the Company; or (vi) adverse 
developments in pending or future legal proceedings against the Company or affecting the pharmacy services, retail 
pharmacy, long-term care pharmacy or retail clinic industry or the health care industry generally. 
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13 I Segment Reporting 
The Company currently has three reportable segments: Pharmacy Services, Retail/LTC and Corporate. The Retail/ 
LTC Segment includes the operating results of the Company's Retail Pharmacy and LTC operating segments as the 
operations and economics characteristics are similar. The Company's segments maintain separate financial informa
tion for which operating results are evaluated on a regular basis by the Company's chief operating decision maker in 
deciding how to allocate resources and in assessing performance. 

The Company evaluates its Pharmacy Services and Retail/LTC segment performance based on net revenue, gross profit 
and operating profit before the effect of nonrecurring charges and certain intersegment activities. The Company 
evaluates the performance of its Corporate Segment based on operating expenses before the effect of discontinued 
operations, nonrecurring charges, and certain intersegment activities. See Note 1 for a description of the Pharmacy 
Services, Retail/LTC and Corporate segments and related significant accounting policies. 

The following table is a reconciliation of the Company's business segments to the consolidated financial statements: 

Pharmacy 
Services Retail/LTC Corporate lntersegment Consolidated 

IN MILLIONS Segment""~ Segment~' Segment Eliminations ~' Totals 

2015: 

Net revenues $100,363 $ 72,007 $ $ (19,080) $153,290 

Gross profit 5,227 21,992 (691) 26,528 

Operating profit 131 3,989 7,130 (1,037) (628) 9,454 

Depreciation and amortization 654 1,336 102 2,092 

Additions to property and equipment 359 1,883 125 2,367 

2014: 

Net revenues 88,440 67,798 (16,871) 139,367 

Gross profit 4,771 21,277 (681) 25,367 

Operating profit 3,514 6,762 (796) (681) 8,799 

Depreciation and amortization 630 1,205 96 1,931 

Additions to property and equipment 308 1,745 83 2,136 

2013: 

Net revenues 76,208 65,618 (15,065) 126,761 

Gross profit 4,237 20,112 (566) 23,783 

Operating profit (•J 3,086 6,268 (751) (566) 8,037 

Depreciation and amortization 560 1,217 93 1,870 

Additions to property and equipment 313 1,610 61 1,984 

(1) Net revenues of the Pharmacy Services Segment include approximately $8.9 billion, $8.1 billion and $7.9 billion of Retail Co-Payments for 2015, 

2014 and 2013, respectively. See Note 1 to the consolidated financial statements for additional information about Retail Co-Payments. 

(2) lntersegment eliminations relate to intersegment revenue generating activities that occur between the Pharmacy Services Segment and the Retail/ 

LTC Segment. These occur in the following ways: when members of Pharmacy Services Segment clients ("members") fill prescriptions at retail 

stores to purchase covered products, when members enrolled in programs such as Maintenance Choice" elect to pick up maintenance prescrip

tions at a retail drugstore instead of receiving them through the mail, or when members have prescriptions filled at long-term care facilities. When 

these occur, both the Pharmacy Services and Retail/LTC segments record the revenues, gross profit and operating profit on a standalone basis. 

(3) For the year ended December 31, 2015, the Corporate Segment operating loss includes $156 million of acquisition-related transaction and 

integration costs and a $90 million charge related to a legacy lawsuit challenging the 1999 legal settlement by MedPartners of various securities 

class actions and a related derivative claim. 

(4) Consolidated operating profit for the year ended December 31, 2013 includes a $72 million gain on a legal settlement. of which, $11 million is 

included in the Pharmacy Services Segment and $61 million is included in the Retail/LTC Segment. 

94 • CVS Health 



14 I Earnings Per Share 
The following is a reconciliation of basic and diluted earnings per share from continuing operations for the 

respective years: 

IN MILLIONS, EXCEPT PER SHARE AMOUNTS 2015 2014 

Numerator for earnings per share calculation: 

Income from continuing operations attributable to 
common stockholders 11> $ 5,202 $ 4,626 $ 

Denominator for earnings per share calculation: 

Weighted average shares, basic 1, 118 1,161 

Effect of dilutive securities 8 8 

Weighted average shares, diluted 1,126 1,169 

Earnings per share from continuing operations: 

Basic $ 4.65 $ 3.98 $ 

Diluted $ 4.62 $ 3.96 $ 

2013 

4,600 

1,217 

9 

1,226 

3.78 

3.75 

(1) Comprised of income from continuing operations less amounts allocable to participating securities of $27 million and $19 million for the years 

ended December 31, 2015 and 2014, respectively. 
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15 I Quarterly Financial Information (Unaudited) 
First Second Third Fourth 

IN MILLIONS, EXCEPT PER SHARE AMOUNTS Quarter Quarter Quarter Quarter Year 

2015: 

Net revenues $ 36,332 $ 37,169 $ 38,644 $ 41,145 $153,290 

Gross profit 6,164 6,402 6,661 7,301 26,528 

Operating profit 2,132 2,262 2,331 2,729 9,454 

Income from continuing operations 1,221 1,272 1,237 1,500 5,230 

Income (loss) from discontinued operations, 
net of tax 10 (1) 9 

Net income attributable to CVS Health 1,221 1,272 1,246 1,498 5,237 

Basic earnings per share: 

Income from continuing operations 
attributable to CVS Health $ 1.08 $ 1.13 $ 1.10 $ 1.35 $ 4.65 

Income (loss) from discontinued operations 
attributable to CVS Health $ $ $ 0.01 $ $ 0.01 

Net income attributable to CVS Health $ 1.08 $ 1.13 $ 1.11 $ 1.35 $ 4.66 

Diluted earnings per share: 

Income from continuing operations 
attributable to CVS Health $ 1.07 $ 1.12 $ 1.10 $ 1.34 $ 4.62 

Income (loss) from discontinued operations 
attributable to CVS Health $ $ $ 0.01 $ $ 0.01 

Net income attributable to CVS Health $ 1.07 $ 1.12 $ 1.11 $ 1.34 $ 4.63 

Dividends per share $ 0.350 $ 0.350 $ 0.350 $ 0.350 $ 1.40 

Stock price: (New York Stock Exchange) 

High $ 104.56 $ 106.47 $ 113.45 $ 105.29 $ 113.45 

Low $ 94.16 $ 98.74 $ 95.12 $ 91.56 $ 91.56 
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First Second Third Fourth 
IN MILLIONS, EXCEPT PER SHARE AMOUNTS Quarter Quarter Quarter Quarter Year 

2014: 

Net revenues $ 32,689 $ 34,602 $ 35,021 $ 37,055 $ 139,367 

Gross profit 5,942 6,324 6,468 6,633 25,367 

Operating profit 2,024 2,208 2,246 2,321 8,799 

Income from continuing operations 1,129 1,246 948 1,322 4,645 

Loss from discontinued operations, net of tax (1) (1) 

Net income attributable to CVS Health 1,129 1,246 948 1,321 4,644 

Basic earnings per share: 

Income from continuing operations 
attributable to CVS Health $ 0.96 $ 1.07 $ 0.82 $ 1.15 $ 3.98 

Loss from discontinued operations 
attributable to CVS Health $ $ $ $ $ 

Net income attributable to CVS Health $ 0.96 $ 1.07 $ 0.82 $ 1.15 $ 3.98 

Diluted earnings per share: 

Income from continuing operations 
attributable to CVS Health $ 0.95 $ 1.06 $ 0.81 $ 1.14 $ 3.96 

Loss from discontinued operations 
attributable to CVS Health $ $ $ $ $ 

Net income attributable to CVS Health $ 0.95 $ 1.06 $ 0.81 $ 1.14 $ 3.96 

Dividends per share $ 0.275 $ 0.275 $ 0.275 $ 0.275 $ 1.10 

Stock price: (New York Stock Exchange) 

High $ 76.36 $ 79.43 $ 82.57 $ 98.62 $ 98.62 

Low $ 64.95 $ 72.37 $ 74.69 $ 77.40 $ 64.95 
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IN MILLIONS, EXCEPT PER SHARE AMOUNTS 2015 2014 2013 2012 2011 

Statement of operations data: 

Net revenues $ 153,290 $ 139,367 $ 126,761 $ 123,120 $ 107,080 

Gross profit 26,528 25,367 23,783 22,488 20,562 

Operating expenses 17,074 16,568 15,746 15,278 14,231 

Operating profit 9,454 8,799 8,037 7,210 6,331 

Interest expense, net 838 600 509 557 584 

Loss on early extinguishment of debt - 521 - 348 -
Income tax provision <11 3,386 3,033 2,928 2,436 2,258 

Income from continuing operations 5,230 4,645 4,600 3,869 3,489 

Income (loss) from discontinued operations, 
net of tax 9 (1) (8) (7) (31) 

Net income 5,239 4,644 4,592 3,862 3,458 

Net (income) loss attributable to noncontrolling 
interest (2) - - 2 4 

Net income attributable to CVS Health $ 5,237 $ 4,644 $ 4,592 $ 3,864 $ 3,462 

Per share data: 

Basic earnings per share: 

Income from continuing operations 
attributable to CVS Health $ 4.65 $ 3.98 $ 3.78 $ 3.05 $ 2.61 

Income (loss) from discontinued operations 
attributable to CVS Health $ 0.01 $ - $ (0.01) $ (0.01) $ (0.02) 

Net income attributable to CVS Health $ 4.66 $ 3.98 $ 3.77 $ 3.04 $ 2.59 

Diluted earnings per share: 

Income from continuing operations 
attributable to CVS Health $ 4.62 $ 3.96 $ 3.75 $ 3.02 $ 2.59 

Income (loss) from discontinued operations 
attributable to CVS Health $ 0.01 $ - $ (0.01) $ (0.01) $ (0.02) 

Net income attributable to CVS Health $ 4.63 $ 3.96 $ 3.74 $ 3.02 $ 2.57 

Cash dividends per share $ 1.40 $ 1.10 $ 0.90 $ 0.65 $ 0.50 

Balance sheet and other data: 

Total assets<1> $ 93,657 $ 74,187 $ 71,452 $ 66, 167 $ 64,794 

Long-term debt 111 $ 26,267 $ 11,630 $ 12,767 $ 9,079 $ 9,150 

Total shareholders' equity $ 37,203 $ 37,963 $ 37,938 $ 37,653 $ 38,014 

Number of stores (at end of year) 9,681 7,866 7,702 7,508 7,388 

(1) As of June 30, 2015, the Company early adopted Accounting Standard Update No. 2015-03, Simplifying the Presentation of Debt Issuance 

Costs (Topic 835-30) issued by the Financial Accounting Standards Board in April 2015. The effect of the adoption on the Company's consolidated 

balance sheet is a reduction in noncurrent assets and long-term debt of $65 million, $74 million, $54 million and $58 million as of December 31, 

2014, 2013, 2012 and 2011, respectively. 
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Report of Ernst & Young LLP, Independent Registered 
Public Accounting Firm 

The Board of Directors and Shareholders of CVS Health Corporation 

We have audited the accompanying consolidated balance sheets of CVS Health Corporation as of December 31, 
2015 and 2014, and the related consolidated statements of income, comprehensive income, shareholders' equity, 
and cash flows for each of the three years in the period ended December 31, 2015. These financial statements 
are the responsibility of the Company's management. Our responsibility is to express an opinion on these financial 
statements based on our audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated 
financial position of CVS Health Corporation at December 31, 2015 and 2014, and the consolidated results of its 
operations and its cash flows for each of the three years in the period ended December 31, 2015, in conformity 
with U.S. generally accepted accounting principles. 

As discussed in Note 2 to the consolidated financial statements, the Company has elected changes in its methods 
of accounting for front store inventories in the Retail/LTC Segment effective January 1, 2015. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), CVS Health Corporation's internal control over financial reporting as of December 31, 2015, 
based on criteria established in Internal Control - Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission (2013 framework) and our report dated February 9, 2016 expressed 
an unqualified opinion thereon. 

Boston, Massachusetts 
February 9, 2016 
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Stock Performance Graph 

The following graph shows changes over the past five-year period in the value of $100 invested in: (1) our common 
stock; (2) S&P 500 Index; (3) S&P 500 Food and Staples Retailing Industry Group Index, which currently includes seven 
retail companies; (4) S&P 500 Healthcare Sector Group Index, which currently includes 56 health care companies. 

Relative Total Returns Since 2010 - Annual 
DECEMBER 31 2010 TO DECEMBER 31 2015 
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- CVS Health - S&P 500 Food & Staples Retail Group Index 
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YEAR END 

CVS Health 

S&P 5001•1 

S&P 500 Food & Staples 
Retail Group Index 121 

S&P 500 Healthcare 131 

2010 

$100 

$100 

$100 

$100 

2011 

$119 

$102 

$110 

$113 

Note: Analysis assumes reinvestment of dividends. 

(1) Includes CVS Health. 

2012 

$143 

$118 

$130 

$133 

(2) Includes seven companies: (COST, CVS, KR, SYY, WBA, WFM, WMT). 

(3) Includes 56 companies. 

2013 

$215 

$157 

$173 

$188 

2014 

$294 

$178 

$213 

$236 

2015 

$302 

$181 

$210 

$252 

2014 2015 

1 YRCAGR 3 YRCAGR 5YRCAGR 

2014-15 2012-15 2010-15 

2.9% 28.3% 24.8% 

1.4% 15.1% 12.6% 

-1.6% 17.2% 16.0% 

6.9% 23.8% 20.3% 

The year-end values of each investment shown in the preceding graph are based on share price appreciation plus 
dividends, with the dividends reinvested as of the last business day of the month during which such dividends were 
ex-dividend. The calculations exclude trading commissions and taxes. Total stockholder returns from each invest
ment, whether measured in dollars or percentages, can be calculated from the year-end investment values shown 
beneath the graph. 
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PARTI 

Item I. Business 

Overview 

CVS Health Corporation, together with its subsidiaries (collectively ''CVS Health," the "Company," "we," "our" or "us"), is a pharmacy innovation 
company helping people on their path to better health. At the forefront of a changing health care landscape. the Company has an unmatched suite 
of capabilities and the expertise needed to drive innovations that will help shape the future of health. 

We arc currently the only integrated pharmacy health care company with the ability to impact consumers. payors. and providers with innovative, 
channel-agnostic solutions to complex challenges managing costs and care. We have a deep understanding of their diverse needs through our 
unique integrated model, and we arc bringing them innovative solutions that help increase access to quality care, deliver better health outcomes, 
and lower overall health care costs. 

Through our approximately 9,600 retail pharmacies, more than l, 100 walk-in medical clinics, a leading pharmacy benefits manager with more than 75 
million plan members. a dedicated senior pharmacy care business serving more than one million patients per year. and expanding specialty 
pharmacy services. we enable people, businesses. and communities to manage health in more affordable. effective ways. We are delivering break
through products and services. from advising patients on their medications at our CVS Pharmacy' locations. to introducing unique programs to 
help control costs for our clients at CVS Caremark"', to innovating how care is delivered to our patients with complex conditions through CVS 
Specialtyn'. to improving pharmacy care for the senior community through Omnicare•, or by expanding access to high-quality, low-cost care at 
CVS MinuteClinicn'. 

We have three reportable segments: Pharmacy Services, Retail/L TC and Corporate. 

Pharmacy Services Segment 

The Pharmacy Services Segment provides a full range of pharmacy benefit management ("PBM") solutions, as described more fully below, to our 
clients consisting primarily of employers, insurance companies, unions, government employee groups, health plans, Managed Medicaid plans, 
plans offered on the public and private exchanges, other sponsors of health benefit plans and individuals throughout the United States. In 
addition, through our SilvcrScript Insurance Company ("SilverScript") subsidiary. we are a national provider of drug benefits to eligible 
beneficiaries under the federal government's Medicare Part D program. The Pharmacy Services Segment operates under the CVS 
Caremark"' Pharmacy Services, Caremark•, CVS Caremark", CarePlus CVS Pharmacyn', CVS Specialty"', Accordant"', SilverScript"', NovoLogix•, 
Coram", Navarro"' Health Services and Advanced Care Scripts names. As of December 31, 2015, the Pharmacy Services Segment operated 24 retail 
specialty pharmacy stores. 11 specialty mail order pharmacies and five mail order dispensing pharmacies. and 83 branches for infusion and enteral 
services. including approximately 73 ambulatory infusion suites and six centers of excellence, located in 40 states. Puerto Rico and the District of 
Columbia. During the year ended December 31, 2015, our PBM tilled or managed approximately 1.0 billion prescriptions. 

Pharmacy Services Business Strategy - Our business strategy centers on providing innovative tools and strategies, as well as quality client 
service in order to help improve clinical outcomes for our clients' health benefit plan members while assisting our clients and their plan members in 
better managing overall health care costs. Our goal is to produce superior results for our clients and their plan members by leveraging our expertise 
in core PBM services, including: plan design offerings and administration, formulary management, Medicare Part D services, mail order, specialty 
pharmacy and infusion services, retail pharmacy network management services, prescription management systems, clinical services, disease 
management services and medical spend management. 

In addition, as a fully integrated pharmacy services company, we are able to offer our clients and their plan members a variety of programs, tools 
and plan designs that benefit from our integrated systems and the ability of our more than 34,000 pharmacists. nurses, nurse practitioners and 
physician assistants to interact personally with the many plan members. Through our multiple member touch points (retail stores, mail order, 
infusion. long-term care and specialty pharmacies. retail medical clinics, call centers, prescription management services, proprietary websites and 
mobile devices), we seek lO engage plan members in behaviors that help lower cost and improve health care outcomes. Examples of these programs 
and services include: Maintenance Choice", a program where eligible client plan members can elect to fill their maintenance prescriptions at our 
retail pharmacy stores for the same price as mail order; Pharmacy Advisor", a program that facilitates face-to-face and telephone counseling by our 
pharmacists to help participating plan members with certain chronic diseases. such as diabetes and cardiovascular conditions, to identify gaps in 
care. adhere to their prescribed medications and manage their health conditions; 

3 



compliance and pcrsistency programs designed to help ensure that patients take their medications in the proper manner: enhanced disease 
management programs that arc targeted at managing chronic disease states: Specialty Connect'". our integrated specialty pharmacy offering which 
integrates specialty mail and retail capabilities. providing members with disease-state specific counseling from our experienced specialty 
pharmacists and the choice to bring their specialty prescriptions to a CVS Pharmacy location or submit it through our specialty mail order 
pharmacies: and an ExtraCarc" Health Card program which offers discounts to eligible plan members on certain over-the-counter health care 
products sold in our CVS Pharmacy stores. In addition, MinuteClinic" is an important and differentiated part of the enterprise that offers certain 
capabilities to PBM clients and their members. For example. we offer plan sponsored co-pay reductions to encourage use of MinutcClinic, thereby 
reducing emergency room visits and helping to lower overall health care costs. Other ways we arc working with our clients include partnerships 
with health plan clients sponsoring patient centered medical homes. biometric screenings for plan members. closing gaps in care. and onsitc clinics 
at client corporate headquarters. 

PBM Services - Our PBM solutions are described more fully below. 

Plan Design Offerings and Administration - Our clients sponsor pharmacy benefit plans that facilitate the ability of eligible members in these plans 
to receive prescribed medications. We assist our clients in designing pharmacy benefit plans that help minimize the costs to the client while 
prioritizing the welfare and safety of the clients' members and helping improve health outcomes. We also administer these benefit plans selected 
by our clients and assist them in monitoring the effectiveness of these plans through frequent. informal communications, their use of our 
proprietary software. as well as through a formal annual client review. 

We make recommendations to our clients helping them to design benefit plans promoting the use of the lower cost, clinically appropriate drugs. 
We help our clients control costs by offering plan designs that encourage the use of generic equivalents of brand name drugs when such 
equivalents are available. Our clients also have the option, through plan design. to further lower their pharmacy benefit plan costs by setting 
different member payment levels for different products on their drug lists or "formularies". 

Formulary Management - We utilize an independent panel of doctors, pharmacists and other medical experts, referred to as our Pharmacy and 
Therapeutics Committee, to select drugs that meet the highest standards of safety and efficacy for inclusion on our formularies. Our formularies 
provide recommended products in numerous drug classes to ensure member access to clinically appropriate alternatives under the client's 
pharmacy benefit plan. To help improve clinical outcomes for members and clients, we conduct ongoing, independent reviews of all drugs, 
including. but not limited to, those appearing on the formularies and generic equivalent products. as well as our clinical programs. Many of our 
clients choose to adopt our template formulary offerings as part of their plan design. 

Medicare Part D Services - We participate in the administration of the drug benefit added to the Medicare program under Part D of the Medicare 
Prescription Drug, Improvement, and Modernization Act of 2003 ("MMA ")through the provision of PBM services to our health plan clients and 
other clients that have qualified as Medicare Part D prescription drug plans ("PDP") and by offering Medicare Part D pharmacy benefits through 
SilverScript, a PDP approved by the Centers for Medicare and Medicaid Services ('"CMS"). We also assist employer, union and other health plan 
clients that qualify for the retiree drug subsidy made available under the MMA by collecting and submitting eligibility and/or drug cost data to 
CMS in order for them to obtain the subsidy. 

Mail Order Pharmacy - As of December 31, 2015, we operated five mail order dispensing pharmacies in the United States. Plan members or their 
prescribers submit prescriptions or refill requests, primarily for maintenance medications. to these pharmacies via mail. telephone, fax. e-prescribing 
or the Internet. We also operate a network of smaller mail order specialty pharmacies described below. Our staff pharmacists review mail order 
prescriptions and refill requests with the assistance of our prescription management systems. This review may involve communications with the 
prescriber and. with the prescriber's approval when required. can result in generic substitution. therapeutic interchange or other actions designed 
to help reduce cost and/or improve quality of treatment. These pharmacies have been awarded Mail Order Pharmacy accreditation from Utilization 
Review Accreditation Commission ("URAC"), a Washington DC-based health care accrediting organization that establishes quality standards for 
the health care industry. 

Specialty Pharmacy - Our specialty pharmacies support individuals who require complex and expensive drug therapies. As of December 31, 2015, 
our specialty pharmacy operations included 11 specialty mail order pharmacies located throughout the United States that are used for delivery of 
advanced medications to individuals with chronic or genetic diseases and disorders. Substantially all of these pharmacies have been accredited by 
the Joint Commission, which is an independent, not-for-profit organization that accredits and certifies nearly 21.000 health care organizations and 
programs in the United States. These pharmacies have also been awarded Specialty Pharmacy accreditation from URAC. As of December 31, 2015, 
the Company 
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operated a network of 24 retail specialty pharmacy stores. which operate under the Care Plus CVS Pharmacy'" and Navarro" Health Services names. 
These stores average 1.100 square feet in size and sell prescription drugs and a limited assortment of front store items such as alternative 
medications, homeopathic remedies and vitamins. In January 2014, we enhanced our offerings of specialty infusion services and began offering 
enteral nutrition services through Coram LLC and its subsidiaries (collectively. "Coram"), which we acquired on January 16. 2014. Coram is one of 
the nation ·s largest providers of comprehensive infusion services. caring for approximately 140.000 patients annually. In May 2014. we 
implemented Specialty Connect'". which integrates our specialty pharmacy mail and retail capabilities. providing members with disease-state 
specific counseling from our experienced specialty pharmacists and the choice to bring their specialty prescriptions to a CVS Pharmacy location. 
Whether submitted through our mail order pharmacy or at a CVS Pharmacy. all prescriptions arc filled through our specialty mail order pharmacies. 
so all revenue from this specialty prescription services program is recorded within the Pharmacy Services Segment. Members then can choose to 
pick up their medication at their local CVS Pharmacy or have it sent to their home through the mail. In August 2015. with the acquisition of 

Omnicare, Inc. ("Omnicare"). we expanded our specialty pharmacy to include the specialty pharmacy operations of Omnicare which operates under 
the name Advanced Care Scripts. 

Retail Pharmacy Network Management - We maintain a national network of more than 68.000 retail pharmacies. consisting of approximately 41,000 
chain pharmacies (which includes our CVS Pharmacy stores) and 27,000 independent pharmacies. in the United States. Puerto Rico. District of 
Columbia. Guam and the Virgin Islands. When a customer fills a prescription in a retail pharmacy. the pharmacy sends prescription data 
electronically to us from the point-of-sale. This data interfaces with our proprietary prescription management systems. which verify relevant plan 
member data and eligibility. while also performing a drug utilization review to help evaluate clinical appropriateness and safety and confirming that 
the pharmacy will receive payment for the prescription. 

Prescription Management Systems - We dispense prescription drugs both directly. through one of our mail order or specialty pharmacies. or 
through a network of retail pharmacies. described above. All prescriptions processed through our systems, whether they are filled through one of 
our mail order or specialty dispensing pharmacies or through a pharmacy in our retail network. are analyzed, processed and documented by our 
proprietary prescription management systems. These systems provide essential features and functionality to allow a plan member to apply their 
prescription drug benefit. These systems also streamline the process by which prescriptions are processed by staff and network pharmacists. by 
automating review of various items, including. but not limited to, plan eligibility, early refills, duplicate dispensing. appropriateness of dosage, drug 

interactions or allergies. over-utilization and potential fraud. 

Clinical Services - We offer multiple clinical programs and services to help clients manage overall pharmacy and health care costs in a clinically 
appropriate manner. Our programs are primarily designed to promote safety. and to help target inappropriate utilization and non-adherence to 
medication, each of which may result in adverse medical events that negatively impact member health and client pharmacy and medical spend. In 
this regard. we offer various utilization management. medication management. quality assurance. adherence and counseling programs to 
complement the client's plan design and clinical strategies. 

Disease Management Programs - Our clinical services utilize advanced protocols and offer clients convenience in working with health care 
providers and other third parties. Our Accordant" programs include integrated rare disease management programs, which cover diseases such as 
rheumatoid arthritis, Parkinson's disease, seizure disorders and multiple sclerosis. The majority of these integrated programs are accredited by the 
National Committee for Quality Assurance ("NCQA"), a private, not-for-profit organization that evaluates, accredits and certifies a wide range of 
health care organizations. They have also been awarded Case Management Accreditation from URAC. 

Medical Pharmacy Management - We offer a technology platform that helps identify and capture cost savings opportunities for specialty drugs 
billed under the medical benefit by identifying outliers to appropriate dosages and costs, and helps to ensure appropriate clinical use of these 
drugs. 

Pharmacy Services Information Systems - We currently operate and support a small number of claim adjudication platforms to support our 
Pharmacy Services Segment. However. the majority of our clients have migrated to one destination platform. These information systems 

incorporate architecture that centralizes the data generated from filling mail order prescriptions. adjudicating retail pharmacy claims and delivering 
other solutions to our PBM clients. 

Pharmacy Services Clients - Our clients are primarily employers. insurance companies, unions. government employee groups, health plans. 
Managed Medicaid plans and plans offered on public and private exchanges. other sponsors of health benefit plans and individuals located 
throughout the United States. We provide pharmaceuticals to eligible members in benefit plans maintained by our clients and utilize our 
information systems. among other things. to help perform safety checks. drug 

5 



interaction screening and identify opportunities for generic substitution. We generate substantially all of our Pharmacy Services Segment net 
revenue from dispensing and managing prescription drugs to eligible members in benefit plans maintained by our clients. No single PBM client 
accounts for I 0% or more of our annual consolidated revenues. 

Pharmacy Services Seasonality - The majority of our Pharmacy Services Segment revenues arc not seasonal in nature. However. our quarterly 
earnings and operating cash flows arc impacted by the Medicare Part D benefit design and changes in the composition of our membership. The 
Medicare Part D standard benefit design results in coverage that varies with a member's cumulative annual out-of-pocket costs. The benefit design 
generally results in plan sponsors sharing a greater portion of the responsibility for total prescription drug costs in the early part of the year. As a 
result. the PDP plan pay percentage or benefit ratio generally decreases and operating profit generally increases as the year progresses. 

Pharmacy Services Competition - We believe the primary competitive factors in the industry include: (i) the ability to negotiate favorable 
discounts from drug manufacturers; (ii) the ability to negotiate favorable discounts from, and access to, retail pharmacy networks; 
(iii) resronsiveness to clients' needs; (iv) the ability to identify and arrly effective cost management rrugrarns utilizing clinical strategies; (v) the 

ability to develop and utilize preferred formularies; (vi) the ability to market PBM products and services; (vii) the commitment to provide flexible, 
clinically-oriented services to clients; (viii) the quality, scope and costs ofprodu.:ts and services offered to clients and their members, and (ix) 
operational excellence in delivering services. The Pharmacy Services Segment has a significant number of competitors offering PBM services 

including large, national PBM companies (e.g .. Express Scripts), PBMs owned by large national health plans (e.g., OptumRx) and smaller 
standalone PBMs (e.g .. Prime Therapeutics and Med Impact). 

Retail/L TC Segment 

As of December 31, 2015, the Retail/L TC Segment included 9.655 retail stores (of which 7 .897 were our stores that operated a pharmacy and 1.672 
were our pharmacies located within Target Corporation (''Target") stores), our on line retail pharmacy websites. CVS.com•. Navarro.com'" and 
Onofre.com.br'". 32 onsite pharmacy stores, long-term care pharmacy operations and our retail health care clinics. The retail stores are located in 49 
states, the District of Columbia. Puerto Rico and Brazil operating primarily under the CVS Pharmacy", CVS", Longs Drugs", Navarro Discount 
Pharmac/ and Drogaria Onofre"' names. We currently operate in 98 of the top 100 United States dmgstore markets and hold the number one or 
number two market share in 93 of these markets. The CVS Pharmacy retail drugstores sell prescription drugs and a wide assortment of over-the
counter and personal care products, beauty and cosmetic products, and general merchandise, which we refer to as "front store" products. The 
pharmacies within Target stores sell prescription drugs and over-the-counter drugs that are required to be held behind the counter. Existing retail 
stores range in si.:e from approximately 5.000 to 30,000 square feet. although most new stores range in size from approximately 8,000 to 13,000 
square feet and typically include a drive-thru pharmacy. The pharmacies within Target stores range in size from approximately 450 to I, I 00 square 

feet. During 2015, we filled approximately 1.0 billion prescriptions (counting 90-day prescriptions as three prescriptions). and we held approximately 
21. 7% of the United States retail pharmacy market. In 2014, our CVS Pharmacy retail drugstores became the first pharmacies in the nation to receive 
Community Pharmacy Accreditation from URAC. 

On August 18. 2015. we completed our acquisition of Omnicare, broadening our base of pharmacy care to a new dispensing channel. long-term 
care pharmacy. Omnicare's long-term care ("L TC") operations include the distribution of pharmaceuticals. related pharmacy consulting and other 
ancillary services to chronic care facilities and other care settings. Omnicare also provides commercialization services under the name 
RxCrossroads•. L TC is comprised of 143 spoke pharmacies that primarily handle new prescription orders. of which 32 are also hub pharmacies that 
use automation to support spoke pharmacies with refill prescriptions. L TC primarily operates under the Omnicare• and NcighborCarc" names. With 
the addition of the L TC operations. we arc enhancing our service offerings to address the needs of an aging population throughout the continuum 
of senior care. 

On December 16. 2015. we completed our acquisition of the pharmacy and clinic businesses of Target. In connection with the transaction. we 
acquired Target's 1,672 pharmacies across 47 states and will operate them through a store-within-a-store format. branded as CVS Pharmacy". In 
addition. a CVS Pharmacy will be included in all new Target stores that offer pharmacy services. These pharmacies sell prescription drugs and 
over-the-counter drugs that arc required to be held behind the counter. The 79 Target clinic locations we acquired will be rebranded as 
MinuteClinic". and we expect to open up to 20 new clinics in Target stores within the next three years. This acquisition expands our pharmacy and 
clinic presence in existing and new markets and it allows us to increase patient access and is an investment in our core business to drive growth. 

Retail Pharmacy Business Strategy - Our integrated pharmacy services model has enhanced the ability of our retail pharmacy stores to expand 
customer access to care while helping to lower overall health care costs and improve health outcomes. In that regard. the role of our retail 

pharmacist is shifting from primarily dispensing prescriptions to also providing services. including 
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nu vaccinations as well as face-to-face patient counseling with respect to adherence to drug therapies, closing gaps in care and recommending 
more cost effective drug therapies. Jn addition. personalization is central to our retail strategy. Our customer-driven personalization through 
ExtraCarc". ExtraCarc Beauty Club" and MyWccklyAd '"arc designed to help us connect directly with individual consumers to deliver a 
personalized experience. We also provide a broad assortment of quality merchandise at competitive prices using a retail format that emphasizes 
service. innovation and convenience. One of the keys to our strategy is technology. which allows us to focus on constantly improving service and 
exploring ways to provide more personalized product offerings and services. We arc leveraging digital to empower our customers and patients by 
making the full breadth of health care and pharmacy services available to them anytime. anywhere. We are introducing digital tools to make it 
easier for people to save time and money and to live healthier lives. We believe that continuing to be the first to market with new and unique 
products and services. using innovative marketing and adjusting our mix of merchandise to match our customers' needs and preferences is very 
important to our ability to continue to improve customer satisfaction. 

Retail/L TC Products and Services - A typical retail store sells prescription drugs and a wide assortment of high-quality, nationally advertised 
brand name and proprietary brand merchandise. Front store categories include over-the-counter drugs. beauty products and cosmetics. personal 

care products, convenience foods, photo finishing services. seasonal merchandise and greeting cards. The stores within Target stores sell 
prescription drugs and over-the-counter drugs that are required to be held behind the counter. The L TC operations include distribution of 
pharmaceuticals and related consulting and ancillary services. We purchase our merchandise from numerous manufacturers and distributors. We 
believe that competitive sources are readily available for substantially all of the products we carry and the loss of any one supplier would not likely 
have a material effect on the business. Our clinics offer a variety of health care services by nurse practitioners and physician assistants. 

Retail/L TC net revenues by major product group are as follows: 

Percentage of Net Revenues'" 

Prescription drugs"' 

Over-the-counter and personal care 

Beauty/cosmetics 

General merchandise and other 

2015 2014 

72.9% 

10.9 

4.5 

11.7 

100.0% 

(I) Percentages arc estimates based on store point-of-sale data for the stores and revenue system data for sales outside the stores. 
(2) In 2015, prescription drugs include L TC sales and sales in pharmacies within Target stores. 

70.7% 

11.0 

4.7 

13.6 

100.0% 

2013 

69.5% 

11.0 

4.9 

14.6 

100.0% 

Pharmacy - Pharmacy revenues represented more than two-thirds of Retail Pharmacy revenues in each of 2015. 2014 and 2013. We believe that our 
pharmacy operations will continue to represent a critical part of our business due to favorable industry trends, e.g., an aging American population 
consuming a greater number of prescription drugs. pharmaceuticals being used more often as the first line of defense for managing illness. and the 
impact of expanded health insurance coverage through the Patient Protection and Affordable Care Act and the Health Care and Education 
Reconciliation Act (collectively, "ACA"). the introduction of new pharmaceutical products, and Medicare Part D. We believe our pharmacy 
business benefits from our investment in both people and technology. as well as our innovative partnerships with health plans, PBMs and 
providers. Given the nature of prescriptions. people want their prescriptions filled accurately by professional pharmacists using the latest tools 
and technology. and ready when promised. Consumers need medication management programs and better information to help them get the most 
out of their health care dollars. To assist our customers with these needs, we have introduced integrated pharmacy health care services that 
provide an earlier. easier and more effective approach to engaging them in behaviors that can help lower costs. improve health. and save lives. 
Examples include: our Patient Care Initiative, an enhanced medication adherence program; Maintenance Choice•. a program where eligible client 
plan members can elect to fill their maintenance prescriptions at our retail pharmacy stores for the same price as mail order; and Pharmacy 
Advisor". our program that facilitates pharmacist counseling. both face-to-face and over the telephone. to help participating plan members with 
certain chronic diseases. such as diabetes and cardiovascular conditions. to identify gaps in care. adhere to their prescribed medications and 
manage their health conditions; Specialty Connect"'. our integrated specialty pharmacy offering which integrates specialty mail and retail 
capabilities. providing members with disease-state specific counseling from our experienced specialty pharmacists and the choice to bring their 
specialty prescriptions to a CVS Pharmacy location or submit it through our specialty mail order pharmacies; as well as ScriptSyncTM, a new 
pharmacy service introduced in 2015 that enables patients with multiple medications to pick up their eligible maintenance prescriptions in a single 

monthly CVS Pharmacy visit. Maintenance Choice, Pharmacy Advisor, Specialty Connect and ScriptSync are all programs that demonstrate our 

ability to enhance the customer experience through our integrated enterprise products and services. Further evidencing our belief in the 

importance of pharmacy service is our continuing investment in technology. such as our Drug Utilization Review system that helps check for 
harmful interactions between prescription drugs and patient identified over-the-counter products. vitamins and herbal remedies; 
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our proprietary pharmacy system that integrates our product delivery and clinical workllows as well as advanced patient safety functionality such 
as drug utilization review. RxConncct: our prescription refill program. Ready Fill": and our onlinc retail businesses. CVS.com. Navarro.com and 
Onofre.com.hr. In December 2015. we expanded our pharmacy offering with the acquisition of the pharmacies within Target stores. Once the 
system integration is complete. we will offer all the same pharmacy services offered in our retail drugstores and onlinc at our pharmacies within 
Target stores. 

Front Store - Front store revenues benefited from our strategy to be the first to market with new and unique products and services, using 
innovative personalized marketing and adjusting our mix of merchandise to match our customers· needs and preferences. A key component of our 
front store strategy is our ExtraCarc" card program. which is helping us continue to build our Joyal customer base. The ExtraCarc program is one of 
the largest and most successful retail loyalty programs in the United States. The ExtraCarc program allows us to balance our marketing efforts so 

we can reward our best customers by providing them automatic sale prices. customized coupons. ExtraBucks' rewards and other benefits. Similar 
to ExtraCarc is the Beauty Club. another program that rewards our loyal customers with sales prices and customized coupons. We continue to 
launch and enhance new and exclusive brands like Nuance Sal ma Hayek'". Make Up Academy'" and NYX' to create unmatched offerings in 

beauty. Another component of our front store strategy is our unique product offerings. which include a full range of high-quality CVS 
Pharmacy" and proprietary brand products that are only available through CVS Pharmacy stores. We currently carry over 6.400 CVS Pharmacy and 
proprietary brand products. which accounted for approximately 21.3% of our front store revenues during 2015. These products include expanded 
offerings of healthy foods and vitamins. Furthermore. we arc tailoring certain groups of stores. such as suburban area stores. to better meet the 
needs of our customers. 

MinuteC/inic - As of December 31, 2015, we operated I, 135 MinutcClinic" locations in 33 states and the District of Columbia, of which 1,049 were 

located in CVS Pharmacy stores and 79 were located in Target stores. We opened 85 new clinics during 2015 and acquired 79 clinics from Target in 
December 2015. Our clinics arc staffed by nurse practitioners and physician assistants who utilize nationally established guidelines to diagnose 
and treat minor health conditions. perform health screenings, monitor chronic conditions. provide wellness services and deliver vaccinations. 
Insurers value our clinics because they provides convenient, high-quality, cost-effective care. in many cases offering an attractive alternative to 
more expensive sites of care. As a result visits paid for by employers, health insurers or other third parties accounted for approximately 89% of 
MinutcClinic's total revenues in 2015. MinuteClinic is collaborating with our Pharmacy Services Segment to help meet the needs of CVS 
Carcmark's client plan members by offering programs that can improve member health and lower costs. MinutcClinic is now affiliated with 63 major 
health systems and continues to build a platform that supports primary care. 

long-term Care -Through our Omnicare business. we provide the distribution of pharmaceuticals. related pharmacy consulting and other ancillary 
services to chronic care facilities and other care settings. L TC's customers consist of skilled nursing facilities, assisted living facilities, independent 
living communities. hospitals. correctional facilities. and other health care service providers. We provide pharmacy consulting. including monthly 
patient drug therapy evaluations. assist in compliance with state and federal regulations and provide proprietary clinical and health management 
programs. We also provide pharmaceutical case management services for retirees. employees and dependents who have drug benefits under 

corporate-sponsored health care programs. 

Onsite Pharmacies - We also operate a limited number of small pharmacies located at client sites. typically under the Care Plus'. Care Plus CVS 
Pharmacy'" or CVS Phannac/ name. which provide certain health plan members and customers with a convenient alternative for filling their 
prescriptions. 

Retail Pharmacy Drugstore De\'elopment - The addition of new stores has played. and will continue to play, a key role in our continued growth 
and success. Our store development program focuses on three areas: entering new markets. adding stores within existing markets and relocating 
stores to more convenient sites. During 2015. we opened 161 new retail pharmacy stores. acquired I .672 pharmacies within Target stores and 14 
other locations. relocated 58 stores and closed 3 I stores. During the last five years. we opened more than I, I 00 new and relocated stores. and 
acquired 1,832 stores including the pharmacies acquired from Target. We believe that continuing to grow our store base and locating stores in 
more accessible markets arc essential components to compete effectively in the current health care environment. As a result. we believe that our 
store development program is an integral part of our ability to maintain our leadership position given the changing health care landscape and to 
meet the increasing needs of our customers. 

Rctail/L TC Information Systems - We have continued to invest in information systems to enable us to deliver exceptional customer service. 
enhance safety and quality. and expand our patient care services while lowering operating costs. Leveraging our retail pharmacy fulfillment 

system. RxConncct and our proprietary WeCARE Work flow. supports our pharmacy teams by prioritizing work to meet customer expectations. 
facilitating prescriber outreach. and seamlessly integrating our clinical programs. This solution delivers improved efficiency and enhances the 
customer experience, as well as providing a framework to accommodate the evolution of pharmacy practice and the expansion of our clinical 

programs. Our Health Engagement 
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Engine'" technology and proprietary clinical algorithms enable us to help identify opportunities for our pharmacists to deliver face-to-face 
counseling regarding patient health and safety matters. including adherence issues. gaps in care and management of certain chronic health 
conditions. Our digital strategy empowers the consumer to navigate their pharmacy experience and manage their condition through our on-line and 
mobile tools that offer utility and convenience. This will include the ability to schedule an appointment at MinuteClinic. get next-in line alerts or 
health reminders and appointment updates via text messages. Our integrated digital offerings help patients seamlessly manage retail. mail and 
specialty prescriptions dispensed by a CVS Pharmacy or long-term care location and enhance front store personalization to drive value for 
customers. We experienced strong adoption of our digital solutions with our mobile app receiving critical acclaim for case of use and our text 
message program experiencing significant growth. L TC's Digital Technology suite. Omnivicw', improves the efficiency of customers' operations 
with tools that include executive dashboards. pre-admission pricing. electronic ordering of prescription refills. proof-of-delivery tracking. access to 
patient profiles. receipt and management of facility bills. and real-time validation of Medicare Part D coverage. among others capabilities. 

Retail/L TC Customers - Managed care organizations. government-funded health care programs. commercial employers and other third party plans 
accounted for 98.8% of our 2015 pharmacy revenues. The loss of any one payor would not have a material effect on our business. No single 

Rctail/L TC payor accounts for 10% or more of our annual consolidated revenues. However. the success of our retail drugstore and long-term care 
businesses is dependent upon our ability to establish and maintain contractual relationships with PBMs and other payors on acceptable terms. 

Retail/L TC Seasonality - The majority of our revenues. particularly pharmacy revenues. are generally not seasonal in nature. However. retail front 
store revenues tend to be higher during the December holiday season. In addition, both pharmacy and retail front store revenues arc affected by 
the timing and severity of the cough, cold and nu season. For additional information, we refer you to "Risks related to the seasonality of our 

business" in Item 1 A. Risk Factors. 

Retail/L TC Competition - The retail drugstore business is highly competitive. We believe that we compete principally on the basis of: (i) store 
location and convenience, (ii) customer service and satisfaction, (iii) product selection and variety and (iv) price. In the markets we serve, we 
compete with other drugstore chains (e.g., Walgrcens and Rite Aid), supermarkets, discount retailers (e.g., Wal-Mart), independent pharmacies, 
restrictive pharmacy networks, membership clubs, Internet companies, and retail health clinics, as well as other mail order pham1acics and PBMs. 

L TC pharmaceutical services are highly regional or local in nature and within a given geographic area of operation, highly competitive. Our largest 
competitor nationally is PharMerica. We also compete with numerous local and regional institutional pharmacies, pharmacies owned by long-term 
care facilities and local retail pharmacies. Some states have enacted '"freedom of choice·· or "any willing provider·· requirements as part of their 

state mcdicaid programs or in separate legislation. which may increase the competition that we face in providing services to long-term care facility 
residents in these states. 

Corporate Segment 

Our Corporate Segment provides management and administrative services to support the overall operations of the Company. The Corporate 
Segment consists of certain aspects of our executive management, corporate relations, legal. compliance. human resources, corporate information 
technology and finance departments. 

Generic Sourcing Venture 

In July 2014, the Company and Cardinal Health, Inc. ("Cardinal") established Red Oak Sourcing. LLC ("Red Oak"). a generic pharmaceutical 
sourcing entity in which the Company and Cardinal each own 50%. The Red Oak arrangement has an initial term often years. Under this 

arrangement. the Company and Cardinal contributed their sourcing and supply chain expertise to Red Oak and agreed to source and negotiate 
generic pharmaceutical supply contracts for both companies through Red Oak; however. Red Oak does not own or hold inventory on behalf of 

either company. 

Working Capital Practices 

We fund the growth of our business through a combination of cash now from operations. commercial paper. proceeds from sale-leaseback 
transactions and long-term borrowings. For additional information on our working capital practices. we refer you to the caption "Management's 
Discussion and Analysis - Liquidity and Capital Resources" in our Annual Report to Stockholders for the year ended December 31, 2015. which 
section is incorporated by reference herein. The majority of our non-pharmacy revenues arc paid in cash. or with debit or credit cards. while 
managed care and other third party insurance programs. which typically settle in less than 30 days. represented approximately 99.6% of our 

consolidated pharmacy revenues in 2015. including both Rctail/L TC and Pharmacy Services. The remainder of consolidated pharmacy revenues arc 

paid in cash. or with debit or credit cards. Our customer returns arc not significant. 
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Colleague Development 

As of December 31, 2015, we employed approximately 243,000 colleagues, which included more than 34,000 pharmacists, nurses, nurse practitioners 
and physician assistants. The total included approximately 88,000 part-time colleagues who work less than 30 hours per week. To deliver the 
highest levels of service to our customers, we devote considerable time and attention to our people and service standards. We emphasize 
attracting and training knowledgeable. friendly and helpful associates to work in our organization. 

Intellectual Property 

We have registered and/or applied to register a variety of our trademarks and service marks used throughout our business, as well as domain 
names, and rely on a combination of copyright, patent. trademark and trade secret laws, in addition to contractual restrictions, to establish and 
protect our proprietary rights. We regard our intellectual property as having significant value in our Pharmacy Services and Retail/L TC segments. 
We are not aware of any facts that could materially impact our continuing use of any of our intellectual property. 

Government Regulation 

Overview - Much of our business is subject to federal and state laws and regulations. In addition, many of our PBM clients and our payors in the 
Retail/LTC Segment, including insurers and managed care organizations ("MCOs"), arc themselves subject to extensive regulations that affect the 
design and implementation of prescription drug benefit plans that they sponsor. Similarly, our L TC clients, such as skilled nursing facilities, are 
also subject to many of the same government regulations to which we are subject. The application of these complex legal and regulatory 
requirements to the detailed operation of our business creates areas of uncertainty. Further, there are numerous proposed health care laws and 
regulations at the federal and state levels, some of which could adversely affect our business if they arc enacted. We are unable to predict what 
federal or state legislation or regulatory initiatives may be enacted in the future relating to our business or the health care industry in general, or 
what effect any such legislation or regulations might have on our business. Any failure or alleged failure to comply with applicable laws and 
regulations as summarized below, or any adverse applications of. or changes in, the laws and regulations affecting our business, could have a 
material adverse effect on our operating results and/or linancial condition. See Item 3, "Legal Proceedings" fur further information. 

Although we believe that we are in material compliance with existing laws and regulations applicable to our various business lines. we cannot give 

any assurances that our business, financial condition and results of operations will not be materially adversely affected, or that we will not be 
required to materially change our business practices, based on: (i) future enactment of new health care or other laws or regulations; (ii) the 
interpretation or application of existing laws or regulations, including the laws and regulations described in this Government Regulation section, as 

they may relate to our business, the pharmacy services. retail pharmacy, long-term care or retail clinic industry or to the health care industry 
generally; (iii) pending or future federal or state governmental investigations of our business or the pharmacy services, retail pharmacy, long-term 
care or retail clinic industry or of the health care industry generally; (iv) institution of government enforcement actions against us; (v) adverse 
developments in any pending qui lam lawsuit against us, whether sealed or unsealed, or in any future qui lam lawsuit that may be filed against us; 
or (vi) adverse developments in other pending or future legal proceedings against us or affecting the pharmacy services, retail pharmacy, lung-term 

care or retail clinic industry or the health care industry generally. 

Laws a11d Reg11latio11s Related to Each Operati11g Segme11t of Our B11si11ess 

Laws Related to Reimbursement by Government Programs - We arc subject to various state and federal laws concerning our submission of claims 
for reimbursement by Medicare, Medicaid and other government-sponsored health care programs. Potential sanctions for violating these laws 
include rccoupmcnt or reduction of government reimbursement amounts, civil penalties, multiples damages. and exclusion from participation in 
government health care programs. Such laws include the federal False Claims Act ("FCA"), various state false claims acts, the federal "Stark Law" 
and related state laws. In particular, the FCA prohibits intentionally submitting. conspiring to submit, or causing to be submitted, false claims. 
records, or statements to the federal government. or intentionally failing to return overpayments, in connection with reimbursement by federal 
government programs. As part of ACA, the federal Anti-Kickback Statute was amended in 20 I 0 to provide that any claim for government 
reimbursement violates the FCA where it results from a violation of the Anti-Kickback Statute. Most states have enacted false claims laws 
analogous to the FCA. and both federal and state false claims laws permit private individuals to file qui lam or "whistlebluwer" lawsuits on behalf 
of the federal or state government. Further. the federal Stark Law generally prohibits physicians from referring Medicare or Medicaid beneficiaries 
for certain services. including outpatient prescription drugs, to any entity with which the physician, or an immediate family member of the 

physician, has a financial relationship. The Stark Law further prohibits the entity receiving a prohibited referral from presenting a claim for 
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reimbursement by Medicare or Medicaid for services furnished pursuant to the prohibited referral. Various states have enacted similar laws. 

Anti-Remuneration Laws - Federal law prohibits, among other things, an entity from knowingly and willfully offering. paying, soliciting or 
receiving, subject to certain exceptions and "safe harbors,'' any remuneration to induce the referral of individuals or the purchase. lease or order of 
items or services for which payment may be made under Medicare. Medicaid or certain other federal health care programs. A number of states have 
similar laws, some of which arc not limited to services paid for with government funds. Sanctions for violating these federal and state anti
rcmuncration laws may include imprisonment. criminal and civil fines. and exclusion from participation in Medicare, Medicaid and other 

government-sponsored health care programs. 

Antitrust and Unfair Competition -The Federal Trade Commission ("FTC") has authority under Section 5 ufthc Federal Trade Commission Act 
('"FTCA") tu investigate and prosecute practices that are .. unfair trade practices" or "unfair methods uf competition." Numerous lawsuits have 

been filed throughout the United States against pharmaceutical manufacturers, retail pharmacies and/or PB Ms under various state and federal 
antitrust and unfair competition laws challenging, among other things: (i) brand drug pricing practices of pharmaceutical manufacturers, (ii) the 

maintenance of retail pharmacy networks by PB Ms, and (iii) various other business practices of PB Ms and retail pharmacies. To the extent that we 
appear to have actual or potential market power in a relevant market or CVS Pharmacy plays a unique or expanded role in a PBM product offering. 

our business arrangements and uses of confidential information may be subject to heightened scrutiny from an anti-competitive perspective and 
possible challenge by state or federal regulators or private parties. 

Privacy and Confidentiality Requirements - Many of our activities involve the receipt. use and disclosure by us of personally identifiable 
inforrnation ("Pll") as permitted in accordance with applicable federal and state privacy and data security laws, which require organizations to 
provide appropriate privacy and security safeguards for such information. In addition to PII. we use and disclose de-identified data for analytical 
and other purposes when permitted. Additionally, there arc industry standards for handling credit card data known as the Payment Card Industry 
Data Security Standard, which arc a set of requirements designed to help ensure that entities that process, store or transmit credit card information 
maintain a secure environment. Certain states have recently incorporated these requirements into state laws. 

The federal Health Insurance Portability and Accountability Act uf 1996 and the regulations issued thereunder (collectively, "HIPAA") impose 
extensive requirements on the way in which health plans, health care providers, health care clearinghouses (known as .. covered entities .. ) and their 

business associates use, disclose and safeguard protected health information ("PHI"). Criminal penalties and civil sanctions may be imposed for 

failing to comply with HIPAA standards. The Health Information Technology for Economic and Clinical Health Act (the "HITECH Act"), enacted 
as part of the American Recovery and Reinvestment Act of2009, amended HIPAA to impose additional restrictions on third-party funded 
communications using PHI and the receipt of remuneration in exchange for PHI. It also extended HIPAA privacy and security requirements and 

penalties directly to business associates. In addition to HIPAA, state health privacy laws apply to the extent they arc more protective of individual 
privacy than is HIPAA. 

Finally, the Health Insurance Marketplaces (formerly known as the ··exchanges'') arc required to adhere to privacy and security standards with 
respect to PII, and to impose privacy and security standards that arc at least as protective of Pl! as those the Health Insurance Marketplace has 
implemented for itself or non-Health Insurance Marketplace entities, which include insurers offering plans through the Health Insurance 
Marketplaces and their designated downstream entities, including PBMs and other business associates. These standards may differ from. and be 
more stringent than. HIPAA. 

Consumer Protection Laws -The federal government has many consumer protection laws, such as the FTCA, the Federal Postal Service Act and 
the FTC's Telemarketing Sales Ruic. Most states also have similar consumer protection laws. These laws have been the basis for investigations, 
lawsuits and multi-state settlements relating to. among other matters. the marketing of loyalty programs and health care services, pricing accuracy, 
expired front store products, financial incentives provided by drug manufacturers to pharmacies in connection with therapeutic interchange 
programs and disclosures related to how personal data is used and protected. 

Government Agreements and Mandates - The Company and/or its various affiliates arc subject to certain consent decrees. settlement agreements, 
and corporate integrity agreements with various federal. state and local authorities relating to such matters as privacy practices, pscudocphcdrinc 
products, Medicare Part D prescription drug plans. expired products, environmental and safety mailers, marketing and advertising practices, PBM 
and pharmacy operations and various other business practices. These agreements contain certain ongoing reporting, monitoring or other 
compliance requirements for the Company. Failure to meet the Company's obligations under these agreements could result in civil or criminal 
remedies. financial penalties. administrative remedies, and/or exclusion from participation in federal health care programs. 
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Environmental and Safety Regulation - Our business is subject to various federal, state and local laws. regulations and other requirements 
pertaining to protection of the environment. public health and employee safety, including. for example. regulations governing the management of 
hazardous substances. the cleaning up of contaminated sites. and the maintenance of safe working conditions in our stores, distribution centers 
and other facilities. Governmental agencies on the federal. state and local levels have. in recent years. increasingly focused on the retail and 
healthcare sectors' compliance with such laws and regulations. and have at times pursued enforcement activities. Any failure to comply with these 
regulations could result in fines or other sanctions by government authorities. 

Health Reform Legislation - Passed in 20 I 0. ACA affects virtually every aspect of health care in the country. In addition to establishing the 
framework for every individual to have health coverage. ACA enacted a number of significant health care reforms. Many of these reforms affect 
the coverage and plan designs that arc provided by our health plan clients. As a result, these reforms impact a number of our services and 
business practices. Some significant ACA provisions arc still being finalized (e.g .. nondiscrimination in health programs and activities, excise tax 
on high-cost employer-sponsored health coverage). so the full impact of ACA on our Company is still uncertain. 

Pharmacy and Professional Licensure and Regulation - We arc subject to a variety of intersecting state and federal statutes and regulations that 
govern the wholesale distribution of drugs; operation of retail, specialty, infusion, L TC and mail order pharmacies; licensurc of facilities and 
professionals. including pharmacists, technicians and nurses; registration of facilities with the United States Drug Enforcement Administration 
("DEA") and analogous state agencies that regulate controlled substances; packaging. storing, shipping and tracking of pharmaceuticals; 
repackaging of drug products; labeling, medication guides and other consumer disclosures; interactions with prcscribcrs and healthcare 
professionals; compounding of prescription medications; dispensing of controlled and non-controlled substances; counseling of patients; 
transfers of prescriptions; advertisement of prescription products and pharmacy services; security; inventory control; rccordkccping; reporting to 
Boards of Pharmacy, the United States Food and Drug Administration ("FDA"), the Consumer Product Safety Commission, the DEA and related 
state agencies; and other elements of pharmacy practice. Pharmacies are highly regulated and have contact with a wide variety of local, state and 
federal agencies, with various powers to investigate. inspect. audit or solicit information, including Boards of Pharmacy and Nursing, the DEA, the 
FDA, the United States Department of Justice, the United States Department of Health and Human Services ("HHS") and others. Many of these 
agencies have broad enforcement powers, conduct audits on a regular basis, can impose substantial fines and penalties, and may revoke the 
license. registration or program enrollment of a facility or professional. 

Telemarketing and Other Outbound Contacts - Certain federal and state laws, such as the Telephone Consumer Protection Act, give the FTC, 
Federal Communications Commission ("FCC") and state attorneys general the ability to regulate, and bring enforcement actions relating to, 
telemarketing practices and certain automated outbound contacts such as phone calls, texts or emails. Under certain circumstances, these laws 
may provide consumers with a private right of action. Violations of these laws could result in substantial statutory penalties and other sanctions. 

laws and Regulations Related to Our Pharmacy Services Segment 

In addition to the laws and regulations discussed above that may affect our business as a whole. we arc subject to federal, state and local statutes 
and regulations governing the operation of our Pharmacy Services Segment specifically. Among these arc the following: 

PBM Laws and Regulation - Legislation seeking to regulate PBM activities in a comprehensive manner has been introduced or enacted in a 
number of states. This legislation could adversely impact our ability to conduct business on commercially reasonable terms in states where the 
legislation is in effect. 

In addition. certain quasi-regulatory organizations. including the National Association of Boards of Pharmacy and the National Association of 
Insurance Commissioners ("NAIC") have issued model regulations or may propose future regulations concerning PBMs and/or PBM activities. 
Similarly, credentialing organizations such as the NCQA and URAC may establish voluntary standards regarding PBM or specialty pharmacy 
activities. While the actions of these quasi-regulatory or standard-setting organizations do not have the force of law, they may influence states to 
adopt their requirements or recommendations and influence client requirements for PBM or specialty pharmacy services. Moreover. any standards 
established by these organizations could also impact our health plan clients and/or the services we provide to them. 

Medicare Part D - The Medicare Part D program. which makes prescription drug coverage available to eligible Medicare beneficiaries through 
private insurers. regulates all aspects of the provision of Medicare drug coverage. including enrollment. formularics. pharmacy networks, 
marketing, and claims processing. The Medicare Part D program has undergone significant 
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legislative and regulatory changes since its inception. and continues to attract a high degree of legislative and regulatory scrutiny. The applicable 
government rules and regulations continue to evolve. CMS has imposed restrictions and issued new requirements to protect Medicare Part D 
beneficiaries and has used its authority to sanction and impose civil monetary penalties on plans for non-compliance. 

Network Access Legislation - Medicare Part D and a majority of states now have some form of legislation affecting the ability to limit access to a 

pharmacy provider network or removt: nt:twork providt:rs. Ct:rtain "any willing provider" legislation may requirt: us or our clients to admit a non
participating pharmacy if such pharmacy is willing and able to meet the plan's price and other applicable terms and conditions for network 
participation. These laws could negatively impact the services and economic benefits achievable through a limited pharmacy provider network. 

Also. a majority of states now have some form of legislation affecting our ability (and the health plans· ability) to conduct audits of network 

pharmacies regarding claims submitted to us for payment. These laws could negatively impact our ability to recover overpayments in health care 
payments stemming from pharmacy audits. Lastly. several states have passed legislation regulating our ability to manage and establish maximum 
allowablt: costs ("MAC"). MAC methodology is a common cost management practice used to pay pharmacies for dispensing generic prescription 

drugs. including private and public payors. MAC prices specify the allowable reimbursement by a PBM for a particular strength and dosage ofa 
generic drug that is available from multiple manufacturers but sold at different prices. State legislation can regulate the disclosure of MAC prices 
and MAC price methodologies. the kinds of drugs that a PBM can pay at a MAC price. and the rights of pharmacies to appeal a MAC price 

established by a PBM. These laws could negatively impact our ability to establish MAC prices for generic drugs. 

Contract Audits - We are subject to audits of many of our contracts, including our PBM client contracts, our PBM rebate contracts, our contracts 
relating to Medicare Part D and the agreements our pharmacies enter into with payors. Because some of our contracts are with state or federal 
governments or with entities contracted with state or federal agencies. audits of these agreements are often regulated by the federal or state 
agencies responsible for administering federal or state benefits programs. including those which operate Medicaid fee for service plans. Managed 
Mt:dicaid plans, Medicare Part D plans or Medicare Advantage organizations. 

Federal Employee Health Benefits Program - We have a contractual arrangement with carriers for the Federal Employee Health Benefits Program 
(FEHBP), such as the BlueCross BlucShield Association. to provide pharmacy services to federal employees, postal workers, annuitants, and their 
dependents under the Government-wide Service Benefit Plan. as authorized by the Federal Employees Health Benefits Act ("FEHBA") and as part 

of the Federal Employees Health Benefits Program. These arrangements subjects us to certain aspects ofFEHBA, and other federal regulations, 
such as the Federal Employees Health Benefits Acquisition Regulation, that otherwise are not applicable to us. 

State Insurance Laws - PDPs and our PBM service contracts. including those in which we assume certain risks under performance guarantees or 
similar arrangements, are generally not subject to insurance regulation by the states. However, as a PDP, SilverScript is subject to state insurance 
laws limited to licensure and solvency. In addition. PBM offerings of prescription drug coverage on a capitated basis, or otherwise accepting 

material financial risk in providing pharmacy benefits, may be subject to laws and regulations in various states. Such laws may require that the 
party at risk become licensed as an insurer, establish reserves or otherwise demonstrate financial viability. Laws that may apply in such cases 
include insurance laws and laws governing MCOs and limited prepaid health service plans. 

Some states have laws that prohibit submitting a false claim or making a false record or statement in order to secure reimbursement f~om an 
insurance company. These state laws vary, and violation of them may lead to the imposition of civil or criminal penalties. Additionally, several 
states have passed legislation governing the prompt payment of claims that requires, among other things, that health plans and payors pay claims 
within certain prescribed time periods or pay specified interest penalties. These laws vary from state to state in regard to scope, requirements and 
application. 

ER ISA Regulation - The Employee Retirement Income Security Act of 1974. as amended (" ERISA "), provides for comprehensive federal regulation 
of certain employee pension and benefit plans, including private employer and union sponsored health plans and certain other plans that contract 
with us to provide PBM services. In general. we assist plan sponsors in the administration of the prescription drug portion of their health benefit 
plans in accordance with the plan designs adopted by the plan sponsors. We do not believe that the conduct of our business subjects us to the 
fiduciary obligations ofERISA. except when we have specifically contracted with a plan sponsor to accept limited fiduciary responsibility, such as 
for the adjudication of initial prescription drug benefit claims and/or the appeals of denied claims under a plan. and with respect to the 
Contraceptive Coverage Mandate. one of the health reforms included in ACA. 
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In addition to its fiduciary provisions. ERISA imposes civil and criminal liability on service providers to health plans and certain other persons if 
certain forms of illegal remuneration are made or received. These provisions of ERISA are broadly written and their application to specific business 
practices is often uncertain. 

Formulary and Plan Design Regulation - A number of government entities regulate the administration of prescription drug benefits. HHS 
regulates how Medicare Part D fonnularies are developed and administered, including requiring the inclusion of all drugs in certain classes and 
categories, subject to limited exceptions. Under ACA. CMS imposes drug coverage requirements for health plans required to cover essential health 
benefits. including plans offered through federal or state exchanges. Additionally. the NAIC and health care accreditation agencies like the NCQA 
and URAC have developed model acts and standards for formulary development that are often incorporated into government requirements. Many 
states regulate the scope of prescription drug coverage. as well as the delivery channels to receive such prescriptions, for insurers. MCOs and 

Medicaid managed care plans. The increasing government regulation of formularies could significantly affect our ability to develop and administer 
formularies. networks and other plan design features on behalf of our insurer, MCO and other clients. Similarly, some states prohibit health plan 
sponsors from implementing certain restrictive design features. This regulation could limit or preclude (i) limited networks. (ii) a requirement to use 
particular providers, (iii) copayment differentials among providers and (iv) fonnulary tiering practices. 

Managed Care Reform - In addition to health reforms enacted by ACA, proposed legislation has been considered at the state level, and legislation 
has been enacted in several states, aimed primarily at providing additional rights and access to drugs to individuals enrolled in managed care 
plans. This legislation may impact the design and implementation of prescription drug benefit plans sponsored by our PBM health plan clients 
and/or the services we provide to them. Both the scope of the managed care reform proposals considered by state legislatures and reforms enacted 
by states to date vary greatly, and the scope of future legislation that may be enacted is uncertain. 

Disease Management Services Regulation - We provide disease management programs to PBM plan members for rare medical conditions and 
arrange for them to receive disease management programs for common medical conditions. State laws regulate the practice of medicine, the practice 

of pharmacy and the practice of nursing. Clinicians engaged in a professional practice in connection with the provision of disease management 
services must satisfy applicable state licensing requirements and must act within their scope of practice. 

Third Party Administration and Other State Licensure Laws - Many states have licensure or registration laws governing certain types of 
administrative organizations, such as preferred provider organizations. third party administrators and companies that provide utilization review 

services. Several states also have licensure or registration laws governing the organizations that provide or administer consumer card programs 
(also known as cash card or discount card programs). 

Laws and Regulations Related to Our Retail/L TC Segment 

In addition to the laws and regulations discussed above that may affect our business as a whole, we are subject to federal, state and local statutes 

and regulations governing the operation of our Retail/L TC Segment specifically. Among these are the following: 

Specific FDA Regulation - The FDA generally has authority to, among other things, regulate the manufacture, distribution, sale and labeling of 
many products sold through retail pharmacies. including prescription drugs. over-the-counter medications, medical devices (including mobile 
medical devices), cosmetics, dietary supplements and certain food items. 

Retail Clinics - States regulate retail clinics operated by nurse practitioners or physician assistants through physician oversight. lab licensing and 
the prohibition of the corporate practice of medicine. A number of states have implemented or proposed laws or regulations that impact certain 
components of retail clinic operations such as physician oversight, signage, third party contracting requirements, bathroom facilities, and scope of 
services. These laws and regulations may aflect the operation and expansion or our owned and managed retail clinics. 

Available Information 

CVS Health Corporation is a Delaware corporation. Our corporate office is located at One CVS Drive. Woonsocket. Rhode Island 02895, telephone 
(401) 765-1500. Our common stock is listed on the New York Stock Exchange under the trading symbol "CVS." General information about CVS 
Health is available through the Company's Web site at hllp:l/www.cvsheallh.com. Our financial press releases and filings with the United States 
Securities and Exchange Commission ("SEC") are available free of charge within the Investors section of our Web site at 

h11p://www.cvshea/1h.com/investors. In addition. the SEC maintains an internet site that contains reports, proxy and information statements and 
other information 
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regarding issuers. such as the Company. that file electronically with the SEC. The address of that Web site is h11p://www.sec.gov. 

llcm IA. Risk Factors 

Our business is subject to various industry. economic. regulatory and other risks and uncertainties. Our business. financial condition. results of 
operations. cash flows and prospects could be materially adversely affected by any one or more of the following risk factors and by additional 
risks and uncertainties not presently known to us or that we currently deem to be immaterial: 

Risks of declining gross margins in the PBM, retail pharmacy and L TC pharma9• industries. 

The PBM industry has been experiencing margin pressure as a result of competitive pressures and increased client demands for lower prices. 
enhanced service offerings and/or higher service levels. In that regard. we maintain contractual relationships with generic pharmaceutical 
manufacturers and brand name pharmaceutical manufacturers that provide for purchase discounts and/or rebates on drugs dispensed by 

pharmacies in our retail network and by our mail order pharmacies (all or a portion of which may be passed on to clients). Manufacturer rebates 
often depend on a PBM 's ability to meet contractual market share or other requirements. including in some cases the placement of a 
manufacturer's products on the PBM 's formularies. lfwe lose our relationship with one or more pharmaceutical manufacturers. or ifthe discounts 
or rebates provided by pharmaceutical manufacturers decline. our business and financial results could be adversely affected. Further. competitive 
pressures in the PBM industry have resulted in our clients sharing in a larger portion of rebates and/or discounts received from pharmaceutical 
manufacturers. Market dynamics and regulatory changes have impacted our ability to offer plan sponsors pricing that includes the use of retail 
"di ffcrential" or "spread". which could negatively impact our future profitability. Further. changes in existing federal or state laws or regulations or 
the adoption of new laws or regulations relating to patent term extensions. purchase discount and rebate arrangements with pharmaceutical 
manufacturers. or to formulary management or other PBM services could also reduce the discounts or rebates we receive. In addition. changes in 
federal or state laws or regulations or the adoption of new laws or regulations relating to claims processing and billing. including our ability to 
collect transmission fees. could adversely impact our profitability. 

Both our retail pharmacy and L TC pharmacy businesses have also been affected by the margin pressures described above. including client 

demands for lower prices. generic pricing and network reimbursement pressure. In addition. as competition increases in the markets in which we 
operate, a significant increase in general pricing pressures could occur. and this could require us to reevaluate our pricing structures to remain 

competitive. Finally. the margins ofour LTC business are further affected by the increased efforts of health care payors to negotiate reduced or 
capitated pricing arrangements. These actions could also adversely affect the margins of our L TC business. 

Efforts to reduce reimbursemelll levels and alter flea/th care financing practices. 

The continued efforts of health maintenance organizations. managed care organizations, PB Ms. government entities. and other third party payors 
to reduce prescription drug costs and pharmacy reimbursement rates may impact our profitability. In particular. increased utilization of generic 
pharmaceuticals (which normally yield a higher gross profit rate than equivalent brand named drugs) has resulted in pressure to decrease 
reimbursement payments to retail. L TC and mail order pharmacies for generic drugs, causing a reduction in the generic profit rate. Historically. the 
effect of this trend on generic profitability has been mitigated by our efforts to negotiate reduced acquisition costs of generic pharmaceuticals with 
manufacturers. However. in recent years, there has been significant consolidation within the generic manufacturing industry. and it is possible that 
this and other external factors may enhance the ability of manufacturers to sustain or increase pricing of generic pharmaceuticals and diminish our 
ability to negotiate reduced acquisition costs. Any inability to offset increased costs or to modify our activities to lessen the impact could have a 
significant adverse effect on our results of operations. 

In addition, during the past several years. the United States health care industry has been subject to an increase in governmental regulation and 
audits at both the federal and state levels. Efforts to control health care costs, including prescription drug costs. arc continuing at the federal and 
state government levels. Changing political, economic and regulatory influences may significantly affect health care financing and reimbursement 
practices. For example. we anticipate that federal and state governments will continue to review and assess alternative health care delivery 
systems. payment methodologies and operational requirements for health care providers. including L TC facilities and pharmacies. A change in the 
composition of pharmacy prescription volume toward programs offering lower reimbursement rates could negatively impact our profitability. 

ACA made several significant changes to Medicaid rebates and to reimbursement. One of these changes was to revise the definition of the 
Average Manufacturer Price, a pricing element common to most payment formulas. and the reimbursement 
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formula for multi-source (i.e .. generic) drugs. This change will affect our reimbursement. In addition. ACA made other changes that affect the 
coverage and plan designs that arc or will be provided by many of our health plan clients. including the requirement for health insurers to meet a 
minimum medical loss ratio to avoid having to pay rebates to enrollees. These ACA changes may not affect our business directly. but they could 
indirectly impact our services and/or business practices. 

A highly competitive b11si11e.\·s e11viro11me11t. 

Each of our retail pharmacy business. L TC pharmacy business. retail health clinic business and pharmacy services business currently operates in a 

highly competitive and evolving health care environment. 

The competitive success of our retail pharmacy business is impacted by its ability to establish and maintain contractual relationships with PB Ms 
and other payors on acceptable terms. As a pharmacy retail business, we compete with other drugstore chains. supermarkets, on-line and other 
discount retailers, independent pharmacies, membership clubs, Internet companies, cunveniem:e stores and mass merchants, many of which are 

expanding into markets we serve. We also face competition from other retail health clinics. as well as other mail order pharmacies and PBMs. 
Competition may also come from other sources in the future. 

The competitive success of our L TC pharmacy business is dependent upon our ability to compete in each geographic region where we have 
operations. Jn the geographic regions we serve. we compete with PharMerica Corporation. our largest competitor. as well as with numerous local 
and regional institutional pharmacies, pharmacies owned by L TC facilities and local retail pharmacies. 

The competitive success of our pharmacy services business is impacted by its ability to establish and maintain contractual relationships with 
network pharmacies in an environment where some PBM clients are considering adopting narrow or restricted retail pharmacy networks. 
Competitors in the PBM industry (e.g., Express Scripts. OptumRx, Catamaran, Prime Therapeutics, Medlmpact and Humana). include large. national 
PBM companies. PB Ms owned by large national health plans and smaller standalone PBMs. Competition may also come from other sources in the 
future. Jn addition. changes in the overall composition of our pharmacy networks, or reduced pharmacy access under our networks. could 
adversely affect our claims volume and/or our competitiveness generally. 

Competitors in each of our business areas may offer services and pricing terms that we may not be willing or able to offer. Unless we can 
demonstrate enhanced value to our clients through innovative product and service offerings, particularly in a rapidly changing health care 
industry. we may be unable to remain competitive. 

Risks related to compliance with a broad and complex regulatory framework. 

Our business is subject to numerous federal. state and local laws and regulations. See "Business - Government Regulation.'' In addition. during the 
past several years. the United States health care industry has been subject to an increase in governmental regulation and enforcement activity at 
both the federal and state levels. Changes in these regulations may require extensive system and operating changes that may be difficult to 
implement. Untimely compliance or noncompliance with applicable laws and regulations could adversely affect the continued operation of our 
business. including. but not limited to: imposition of civil or criminal penalties; suspension or disgorgemcnt of payments from government 
programs; loss of required government certifications or approvals; loss of authorizations lo participate in or exclusion from government 
reimbursement programs, such as the Medicare and Medicaid programs; or loss of registrations or liccnsurc. The regulations to which we arc 
subject include. but are not limited to: the laws and regulations described in the Government Regulation section; accounting standards; securities 
laws and regulations; tax laws and regulations; laws and regulations relating to the protection of the environment and health and safety matters, 
including those governing exposure to. and the management and disposal of. hazardous materials and wastes; and laws and regulations of the 
FTC, the FCC. and the Consumer Product Safety Commission. as well as state regulatory authorities. governing the sale, advertisement and 
promotion of products that we sell. such as Boards of Pharmacy. The FDA. DEA and various states regulate the distribution of pharmaceuticals 
and controlled substances. We are required to hold valid DEA and state-level registrations and licenses. meet various security and operating 
standards and comply with the Controlled Substances Act and its accompanying regulations governing the sale, marketing, packaging, holding 
and distribution of controlled substances. The DEA, FDA and Slate regulatory authorities have broad enforcement powers, including the ability to 
suspend our registrations and licenses. seize or recall products and impose significant criminal. civil and administrative sanctions for violations of 
these laws and regulations. In addition, our business inlcrcsts outside of the United States arc subject to the Foreign Corrupt Practices Act and 
other applicable domes lie and intcrnalional laws and regulations. We are also subject to the terms of various government agreements and 

mandates. including those described in the Government Regulation section. In that regard. our business. financial position and results of 
operations could be adversely affected by existing and new 
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government legislative. regulatory action and enforcement activity. including. without limitation. any one or more of the following: 

federal and state laws and regulations concerning the submission of claims for reimbursement by Medicare. Medicaid and other 
government programs. whether at retail. mail. specialty or L TC: 
federal and state laws and regulations governing the purchase. distribution. tracking. management. compounding. dispensing and 
reimbursement of prescription drugs and related services. whether at retail. mail. specialty or L TC. and applicable registration or 
licensing requirements: 

heightcd enforcement of controlled substances regulations; 

the effect of the expiration of patents covering brand name drugs and the introduction of generic products: 

the frequency and rate of approvals by the FDA of new brand name and generic drugs. or of over-the-counter status for brand name 
drugs: 

rules and regulations issued pursuant to lllPAA and the lllTECH Act; and other federal and state laws affecting the collection. use, 
disclosure and transmission of health or other personal information. such as federal laws on information privacy precipitated by 
concerns about information collection through the Internet. state security breach laws and state laws limiting the use and disclosure 

of prescriber information: 
consumer protection laws affecting our health care services, our loyalty programs. the products we sell. the informational calls we 
make and/or the marketing of our goods and services: 

federal. state and local environmental, health and safety laws and regulations applicable to our business, including the management 
of hazardous substances, storage and transportation of hazardous materials, and various rccordkccping disclosure and procedure 
requirements promulgated by the Occupational Safety and Health Administration that may apply to our operations; 

health care reform. managed care reform and plan design legislation; 

FDA regulation affecting the retail. L TC or PBM industry; 

government regulation of the development, administration, review and updating offormularics and drug lists including requirements 
and/or limitations around formulary tiering and patient cost sharing: 

federal and state laws and regulations establishing or changing prompt payment requirements for payments to retail pharmacies; 

impact of network access legislation or regulations, including "any willing provider" laws, on our ability to manage pharmacy 
networks: 

administration of Medicare Part D, including legislative changes and/or CMS rulemaking and interpretation; 

Medicare and Medicaid regulations applicable to our L TC pharmacies and those of our client's facilities; 

insurance licensing and other insurance rt:gulatory requirt:mt:nts applicable to olTt:ring Medicare Part D programs and st:rvict:s or 
other health care services; 

government regulation allowing the importation of prescription drugs from Canada and elsewhere into the United States; and 

direct regulation of pharmacies or PBMs by regulatory and quasi-regulatory bodies. 

The health of the economy in general and in tile markets we serve. 

Our business is affected by the economy in general. including changes in consumer purchasing power, preferences and/or spending patterns. It is 
possible that a worsening of the economic environment will cause a decline in drug utilization. and dampen demand for pharmacy benefit 
management services as well as consumer demand for products sold in our retail stores. Further economic conditions including. interest rate 
fluctuations. changes in capital market conditions and regulatory changes may affect our ability to obtain necessary financing on acceptable 
terms. our ability to secure suitable store locations under acceptable terms and our ability to execute sale-leaseback transactions under acceptable 
terms. These changes in conditions could result in an adverse effect on our business and financial results. 

The possibility of client losses and/or the failure to win new b11si11e.~s. 

Our PBM business generates net revenues primarily by contracting with clients to provide prescription drugs and related health care services to 
plan members. PBM client contracts often have terms of approximately three years in duration, so approximately one third ofa PBM "s client base 
typically is subject to renewal each year. In some cases. however. PBM clients may negotiate a shorter or longer contract term or may require early 
or periodic renegotiation of pricing prior to expiration ofa contract. In addition, the rcputational impact ofa service-related incident could 
negatively affect our ability to grow and retain our client base. Further, the PBM industry has been affected by consolidation activity that may 
continue in the future. In the event one or more of our PBM clients is acquired by an entity that is not also our client. we may be unable to retain all 
or a portion of the acquired business. These circumstances, either individually or in the aggregate, could result in an adverse effect on our 
business and financial results. Therefore. we continually face challenges in competing for new PBM business and 
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retaining or renewing our existing PBM business. There can be no assurance that we will be able to win new business or secure renewal business 
on terms as favorable to us as the present terms. 

Additionally. with respect to our L TC pharmacy business. reimbursement under Medicare Part D. as well as reimbursement from certain private 
third-party payors. is determined pursuant to agreements that we negotiate with those payors or their pharmacy benefit manager representatives. 
Likewise, reimbursement from skilled nursing facilities for prescriptions we dispense is determined pursuant to our agreements with those skilled 
nursing facilities. The termination of these agreements generally causes our ability to provide services to any of the residents of that facility to 
cease. resulting in the loss of revenue from any source for those residents. 

Risks related to the frequency and rate of the introduction of generic drug.~ and brand name prescription products. 

The profitability of our business is dependent upon the utilization of prescription drug products. Utilization trends are affected by, among other 
factors. the introduction of new and successful prescription pharmaceuticals as well as lower-priced generic alternatives to existing brand name 
products. Accordingly. our business could be impacted by a slowdown in the introduction of new and successful prescription pharmaceuticals 
and/or generic alternatives (the sale of which normally yield higher gross profit margins than brand name equivalents). 

The failure or disr11ption of our infor111ation tec/11wlogy systems, our information .~ecurity ~ystems and our infrastructure l<J support our 
business and to protect the privacy and security of sensitive customer and business information. 

Many aspects of our operations arc dependent on our information systems and the information collected, processed, stored, and handled by these 
systems. We rely heavily on our computer systems to manage our ordering. pricing. point-of-sale, pharmacy fulfillment, inventory replenishment, 
claims processing, ExtraCarc customer loyalty program, finance, human resource and other processes. Throughout our operations. we receive. 
retain and transmit certain confidential information, including Pl! that our customers and clients provide to purchase products or services, enroll in 
programs or services, register on our websites. interact with our personnel, or otherwise communicate with us. In addition, for these operations. we 
depend in part on the secure transmission of confidential information over public networks. Our information systems are subject to damage or 
interruption from power outages, computer and telecommunications failures, computer viruses. security breaches including credit card information 
breaches, vandalism. catastrophic events and human error. Although we deploy a layered approach to address information security threats and 
vulnerabilities, including ones from a cybcrsccurity standpoint, designed to protect confidential information against data security breaches, a 
compromise of our information security controls or of those businesses with whom we interact, which results in confidential information being 
accessed. obtained, damaged, or used by unauthorized or improper persons, could harm our reputation and expose us to regulatory actions and 
claims from customers and clients, financial institutions, payment card associations and other persons, any of which could adversely affect our 
business. financial position, and results of operations. Moreover. a data security breach could require that we expend significant resources related 
to our information systems and infrastructure. and could distract management and other key personnel from performing their primary operational 
duties. 

If our information systems arc damaged, fail to work properly or otherwise become unavailable, or if we arc unable to successfully complete our 
planned consolidation of our PBM claims adjudication platforms, we may incur substantial costs to repair or replace them, and may experience 
rcputational damage. loss of critical information, customer disruption and interruptions or delays in our ability to perform essential functions and 
implement new and innovative services. In addition, compliance with changes in privacy and information security laws and standards may result in 
considerable expense due to increased investment in technology and the development of new operational processes. 

Risks relating to the market a1•ailability, suppliers and safety profiles of prescription drugs that we purchase and sell. 

We dispense significant volumes of brand-name and generic drugs from our retail. L TC and mail-order pharmacies and through our PBM 's network 
of retail pharmacies. When increased safety risk profiles or manufacturing or other supply issues of specific drugs or classes of drugs occur, or 
drugs become subject lo greater restrictions as controlled substances, physicians may cease writing prescriptions for these drugs or the utilization 
of these drugs may be otherwise reduced. 

Additionally, adverse publicity regarding drugs with higher safety risk profiles may result in reduced consumer demand for such drugs. On 
occasion, products arc withdrawn by their manufacLUrcrs or transition lo over-the-counter products. which can result in lower prescription 
utilization. In addition, future FDA rulings could restrict the supply or increase the cost ofpruducls sold lo our customers. Our volumes, net 
revenues. profitability and cash flows may decline as a result of such regulatory rulings or market changes. 
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Further, we acquire a substantial amount of our mail and specialty pharmacies' prescription drug supply from a limited number of suppliers. Our 
agreements with these suppliers are often short-term and easily cancelablc by either party without cause. In addition. these agreements may limit 
our ability to provide services for competing drugs during the term of the agreement and may allow the supplier to distribute through channels 
other than ours. Certain of these agreements also allow pricing and other terms to be adjusted periodically for changing market conditions or 
required service levels. A termination or modification to any of these relationships could have a material adverse effect on our business. financial 
condition and results of operations. Moreover. many products distributed by our specialty pharmacy business arc manufactured with ingredients 
that arc susceptible to supply shortages. In the event any products we distribute arc in limited supply for significant periods of time. our financial 
condition and results of operations could be materially and adversely affected. 

Regulatory and business changes refuting to our participation ill J',fedicure Part D. 

Medicare Part D has resulted in increased utilization and puts pressure on pharmacy gross margin rates due to regulatory and competitive 
pressures. Further, as a result of ACA and changes to the retiree drug subsidy rules, our PBM clients could decide to discontinue providing 

prescription drug benefits to their Medicare-eligible members. To the extent this occurs. the adverse effects of increasing customer migration into 
Medicare Part D may outweigh the benefits we realize from growth of our Medicare Part D business. In addition, if the cost and complexity of 
Medicare Part D exceed management's expectations or prevent effective program implementation or administration; if changes to the regulations 

regarding how drug costs are reported for Medicare Part Dare implemented in a manner that impacts the profitability of our Medicare Part D 
business; if changes to the regulations impact our ability to retain fees from third parties including network pharmacies; ifthe government alters 
Medicare program requirements or reduces funding because of the higher-than-anticipated cost to taxpayers of Medicare Part Dor for other 
reasons; ifwc fail to design and maintain programs that are attractive to Medicare participants; if CMS imposes restrictions on our Medicare Part D 

business as a result of audits or other regulatory actions; if we fail to successfully implement corrective action or other remedial measures 
sufficient to prevent or remove any applicable restrictions that may be imposed by CMS; or if we are not successful in retaining enrollees, or 

winning contract renewals or new contracts under Medicare Part D's competitive bidding process, our Medicare Part D services and the ability to 
expand our Medicare Part D services could be negatively impacted. 

RefiJrm of tlie United Stutes lieultli cure system. 

Congressional efforts to reform the United States health care system came to fruition in 20 I 0 with the passage of ACA. which resulted in 

significant structural changes to the health insurance system. See "Business - Government Regulation". 

Although many of the changes enacted by ACA have been implemented, some significant provisions have not yet been finalized (e.g., 

nondiscrimination in health programs and activities, excise tax on high-cost employer-sponsored health coverage). Therefore, uncertainty remains 
as to the full impact of ACA on our business. While these provisions may not affect our business directly. they affect the coverage and plan 
designs that are or will be provided by many of our health plan clients. As a result, they could indirectly impact our services and business 
practices. We cannot predict the effect. if any, the remaining ACA changes may have on our retail pharmacy, L TC pharmacy and pharmacy 
services businesses, and it is possible that other unanticipated legislative or market-driven changes in the health care system could also occur. 

Po.~sible c/iunge.~ in industry pricing benchmarks and drug pricing generally. 

It is possible that the pharmaceutical industry or regulators may evaluate and/or develop an alternative pricing reference to replace Average 
Wholesale Price ("A WP") or Wholesale Acquisition Cost ("WAC"), which are the pricing references used for many of our PBM and L TC client 
contracts, pharmaceutical purchase agreements, retail network contracts, specialty payor agreements and other contracts with third party payors in 
connection with the reimbursement of drug payments. Future changes to the use of A WP. WAC or to other published pricing benchmarks used to 

establish pharmaceutical pricing. including changes in the basis for calculating reimbursement by federal and state health programs and/or other 
payors. could impact the reimbursement we receive from Medicare and Medicaid programs. the reimbursement we receive from PBM clients and 
other payors and/or our ability to negotiate rebates and/or discounts with pharmaceutical manufacturers, wholesalers, PBMs and retail pharmacies. 
Additionally. any future changes in drug prices could be significantly different than our projections. The effect of these possible changes on our 
business cannot be predicted at this time. 

Product liability, product recall or per.wmul injury issues could damage our reputation; failure to maintain adequate liability insurance 
coverage. 

The products that we sell could become subject to contamination, product tampering, mislabeling, recall or other damage. In addition, errors in the 
dispensing and packaging of pharmaceuticals could lead to serious injury or death. Product liability or 
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personal injury claims may be asserted against us with respect to any of the products or pharmaceuticals we sell or services we provide. Our 
business involves the provision of professional services including by pharmacists. nurses and nurse practitioners that exposes us to professional 
liability claims. Should a product or other liability issue arise, the coverage limits under our insurance programs and the indemnilicatiun amounts 
available tu us may not be adequate to protect us against claims. We also may not be able to maintain this insurance on acceptable terms in the 
future. Damage to our reputation in the event ofa product liability or personal injury issue ur judgment against us or a product re.:all could have a 
significant adverse effect on our business. financial condition and results of operations. 

Relationship with our retail and specialty pharmacy customers and the demand for our products and services, including propriety brands. 

The success of our business depends in part on customer loyalty. superior customer service and our ability to persuade customers to purchase 
products in additional categories and our proprietary brands. Failure to timely identify or effectively respond to changing consumer preferences 
and spending patterns, an inability to expand the products being purchased by our clients and customers. or the failure or inability to obtain or 
offer particular categories of products could negatively affect our relationship with our clients and customers and the demand for our products and 

services. 

We offer our retail customers proprietary brand products that arc available exclusively at our retail stores and through our on line retail sites. The 
sale of proprietary products subjects us to unique risks including potential product liability risks and mandatory or voluntary product recalls. our 
ability to successfully protect our intellectual property rights and the rights of applicable third parties. and other risks generally encountered by 
entities that source. market and sell private-label products. Any failure to adequately address some or all of these risks could have an adverse 
effect on our business, results of operations and financial condition. Additionally, an increase in the sales of our proprietary brands may 
negatively affect our sales of products owned by our suppliers which, consequently. could adversely impact certain of our supplier relationships. 
Our ability to locate qualified. economically stable suppliers who satisfy our requirements. and to acquire sufficient products in a timely and 
effective manner, is critical to ensuring. among other things. that customer confidence is not diminished. Any failure to develop sourcing 
relationships with a broad and deep supplier base could adversely affect our financial performance and erode customer loyalty. 

Moreover, customer expectations and new technology advances from our competitors have required that our business evolve so that we arc able 
to interface with our retail customers not only face-to-face in our stores but also on line and via mobile and social media. Our customers are using 
computers, tablets, mobile phones and other electronic devices to shop in our stores and onlinc. as well as to provide public reactions concerning 
each facet of our operation. If we fail to keep pace with dynamic customer expectations and new technology developments. our ability to compete 
and maintain customer loyalty could be adversely affected. 

Finally. our specialty pharmacy business focuses on complex and high-cost medications that serve a relatively limited universe of patients. As a 
result. the future growth of our specialty pharmacy business is dependent largely upon expanding our base of drugs or penetration in certain 
treatment categories. Any contraction of our base of patients or reduction in demand for the prescriptions we currently dispense could have an 
adverse effect on our business. financial condition and results of operations. 

We are subject to payment-related risks that could increase our operating costs, expose us to fraud or theft, subject us to potemial liability 
and di.,·rupt our business operations. 

We accept payments using a variety of methods, including cash. checks. credit cards. debit cards. gift cards and potentially other technologies in 
the future. Acceptance of these payment methods subjects us to rules. regulations. contractual obligations and compliance requirements. 
including payment network rules and operating guidelines. data security standards and certification requirements. and rules governing electronic 
funds transfers. These requirements may change in the future. which could make compliance more difficult or costly. For certain payment options. 
including credit and debit cards. we pay interchange and other fees. which could increase periodically thereby raising our operating costs. We rely 
on third parties to provide payment processing services. including the processing of credit cards, debit cards, and various other forms of 
electronic payment. If these companies arc unable to provide these services to us. or if their systems arc compromised. our operations could be 
disrupted. The payment methods that we offer also expose us to potential fraud and theft by persons seeking to obtain unauthorized access to. or 
exploit any weaknesses in. the payment systems. lfwc fail to abide by applicable rules or requirements. or if data relating to our payment systems 
is compromised due to a breach or misuse. we may be responsible for any costs incurred by payment card issuing banks and other third parties or 
subject to fines and higher transaction fees. In addition. our reputation and ability to accept certain types of payments could each be harmed 
resulting in reduced sales and adverse effects on our results of operations. 
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We may he 1111uh/e to .rncce.\',\fully illlegrute companies acquired by u.\·. 

Upon the closing of any acquisition we complete. we will need to successfully integrate the products. services and related assets into our 
business operations. !fan acquisition is consummated. the integration of the acquired business. its products. services and related assets into our 
company may also be complex and time-consuming and. if the integration is not fully successful. we may not achieve the anticipated benefits. 
operating and cost synergies or growth opportunities of an acquisition. Potential difficulties that may be encountered in the integration process 
include the following: 

Integrating personnel. operations and systems. while maintaining focus on producing and delivering consistent, high quality 
products and services; 

Coordinating geographically dispersed organizations; 

Disruption of management's attention from our ongoing business operations; 

Retaining existing customers and attracting new customers; and 

Managing inefficiencies associated with integrating our operations. 

An inability to realize the full extent of the anticipated benefits, operating and cost synergies or growth opportunities of an acquisition. as well as 
any delays encountered in the integration process. could have a material adverse effect on our business and results of operation. which may affect 

the value of the shares of our common stock after the completion of an acquisition. Furthermore, these acquisitions. even if successfully 
integrated, may fail to further our business strategy as anticipated, expose us to increased competition or challenges with respect to our products, 
services or geographic markets, and expose us to additional liabilities associated with an acquired business including risks and liabilities 

associated with litigation involving the acquired business. Any one of these challenges or risks could impair our ability to realize any benefit from 

our acquisitions after we have expended resources on them. 

Our 011tstu11ding debt u11d associated payment ohligutio11s could, among otlter tlti11g.\", limit our ability to make i11creme11tu/ i11vestme11ts i11 our 
h11.\·i11e.\'.\'. 

Our current debt service costs associated with our increased debt levels may dampen incremental investments in our business and limit our 

flexibility to respond to industry changes and market conditions. In addition, our debt level and related debt service obligations could make it more 
difficult or expensive for us to obtain any required future financing for working capital, capital expenditures, acquisitions or other purposes. These 
circumstances could have a material adverse effect on our business operations and financial condition. 

Rish refuted to tlte seuso11ulity of our business. 

Although the majority of our revenues, particularly pharmacy revenues, arc generally not seasonal in nature. front store revenues tend to be 
higher during the December holiday season. Uncharacteristic or extreme weather conditions can adversely impact consumer shopping patterns as 

well. This could lead to lost sales, as well as increased snow removal and other costs, thereby negatively affecting our short-term results of 
operations. In addition, both pharmacy and front store revenues arc affected by the timing and severity of the cough, cold and flu season, which is 
susceptible to large fluctuations from year to year. 

Ri.\·h refuted to litigation u11d otlter legal proceedings. 

Pharmacy services, retail pharmacy and L TC pharmacy are highly regulated and litigious industries. We arc currently subject to various litigation 
matters, investigations, audits, inspections, government inquiries, and regulatory and legal proceedings. Litigation, and particularly securities and 
collective or class action litigation, is often expensive and disruptive. Further, under the qui lam or "whistleblower" provisions of the federal and 
various state false claims acts, private citizens may bring lawsuits alleging that a violation of the federal anti-kickback statute or similar laws has 
resulted in the submission of"false" claims to federal and/or state health care programs. including Medicare and Medicaid. We cannot predict the 
outcome of any of these matters. and the costs incurred may be substantial regardless of outcome. Our business, financial condition and results of 
operations may be adversely affected. or we may be required to materially change our business practices. as a result of such proceedings. We refer 
you to Item 3, "Legal Proceedings" for additional information. 

The foregoing is not a comprehensive listing of all possible risks and there can be no assurance that we have correctly identified and appropriately 
assessed all factors affecting the business. As such. we refer you to "Management's Discussion and Analysis of Financial Condition and Results 

of Operations," which includes our "Cautionary Statement Concerning Forward-Looking Statements" at the end of such section. of our Annual 

Report to Stockholders for the year ended December 31, 2015, which section is incorporated by reference herein. 
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Item I 8. Unresoh•ed Staff Comments 

There arc no unresolved SEC Staff Comments. 

Item 2. Properties 

We lease most of our stores under long-term leases that vary as to rental amounts. expiration dates. renewal options and other rental provisions. 
For additional information on the amount of our rental obligations for our leases, we refer you to Note 7 "Leases" in our Annual Report to 
Stockholders for the year ended December 31, 2015, which section is incorporated by reference herein. 

As of December 31, 2015, we owned approximately 4.0% of our 9,623 retail stores. Net selling space for our retail stores was approximately 
79.4 million square feet as of December 31, 2015. Approximately one fourth of our store base was opened or significantly remodeled within the last 

five years. 

We lease 1,672 retail pharmacies and 79 clinics in 47 states from Target Corporation ("Target"). 

We own ten distribution centers located in Alabama. California. Hawaii. Kentucky. New York. Rhode Island. South Carolina, Tennessee and Texas 
and lease 12 additional distribution facilities located in Arizona, Florida, Indiana, Michigan, New Jersey, Ohio, Pennsylvania, Texas, Virginia and 
Brazil. The 22 distribution centers total approximately 12.1 million square feet as of December 31. 2015. 

As of December 31. 2015, we owned five and leased 138 long-term care pharmacies in 42 states and owned one production facility in Kentucky. 

As of December 31, 2015, we owned one mail service dispensing pharmacy located in Texas and leased four additional mail order dispensing 
pharmacies located in Florida, Hawaii, Illinois and Pennsylvania; we leased call centers located in Missouri, Pennsylvania, Tennessee and Texas; 
we leased 32 onsite pharmacy stores and 24 specialty pharmacy stores, and leased 11 specialty mail order pharmacies; we leased 83 branches for 
infusion and enteral services, including approximately 73 ambulatory infusion suites and six centers of excellence. 

We own our corporate offices located in Woonsocket. Rhode Island. which totals approximately 1,000,000 square feet. In addition, we lease large 
corporate offices in Scottsdale. Arizona, Northbrook, Illinois, Cincinnati, Ohio, Monroeville, Pennsylvania, Irving, Texas, Miami, Florida and Sao 
Paulo, Brazil. 

In connection with certain business dispositions completed between 1991 and 1997, we continue to guarantee lease obligations for approximately 
72 former stores. We are indemnified for these guarantee obligations by the respective purchasers. These guarantees generally remain in effect for 
the initial lease term and any extension thereof pursuant to a renewal option provided for in the lease prior to the time of the disposition. For 
additional information, we refer you to Note 12 "Commitments and Contingencies" in our Annual Report to Stockholders for the year ended 
December 31, 2015, which section is incorporated by reference herein. 

Management believes that the Company's owned and leased facilities are suitable and adequate to meet the Company's anticipated needs. At the 
end of the existing lease terms, management believes the leases can be renewed or replaced by alternative space. 
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The following is a breakdown by state. District of Columbia. Puerto Rico and Brazil of our retail stores. pharmacies and clinics in Target stores. L TC 
hub and spoke pharmacies. onsite pharmacy stores. specialty pharmacy stores. specialty mail order pharmacies. mail order dispensing phannacies 
and branches and centers of excellence for infusion and en Lera I services as of December 31, 2015: 

lnrusion & 

LTCllub& Onslle Spedalry Special!)' :\lail Order Entcral 
Retail Pharmacies Spoke Pharmucy Pharmacy Mail Order Dispensing Sen· ices 

Stores "ithin Targel Pharmacies Stores Stores Pharmacies Pharmacies Locations Tor al 

United Stales: 

Alabama 158 22 2 184 

Alaska 

Arizona 147 45 2 198 

Arkansas IO 8 2 21 

California 867 251 10 3 10 I, 142 

Colorado 39 2 45 

Connecticut 153 20 176 

Delaware 17 3 20 

District of 
Columbia 60 62 

Florida 756 121 6 3 8 896 

Georgia 313 43 2 3 363 

llawaii 63 6 71 

Idaho 2 4 

Illinois 277 86 6 375 

Indiana 301 30 4 3 338 

Iowa 20 18 2 41 

Kansas 40 14 2 2 59 

Kentucky 66 9 80 

Louisiana 116 15 3 135 

Maine 22 29 

Maryland 177 39 2 224 

M assachusens 356 39 2 2 2 2 404 

Michigan 249 51 4 2 308 

Minnesota 61 74 3 140 

Mississippi 52 60 

Missouri 92 34 6 134 

Montana 14 2 17 

Nebraska 19 II 32 

Nevada 86 15 2 104 

New Hampshire 40 9 so 
New Jersey 286 44 4 339 

New Mexico 18 6 25 

New York 486 70 7 7 571 

North Carolina 313 49 4 371 

North Dakota 6 6 

Ohio 319 59 7 2 4 391 

Oklahoma 62 16 2 81 

Oregon 18 2 22 

Pennsylvania 408 64 6 3 486 

Puerto Rico 23 24 

Rhode Island 63 4 70 

South Carolina 191 19 3 2 216 

South Dakota 3 4 

Tennessee 136 27 3 3 171 

Texas 659 133 II 2 2 813 



Utah II 13 2 27 

Vermont 8 8 

Virginia 281 58 7 2 352 

Washington 4 30 4 42 

West Virginia 52 6 2 60 

Wisconsin 51 33 91 

Total 

United States 7,909 1,672 143 32 24 II 89 9,885 

Brazil 44 44 

Total 7,953 1,672 143 32 24 II 89 9,929 
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Item 3. Legal Proceedings 

I. Legal Proceedings 

We refer you to the Note 12 - ··commitments and Contingencies - Legal Matters" contained in the "Notes to the Consolidated Financial 

Statements" of our Annual Report to Stockholders for the year ended December 31, 2015, which section is incorporated by reference herein. 

II. En\'ironmental Matters 

Item 103 of SEC Regulation S-K requires disclosure of certain environmental legal proceedings if management reasonably believes that the 

proceedings involve potential monetary sanctions of S 100,000 or more. The Company is in the process of negotiating with United States 
Environmental Protection Agency, Region 6 to resolve claims of alleged historical noncompliance with hazardous waste regulations in connection 
with certain Omnicare pharmacies in Texas. Louisiana, Arkansas, New Mexico and Oklahoma. The Company is cooperating with regulators. These 

proceedings arc not material to the Company's business or financial position. 

Item 4. Mine Safety Disclosures 

Not applicable. 
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Executive Officers of the Registrant 

Executive Officers <!{the Registrant 

The following sets forth the name, age and biographical information for each of our executive officers as of February 9. 2016. In each case 
the officer's term of office extends to the date of the board of directors meeting following the next annual meeting of stockholders of the Company. 
Previous positions and responsibilities held by each of the executive officers over the past five years are indicated below: 

Lisa G. Bisaccia. age 59. Executive Vice President of CVS Health Corporation since March 2015 and Chief Human Resources Officer of CVS 
Health Corporation since January 20 IO; Senior Vice President of CVS Health Corporation from January 20 I 0 through February 2015; Vice President, 

Human Resources of CVS Pharmacy, Inc. from September 2004 through December 2009. Ms. Bisaccia is also a member of the Board of Directors of 
Aramark. Inc., a leading global provider of food, facilities and uniform services. 

Eva C. Bora/lo, age 49. Senior Vice President - Controller and Chief Accounting Officer of CVS Health Corporation since July 2013; Senior 
Vice President of PBM Finance from July 2010 through June 2013; Vice President. U.S. Market Finance Leader of Merck & Co .. Inc. from June 2009 
through June 20 I 0. 

Troyen A. Brennan, M.D .. age 61, Executive Vice President and Chief Medical Officer of CVS Health Corporation since November 2008; 
Executive Vice President and Chief Medical Officer of Aetna, Inc. from February 2006 through November 2008. 

David M. Denton, age 50, Executive Vice President and Chief Financial Officer of CVS Health Corporation since January 20 I 0; Senior Vice 
President and Controller/Chief Accounting Officer of CVS Health Corporation from March 2008 until December 2009; Senior Vice President, 
Financial Administration of CVS Health Corporation and CVS Phamiacy, Inc. from April 2007 to March 2008. Mr. Denton is also a member of the 
Board of Directors of Coach. Inc., a leading retailer of premium bags and luxury accessories. 

Helena B. Foulkes, age 51, Executive Vice President of CVS Health Corporation and President of CVS Pharmacy since January 2014; 
Executive Vice President and Chief Health Care Strategy and Marketing Officer of CVS Health Corporation from March 2011 through December 
2013; Executive Vice President and Chief Marketing Officer of CVS Health Corporation from January 2009 through February 2011; Senior Vice 

President of Health Services of CVS Health Corporation from May 2008 through January 2009, and of CVS Pharmacy, Inc. from October 2007 
through January 2009. Ms. Foulkes is also a member of the Board of Directors of The Home Depot, Inc .. a leading home improvement retailer. 

Stephen J. Gold. age 56. Executive Vice President of CVS Health Corporation since March 2015 and Chief Information Officer of CVS Health 
Corporation since July 2012; Senior Vice President of CVS Health Corporation from July 2012 through February 2015; Senior Vice President and 

Chief Information Officer of Avaya, Inc. from May 20 I 0 through June 2012; Executive Vice President, Chief Information Officer and Chief 
Technology Officer of GS I Commerce, Inc. from February 2005 through April 2010. 

J. David Joyner, age 51, Executive Vice President of CVS Health Corporation since March 2011 and Executive Vice President of Sales and 
Account Services, CVS Caremark since March 2004. 

Robert 0. Kraft, age 45, Executive Vice President of CVS Health Corporation and President - Omnicare since August 2015; Senior Vice 

President and Chief Financial Officer of Omnicare from September 2012 through August 2015; Senior Vice President - Finance of Omnicare from 

November 20 I 0 through September 2012; PricewaterhouseCoopers LLP from September 1992 to November 20 I 0. where he was a partner. 

Per C.H. lo)berg. age 68. Executive Vice President of CVS Health Corporation; Executive Vice President of CVS Health Corporation and 
President of CVS Caremark from January 20 I 0 through August 2012; President and Chief Executive Officer of Generation Health, Inc., a 
phamiacogenomics company, from November 2008 through December 2009. 

Larry J. Merlo, age 60, President and Chief Executive Officer of CVS Health Corporation since March 2011; President and Chief Operating 
Olfo.:er of CVS Health Corporation from May 2010 through March 2011; President of CVS Pharmacy from January 2007 through August 2011; 
Executive Vice President of CVS Health Corporation from January 2007 through May 20 IO; also a director of CVS Health Corporation since 
May2010. 
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Thomas M. Moriarty, age 52. Executive Vice President and General Counsel of CVS Health Corporation since October 2012 and Chief Health 
Strategy Officer since March 2014; General Counsel of Celgene Corporation, a global biophannaceutical company, from May 2012 through 
September 2012; General Counsel and Corporate Secretary of Medco Health Solutions, Inc. ('"Medco"). a pharmacy benefit management company. 
from March 2008 through April 2012; also President of Global Pharmaceutical Strategies of Medco from March 2011 through April 2012: Senior 
Vice President, Pharmaceutical Strategies and Solutions of Medco from September 2007 through March 2011. 

Jonathan C. Roberts, age 60, Executive Vice President of CVS Health Corporation and President of CVS Caremark since September 2012; 
Executive Vice President of CVS Health Corporation and Chief Operating Officer of CVS Caremark from October 20 I 0 through August 2011; 
Executive Vice President, Rx Purchasing. Pricing and Network Relations of CVS Health Corporation from January 2009 through October 20 IO; 
Senior Vice President and Chief Information Officer of CVS Health Corporation from May 2008 until January 2009, and of CVS Pharmacy, Inc. from 
January 2006 until January 2009. 

Andrew J. Sussman. M.D .• age 50, Executive Vice President of CVS Health Corporation since March 2015, Associate Chief Medical Officer of 
CVS Health Corporation since March 2011 and President of CVS MinuteClinic since September 2009; Senior Vice President of CVS Health 
Corporation from March 2011 through March 2015; Executive Vice President and Chief Operating Officer of the University of Massachusetts 
Memorial Medical Center, the major teaching affiliate of UM ass Medical School, from May 2004 through August 2009. 
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PART II 

Item 5. l\1arket for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities. 

Our common stock is listed on the New York Stock Exchange under the symbol ··cvs:· The table below sets forth the high and low closing prices 
of our common stock on the New York Stock Exchange Composite Tape and the quarterly cash dividends declared per share of common stock 

during the periods indicated. 

First Quarter Second Quarter Third Quarter Fourth Quarter Year 

2015 High s I 04.56 s 106.47 s 113.45 s 105.29 $ 113.45 

Low $ 94.16 s 98.74 $ 95.12 s 91.56 s 91.56 

Cash dividends per common share s 0.350 s 0.350 s 0.350 s 0.350 s 1.40 

2014 High $ 76.36 $ 79.43 s 82.57 s 98.62 $ 98.62 

Low s 64.95 s 72.37 s 74.69 s 77.40 s 64.95 

Cash dividends per common share $ 0.275 $ 0.275 s 0.275 s 0.275 s 1.10 

CVS Health has paid cash dividends every quarter since becoming a public company. Future dividend payments will depend on the Company's 
earnings, capital requirements, financial condition and other factors considered relevant by the Company's Board of Directors. As of February 3, 
2016. there were 22.646 registered shareholders according to the records maintained by our transfer agent. 

The following share repurchase programs were authorized by the Company's Board of Directors: 

In billions 

Authorization Date 

December 15, 2014 ("2014 Repurchase Program") 

December I 7, 2013 ("2013 Repurchase Program") 

September 19, 2012 ("2012 Repurchase Program") 

s 
s 
$ 

Authorized Remaining 

10.0 s 
6.0 $ 

6.0 s 

7.7 

The share Repurchase Programs, each of which was effective immediately, permit the Company to effect repurchases from time to time through a 
combination of open market repurchases, privately negotiated transactions, accelerated share repurchase ("ASR") transactions. and/or other 
derivative transactions. The 2014 Repurchase Program may be modified or terminated by the Board of Directors at any time. The 2013 and 2012 

Repurchase Programs have been completed. as described below. 

Pursuant to the authorization under the 2014 Repurchase Program, effective December I I, 2015, the Company entered into a $725 million fixed 

dollar ASR with Barclays Bank PLC ("Barclays"). Upon payment of the $725 million purchase price on December 14. 2015, the Company received a 
number of shares of its common stock equal to 80% of the $725 million notional amount of the ASR or approximately 6.2 million shares. The initial 
6.2 million shares of common stock delivered to the Company by Barclays were placed into treasury stock in December 2015. The ASR was 

accounted for as an initial treasury stock transaction for $580 million and a forward contract for S 145 million. The forward contract was classified as 
an equity instrument and was recorded within capital surplus on the consolidated balance sheet. On January 28. 2016. the Company received 1.4 
million shares of common stock, representing the remaining 20% of the $725 million notional amount of the ASR. thereby concluding the ASR. The 
remaining 1.4 million shares of common stock delivered to the Company by Barclays were placed into treasury stock in January 2016 and the 
forward contract was reclassified from capital surplus to treasury stock. 

Pursuant to the authorization under the 2013 Repurchase Programs. effective January 2. 2015. the Company entered into a $2.0 billion fixed dollar 
ASR agreement with J.P. Morgan Chase Bank ("JP Morgan"). Upon payment of the $2.0 billion purchase price on January 5. 2015, the Company 
received a number of shares of its common stock equal to 80% of the $2.0 billion notional amount of the ASR agreement or approximately 16.8 
million shares. which were placed into treasury stock in January 2015. On May I. 2015. the Company received approximately 3.1 million shares of 
common stock. representing the remaining 20% of the $2.0 billion notional amount of the ASR. thereby concluding the ASR. The remaining 3.1 
million shares of common stock delivered to the Company by JP Morgan were placed into treasury stock in May 2015. The ASR was accounted for 

as an initial treasury stock transaction for S 1.6 billion and a forward contract for S0.4 billion. The forward contract was classi tied as 
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an equity instrument and was initially recorded within capital surplus on the consolidated balance sheet and was reclassified to treasury stock 
upon the settlement of the ASR in May 2015. 

Each of the ASR transactions described above, the initial repurchase of the shares and delivery of the remainder of the shares to conclude each 
ASR, resulted in an immediate reduction of the outstanding shares used to calculate the weighted average common shares outstanding for basic 
and diluted earnings per share. 

During the year ended December 31, 2015, the Company repurchased an aggregate of 48.0 million shares of common stock for approximately $5.0 
billion under the 2013 and 2014 Repurchase Programs. As of December 31, 2015, there remained an aggregate of approximately $7.7 billion available 
for future repurchases under the 2014 Repurchase Program and the 2013 Repurchase Program was complete. 

Fiscal Period 

October 1, 2015 through October 3 1, 2015 

November I, 2015 through November 30, 2015 

December 1, 2015 through December 3 1, 2015 

Total Number 
of Shares 
Purchased 

4,010,003 

6,218,039 

10,228,042 
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Average 
Price Paid per 

Share 

s 100.84 

s 
s 93.28 

Approximate Dollar 
Total :\'umber of Shares Value of Shares that 

Purchased as Part of May Yet Be 
Publicly Announced Purchased Under the 
Plans or Programs Plans or Programs 

4,010,003 s 8,416,444,607 

s 8,416,444,607 

6,218,039 $ 7,690,617,031 

10,228,042 



Item 6. Selected Financial Data 

The selected consolidated financial data of CVS Health Corporation as of and for the periods indicated in the five-year period ended December 31, 
2015 have been derived from the consolidated financial statements of CVS Health Corporation. The selected consolidated financial data should be 
read in conjunction with the consolidated financial statements and the audit reports of Ernst & Young LLP, which are incorporated elsewhere 
herein. 

In millions, CHcpl per share amounts 2015 2014 2013 2012 2011 

Statement of operations data: 

Net revenues s 153.290 s 139.367 s 126.761 s 123.120 $ 107.080 

Gross profit 26.528 25.367 23.783 22.488 20.562 

Operating expenses 17.074 16.568 15.746 15.278 14,231 

Operating profit 9.454 8.799 8.037 7.210 6,331 

Interest expense. net 838 600 509 557 584 

Loss on early extinguishment of debt 521 348 

Income tax provision 3,386 3.033 2.928 2.436 2.258 

Income from continuing operations 5,230 4.645 4,600 3,869 3,489 

Income (loss) from discontinued operations, net 

of tax 9 (I) (8) (7) (31) 

Net income 5,239 4,644 4,592 3,862 3,458 

Net (income) loss attributable to noncontrolling 

interest (2) 2 4 

Net income attributable to CVS Health s 5,237 s 4,644 s 4,592 s 3.864 s 3.462 

Per common share data: 

Basic earnings per common share: 

Income from continuing operations attributable to 
CVS Health $ 4.65 s 3.98 $ 3.78 $ 3.05 $ 2.61 

Income (loss) from discontinued operations 
attributable to CVS Health s 0.01 s s (0.01) $ (0.01) $ (0.02) 

Net income attributable to CVS Health s 4.66 $ 3.98 $ 3.77 $ 3.04 $ 2.59 

Diluted earnings per common share: 

Income from continuing operations attributable to 
CVS Health s 4.62 s 3.96 s 3.75 s 3.02 s 2.59 

Income (loss) from discontinued operations 
attributable to CVS Health s 0.01 $ $ (0.01) $ (0.01) $ (0.02) 

Net income attributable to CVS Health s 4.63 s 3.96 s 3.74 s 3.02 s 2.57 

Cash dividends per common share s 1.40 $ I. IO $ 0.90 s 0.65 $ 0.50 

Balance sheet and other data: 

Total assets'" s 93.657 s 74,187 s 71.452 s 66,167 $ 64.794 

Long-term debt"' $ 26.267 s 11.630 s 12,767 s 9.079 $ 9.150 

Total shareholders' equity s 37.203 s 37.963 s 37,938 s 3 7.653 s 38.014 

Number of stores (at end of year) 9.681 7,866 7,702 7.508 7,388 

(I) As of June 30, 2015, the Company early adopted Accounting Standard Update No. 2015-03, Simp/if,,ing the Prese11tatio11 of Deht Issuance Costs (Topic 835-30) 
issued by the Financial Accounting Standards Board in April 2015. The effect of the adoption on the Company's consolidated balance sheet is a reduction in 
noncurrent assets and long-term debt of $65 million, $74 million, $54 million and $58 million as of December 31, 2014, 2013, 2012 and 2011, respectively. 
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Item 7. l\lanagcment's Discussion and Analysis of Financial Condition and Results of Operations 

We refer you to "Management's Disrnssion and Analysis or Financial Condition and Results or Operations," which includes our "Cautionary 
Statement Concerning Forward-Looking Statements" at the end of such section of our Annual Report to Stockholders for the year ended 
December 31. 2015, which section is incorporated by reference herein. 

Item 7A. Quantitative and Qualitative Disclosures about Market Risk 

As of December 31, 2015, the Company did not have any interest rate, foreign currency exchange rate or commodity derivative instruments in place 
and believes that as of December 3 I. 2015 its exposure lo interest rate risk (inherent in the Company's debt portfolio). foreign currency exchange 
rate risk and commodity price risk is not material. 

Item II. Financial Statements and Supplementary Data 

We refer you to the "Consolidated Statements of Income," "Consolidated Statements of Comprehensive Income," "Consolidated Balance Sheets," 
"Consolidated Statements of Shareholders' Equity," "Consolidated Statements of Cash Flows," "Notes to Consolidated Financial Statements," 
and "Report of Independent Registered Public Accounting Firm" of our Annual Report to Stockholders for the fiscal year ended December 31, 
2015. which sections arc incorporated by reference herein. 

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 

None. 

Item 9A. Controls and Procedures 

Evaluation of disclosure controls and procedures: The Company's Chief Executive Officer and Chief Financial Officer, after evaluating the 
effectiveness of the design and operation of the Company's disclosure controls and procedures (as defined in Rules 13a-l5 (f) and 15d-l5(f) under 
the Securities Exchange Act of I 934) as of December 31, 20 I 5, have concluded that as of such date the Company's disclosure controls and 
procedures were adequate and effective at a reasonable assurance level and designed to ensure that material information relating to the Company 
and its subsidiaries would be made known to such officers on a timely basis. 

Internal control over financial reporting: We refer you to "Management's Report on Internal Control Over Financial Reporting" and "Report of 
Independent Registered Public Accounting Firm" of our Annual Report to Stockholders for the fiscal year ended December 31, 2015, which are 
incorporated by reference herein, for management's report on the Company's internal control over financial reporting and the Independent 
Registered Public Accounting Firm's report with respect to the effectiveness of internal control over financial reporting. 

Changes in internal control over financial reporting: On August 18, 2015, the Company completed its acquisition of Omnicare. On December 16, 
2015. the Company completed its acquisition of the pharmacies and clinics of Target. In conducting our evaluation of the effectiveness of our 
internal controls over financial reporting. we have currently elected to exclude Omnicare and the pharmacies and clinics of Target from our 
evaluation for fiscal year 2015. as permitted under SEC rules. We are in the process of integrating the historical internal controls over financial 
reporting of Omnicare and the Target pharmacy and clinic businesses with the rest of the Company. Omnicare and the Target pharmacy and clinic 
businesses are included in the Company's 2015 consolidated financial statements and represent 18% of total assets as of December 31, 2015 and 
2% of net revenues for the year then ended. 

Other than the foregoing. there have been no changes in our internal controls over financial reporting identified in connection with the evaluation 
required by paragraph (d) of Rule I 3a- I 5 or Rule I 5d- I 5 that occurred during the fourth quarter ended December 31, 2015 that have materially 
affected. or arc reasonably likely to materially affect. our internal control over financial reporting. 

Item 98. Other Information 

No events have occurred during the fourth quarter that would require disclosure under this item. 
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PART Ill 

Item Ill. ()irectors, Exeeuti\'e Officers and Corporate Go\'ernance 

We refer you to our Proxy Statement for the 2016 Annual Meeting of Stockholders under the captions "Committees of the Board,'" "Code of 
Conduct," '"Director Nominations,"' "Audit Committee Report," "Biographies of our Board Nominees," and "'Section I 6(a) Beneficial Ownership 
Reporting Compliance;· which sections are incorporated by reference herein. Biographical information on our executive officers is contained in 

Part I of this Annual Report on Form 10-K. 

Item 11. Executi\'C Compensation 

We refer you to our Proxy Statement for the 2016 Annual Meeting of Stockholders under the captions "Executive Compensation and Related 
Matters," including "Compensation Discussion & Analysis" and "Management Planning and Development Committee Report," which sections 
arc incorporated by reference herein. 

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 

We refer you to our Proxy Statement for the 2016 Annual Meeting of Stockholders under the captions "Share Ownership of Directors and Certain 
Executive Officers," and "Share Ownership of Principal Stockholders" which sections are incorporated by reference herein, for information 

concerning security ownership of certain beneficial owners and management and related stockholder matters. 

The following table summarizes information about the Company's common stock that may be issued upon the exercise of options. warrants and 
rights under all of our equity compensation plans as of December 31, 2015. 

Equity compensation plans approved by stockholders 

Equity compensation plans not approved by stockholders 

Total 

(I) Shares in thousands. 

Number of 
securities to be 

issued upon 
exercise of 

outstanding 
options, warrants 

and rights'" 

24,341 

24.341 

Item 13. Certain Relationships and Related Transactions and Director Independence 

Number of securities 
Weighted remaining a\'ailable for 

average exercise future issuance under 
price of equity compensation 

outstanding plans (excluding 
options. warrants securities renected in 

and rights first column)'" 

s 57.60 23,752 

$ 57.60 23,752 

We refer you to our Proxy Statement for the 2016 Annual Meeting of Stockholders under the caption "Independence Determinations for Directors" 
and ''Certain Transactions with Directors and Officers," which sections are incorporated by reference herein. 

Item 14. Principal Accountant Fees and Services 

We refer you to our Proxy Statement for the 2016 Annual Meeting of Stockholders under the caption "Item 2: Ratification of Appointment of 
Independent Registered Public Accounting Firm," which section is incorporated by reference herein. 
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PART IV 

Item 15. Exhibits and Financial Statement Schedules 

A. Documents filed as part of this report: 

I. Financial Statements: 

The following financial statements are incorporated by reference from our Annual Report to Stockholders for the fiscal year ended December 31, 
2015, as provided in Item 8 hereof: 

Consolidated Statements or lm:ome for the Years Ended December 31, 2015, 2014 and 2013 

Consolidated Statemenl~ of Comprehensive Income for the Years Ended December 31, 2015, 2014 and 2013 

Consolidated Balance Sheets as of December 31, 2015 and 2014 

Consolidated Statements of Cash Flows for the Years Ended December 31, 2015, 2014 and 2013 

Consolidated Statements of Shareholders' Equity for the Years Ended December 31, 2015, 2014 and 2013 

Notes to Consolidated Financial Statements 

Report of Independent Registered Public Accounting Firm 

2. Financial Statement Schedules 

29 

30 

31 

32 

33 

34 
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All financial statement schedules arc omitted because they are not applicable, not required under the instructions, or the information is included in 

the consolidated financial statements or related notes. 

B. Exhibits 

Exhibits marked with an asterisk(•) are hereby incorporated by reference to exhibits or appendices previously filed by the Registrant as indicated 
in brackets following the description of the exhibit. 

Exhibit 

2.1• 

2.2* 

2.3* 

2.4* 

2.5* 

2.6* 

2.7* 

Description 

Agreement and Plan of Merger dated as of November I, 2006 among, the Registrant, Caremark Rx, Inc. and Twain MergerSub 
Corp. (incorporated by reference to Exhibit 2.1 to the Registrant's Registration Statement No. 333-1394 70 on Form S-4 filed 
December 19, 2006). 

Amendment No. I dated as of January 16, 2007 to the Agreement and Plan of Merger dated as of November I, 2006 among the 
Registrant, Caremark Rx, Inc. and Twain Merger Sub Corp. (incorporated by reference to Exhibit 2.2 to the Registrant's 
Registration Statement No. 333-1394 70 on Form S-4/ A filed January 16, 2007). 

Waiver Agreement dated as of January 16, 2007 between the Registrant and Caremark Rx, Inc. with respect to the Agreement 
and Plan Merger dated as of November I, 2006 by and between Registrant and Caremark Rx, Inc (incorporated by reference to 
Exhibit 2.3 to the Registrant's Registration Statement No. 333-139470 on Form S-4/A tiled January 16, 2007). 

Amendment to Waiver Agreement, dated as of February 12. 2007, between Registrant and Caremark Rx, Inc. (incorporated by 
reference to Exhibit 99.2 to the Registrant's Current Report on Forni 8-K dated February 13, 2007; Commission File No. 001-
0 IOI l ). 

Amendment to Waiver Agreement, dated as of March 8, 2007, between Registrant and Caremark Rx, Inc. (incorporated by 
reference to Exhibit 99.2 to the Registrant's Current Report on Form 8-K dated March 8, 2007; Commission File No. 001-01011 ). 

Agreement and Plan of Merger dated as of August 12, 2008, among the Registrant, Longs Drug Stores Corporation and Blue 
MergerSub Corp. (incorporated by reference to Exhibit 2.1 to the Registrant's Current Report on Form 8-K dated August 13, 
2008; Commission File No. 001-01011). 

Agreement and Plan of Merger. dated as of May 20. 2015. among CVS Pharmacy. Inc .. Tree Merger Sub, Inc. and Omnicare, Inc. 
(incorporated by reference to Exhibit 2.1 to the Registrant's Current Report on Form 8-K dated May 21. 2015; Commission File 
No. 001-01011). 
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3.1 * 

3.IA* 

3.18* 

3.IC* 

3.ID* 

3.IE* 

3.1 F* 

3.2* 

4 

4.1 * 

IO. I* 

10.2* 

10.3* 

10.4* 

10.5* 

10.6* 

Amended and Restated Certificate of Incorporation of the Registrant (incorporated by reference to Exhibit 3.1 of Registrant's 
Annual Report on Form I 0-K forthe fiscal year ended December 31, 1996; Commission File No. 001-0 IOI I). 

Certificate of Amendment to the Amended and Restated Certificate of Incorporation, effective May 13, 1998 (incorporated by 
reference to Exhibit 4.1 A to Registrant's Registration Statement No. 333-52055 on Form S-3/A dated May 18, 1998). 

Certificate of Amendment to the Amended and Restated Certificate of Incorporation (incorporated by reference to Exhibit 3.1 to 
Registrant's Current Report on Form 8-K dated March 22, 2007; Commission File No. 001-0I011 ). 

Certificate of Merger dated May 9, 2007 (incorporated by reference to Exhibit 3.1 C to Registrant's Quarterly Report on Form I 0-Q 
dated November I, 2007; Commission File No. 001-01011 ). 

Certificate of Amendment to the Amended and Restated Certificate of Incorporation (incorporated by reference to Exhibit 3.1 to 
Registrant's Current Report on Form 8-K dated May 13, 2010; Commission File No. 001-01011 ). 

Certificate of Amendment to the Amended and Restated Certificate of Incorporation (incorporated by reference to Exhibit 3.1 to 
the Registrant's Current Report On Form 8-K dated May 10, 2012; Commission File No. 001-01011). 

Certificate of Amendment to the Amended and Restated Certificate of Incorporation (incorporated by reference to Exhibit 3.1 to 
the Registrant's Current Report on Form 8-K dated September 3, 2014 (Commission File No. 001-01011 )). 

By-laws of the Registrant, as amended and restated (incorporated by reference to Exhibit 3.2 to the Registrant's Current Report 
on Form 8-K dated January 26, 2016; Commission File No. 001-01011). 

Pursuant to Regulation S-K, Item 60l(b}(4)(iii)(A), no instrument which defines the rights of holders of long-term debt of the 
Registrant and its subsidiaries is filed with this report. The Registrant hereby agrees to furnish a copy of any such instrument to 
the Securities and Exchange Commission upon request. 

Specimen common stock certificate (incorporated by reference to Exhibit 4.1 to the Registration Statement of the Registrant on 
Form 8-B dated November 4, 1996; Commission File No. 001-0I011 ). 

Stock Purchase Agreement dated as of October 14, 1995 between The TJX Companies, Inc. and Melville Corporation, as 
amended November 17, 1995 (incorporated by reference to Exhibits 2.1 and 2.2 to Melville's Current Report on Form 8-K dated 
December 4, 1995; Commission File No. 001-0I011 ). 

Stock Purchase Agreement dated as of March 25, 1996 between Melville Corporation and Consolidated Stores Corporation, as 
amended May 3, 1996 (incorporated by reference to Exhibits 2.1 and 2.2 to Melville's Current Report on Form 8-K dated May 5, 
1996; Commission File No. 001-01011 ). 

Distribution Agreement dated as of September 24, 1996 among Melville Corporation, Footstar, Im:. and Footstar Center, lnc. 
(incorporated by reference to Exhibit 99.1 to Melville's Current Report on Form 8-K dated October 28, 1996; Commission File 
No. 001-01011). 

Tax Disaffiliation Agreement dated as of September 24, 1996 among Melville Corporation, Footstar, Inc. and certain subsidiaries 
named therein (im:orporated by reference to Exhibit 99.2 to Melville's Current Report on Forni 8-K dated October 28, 1996; 
Commission File No. 001-01011). 

Stockholder Agreement dated as of December 2, 1996 between the Registrant, Nashua Hollis CVS, Inc. and Linens 'n 
Things, Inc. (incorporated by reference to Exhibit 10(i)(6) to the Registrant's Annual Report on Form 10-K for the fiscal year 
ended December 31, 1997; Commission File No. 001-01011 ). 

Tax Disaffiliation Agreement dated as of December 2, 1996 between the Registrant and Linens 'n Things, Inc. and certain of their 
respective affiliates (incorporated by reference to Exhibit IO(i)(7) to the Registrant's Annual Report on Form 10-K for the fiscal 
year ended December 31, 1997; Commission File No. 001-01011 ). 
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10.7* 

10.8* 

10.9* 

10.10• 

10.11 • 

10.12• 

10.13* 

10.14* 

10.15* 

10.16* 

10.17 

10.18 

10.19* 

10.20 

10.21 

Four Year Credit Agreement dated as of May 12, 2011 by and among the Registrant. the lenders party thereto. Barclays Capital 
and JP Morgan Chase Bank. N.A .. as Co-Syndication Agents. Bank of America. N.A. and Wells Fargo Bank. N.A .. as Co
DucumenLatiun Agents, and the Bank uf New York Mellon, as Administrative Agent (incorporated by reference tu Exhibit I 0.1 
to the Registrant's Quarterly Report on Form 10-Q for the fiscal quarter ended June 30, 2011; Cum mission File No. 001-0I011 ). 

Amendment Nu. 1, dated as uf November 22, 20 I I, Lu the Credit Agreement dated as uf May 12, 20 I I by and among the 
Registrant. the Lenders party thereto. the Co-Syndication Agents and Co-Documentation Agents named therein. and The Bank 
of New York Mellon, as Administrative Agent (incorporated by reference to Exhibit I 0.45 to the Registrant's Annual Report on 
Form I 0-K fur the fiscal year ended December 31, 2011; Commission File No. 001-0I011 ). 

Credit Agreement dated as of May 23. 2013. by and among the Registrant, the lenders party thereto, Barclays Bank PLC and 
JPMorgan Chase Bank. N.A .. as Co-Syndication Agents, Bank of America, N.A. and Wells Fargo Bank, N.A., as Co
Ducumelllatiun Agents, and The Bank uf New York Mellon, as Administrative Agent. (incorporated by reference Lo Exhibit I 0.1 
to the Registrant's Quarterly Report on Form I 0-Q for the fiscal quarter ended June 30, 2013 (Commission File No. 001-0I011 ). 

Amendment No. 2. dated as of May 23. 2013, to the Credit Agreement dated as of May 12, 2011. by and among the Registrant, 
the lenders party thereto, Barclays Capital and JPMorgan Chase Bank, N.A .. as Co-Syndication Agents, Bank of America, N.A. 
and Wells Fargo Bank. N.A .. as Co-Documentation Agents, and The Bank of America. N.A. and Wells Fargo Bank. N.A .. as Co
Documentation Agents, and The Bank of New York Mellon, as Administrative Agent, as previously amended by Amendment 
No. I, dated as of November 22, 2011 (incorporated by reference LO Exhibit I 0.2 Lo the Registrant's Quarterly Report on Form 10-
Q for the fiscal quarter ended June 30, 2013 (Commission File No. 001-0 I 011 ). 

Second Amended and Restated Credit Agreement, dated as of July 24. 2014, by and among the Registrant. the lenders party 
thereto. Barclays Bank PLC and JPMorgan Chase Bank, N.A., as Co-Syndication Agents, Bank of America, N.A. and Wells 
Fargo Bank. N.A .. as Co-Documentation Agents, and The Bank of New York Mellon, as Administrative Agent (incorporated by 
reference to Exhibit I 0.1 Lo the Registrant's Quarterly Report on Form I 0-Q for the quarter ended June 30. 2014 (Commission File 
No. 001-01011). 

Five Year Credit Agreement dated as of July I. 2015, by and among the Registrant. the lenders party thereto, Barclays Bank PLC 
and JPMorgan Chase Bank. N.A .. as Co-Syndication Agents, Bank of America. N.A. and Wells Fargo Bank. N.A .. as Co
Documentation Agents, and The Bank of New York Mellon, as Administrative Agent (incorporated by reference to Exhibit I 0.2 
to the Registrant's Quarterly Report on Form I 0-Q for the fiscal quarter ended June 30, 2015 (Commission File No. 001-01011 ). 

Supplemental Retirement Plan for Select Senior Management of CVS Health Corporation I as amended and restated in 
December 2008 (incorporated by reference to Exhibit I 0.6 to the Registrant's Quarterly Report on Forni I 0-Q for the quarter 
ended June 30, 2009; Commission File No. 001-0I011 ). 

CVS Health Curpuratiun 1996 Directors Stuck Plan, as amended and restated November 5, 2002 (incorporated by reference tu 
Exhibit I 0.18 to the Registrant's Annual Report on Form I 0-K fur the fiscal year ended December 28, 2002; Commission File 
No. 001-0IOl I). 

1997 Incentive Compensation Plan as amended through December 2008 (incorporated by reference to Exhibit I 0.8 to the 
Registrant's Quarterly Report on Form 10-Q for the 4uaner ended June 30, 2009; Commission File Nu. 001-01011 ). 

Caremark Rx, Inc. 2004 Incentive Stock Plan (incorporated by reference to Exhibit 99.2 of the Registrant's Registration Statement 
No. 333-141481 on Form S-8 filed March 22, 2007: Commission File No. 011-01011). 

CVS Health Deferred Stock Compensation Plan. as amended. 

CVS Health Deferred Compensation Plan. as amended. 

20 I 0 Incentive Compensation Plan, as amended through January 15, 2013 (incorporated by reference to Exhibit A to the 
Registrant's Definitive Proxy Statement on Form 14A filed March 27, 2015; Commission File No. 001-0IOl l). 

2007 Employee Stock Purchase Plan. as amended. 

The Registrant's 2015 Management Incentive Plan. 
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10.22 

I 0.23* 

10.24* 

10.25 

10.26* 
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David M. Denton 

Executive Vice President and Chief Financial Officer 
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ARTICLE I- INTRODUCTION 

1.1 Name of Plan. 

CVS Health Corporation (the "Company") hereby adopts the CVS Health Deferred Stock Compensation Plan as amended and 
restated as of October 1, 2015 (the "Plan"). 

1.2 Purpose of Plan. 

The purpose of the Plan is to provide certain eligible employees of the Company or an Affiliate authorized by the Committee to 
participate in the Plan with the opportunity to elect to defer receipt of shares of Stock under certain Stock-based compensation 
plans or arrangements. 

1.3 "Top Hat" Pension Benefit Plan. 

The Plan is an "employee pension benefit plan" within the meaning of ERISA. However, the Plan is unfunded and maintained for 
a select group of management or highly compensated employees and, therefore, it is intended that the Plan will be exempt 
from Parts 2, 3 and 4 of Title I of ERISA. The Plan is not intended to qualify under Section 401(a) of the Code. 

1.4 Funding. 

The Plan is unfunded. All benefits will be paid from the general assets of the Company. Participants in the Plan shall have the 
status of general unsecured creditors of the Company. 

1.5 Effective Date. 

The Plan was originally effective as of September 10, 1997, and amended and restated in its entirety effective as of October 1, 
2015 to reflect certain design and administrative changes desired by the Company. 

1.6 Administration. 

The Plan shall be administered by the Deferred Compensation Plans Committee, as defined in Article VII. 

1.7 Number and Gender. 

Wherever appropriate herein, words used in the singular shall be considered to include the plural and words used in the plural 
shall be considered to include the singular. The masculine gender, where appearing in the Plan, shall be deemed to include the 
feminine gender. The feminine gender, where appearing in the Plan, shall be deemed to include the masculine gender. 

1.8 Headings. 

The headings of Articles and Sections herein are included solely for convenience, and if there is any conflict between such 
headings and the text of the Plan, the text shall control. 

ARTICLE II - DEFINITIONS 

For purposes of the Plan, the following words and phrases shall have the meanings set forth below, unless their context clearly requires 
a different meaning: 

Page 16 



2.1 Account. 

The Deferral Account and the Grandfathered Deferral Account maintained by the Company on behalf of each Participant 
pursuant to the Plan. 

2.2 Affiliate. 

A subsidiary of the Company, as defined in the Company's Universal 409A Definition Document. 

2.3 Beneficiary. 

The person or persons (which may include trusts) designated in writing (either by hand or electronic submission) by the 
Participant on the beneficiary designation form prescribed by the Plan Administrator to receive the amounts, if any, payable 
under the Plan upon the death of the Participant. In the absence of such written designation by the Participant, the Beneficiary 
shall mean, in the following order, the Participant's spouse, if any; the person named as the Participant's beneficiary under the 
Company's life insurance program; or the Participant's estate. 

2.4 Board. 

The Board of Directors of the Company. 

2.5 Change in Control. 

"Change in Control" as such term is defined in Section 10(e) of the CVS Health Corporation 2010 Incentive Compensation Plan 
(for deferrals prior to October 1, 2015, under Section 10(c) of the CVS Caremark Corporation 1997 Incentive Compensation 
Plan) which definition, for purposes of amounts subject to Section 409A of the Code, shall comply with Section 409A of the 
Code. 

2.6 Code. 

The Internal Revenue Code of 1986, as amended. References to any provision of the Code or regulation (including a proposed 
regulation) thereunder shall include any successor provisions or regulations. 

2.7 Committee. 

The Management Planning and Development Committee of the Board of Directors of the Company or any other directors of the 
Company designated as the Committee. 

2.8 Deferral Account. 

The bookkeeping account (or subaccount(s) thereof) maintained for each Participant to record any and all deferrals made under 
the Plan. 

2.9 Deferred Stock. 

A right to receive Stock at the end of a specified deferral period (including upon the occurrence of specified events). 

2.10 Deferred Stock Compensation Election. 

The written election (either by hand or electronic submission) including any amendments, attachments and appendices thereto 
as prescribed by the Plan Administrator, regardless of how it may be titled, under which the Participant agrees to defer receipt 
of Stock under an award in the form of units denominated in Stock to be received from the Company or an Affiliate. This 
election as to deferral and the related form and timing of distribution is made by the Participant and constitutes 
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the agreement entered into between the Company and a Participant for participation in the Plan. The Participant elects the 
terms of his or her deferral pursuant to the provisions of this Plan and the administrative procedures established by the Plan 
Administrator. 

2.11 Disability. 

"Disability" as defined in the Company's Long-Term Disability Plan. 

2.12 Distribution Date. 

The date on which a Participant's distribution is scheduled to be paid with respect to his or her Account under the Plan 
pursuant to his or her Deferred Stock Compensation Election, which date shall take into account any processing period. 

2.13 Effective Date. 

September 10, 1997. 

2.14 Eligible Executive. 

An Executive who is eligible to participate in the Plan as provided in Section 3.1 (a). 

2.15 Employee. 

Any common-law full-time salaried exempt employee of the Company or an Affiliate who has been authorized by the 
Committee to participate in the Plan. 

2.16 ERISA. 

The Employee Retirement Income Security Act of 1974, as amended. 

2.17 Exchange Act. 

The Securities Exchange Act of 1934, as amended. References to any provision of the Exchange Act or rule thereunder shall 
include any successor provisions or rules. 

2.18 Executive. 

An Employee whose Base Salary (determined on the basis of a maximum forty (40) hour work week) equals or exceeds 
$150,000 (as adjusted from time to time by the Committee). 

2.19 Grandfathered Deferral Account. 

The bookkeeping account (or subaccount(s)) maintained for each Participant to record the part of a Participant's Deferral 
Account that was earned and vested as of December 31, 2004 and not subject to Section 409A of the Code. 

2.20 Participant. 

Each Eligible Executive participating in the Plan as set forth in Section 3.2. 

2.21 Plan Administrator. 

The Deferred Compensation Plans Committee appointed pursuant to Section 7.1 to administer the Plan. 
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2.22 Plan Year. 

A calendar year ending on December 31. 

2.23 Retirement. 

Termination of Employment with the Company and all Affiliates on or after (i) age fifty-five (55) and the completion of ten (10) or 
more Years of Service or, if earlier, (ii) age sixty (60) and the completion of five (5) or more Years of Service. For the 
Grandfathered Deferral Account, "Retirement" shall mean the Participant's termination of employment (i) at or after attaining 
age sixty (60) or (ii) at or after attaining age fifty-five (55) but prior to attaining age sixty (60), if such termination is approved in 
advance by the Plan Administrator. 

2.24 Specified Employee. 

"Specified Employee" as such term is defined in the Universal 409A Definition Document. 

2.25 Specific Future Year. 

A calendar year in the future elected by a Participant with respect to the distribution of his or her Account(s) (or subaccount(s) 
thereof) pursuant to the Plan. 

2.26 Stock. 

CVS Health Corporation Common Stock or any other equity securities of the Company designated by the Committee. 

2.27 Termination of Employment. 

"Termination of Employment" as such term is defined in the Universal 409A Definition Document. 

2.28 Trust. 

Any trust or trusts established or designated by the Company to hold Stock or other assets in connection with the Plan; 
provided, however, that the assets of such trusts shall remain subject to the claims of the general creditors of the Company. 

2.29 Trustee. 

The trustee of a Trust established under the Plan. 

2.30 Trust Agreement. 

The agreement entered into between the Company and the Trustee to carry out the purposes of the Plan, as amended or 
restated from time to time. 

2.31 Universal 409A Definition Document. 

The document developed by the Company for the purpose of defining terms relating to benefits or amounts in all plans covered 
by Section 409A of the Code and sponsored by the Company or any Affiliate. 

2.32 Year of Service. 

Twelve (12) months of continuous service with the Company and any of its Affiliates. 
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ARTICLE 111- ELIGIBILITY AND PARTICIPATION 

3.1 Eligibility. 

(a) An Employee who is an Executive on October 1 •• of a calendar year (or such other date in the calendar year as designated 
by the Committee) shall be eligible to participate in the Plan. The Committee may, in its sole discretion, designate other 
key employees of the Company or an Affiliate who are members of a select group of management or highly compensated 
employees as eligible to participate in the Plan. 

(b) Notwithstanding any Plan provision to the contrary, Employees must also be subject to the income tax laws of the United 
States in order to be eligible for participation in the Plan. 

(c) Subject to the provisions of Sections 3.3 and Section 4.1, an Eligible Executive shall remain eligible to continue 
participation in the Plan for each Plan Year following his or her initial year of participation in the Plan. 

3.2 Commencement of Participation. 

An Eligible Executive shall become a Participant effective as of the date that the Eligible Executive's first Deferred Stock 
Compensation Election becomes effective, provided that the Eligible Executive has provided such information as the Plan 
Administrator deems necessary to properly administer the Plan. 

3.3 Termination of Participation. 

(a) Participation shall cease when the benefits that have been credited to a Participant's Deferral Account have been 
distributed to him or her. 

(b) Subject to the provisions of Section 4.3, a Participant shall only be eligible to make Deferred Stock Compensation 
Elections under the Plan for as long as he or she remains an Eligible Executive. 

(c) If a former Participant who has incurred a Termination of Employment with the Company and all Affiliates and whose 
participation in the Plan ceased under Section 3.3(a) is reemployed as an Executive, the former Participant may again 
become eligible to participate in accordance with the provisions of Section 3.1. 

ARTICLE IV- DEFERRALS 

4.1 Deferrals. 

To the extent authorized by the Committee, a Participant may elect to defer any award or other compensation that is 
denominated in Stock to be received from the Company or an Affiliate, including shares issuable in connection with annual 
incentive awards or long term awards. In addition to any terms and conditions of deferral set forth under plans, programs or 
arrangements from which receipt of the Stock-denominated award is deferred, the Committee may impose limitations on the 
amounts permitted to be deferred and other terms and conditions of deferrals under the Plan. Any such limitations, and other 
terms and conditions of deferral, shall be set forth in the rules relating to the Plan or election forms, other forms, or instructions 
published by the Committee and/or the Plan Administrator. 
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4.2 Filing Requirements of Deferred Stock Compensation Elections. 

Subject to the following provisions of this Section, during an annual enrollment period established by the Plan Administrator in 
any Plan Year, an Eligible Executive described in Section 3.1 may elect, subject to Section 4.1 above, to defer Stock
denominated awards by submitting a Deferred Stock Compensation Election during such annual enrollment period. Under no 
circumstances may a Participant defer Stock-denominated awards to which the Participant has attained, at the time of 
deferral, a legally enforceable right to current receipt of such Stock-denominated awards. 

A Participant shall submit a Deferred Stock Compensation Election in the manner specified by the Plan Administrator and a 
Deferred Stock Compensation Election that is not timely filed shall be considered void and have no effect. If a Participant does 
not file a Deferred Stock Compensation Election applicable to his or her stock-denominated awards on or before the close of 
the applicable annual enrollment period (or such later date prescribed by the Plan Administrator), the Participant shall be 
deemed to have elected not to make a Deferred Stock Compensation Election for such awards. 

Subject to the provisions of this Article, an Eligible Executive must file a new Deferred Stock Compensation Election for each 
award he or she elects to defer. 

4.3 Modification or Revocation of Election by Participant. 

(a) Once a properly completed Deferred Stock Compensation Election form is received by the Company, the elections of 
the Participant shall be irrevocable: provided however, that subject to the requirements of Section 409A of the Code, 
the Committee and/or Plan Administrator may, in its discretion, permit a Participant to elect a further deferral of 
amounts credited to a Deferral Account by filing a later election form in accordance with Section 6.7, below. 

(b) If a Participant ceases to be an Executive after the date a Deferred Stock Compensation Election becomes effective 
but continues to be employed by the Company or an Affiliate, he or she shall continue to be a Participant and his or 
her Deferred Stock Compensation Election currently in effect shall remain in force, but such Participant shall not be 
eligible to make any further Deferred Stock Compensation Elections until such time as he or she shall once again 
become an Eligible Executive. 

ARTICLE V- DEFERRAL ACCOUNTS 

5.1 Establishment; Crediting of Amounts Deferred. 

One or more Deferral Accounts will be established for each Participant, as determined by the Plan Administrator. The amount 
of Stock-denominated awards deferred with respect to each Deferral Account will be credited to such Account as of the date on 
which such amounts would have been paid to the Participant but for the Participant's election to defer receipt hereunder. 
Unless otherwise determined by the Plan Administrator, shares will be credited to the Participant's Deferral Account as units of 
Deferred Stock (as opposed to cash amounts valued by reference to the market price of Stock). With respect to any fractional 
shares of Stock-denominated awards, the Plan Administrator shall either pay such fractional shares to the Participant in cash, 
credit the Deferral Account with cash in lieu of depositing fractional shares into the Deferral Account, or credit the Deferral 
Account with a fraction of a share calculated to at least three decimal places, as determined by the Plan Administrator. 

5.2 Deferred Stock As Sole Investment Vehicle. 
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Amounts credited as Deferred Stock to a Participant's Deferral Account may not be reallocated or deemed reinvested in any 
other investment vehicle, but shall remain as Deferred Stock until such time as the Deferral Account is settled in accordance 
with Article VI. 

5.3 Dividend Equivalents. 

Except as provided in Section 5.4, dividend equivalents will be credited on Deferred Stock credited to a Participant's Deferral 
Account as follows: 

(a) Cash and Non-Stock Dividends. If the Company declares and pays a dividend on Stock in the form of cash or property 
other than shares of Stock, then a number of additional shares of Deferred Stock shall be credited to a Participant's 
Deferral Account as of the payment date for such dividend equal to (A) the number of shares of Deferred Stock credited 
to the Deferral Account as of the record date for such dividend, multiplied by (B) the amount of cash plus the fair 
market value of any property other than shares actually paid as a dividend on each share at such payment date, 
divided by (C) the fair market value of a share of Stock at such payment date. 

(b) Stock Dividends and Splits. If the Company declares and pays a dividend on Stock in the form of additional shares of 
Stock, or there occurs a forward split of Stock, then a number of additional shares of Deferred Stock shall be credited 
to the Participant's Deferral Account as of the payment date for such dividend or forward Stock split equal to (A) the 
number of shares of Deferred Stock credited to the Deferral Account as of the record date for such dividend or split, 
multiplied by (B) the number of additional shares actually paid as a dividend or issued in such split in respect of each 
share of Stock. 

5.4 Trusts. 

The Committee may, in its discretion, establish one or more Trusts (including sub-accounts under such Trusts) and deposit 
therein shares of Stock equal in number to the number of shares of Deferred Stock then credited to a Participant's Deferral 
Account (or a specified subaccount). In such case, the provisions of Section 5.3 notwithstanding, the dividend equivalents 
payable on the Participant's Deferred Stock shall be equal to the actual dividends paid on the shares deposited in such Trust 
(which dividends shall be reinvested by the Trustee in additional shares of Stock), and shares may be delivered in settlement of 
the Participant's Deferred Stock from the assets in such Trusts. The Participant's rights with respect to directing the voting of 
shares held in such Trust or otherwise relating to such shares shall be determined by the Plan Administrator in its sole 
discretion. 

ARTICLE VI- DISTRIBUTION OF ACCOUNT 

6.1 Distribution Elections -Timing of Payment. 

(a) Subject to the limitations set forth in this Article VI, each time a Participant makes a Deferred Stock Compensation 
Election, the Participant shall designate on that applicable Deferred Compensation Election, that the distribution of such 
deferrals shall be made or commence as the case may be pursuant to Section 6.6 as of (i) the Participant's Retirement; or 
(ii) a Specific Future Year not later than the Plan Year in which the Participant attains age seventy-one (71) 

A Participant may choose different options with respect to each Deferred Stock Compensation Election. A Participant 
may not change the election made pursuant to the provisions of this Section 6.1, except as otherwise provided in 
Section 6.7 below. 
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i. Retirement. The distribution of the portion of a Participant's Deferral Account (or subaccount(s)) that is deferred to 
Retirement under this Section shall commence on the first business day in the January next following his or her 
Retirement, pursuant to the provisions of Section 6.6, provided, however, that with respect to a Participant who is a 
Specified Employee as of the date of his or her Retirement, payment of any portion of his or her Deferral Account 
(or any subaccount(s) thereof) that is subject to Section 409A of the Code will be delayed until the first business 
day of the seventh (7'") month following the date such Retirement occurs. 

ii. Specific Future Year. In the event a Participant elects to have the distribution of such deferrals made or 
commence as of a Specific Future Year, subject to rules established by the Plan Administrator, the deferral period 
must be at least five (5) Plan Years. The distribution of the portion of a Participant's Deferral Account (or 
subaccount(s)) that is deferred to a Specific Future Year shall commence on the first business day of January in 
that specific year pursuant to the provisions of Section 6.6. 

6.2 Disability Distributions. 

Notwithstanding the foregoing, if a Participant has a Termination of Employment because he or she has become Disabled, as 
determined by the Plan Administrator, such Participant will receive his or her entire Deferral Account in a single lump sum 
payment (including a Deferral Account with respect to which one or more installment payments have previously been made) 
which shall be made within seventy-five (75) days from the date of the Participant's Termination of Employment. 

6.3 Distributions in the Event of Death. 

Notwithstanding the foregoing, in the event of a Participant's death, the Participant's Beneficiary will receive a single lump sum 
payment in settlement of any Deferral Account (including a Deferral Account with respect to which one or more installment 
payments have previously been made) which shall be made within seventy-five (75) days following death. 

6.4 Distributions Upon Termination of Employment Other Than Retirement, Death or Disability. 

Notwithstanding the foregoing, in the event a Participant incurs a Termination of Employment from the Company and all 
Affiliates for any reason other than Retirement, death or Disability, said Participant will receive his or her entire Deferral 
Account in a single lump sum payment (including a Deferral Account with respect to which one or more installment payments 
have previously been made). Such payment shall be made within seventy-five (75) days of the date the Participant's 
Termination of Employment occurs; provided, however, that with respect to a Participant who is a Specified Employee as of the 
date of his or her Termination of Employment for reasons other than death, payment of any portion of his or her Deferral 
Account (or any subaccount(s) thereof) pursuant to the provisions of this Section 6.4 will be delayed until the first business day 
of the seventh (71h) month following the date such Termination of Employment occurs. 

6.5 Change in Control. 

Payments in settlement of any Deferral Account (including a Deferral Account with respect to which one or more installment 
payments have previously been made) shall be made in a single lump sum within forty-five (45) business days following a 
Change in Control. 

6.6 Form of Payment. 

(a) Installments. Substantially equal annual installments, as elected by the Participant, from two (2) to ten (10) years. The 
initial installment of an annual payment stream will begin as of the first business day of the January (a) next following the 
Participant's date of Retirement 
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or (b) of the Specific Future Year, as the case may be. Subsequent annual payments will be as of the first business 

day of each subsequent calendar year of the installment period. Each installment will be equal to a fraction of the 

Account balance (or subaccount(s) thereof) as of the date the installment is paid, with the numerator of the fraction 

being "1" and the denominator being the number of payments remaining in the payment schedule. 

Notwithstanding the foregoing provisions of this paragraph (a), if a Participant dies before receiving payment of the 
entire balance of his or her Deferral Account under the provisions of this Section, the remaining value of such Accounts 
shall be payable to his or her Beneficiary in accordance with the provisions of Section 6.8. 

(b) Lump sum. A Participant may elect distribution in the form of a single lump sum payment. Except for Specified 
Employees, distribution shall be made as of the first business day of the January (a) next following the Participant's date of 
Retirement or (b) of the Specific Future Year, as the case may be, in accordance with the provisions of set forth in Section 
6.1. 

(c) Distributions to a Participant made pursuant to Section 6.1 will occur pursuant to the Participant's payment elections at 
the time he or she submits the applicable Deferred Stock Compensation Election. A Participant may choose different 
forms of payment with respect to each Deferred Stock Compensation Election. In the absence of an election of the form of 
payment by a Participant on a Deferred Stock Compensation Election, the portion of the Participant's Account deferred 
pursuant to that Deferred Stock Compensation Election, adjusted pursuant to the provisions of Article V, shall be paid in a 
single lump sum. 

(d) A Participant shall not change his or her form of payment election, except as otherwise provided in Section 6.7 below. 

6.7 Change of Distribution Election. 

(a) In accordance with such procedures as the Plan Administrator may prescribe, a Participant may elect to change his or her 
Specific Future Year election under Section 6.1 (a)(ii) with respect to a portion of his or her Deferral Account to a later 
Specific Future Year by duly completing, executing and filing with the Plan Administrator a new Specific Future Year 
election applicable to such Deferrals, subject to the following limitations: 

i. such election must be made at least twelve (12) months prior to the Specific Future Year then in effect with 
respect to that portion of his or her Deferral or Account (or subaccount(s) thereof), and such election will not 
become effective until at least twelve (12) months after the date on which the election is made; and 

ii. the new Specific Future Year shall be a calendar year that is not less than five (5) years from the Specific Future 
Year then in effect. 

Notwithstanding the foregoing, a Participant may elect to delay his or her distribution from an elected Specific Future 
Year to the later of Retirement or a new Specific Future Year that is at least five (5) years from the Specific Future 
Year then in effect, provided the election is made in accordance with the foregoing provisions of this Section 6.7(a). A 
Participant may elect to delay his or her distribution from an elected Specific Future Year pursuant to this Section 6.7 
(a) more than once, provided that all such elections comply with the provisions of this Section 6.7(a). 

(b) In accordance with such procedures as the Plan Administrator may prescribe, a Participant may elect to delay the 
payment of a portion of his or her Deferral Account (or any subaccount(s) thereof) scheduled to be paid at his or her 
Retirement to his or her Retirement plus five 
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(5) calendar years by duly completing, executing and filing with the Plan Administrator a new Retirement election 

applicable to such deferrals; provided, however such election must be made at least twelve (12) months prior to 

Retirement and shall not become effective until at least twelve (12) months after the date on which the election is 

made. 

(c) In accordance with such procedures as the Plan Administrator may prescribe, a Participant may elect to change the form 
of payment election under Section 6.6 applicable to his or her distribution under Section 6.1 (a)(i) or (ii) by duly completing, 
executing and filing with the Plan Administrator a new form of payment election applicable to such deferrals, subject to the 
following limitations: 

i. such election must be made at least twelve (12) months prior to the Specific Future Year then in effect with 
respect to that portion of his or her Deferral Account (or subaccount(s) thereof), and such election will not become 
effective until at least twelve (12) months after the date on which the election is made; and 

ii. the distribution of that portion of his or her Deferral Account (or subaccount(s) thereof) shall be deferred for five (5) 
years from the date such amount would otherwise have been paid absent this election. 

(d) It is the Company's intent that the provisions of Sections 6.7(a), (b) and (c) comply with the subsequent election provisions 
in Section 409A(a)(4)(C) of the Code, related regulations and other applicable guidance, and this Section 6.7 shall be 
interpreted accordingly. The Plan Administrator may impose additional restrictions or conditions on a Participant's ability to 
make an election pursuant to this Section 6.7. For avoidance of doubt, a Participant may not elect to alter the distribution 
of any portion of his or her Deferral Account (or any subaccount(s) thereof) from Retirement to a Specific Future Year or, 
except as provided in paragraph (a) above, from a Specific Future Year to Retirement. 

6.8 Designation of Beneficiary. 

Each Participant shall have the right to designate a Beneficiary to receive payment of his or her Account in the event of death. 
Any such designation may be changed at any time by executing and submitting (either by hand or electronic submission) a 
new designation on a form prescribed by the Plan Administrator. 

6.9 Unclaimed Account. 

If the Plan Administrator is unable to locate a Participant or Beneficiary to whom an Account is payable, such Account may be 
forfeited to the Company upon the Plan Administrator's determination. Notwithstanding the foregoing, if subsequent to any 
such forfeiture, the Participant or Beneficiary to whom such Account is payable makes a valid claim, such forfeited Account 
shall be restored to the Plan and paid by the Company. 

6.10 Forfeited Stock. 

To the extent that Stock (i) is deposited in a Trust pursuant to Section 5.4 in connection with a deferral of a Stock-denominated 
award under any plan, program, employment agreement or other arrangement and (ii) is forfeited pursuant to the terms of such 
plan, program, agreement or arrangement, the Participant shall not be entitled to the value of such Stock and other property 
related thereto (including without limitation, dividends thereon) or other award or amount, or proceeds thereof. Any Stock 
forfeited shall be returned to the Company. 
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6.11 Hardship Withdrawals. 

A Participant may apply in writing to the Plan Administrator for, and the Plan Administrator may grant, a hardship withdrawal of 
all or any part of a Participant's Deferral Account if the Plan Administrator, in its sole discretion, determines that the 
Participant has incurred an Unforeseeable Emergency, as defined in the Universal 409A Definition Document. 

The Plan Administrator shall determine whether an event qualifies as a hardship within this Section, in its sole and absolute 
discretion. Such request shall be made in a time and manner determined by the Plan Administrator. The payment made from a 
Participant's Deferral Account (or any subaccount(s) thereof) pursuant to the provisions of this Section 6.10 shall not be in 
excess of the amount necessary to meet such financial hardship of the Participant, including amounts necessary to pay any 
federal, state or local income taxes with respect to the payment and shall not be available unless all other financial resources 
of the Participant have been exhausted. Payment shall be made in the month following the date the Plan Administrator 
determines that the Participant has incurred an unforeseeable severe financial hardship and grants the right to a withdrawal 
pursuant to this Section 6.10. 

6.12 Distribution of Grandfathered Deferral Account. 

Notwithstanding the foregoing provisions of this Article VI, the distribution from a Participant's Grandfathered Deferral Account 
(or subaccount(s)) shall be made pursuant to the provisions of the Plan as set forth on October 3, 2004, without regard to any 
amendments after October 3, 2004 which would constitute a material modification for Section 409A of the Code, as modified in 
Appendix A attached hereto. 

6.13 Form of Settlement. 

The Company shall settle a Participant's Deferral Account, and discharge all of its obligations to pay deferred compensation 
under the Plan with respect to such Deferral Account, by delivery of shares of Stock, including shares of Stock delivered out of 
the assets of any Trust. 

6.14 Adjustments. 

In the event that any dividend or other distribution {whether in the form of cash, Stock, or other property), recapitalization, 
forward or reverse split, reorganization, merger, consolidation, spin-off, combination, repurchase, share exchange, liquidation, 
dissolution or other similar corporate transaction or event affects the Stock such that an adjustment is determined by the 
Administrator or the Committee to be appropriate in order to prevent dilution or enlargement of a Participant's rights under the 
Plan, then the Plan Administrator or the Committee shall, in such manner as it may deem equitable, adjust any or all of the 
number and kind of shares of Stock to be issued upon settlement of Deferred Stock then credited to a Deferral Account under 
the Plan. 

ARTICLE VII - ADMINISTRATION 

7.1 Plan Administrator. 

The Plan shall be administered by the Deferred Compensation Plans Committee, appointed by the Committee as Plan 
Administrator. The Plan Administrator shall be responsible for the general operation and administration of the Plan and for 
carrying out the provisions thereof. The Plan Administrator may delegate to others certain aspects of the management and 
operations of the Plan including the employment of advisors and the delegation of ministerial duties to qualified individuals, 
provided that such delegation is in writing. 
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7.2 General Powers of Administration. 

The Plan Administrator shall have the exclusive responsibility and complete discretionary authority to control the operation, 
management and administration of the Plan, with all powers necessary to enable it properly to carry out such responsibilities, 
including, but not limited to, the power to interpret the Plan and any related documents, to establish procedures for making any 
elections called for under the Plan, to make factual determinations regarding any and all matters arising hereunder, including, 
but not limited to, the right to determine eligibility for benefits, the right to construe the terms of the Plan, the right to remedy 
possible ambiguities, inequities, inconsistencies or omissions, and the right to resolve all interpretive, equitable or other 
questions arising under the Plan. The decisions of the Plan Administrator or such other party as is authorized under the terms 
of any grantor trust on all matters shall be final, binding and conclusive on all persons to the extent permitted by law. The Plan 
Administrator shall have all powers necessary or appropriate to enable it to carry out its administrative duties. Not in limitation, 
but in application of the foregoing, the Plan Administrator shall have the duty and power to interpret the Plan and determine all 
questions that may raise hereunder as to the status and rights of Employees, Participants, Beneficiaries, and any other 
person. The Plan Administrator may exercise the powers hereby granted in its sole and absolute discretion. No member of the 
Deferred Compensation Plans Committee shall be personally liable for any actions taken by the Plan Administrator unless the 
member's action involves gross negligence or willful misconduct. 

7.3 Costs of Administration. 

The costs of administering the Plan shall be borne by the Company unless and until the Participant receives written notice of 
the imposition of such administrative costs; with such costs to begin with the next Plan Year and none may be assessed 
retroactively for prior Plan Years. 

Such costs shall be charged against the Participant's Account and shall be uniform or proportional for all Participants. Such 
costs shall not exceed the standard rates for similarly designed nonqualified plans under administration by high quality third 
party administrators at the time such costs are initially imposed and thereafter. 

7.4 Indemnification. 

The Company shall indemnify each director, officer or employee of the Company or any Affiliate and each member of the 
Committee and Deferred Compensation Plans Committee, including any subcommittee or delegates thereof, against any and 
all claims, losses, damages, expenses, including attorney's fees, incurred by them, and any liability, including any amounts 
paid in settlement with their approval, arising from their action or failure to act, except when the same is judicially determined 
to be attributable to their gross negligence or willful misconduct, as a result of the fact that he or she is or was serving the Plan 
in any capacity at the request of the Company. 

7.5 409A Compliance. 

With respect to the accounts subject to Section 409A of the Code, the Plan is intended to comply with the requirements of 
Section 409A of the Code and the provisions hereof shall be interpreted in a manner that satisfies the requirements of Section 
409A of the Code and the regulations thereunder, and the Plan shall be operated accordingly. Regardless of, and superseding 
any other provision of the Plan to the contrary, if any provision of the Plan would otherwise frustrate or conflict with this intent, 
the provision will be interpreted and deemed amended so as to avoid this conflict. With respect to a Participant who is a 
Specified Employee as of the date of his or her Termination of Employment for reasons other than death, payment of any 
amounts subject to Section 409A of the Code on account of his or her Termination of Employment will be delayed until the first 
day of the seventh (7'") month following the date such Termination of Employment occurs. 
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7.6 Sources of Stock: Limitation on Amount of Stock-Denominated Deferrals. 

If shares of Stock are deposited under the Plan in a Trust pursuant to Section 5.4 in connection with a deferral of a Stock
denominated award under another plan, program, employment agreement or other arrangement that provides for the issuance 
of shares, the shares so deposited shall be deemed to have originated, and shall be counted against the number of shares 
reserved, under such other plan, program or arrangement. Shares of Stock actually delivered in settlement of Deferral Accounts 
shall be originally issued shares or treasury shares, in the discretion of the Plan Administrator. 

ARTICLE VIII- CLAIMS PROCEDURE 

8.1 Claims. 

A person who believes that he or she is being denied a benefit to which he or she is entitled under the Plan (hereinafter referred 
to as a "Claimant") may file a written request for such benefit with the Plan Administrator, setting forth his or her claim. The 
request must be addressed to the Senior Vice President, Compensation and Benefits, at the Company's then principal place of 
business. 

8.2 Claim Decision. 

Upon receipt of a claim, the Plan Administrator or its delegate shall review and determine the claim within ninety (90) days. If 
the Plan Administrator determines that additional time is needed to review the claim, the Plan Administrator will provide the 
Claimant with a notice of the extension before the end of the initial ninety (90)-day period. The notice of extension will provide 
the date by which the Plan Administrator expects to make a decision. 

If the claim is denied in whole or in part, the Plan Administrator shall notify the Claimant in writing of the following: 

(a) The reason or reasons for such denial; 

(b) The pertinent provisions of the Plan; 

(c) Appropriate information as to the steps to be taken if the Claimant wishes to submit the claim for review; and 

(d) The time limits for requesting a review under this Section. 

8.3 Request for Review/Appeal. 

Within sixty (60) days after the receipt by the Claimant of the initial written notice of a denial, the Claimant may request in 
writing that the initial determination be reviewed. Such request must be addressed to the Senior Vice President, Compensation 
and Benefits, at the Company's then principal place of business. The Claimant or his or her duly authorized representative 
may, but need not, submit issues and comments in writing for consideration by the Appeals Committee, a subcommittee of 
the Deferred Compensation Plans Committee. If the Claimant does not request a review of the initial determination within such 
sixty (60)-day period, he or she shall be barred and stopped from challenging the Plan Administrator's initial determination. 

8.4 Review of Decision. 

Within sixty (60) days after the Plan Administrator's receipt of a request for review, the Appeals Committee of the Plan 
Administrator will review the Plan Administrator's initial determination. After considering all materials presented by the 
Claimant, the Appeals Committee will render a written decision, setting forth the reasons for the decision and containing 
references to the pertinent 
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prov1s1ons of the Plan. If the Appeals Committee requires an extension of the sixty (60)-day time period, the Appeals 
Committee will so notify the Claimant and will render the decision as soon as possible, but no later than one hundred twenty 
(120) days after receipt of the request for review. 

8.5 Time Limit for Bringing Legal Action. 

Any legal action by the Claimant must be brought within ninety (90) days following the date of the decision on the final review 
under Section 8.4 above. 

ARTICLE IX- MISCELLANEOUS 

9.1 Not Contract of Employment. 

The adoption and maintenance of the Plan shall not be deemed to be a contract between the Company or an Affiliate and any 
person and shall not be consideration for the employment of any person. Nothing herein contained shall be deemed to give any 
person the right to be retained in the employ of the Company or an Affiliate or to restrict the right of the Company or an Affiliate 
to discharge any person at any time nor shall the Plan be deemed to give the Company or an Affiliate the right to require any 
person to remain in the employ of the Company or an Affiliate or to restrict any person's right to terminate his or her 
employment at any time. 

9.2 Non-Assignability of Benefits. 

No Participant, Beneficiary or distributees of benefits under the Plan shall have any power or right to transfer, assign, 
anticipate, hypothecate or otherwise encumber any part or all of the amounts payable hereunder, which are expressly declared 
to be unassignable and nontransferable. Any such attempted assignment or transfer shall be void. No amount payable 
hereunder shall, prior to actual payment thereof, be subject to seizure by any creditor of any such Participant, Beneficiary or 
other distributees for the payment of any debt judgment or other obligation, by a proceeding at law or in equity, nor transferable 
by operation of law in the event of the bankruptcy, insolvency or death of such Participant, Beneficiary or other distributee 
hereunder. 

9.3 Receipt and Release. 

Payments (in any form) to any Participant or Beneficiary in accordance with the provisions of the Plan shall, to the extent 
thereof, be in full satisfaction of all claims for any compensation deferred, or otherwise relating to any Deferral Account, under 
the Plan against the Company or any subsidiary thereof, the Committee, or the Plan Administrator. In the case of any payment 
under the Plan of less than all amounts then credited to a Deferral Account in the form of Stock, the amounts paid shall be 
deemed to relate to the Stock credited to the account at the earliest time. 

9.4 Withholding and Deduction and Taxes. 

All deferrals and payments provided for hereunder shall be subject to applicable withholding and other deductions as shall be 
required of the Company under any applicable local, state or federal law. The Company may require that the Participant or 
Beneficiary making a deferral or receiving payments pay to the Company the amount of any federal, state or local taxes, if any, 
that the Company or any Affiliate is required to withhold with respect to such deferrals or payments or the Company or any 
Affiliate may deduct from other wages paid by the Company or any Affiliate the amount of any withholding taxes due with 
respect to such deferrals or payments. A Participant or Beneficiary shall be solely responsible for any tax consequences 
related to deferrals or payments made under the Plan. The Company shall have no obligation to make any payment under the 
Plan until the Company's or any Affiliate's tax withholding obligations have been satisfied by the Participant or Beneficiary. 

Page 119 



9.5 Amendment and Termination. 

The Committee or its delegate may from time to time. in its discretion, amend, in whole or in part, any or all of the provisions of 
the Plan; provided, however, that no amendment may be made that would impair the rights of a Participant with respect to 
amounts already allocated to his or her Account without the Participant's consent. To the extent consistent with the rules 
relating to plan terminations and liquidations in Treas. Reg. Section 1.409A-3(j)(4 )(ix) or otherwise consistent with Section 
409A of the Code, the Committee, in its sole discretion, may terminate the Plan and any related Deferred Stock Compensation 
Election at any time and in that event the Committee may provide that, without the prior written consent of Participants, the 
Participants' Accounts shall be distributed in a single lump sum in shares. In the event of a Plan termination, the distribution of 
a Participant's Grandfathered Deferral Account shall be made pursuant to the provisions of the Plan as set forth on October 3, 
2004, without regard to any amendments after October 3, 2004 which would constitute a material modification for Section 409A 
of the Code, as modified in Appendix A attached hereto. 

9.6 Compliance with Securities and Other Laws. 

Notwithstanding any Plan provision to the contrary, the Committee may at any time impose such restrictions on the Plan and 
participation therein, including limiting the amount of any deferral or the timing thereof, as the Committee may deem advisable 
from time to time in order to comply or preserve compliance with any applicable laws, including any applicable state and 
federal securities laws and exemptions from registration available thereunder. 

The Company shall impose such restrictions on Stock delivered to a Participant hereunder and any other interest constituting a 
security as it may deem advisable in order to comply with the Securities Act of 1933, as amended, the requirements of the 
New York Stock Exchange or any other stock exchange or automated quotation system upon which the Stock is then listed or 
quoted, any applicable state securities laws, any provision of the Company's Certificate of Incorporation or Bylaws, or any 
other law, regulation, or binding contract to which the Company is a party. 

9.7 Provisions Relating to Section 16 of the Exchange Act. 

With respect to a Participant who is then subject to the reporting requirements of Section 16(a) of the Exchange Act, the 
Committee and Plan Administrator shall implement transactions under the Plan and administer the Plan in a manner that will 
ensure that each transaction by such a Participant is exempt from or otherwise not subject to liability under Rule 16b-3, except 
that such a Participant may be permitted to engage in a non-exempt transaction under the Plan if written notice is given to the 
Participant regarding the non-exempt nature of such transaction. 

9.8 No Trust Created. 

Nothing contained in the Plan and no action taken pursuant to its provisions by the Company or any person, shall create, nor 
be construed to create, a trust of any kind or a fiduciary relationship between the Company or an Affiliate and the Participant, 
Beneficiary, or any other person. 

9.9 Unsecured General Creditor Status of Employee. 

The Plan is intended to constitute an "unfunded" plan for deferred compensation and Participants shall rely solely on the 
unsecured promise of the Company for payment hereunder. With respect to any payment not yet made to a Participant under 
the Plan, nothing contained in the Plan shall give a Participant any rights that are greater than those of a general unsecured 
creditor of the Company; provided, however, that the Committee may authorize the creation of Trusts, including but not limited 
to the Trusts referred to in Section 5.4 hereof, or make other arrangements to meet the Company's obligations under the Plan, 
which Trusts or other arrangements shall be consistent with the "unfunded' status of the Plan unless the Committee otherwise 
determines with the consent of each affected Participant. 

No Participant shall have any of the rights or privileges of a stockholder of the Company under the Plan, including as a result of 
the crediting of Stock-denominated units or other amounts to a Deferral 
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Account, or the creation of any Trust and deposit of such Stock therein, except at such time as Stock may be actually 
delivered to the Participant in settlement of a Deferral Account. 

9.10 Limitation. 

A Participant and his or her Beneficiary shall assume all risk in connection with any decrease in value of the Deferral Account, 
and neither the Company nor the Committee or the Plan Administrator shall be liable or responsible therefor. 

9.11 Payment to Minors and Incompetents. 

If any Participant, spouse, or Beneficiary entitled to receive any benefits hereunder is a minor or is deemed by the Plan 
Administrator or is adjudicated to be legally incapable of giving a valid receipt and discharge for such benefits, the benefits will 
be paid to the person or entity as the Plan Administrator determines has been appointed or established to receive such 
payment on behalf of such person. Such payment shall, to the extent made, be deemed a complete discharge of any payment 
obligation under the Plan. 

9.12 Acceleration of or Delay in Payments. 

The Plan Administrator, in its sole and absolute discretion, may elect to accelerate the time or form of payment of a benefit 
owed to the Participant hereunder, provided such acceleration is permitted under Treas. Reg. Section 1.409A-3U)(4) and any 
subsequent guidance. The Plan Administrator may also, in its sole and absolute discretion, delay the time for payment of a 
benefit owed to the Participant hereunder, to the extent permitted under Treas. Reg. Section 1.409A- 2(b)(7) and any 
subsequent guidance. 

9.13 Severability. 

If any provision of the Plan shall be held illegal or invalid for any reason, said illegality or invalidity shall not affect the remaining 
provisions hereof; instead, each provision shall be fully severable and the Plan shall be construed and enforced as if said illegal 
or invalid provision had never been included herein. 

9.14 Governing Laws. 

All provisions of the Plan shall be construed in accordance with the laws of Rhode Island, except to the extent preempted by 
federal law. 

9.15 Binding Effect. 

The terms of the Plan shall be binding on each Participant and his or her heirs and legal representatives and on the Company 
and its successors and assigns. 
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CVS HEALTH CORPORATION 

DEFERRED COMPENSATION PLAN 
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ARTICLE I - INTRODUCTION 

1.1 Name of Plan. 

CVS Health Corporation (the "Company") hereby adopts the CVS Health Deferred Compensation Plan as amended and 
restated as of October 1, 2015 (the "Plan"). 

1.2 Purpose of Plan. 

The purpose of the Plan is to provide certain eligible employees of the Company or an Affiliate authorized by the Committee to 
participate in the Plan the opportunity to defer elements of his or her compensation which might not otherwise be deferrable 
under other plans maintained by the Company or an Affiliate and to make deferrals and receive contributions that would be 
obtainable under the 401 (k) and Employee Stock Ownership Plan of CVS Health Corporation and Affiliated Companies ("Future 
Fund") in the absence of certain restrictions and limitations in the Internal Revenue Code. 

1.3 "Top Hat" Pension Benefit Plan. 

The Plan is an "employee pension benefit plan" within the meaning of ERISA. However, the Plan is unfunded and maintained for 
a select group of management or highly compensated employees and, therefore, it is intended that the Plan will be exempt 
from Parts 2, 3 and 4 of Title I of ERISA. The Plan is not intended to qualify under Section 401 (a) of the Code. 

1.4 Funding. 

The Plan is unfunded. All benefits will be paid from the general assets of the Company. Participants in the Plan shall have the 
status of general unsecured creditors of the Company. 

1.5 Effective Date. 

The Plan was originally effective as of January 1, 1997, and amended and restated in its entirety effective as of December 31, 
2008, to comply with the provisions of Section 409A of the Internal Revenue Code and regulations promulgated thereunder and 
as of December 17, 2014 and October 1, 2015 to reflect certain design and administrative changes desired by the Company. 

1.6 Administration. 

The Plan shall be administered by the Deferred Compensation Plans Committee, as defined in Article VII. 

1.7 Number and Gender. 

Wherever appropriate herein, words used in the singular shall be considered to include the plural and words used in the plural 
shall be considered to include the singular. The masculine gender, where appearing in the Plan, shall be deemed to include the 
feminine gender. The feminine gender, where appearing in the Plan, shall be deemed to include the masculine gender. 

1.8 Headings. 

The headings of Articles and Sections herein are included solely for convenience, and if there is any conflict between such 
headings and the text of the Plan, the text shall control. 
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ARTICLE II - DEFINITIONS 

For purposes of the Plan, the following words and phrases shall have the meanings set forth below, unless their context clearly requires 
a different meaning: 

2.1 Account. 

The Company Account, Deferral Account, Grandfathered Company Account, and the Grandfathered Deferral Account 
maintained by the Company on behalf of each Participant pursuant to the Plan. 

2.2 Affiliate. 

A subsidiary of the Company, as defined in the Company's Universal 409A Definition Document. 

2.3 Annual Cash Incentive. 

The amount awarded to a Participant in cash for a Plan Year under a regular (annual) incentive plan (other than an exceptional 
performance award program or a one-time incentive plan or program) maintained by the Company or an Affiliate, and any other 
amount otherwise included in Annual Cash Incentive for purposes of the Plan under rules as are adopted by the Committee. 

Effective January 1, 2015, Operation Production Incentives shall be excluded from the definition of Annual Cash Incentive. 

2.4 Annual Cash Incentive Deferral. 

The amount of a Participant's Annual Cash Incentive which a Participant elects to have withheld on a pre-tax basis from his or 
her Annual Cash Incentive and credited to his or her Deferral Account pursuant to the Plan. 

2.5 Base Salary. 

The base rate of cash compensation paid by the Company or an Affiliate to or for the benefit of a Participant for services 
rendered or labor performed while a Participant, including deferrals pursuant to the Plan and any pre-tax contribution to be 
made on the Participant's behalf to any qualified plan maintained by the Company or an Affiliate pursuant to a cash or deferred 
arrangement maintained by the Company or an Affiliate (as defined under Section 401(k) of the Code) or under any cafeteria 
plan (as defined under Section 125 of the Code) or under a qualified transportation fringe (as defined under Section 132(f) of the 
Code). Base Salary shall exclude any overtime, premium pay, shift differentials, bonuses, commissions or any other form of 
supplemental cash compensation, except to the extent otherwise deemed "Base Salary" for purposes of the Plan under rules 
as are adopted by the Committee. 

2.6 Base Salary Deferral. 

The amount of a Participant's Base Salary which the Participant elects to have withheld on a pre-tax basis from his or her 
Base Salary and credited to his or her Deferral Account pursuant to the Plan. 

2. 7 Beneficiary. 

The person or persons (which may include trusts) designated in writing (either by hand or electronic submission) by the 
Participant on the beneficiary designation form prescribed by the Plan Administrator to receive the amounts, if any, payable 
under the Plan upon the death of the Participant. In the absence of such written designation by the Participant, the Beneficiary 
shall mean, in the 
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following order, the Participant's spouse, if any; the person named as the Participant's beneficiary under the Company's life 
insurance program; or the Participant's estate. 

2.8 Board. 

The Board of Directors of the Company. 

2.9 Change in Control. 

"Change in Control" as such term is defined in the Universal 409A Definition Document. 

2.10 Code. 

The Internal Revenue Code of 1986, as amended. References to any provision of the Code or regulation (including a proposed 
regulation) thereunder shall include any successor provisions or regulations. 

2.11 Commissions. 

The amount of a Participant's sales comm1ss1ons or other comm1ss1ons payable under a sales comm1ss1ons or other 
commissions plan maintained by the Company or an Affiliate. (Sales commissions for purposes of the Plan shall mean sales 
commissions as defined in Treas. Reg. Section 1.409A-2(a)(12)(i) and any subsequent guidance and such sales commissions 
are considered to be earned in the taxable year of the Participant in which the sale is completed.) 

2.12 Commissions Deferral. 

The amount of a Participant's Commissions that a Participant elects to have withheld on a pre-tax basis from his or her 
Commissions and credited to his or her Deferral Account pursuant to the Plan. 

2.13 Committee. 

The Management Planning and Development Committee of the Board of Directors of the Company or any other directors of the 
Company designated as the Committee. 

2.14 Company Account. 

The bookkeeping account (or subaccount(s) thereof) maintained for each Participant to record the amount of Company 
Contributions that are either (i) credited on his or her behalf under Section 4.4 on or after January 1, 2005 or (ii) were credited 
on his or her behalf under Section 4.4 prior to January 1, 2005, but became vested on or after January 1, 2005, as adjusted 
pursuant to Section 5.6. 

2.15 Company Contribution. 

The amount, as determined by the Company on an annual basis based on the provisions of the Plan, which is credited on the 
Participant's behalf by the Company to his or her Company Account pursuant to the provisions of Section 4.4(a) of the Plan. 

2.16 CVS Caremark Retention Payment. 

The amount granted to an Eligible Executive. as defined in and provided for under the provisions of the employment term sheet 
agreement entered into between the Company or an Affiliate and said Eligible Executive, as a former employee of Caremark 
Rx, Inc., in connection with the merger involving Caremark, Rx, Inc. and the Company. 

2.17 Deferrals. 

The amount of deferrals credited to a Participant pursuant to Section 4.1. 
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2.18 Deferral Account. 

The bookkeeping account (or subaccount(s) thereof) maintained for each Participant to record any and all deferrals made under 
the Plan. 

2.19 Deferred Compensation Election. 

The written election (either by hand or electronic submission) including any amendments, attachments and appendices thereto 
as prescribed by the Plan Administrator, regardless of how it may be titled, under which the Participant agrees to defer a 
portion of his or her Base Salary and/or Annual Cash Incentive or Commissions under the Plan (or any other cash remuneration 
payable to a Participant that he or she may elect to defer under the provisions of the Plan, including but not limited to awards 
under the Company's Long Term Incentive Plan (L TIP). This election as to deferral and the related form and timing of 
distribution is made by the Participant and constitutes the agreement entered into between the Company and a Participant for 
participation in the Plan. The Participant elects the terms of his or her deferral pursuant to the provisions of this Plan and the 
administrative procedures established by the Plan Administrator. 

2.20 Disability. 

"Disability" as defined in the Company's Long-Term Disability Plan. 

2.21 Distribution Date. 

The date on which a Participant's distribution is scheduled to be paid with respect to his or her Account under the Plan 
pursuant to his or her Deferred Compensation Election, which date shall take into account any processing period. 

2.22 Effective Date. 

January 1, 1997. 

2.23 Elective Deferrals. 

Elective Deferrals as defined in Section 3.02 of Future Fund. 

2.24 Eligible Executive. 

An Executive who is eligible to participate in the Plan as provided in Section 3.1 (a). 

2.25 Employee. 

Any common-law full-time salaried exempt employee of the Company or an Affiliate who has been authorized by the 
Committee to participate in the Plan. 

2.26 ERISA. 

The Employee Retirement Income Security Act of 1974, as amended. 

2.27 Executive. 

An Employee whose Base Salary (determined on the basis of a maximum forty (40) hour work week) equals or exceeds 
$150,000 (as adjusted from time to time by the Committee). 
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2.28 Future Fund. 

The 401 (k) Plan and the Employee Stock Ownership Plan of CVS Health Corporation and Affiliated Companies. 

2.29 Grandfathered Company Account. 

The bookkeeping account (or subaccount(s)) maintained for each Participant to record the amount of Company Contributions 
credited on a Participant's behalf under Section 4.4, which were vested as of December 31, 2004, adjusted as provided in 
Section 5.6. 

2.30 Grandfathered Deferral Account. 

The bookkeeping account (or subaccount(s)) maintained for each Participant to record (i) the amount of Base Salary and/or 
Annual Cash Incentive or Commissions deferred in accordance with Section 4.1, (ii) the amount of L TIP deferrals deferred in 
accordance with Section 4.4, and/or (iii) the amount of cash retention award deferrals deferred in accordance with Section 4.4, 
as of December 31, 2004, adjusted pursuant to Section 5.6. 

2.31 Lost Matching Contributions. 

The amounts credited on a Participant's behalf to his or her Company Accou_nt pursuant to the provisions of Section 4.4(a). 

2.32 Participant. 

Each Eligible Executive participating in the Plan as set forth in Section 3.2. 

2.33 Plan Administrator. 

The Deferred Compensation Plans Committee appointed pursuant to Section 7.1 to administer the Plan. 

2.34 Plan Year. 

A calendar year ending on December 31. 

2.35 Qualified Future Fund Matching Contribution. 

The total of all matching contributions made (or that would have been made) by the Company or an Affiliate with respect to a 
Plan Year for the benefit of a Participant under and in accordance with the terms of Future Fund. 

2.36 Retirement. 

Termination of Employment with the Company and all Affiliates on or after (i) age fifty-five (55) and the completion of ten (10) or 
more Years of Service or, if earlier, (ii) age sixty (60) and the completion of five (5) or more Years of Service. 

2.37 Specified Employee. 

"Specified Employee" as such term is defined in the Universal 409A Definition Document. 

2.38 Specific Future Year. 

A calendar year in the future elected by a Participant with respect to the distribution of his or her Account(s) (or subaccount(s) 
thereof) pursuant to the Plan. 
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2.39 Termination of Employment. 

"Termination of employment" as such term is defined in the Universal 409A Definition Document. 

2.40 Universal 409A Definition Document. 

The document developed by the Company for the purpose of defining terms relating to benefits or amounts in all plans covered 
by Section 409A of the Code and sponsored by the Company or any Affiliate. 

2.41 Valuation Date. 

The date on which an Account is valued under the Plan, as determined by the Committee, by reference to the New York Stock 
Exchange. 

2.42 Year of Service. 

Vesting Service as defined in Future Fund. 

ARTICLE Ill-ELIGIBILITY AND PARTICIPATION 

3.1 Eligibility. 

(a) An Employee who is an Executive on October 1 •• of a calendar year (or such other date in the calendar year as designated 
by the Committee) shall be eligible to participate in the Plan. The Committee may, in its sole discretion, designate other 
key employees of the Company or an Affiliate who are members of a select group of management or highly compensated 
employees as eligible to participate in the Plan. 

(b) Notwithstanding any Plan provision to the contrary, Employees must also be subject to the income tax laws of the United 
States in order to be eligible for participation in the Plan. 

(c) Subject to the provisions of Sections 3.3 and Section 4.1, an Eligible Executive shall remain eligible to continue 
participation in the Plan for each Plan Year following his or her initial year of participation in the Plan. 

3.2 Commencement of Participation. 

An Eligible Executive shall become a Participant effective as of the date that the Eligible Executive's first Deferred 
Compensation Election becomes effective, provided that the Eligible Executive has provided such information as the Plan 
Administrator deems necessary to properly administer the Plan. 

3.3 Termination of Participation. 

(a) Participation shall cease when the benefits that have been credited to a Participant's Deferral Account have been 
distributed to him or her. 

(b) Subject to the provisions of Section 4.3(c), a Participant shall only be eligible to make Deferrals under the Plan for as long 
as he or she remains an Eligible Executive. 

(c) If a former Participant who has incurred a Termination of Employment with the Company and all Affiliates and whose 
participation in the Plan ceased under Section 3.3(a) is reemployed as an Executive, the former Participant may again 
become eligible to participate in accordance with the provisions of Section 3.1 (a). 
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ARTICLE IV- DEFERRALS & COMPANY CONTRIBUTIONS 

4.1 Deferrals. 

(a) Subject to the following provisions of this Article IV, an Eligible Executive may defer for any Plan Year, (i) up to fifty percent 
(50%) of Base Salary otherwise earned and payable in that Plan Year, and/or (ii) up to one hundred percent (100%) of 
Annual Cash Incentive otherwise earned in that Plan Year and payable in that Plan Year or in the first calendar quarter of 
the following Plan Year, and/or (iii) up to one hundred percent (100%) of Commissions otherwise earned in that Plan Year 
and payable in that Plan Year or in the first calendar quarter of the following Plan Year. The Plan Administrator may, as it 
deems appropriate, establish maximum or minimum limits on the amounts which may be deferred for a Plan Year and/or 
the times of such Deferred Compensation Elections. An Eligible Executive shall be given advance notice of any such 
limits. 

(b) Deferrals under the Plan shall be calculated with respect to the gross cash compensation payable to the Participant prior 
to any deductions (e.g., 401 (k) deferrals) or withholdings. However, the Deferrals shall be reduced by the Plan 
Administrator as necessary if it is later determined, after Deferrals are made under the Plan and after additional deduction 
of all required income and employment taxes, 401 (k) and other employee benefit deductions, and other deductions 
required by law, that all such total deferrals will exceed one hundred percent (100%) of the cash compensation of the 
Participant available under Section 4.1 (a). Changes to payroll withholdings that affect the amount of compensation being 
deferred to the Plan shall be allowed only to the extent permissible under Section 409A of the Code. 

4.2 Filing Requirements of Deferred Compensation Elections. 

Subject to the following provisions of this Section, during an annual enrollment period established by the Plan Administrator in 
any Plan Year, an Eligible Executive described in Section 3.1 may elect, subject to Section 4.1 above, to defer a portion of his 
or her Base Salary that is otherwise earned and payable in the next Plan Year and/or all or a portion of his or her Annual Cash 
Incentive or Commissions otherwise earned in the next Plan Year and payable in that Plan Year or in the first calendar quarter 
of the subsequent Plan Year by submitting a Deferred Compensation Election during such annual enrollment period. If an 
Executive becomes an Eligible Executive after October 1 (or such later date as prescribed by the Plan Administrator) in any 
calendar year, he or she may not make a Deferred Compensation Election for Base Salary, Annual Cash Incentive or 
Commissions earned in the next Plan Year. 

A Participant shall submit a Deferred Compensation Election in the manner specified by the Plan Administrator and a Deferred 
Compensation Election that is not timely filed shall be considered void and have no effect. If a Participant does not file a 
Deferred Compensation Election applicable to his or her Base Salary, Annual Cash Incentive or Commissions earned in a Plan 
Year on or before the close of the applicable annual enrollment period (or such later date prescribed by the Plan Administrator), 
the Participant shall be deemed to have elected not to make a Deferred Compensation Election for such Plan Year. The Plan 
Administrator shall establish procedures that govern deferral elections under the Plan, including the ability to make separate 
elections for Base Salary, Annual Cash Incentive or Commissions, and any other cash remuneration payable to the Participant 
that the Committee or Plan Administrator permits a Participant to defer under the Plan. 
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Subject to the provisions of this Article, an Eligible Executive must file a new Deferred Compensation Election for each Plan 
Year that the Eligible Executive is eligible to participate in the Plan if the Eligible Executive intends to make a deferral under 
the Plan for such Plan Year. 

4.3 Modification or Revocation of Election by Participant. 

(a) A Participant's Deferred Compensation Election for a Plan Year shall become irrevocable as of the close of business 
on the date established by the Plan Administrator, but not later than the last day of the calendar year preceding the 
Plan Year in which such Base Salary, Annual Cash Incentive or Commissions applicable to that election is earned, 
and shall become effective as of the first day of the Plan Year in which such Base Salary and/or Annual Cash Incentive 
or Commissions is earned. 

Notwithstanding the foregoing, the Plan Administrator may cancel a Participant's Deferred Compensation Elections for 
the balance of a Plan Year if the Participant submits evidence of an unforeseeable emergency (as defined in the 
Universal 409A Definition Document) to the Plan Administrator. Any Base Salary, Annual Cash Incentive, 
Commissions or other cash remuneration which would have been deferred pursuant to that cancelled Deferred 
Compensation Election shall be paid to the Eligible Executive as if he or she had not made that election. 

A Participant may revoke or change a Deferred Compensation Election any time prior to the date such election 
becomes irrevocable. Any such change or revocation shall be made in a form and manner determined by the Plan 
Administrator. Under no circumstances may a Participant's Deferred Compensation Election be made, modified or 
revoked retroactively. 

(b) If a Participant's Deferred Compensation Election applicable to his or her Base Salary and/or Annual Cash Incentive or 
Commissions is cancelled for a Plan Year, he or she will not be permitted to elect to make Deferrals again until the 
next Plan Year. 

(c) If a Participant ceases to be an Executive after the date a Deferred Compensation Election becomes effective but 
continues to be employed by the Company or an Affiliate, he or she shall continue to be a Participant and his or her 
Deferred Compensation Election currently in effect shall remain in force, but such Participant shall not be eligible to 
make any further Deferred Compensation Elections until such time as he or she shall once again become an Eligible 
Executive. 

(d) Notwithstanding anything in the Plan to the contrary, if an Eligible Executive: 

i. receives a withdrawal of deferred cash contributions on account of hardship from any plan which is maintained 
by the Company or an Affiliate and which meets the requirements of Section 401 (k) of the Code (or any 
successor thereto); and 

ii. is precluded from making contributions to such 401(k) plan for at least six (6) months after receipt of the 
hardship withdrawal, 

the Eligible Executive's Deferred Compensation Election with respect to Base Salary, Annual Cash Incentive or 
Commissions in effect at that time shall be cancelled. Any Base Salary, Annual Cash Incentive or Commissions 
payment which would have been deferred pursuant to that Deferred Compensation Election but for the application of 
this Section 4.3(d) shall be paid to the Eligible Executive as if he or she had not made that election. 
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4.4 Company Contributions and Other Deferrals. 

(a) Company Contributions - Restoration of Lost Matching Contribution. The amount of Lost Matching Contributions 
credited under the Plan on a Participant's behalf each calendar year shall be equal to (i) minus (ii) where: 

i. is the total Qualified Future Fund Matching Contribution that would have been allocated on the Participant's 
behalf under Future Fund, without giving effect to any reductions or limitations required by Sections 401 (a)(17), 
401 (k), 402(g) and/or 415 of the Code, for the Plan Year based on the aggregate of the Participant's Elective 
Deferrals to Future Fund, his or her deferrals to any other qualified defined contribution plan maintained by the 
Company or an Affiliate, and his or her Deferral under Section 4.1 for the Plan Year, disregarding, in all cases, 
any deferrals made with respect to Base Salary, Annual Cash Incentives and Commissions otherwise payable 
prior to the first payroll period commencing in the month following date the Participant's completion of one (1) 
Year of Service; and 

ii. If the Participant is eligible to contribute to Future Fund (whether pre-tax or after-tax) during the Plan Year, the 
actual matching contributions made on the Participant's behalf to Future Fund or any other qualified defined 
contribution plan maintained by the Company or any Affiliate for that Plan Year. 

In addition, if the Participant is not eligible to contribute to Future Fund during the Plan Year but is eligible to 
contribute to another qualified defined contribution plan (whether pre-tax or after-tax) maintained by the 
Company or an Affiliate during that Plan Year, the amount under this clause (ii) shall equal, unless otherwise 
provided by the Committee, the maximum amount of matching contributions the Participant would have 
received under the provisions of Future Fund for that Plan Year had he or she been eligible to contribute to 
Future Fund during that Plan Year, based on his or her Base Salary and/or Annual Cash Incentive or 
Commissions otherwise earned and payable in that Plan Year, and his or her contributions to such other 
qualified defined contribution plan for that Plan Year had been made to Future Fund. 

Notwithstanding the foregoing, for purposes of determining the Lost Matching Contributions to be credited under this 
Section 4.4(a), Years of Service with respect to a Participant employed by Red Oak Sourcing, LLC, the limited liability 
corporation formed pursuant to the Framework Agreement between CVS Pharmacy, Inc. and Cardinal Health 11 O Inc., 
dated December 10, 2013 ("Cardinal"), who immediately prior to becoming employed by Red Oak Sourcing, LLC was 
employed by Cardinal, shall include the period of such Participant's employment rendered with Cardinal. 

(b) L TIP Deferrals. 

At the sole discretion of the Committee, all or a portion of a Participant's cash award under the L TIP may be deferred 
under the Plan. Such election shall be made in accordance with the procedures established by the Plan Administrator. 
The deferral election applicable to an L TIP cash award shall be made prior to the close of the calendar year preceding 
the first day of the performance period applicable to that award. Notwithstanding the foregoing, such election shall 
become irrevocable as of the close of business of the last day of the calendar year preceding the first day of the 
performance period applicable to that award. However, if such award meets the definition of performance-based 
compensation (as defined under Treas. Reg. Section 1.409A-1(e) and any subsequent guidance), the Plan 
Administrator may permit such election to be made in accordance with the provisions under Treas. Reg. Section 
1.409A-2(a)(8) and subsequent guidance. 
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(c) Cash Retention Award Deferrals. 

At the sole discretion of the Committee and subject to the procedures established by the Plan Administrator, an 
Eligible Executive may elect to defer all or a portion of a cash retention award that may be otherwise paid under a cash 
retention program maintained by the Company or an Affiliate. The deferral election applicable to such cash retention 
award shall be made in accordance with the provisions of Treasury Regulations Section 1.409A-2(a)(5). 

4.5 Deferral and Contribution Timing. 

Base Salary Deferrals will be credited to the Account of each Participant as of the date of the pay check from which the 
deferral was withheld. A Participant whose employment terminates during a payroll period will cease deferral withholding 
effective as of the first day of the following payroll period. 

Annual Cash Incentive Deferrals and Commission Deferrals will be credited to the Account of each Participant as of the day on 
which such Annual Cash Incentive or Commissions, whichever is applicable, otherwise would have been paid to the Participant 
in cash. 

Company Contributions for the Restoration of Lost Matching Contribution pursuant to Section 4.4(a) above will generally be 
credited to the Participant's Company Account as of the day on which said Lost Matching Contribution would otherwise have 
been credited to the Participant's account under Future Fund (generally following one Year of Participation Service). 

L TIP deferrals shall be credited to the Account of the Participant at the time designated by the Plan Administrator. 

Cash retention awards Deferrals will be credited to the Account of the Participant as of the day on which such cash retention 
award otherwise would have been paid to the Participant in cash. 

ARTICLE V- ACCOUNTS 

5.1 Establishment of Bookkeeping Accounts. 

Separate bookkeeping accounts shall be maintained for each Participant. Said accounts (or subaccount(s) thereof) shall be 
credited with the deferrals and contributions made by or on behalf of the Participant pursuant to the Plan and credited (or 
charged, as the case may be) with the hypothetical investment results determined pursuant to this Article of the Plan. 

5.2 Subaccounts. 

Within each Participant's bookkeeping account, separate subaccount(s) shall be maintained to the extent necessary for the 
administration of the Plan. Generally, subaccount(s) will be set up for each year, for each Deferred Compensation Election the 
Participant makes, and for the Company Contribution credited each year on behalf of a Participant. 

5.3 Hypothetical Nature of Accounts. 

The accounts established under this Article shall be hypothetical in nature and shall be maintained for bookkeeping purposes 
only so that hypothetical gains or losses on the deferrals or contributions made to the Plan can be credited (or charged, as the 
case may be). 
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Neither the Plan nor any of the accounts, or subaccount(s), established hereunder shall hold any actual funds or assets. The 
right of any person to receive one or more payments under the Plan shall be an unsecured claim against the general assets of 
the Company. Any liability of the Company to any Participant, former Participant, or Beneficiary with respect to a right to 
payment shall be based solely upon contractual obligations created by the Plan. The Company, an Affiliate, the Board, the 
Committee, or any other person shall not be deemed to be a trustee of any amounts to be paid under the Plan. Nothing 
contained in the Plan, and no action taken pursuant to its provisions, shall create or be construed to create a trust of any kind, 
or a fiduciary relationship, between the Company, an Affiliate, the Board, the Committee, the Plan Administrator, or any other 
person and a Participant or any other person. 

5.4 Vesting. 

Deferral Account. A Participant shall be one hundred percent (100%) vested in his or her Deferral Account and Grandfathered 
Deferral Account at all times. A Participant shall be one hundred percent (100%) vested in the L TIP deferrals credited on his or 
her behalf pursuant to Section 4.4(b) and any cash retention award deferrals credited on his or her behalf pursuant to Section 
4.4(c). 

Company Account. A Participant shall be one hundred percent (100%) vested in his or her Company Account and 
Grandfathered Company Account at all times. 

5.5 Deferral Crediting Options. 

Deferral Crediting Options are similar to investment choices in a qualified defined contribution plan, except that they are 
hypothetical in nature and no funds are actually held in the Plan. Deferral Crediting Options determine the hypothetical gain or 
loss to be reflected in the Participant Accounts and shall be elected by Participants in the manner determined by the Plan 
Administrator. 

· The Deferral Crediting Options offered to Participants are determined by the Plan Administrator at its sole discretion. The Plan 
Administrator specifically retains the right to change the Deferral Crediting Options at any time, in its sole discretion. 

In the event the Plan Administrator designates more than one Deferral Crediting Option, each Participant shall electronically 
submit a Deferral Crediting Option election during each annual enrollment period, which shall be used to measure the 
hypothetical investment performance of his or her Accounts, within such time period and on such form as the Plan 
Administrator may prescribe. The designation of a Deferral Crediting Option shall not require the Company to invest or earmark 
their general assets in any manner. If a Participant fails to make a Deferral Crediting Option, his or her Accounts shall be 
deemed invested in a Deferral Crediting Option as determined by the Plan Administrator. 

A Participant may change his or her election of a Deferral Crediting Option used to measure the hypothetical investment 
performance of his or her Account balance within such time periods and in such manner prescribed by the Plan Administrator. 
The election shall be effective as soon as administratively practicable after the date on which the election is submitted in the 
manner specified by the Plan Administrator. 

Any amounts added to or subtracted from a Participant's Account on any given Valuation Date will be converted to hypothetical 
unit equivalents ("HypotheticalUnits") with a value per Hypothetical Unit ("Unit Price") based on the daily closing price on said 
date ("Unit Price") for any given Deferral Crediting Option. 
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5.6 Hypothetical Gains or Losses. 

Any hypothetical dividends, capital gains and any other income or unit activity will be reflected in the Deferral Crediting 
Options. The timing of these will be the same as for the funds on which each Deferral Crediting Option is based. 

The gain or loss on Participant Accounts will be calculated each Valuation Date. The Unit Price shall determine each Deferral 
Crediting Option's hypothetical value, based on the number of units within the Account for any given Deferral Crediting Option. 
Account balances on a given day will be based on the previous day's New York Stock Exchange closing price. 

ARTICLE VI- DISTRIBUTION OF ACCOUNT 

6.1 Distribution Elections - Timing of Payment. 

(a) Subject to the limitations set forth in this Article VI, each time a Participant makes a Deferred Compensation Election 
with respect to a Plan Year beginning on or after January 1, 2016, the Participant shall designate on that applicable 
Deferred Compensation Election, separately for Participant deferrals and Company Contributions, as adjusted pursuant 
to Article V, that the distribution of such deferrals shall be made or commence, as the case may be, pursuant to 
Section 6.6, as of (i) the Participant's Retirement; or (ii) a Specific Future Year not later than the Plan Year in which 
the Participant attains age seventy-one (71) 

A Participant may choose different options with respect to each Deferred Compensation Election. A Participant may 
not change the election made pursuant to the provisions of this Section 6.1, except as otherwise provided in Section 
6.7 below. 

i. Retirement. The distribution of the portion of a Participant's Deferral or Company Account (or subaccount(s)) 
that is deferred to Retirement under this Section shall commence on the first business day in the January next 
following his or her Retirement, pursuant to the provisions of Section 6.6, provided, however, that with respect 
to a Participant who is a Specified Employee as of the date of his or her Retirement, payment of any portion of 
his or her Deferral or Company Account (or any subaccount(s) thereof) that is subject to Section 409A of the 
Code will be delayed until the first business day of the seventh (71

") month following the date such Retirement 
occurs. 

ii. Specific Future Year. In the event a Participant elects to have the distribution of such deferrals made or 
commence as of a Specific Future Year, subject to rules established by the Plan Administrator, the deferral 
period must be at least five (5) Plan Years. The distribution of the portion of a Participant's Deferral or 
Company Account (or subaccount(s)) that is deferred to a Specific Future Year shall commence on the first 
business day of January in that specific year pursuant to the provisions of Section 6.6. 

(b) Company Contributions shall be distributed pursuant to the Participant's distribution election. In the event a Participant 
has not made a distribution election for the Company Contributions for that Plan Year, such distribution shall mirror his 
or her distribution election made with respect to his or her Base Salary Deferral or Annual Cash Incentive or 
Commissions Deferral for that Plan Year, if any, in such order; otherwise, such distribution shall be made at the 
Participant's Retirement. 
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6.2 Disability Distributions. 

Notwithstanding the foregoing, if a Participant has a Termination of Employment because he or she has become Disabled, as 
determined by the Plan Administrator, such Participant will receive the balance of his or her Deferral Account and Company 
Account paid out in five (5) annual substantially equal installments with the first payment to be made within seventy-five (75) 
days from the date of the Participant's Termination of Employment. Subsequent annual payments will be paid as of the first 
business day in January of each subsequent year of the installment period. 

6.3 Distributions in the Event of Death. 

Notwithstanding the foregoing, in the event of a Participant's death, the Participant's Beneficiary will receive the remaining 
balance of the Participant's Deferral Account and Company Account paid in two (2) annual installments with the first payment 
to be made within seventy-five (75) days of the Participant's date of death. The second annual payment will be paid as of the 
first business day in January of the subsequent calendar year. 

6.4 Distributions Upon Termination of Employment Other Than Retirement, Death or Disability. 

Notwithstanding the foregoing, in the event a Participant incurs a Termination of Employment from the Company and all 
Affiliates for any reason other than Retirement, death or Disability, said Participant will receive his or her entire Deferral 
Account and Company Account balance in a single lump sum payment. Such payment shall be made within seventy-five (75) 
days of the date the Participant's Termination of Employment occurs; provided, however, that with respect to a Participant who 
is a Specified Employee as of the date of his or her Termination of Employment for reasons other than death, payment of any 
portion of his or her Deferral or Company Account (or any subaccount(s) thereof) pursuant to the provisions of this Section 6.4 
will be delayed until the first business day of the seventh (7 1

") month following the date such Termination of Employment 
occurs. 

6.5 Change in Control. 

Notwithstanding the foregoing provisions of this Article VI, upon the occurrence of a Change in Control, a Participant who has a 
valid change in control election(s) in effect shall automatically receive the balance of his or her Deferral Account and Company 
Account related to that election, in cash, in a single lump sum payment. Such lump sum payment shall be paid within forty-five 
(45) business days after the Change in Control occurs. If such Participant dies after such Change in Control event occurs, but 
before receiving such payment, it shall be made to his or her Beneficiary. 

6.6 Form of Payment. 

(a) Installments. Subject to the limitations set forth in Article VI, distributions will be made in annual (or quarterly, if the 
election was made prior to October 1, 2008) installments, as elected by the Participant, for up to, and including, ten (10) 
years (fifteen (15) years for an election made prior to October 1, 2008). The initial installment of an annual or quarterly 
payment stream will begin as of the first business day of the January (a) next following the Participant's date of Retirement 
or (b) of the Specific Future Year, as the case may be, in accordance with the provisions of set forth in Section 6.1. 
Subsequent annual or quarterly payments will be as of the first business day of each subsequent calendar year or quarter 
of the installment period. 

Each installment will be equal to a fraction of the Account balance (or subaccount(s) thereof) as of the date the 
installment is paid, with the numerator of the fraction being "1" and the denominator being the number of payments 
remaining in the payment schedule. 

Notwithstanding the foregoing provisions of this paragraph (a), if a Participant dies before receiving payment of the 
entire balance of his or her Deferral and Company Accounts under the provisions of this Section, the remaining value of 
such Accounts shall be payable to his or her Beneficiary in accordance with the provisions of Section 6.9. 

(b) Lump sum. A Participant may elect distribution in the form of a single lump sum payment. Except for Specified 
Employees, distribution shall be made as of the first business day of the January (a) next following the Participant's date of 
Retirement or (b) of the Specific Future Year, as the case may be, in accordance with the provisions of set forth in Section 
6.1. 

(c) Distributions to a Participant made pursuant to Section 6.1 will occur pursuant to the Participant's payment elections at 
the time he or she submits the applicable Deferred Compensation Election. A Participant may choose different forms of 
payment with respect to each Deferred Compensation Election. Company Contributions, adjusted pursuant to Article V, 
shall be distributed pursuant to the Participant's form of payment election made with respect to his or her Company 
Contributions for that year. If the Participant has not made an election with respect to his or her Company Contributions, 



the portion of his or her Company Account attributable to such Company contributions will be distributed in accordance 
with his or her form of payment election with respect to his or her Base Salary Deferral, Annual Cash Incentive or 
Commissions Deferrals for that year, if any, in that order; otherwise payment will be made in a lump sum payment. In the 
absence of an election of the form of payment by a Participant on a Deferred Compensation Election. the portion of the 
Participant's Account deferred pursuant to that Deferred Compensation Election, adjusted pursuant to the provisions of 
Article V, shall be paid in a single lump sum. 

(d) A Participant shall not change his or her form of payment election, except as otherwise provided in Section 6.7 below. 

6.7 Change of Distribution Election. 

(a) In accordance with such procedures as the Plan Administrator may prescribe, a Participant may elect to change his or her 
Specific Future Year election under Section 6.1 (a)(ii) with respect to a portion of his or her Deferral Account (or an Interim 
Distribution date election applicable to a portion of his or her Deferral Account or Company Account made pursuant to the 
provisions of the Plan as in effect prior to December 31, 2008) to a later Specific Future Year (or, if applicable, a later 
Interim Distribution date) by duly completing, executing and filing with the Plan Administrator a new Specific Future Year 
election (or Interim Distribution date election) applicable to such Deferrals, subject to the following limitations: 

i. such election must be made at least twelve (12) months prior to the Specific Future Year (or Interim Distribution 
date) then in effect with respect to that portion of his or her Deferral or Company Account (or subaccount(s) 
thereof), and such election will not become effective until at least twelve (12) months after the date on which the 
election is made; and 

ii. the new Specific Future Year (or Interim Distribution date) shall be a calendar year that is not less than five (5) 
years from the Specific Future Year (or Interim Distribution date) then in effect. 

Notwithstanding the foregoing, a Participant may elect to delay his or her distribution from an elected Specific Future 
Year to the later of Retirement or a new Specific Future Year that is at least five (5) years from the Specific Future 
Year then in effect, provided the election is made in accordance with the foregoing provisions of this Section 6.7(a). A 
Participant may elect to delay his or her distribution from an elected Specific Future Year (or Interim Distribution date) 
pursuant to this Section 6.7(a) more than once, provided that all such elections comply with the provisions of this 
Section 6.7(a). 

(b) In accordance with such procedures as the Plan Administrator may prescribe, a Participant may elect to delay the 
payment of a portion of his or her Deferral or Company Account (or any subaccount(s) thereof) scheduled to be paid at his 
or her Retirement to his or her Retirement plus five (5) calendar years by duly completing, executing and filing with the 
Plan Administrator a new Retirement election applicable to such deferrals; provided, however such election must be made 
at least twelve (12) months prior to Retirement and shall not become effective until at least twelve (12) months after the 
date on which the election is made. 

(c) In accordance with such procedures as the Plan Administrator may prescribe, a Participant may elect to change the form 
of payment election under Section 6.6 applicable to his or her distribution under Section 6.1 (a)(i) or (ii) by duly completing, 
executing and filing with the Plan Administrator a new form of payment election applicable to such deferrals, subject to the 
following limitations: 

i. such election must be made at least twelve (12) months prior to the Specific Future Year then in effect with 
respect to that portion of his or her Deferral or Company Account (or subaccount(s) thereof), and such election will 
not become effective until at least twelve (12) months after the date on which the election is made; and 

ii. the distribution of that portion of his or her Deferral or Company Account (or subaccount(s) thereof) shall be 
deferred for five (5) years from the date such amount would otherwise have been paid absent this election. 

(d) It is the Company's intent that the provisions of Sections 6.7(a), (b) and (c) comply with the subsequent election provisions 
in Section 409A(a)(4 )(C) of the Code, related regulations 
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and other applicable guidance, and this Section 6.7 shall be interpreted accordingly. The Plan Administrator may 

impose additional restrictions or conditions on a Participant's ability to make an election pursuant to this Section 6.7. 

For avoidance of doubt, a Participant may not elect to alter the distribution of any portion of his or her Deferral or 

Company Accounts (or any subaccount(s) thereof) from Retirement to a Specific Future Year or, except as provided in 

paragraph (a) above, from a Specific Future Year to Retirement. 

6.8 Account Valuation upon a Distribution. 

With respect to a distribution made pursuant to this Article, the Valuation Date of a Participant's Account shall be the day 
immediately preceding the Distribution Date. 

6.9 Designation of Beneficiary. 

Each Participant shall have the right to designate a Beneficiary to receive payment of his or her Account in the event of death. 
Any such designation may be changed at any time by executing and submitting (either by hand or electronic submission) a 
new designation on a form prescribed by the Plan Administrator. 

6.10 Unclaimed Account. 

If the Plan Administrator is unable to locate a Participant or Beneficiary to whom an Account is payable, such Account may be 
forfeited to the Company upon the Plan Administrator's determination. Notwithstanding the foregoing, if subsequent to any 
such forfeiture, the Participant or Beneficiary to whom such Account is payable makes a valid claim, such forfeited Account 
shall be restored to the Plan and paid by the Company. 

6.11 Hardship Withdrawals. 

A Participant may apply in writing to the Plan Administrator for, and the Plan Administrator may grant, a hardship withdrawal of 
all or any part of a Participant's Deferral or Company Account if the Plan Administrator, in its sole discretion, determines that 
the Participant has incurred an Unforeseeable Emergency, as defined in the Universal 409A Definition Document. 

The Plan Administrator shall determine whether an event qualifies as a hardship within this Section, in its sole and absolute 
discretion. Such request shall be made in a time and manner determined by the Plan Administrator. The payment made from a 
Participant's Deferral or Company Account (or any subaccount(s) thereof) pursuant to the provisions of this Section 6.11 shall 
not be in excess of the amount necessary to meet such financial hardship of the Participant, including amounts necessary to 
pay any federal, state or local income taxes with respect to the payment and shall not be available unless all other financial 
resources of the Participant have been exhausted. Payment shall be made in the month following the date the Plan 
Administrator determines that the Participant has incurred an unforeseeable severe financial hardship and grants the right to a 
withdrawal pursuant to this Section 6.11. 

6.12 Distribution of Grandfathered Deferral Account and the Grandfathered Company Account. 

Notwithstanding the foregoing provisions of this Article VI, the distribution from a Participant's Grandfathered Deferral Account 
and Grandfathered Company Account (or subaccount(s)) shall be made pursuant to the provisions of the Plan as set forth on 
October 3, 2004, without regard to any amendments after October 3, 2004 which would constitute a material modification for 
Section 409A of the Code, as modified in Appendix A attached hereto. 

ARTICLE VII - ADMINISTRATION 

7.1 Plan Administrator. 

The Plan shall be administered by the Deferred Compensation Plans Committee, appointed by the Committee as Plan 
Administrator. The Plan Administrator shall be responsible for the general operation and administration of the Plan and for 
carrying out the provisions thereof. The Plan Administrator may delegate to others certain aspects of the management and 
operations of the Plan including the employment of advisors and the delegation of ministerial duties to qualified individuals, 
provided that such delegation is in writing. 

7.2 General Powers of Administration. 

The Plan Administrator shall have the exclusive responsibility and complete discretionary authority to control the operation, 
management and administration of the Plan, with all powers necessary to enable it properly to carry out such responsibilities, 
including, but not limited to, the power to interpret the Plan and any related documents, to establish procedures for making any 
elections called for under the Plan, to make factual determinations regarding any and all matters arising hereunder, including, 



but not limited to, the right to determine eligibility for benefits. the right to construe the terms of the Plan, the right to remedy 
possible ambiguities. inequities, inconsistencies or omissions, and the right to resolve all interpretive, equitable or other 
questions arising under the Plan. The decisions of the Plan Administrator or such other party as is authorized under the terms 
of any grantor trust on all matters shall be final, binding and conclusive on all persons to the extent permitted by law. The Plan 
Administrator shall have all powers necessary or appropriate to enable it to carry out its administrative duties. Not in limitation, 
but in application of the foregoing, the Plan Administrator shall have the duty and power to interpret the Plan and determine all 
questions that may raise hereunder as to the status and rights of Employees, Participants, Beneficiaries, and any other 
person. The Plan Administrator may exercise the powers hereby granted in its sole and absolute discretion. 

No member of the Deferred Compensation Plans Committee shall be personally liable for any actions taken by the Plan 
Administrator unless the member's action involves gross negligence or willful misconduct. 

7.3 Costs of Administration. 

The costs of administering the Plan shall be borne by the Company unless and until the Participant receives written notice of 
the imposition of such administrative costs; with such costs to begin with the next Plan Year and none may be assessed 
retroactively for prior Plan Years. 

Such costs shall be charged against the Participant's Account and shall be uniform or proportional for all Participants. Such 
costs shall not exceed the standard rates for similarly designed nonqualified plans under administration by high quality third 
party administrators at the time such costs are initially imposed and thereafter. 

7.4 Indemnification. 

The Company shall indemnify each director, officer or employee of the Company or any Affiliate and each member of the 
Committee and Deferred Compensation Plans Committee, including any subcommittee or delegates thereof, against any and 
all claims, losses, damages, expenses, including attorney's fees, incurred by them, and any liability, including any amounts 
paid in settlement with their approval, arising from their action or failure to act, except when the same is judicially determined 
to be attributable to their gross negligence or willful misconduct, as a result of the fact that he or she is or was serving the Plan 
in any capacity at the request of the Company. 

7.5 409A Compliance. 

With respect to the accounts subject to Section 409A of the Code, the Plan is intended to comply with the requirements of 
Section 409A of the Code and the provisions hereof shall be interpreted in a manner that satisfies the requirements of Section 
409A of the Code and the regulations thereunder, and the Plan shall be operated accordingly. Regardless of, and superseding 
any other provision of the Plan to the contrary, if any provision of the Plan would otherwise frustrate or conflict with this intent, 
the provision will be interpreted and deemed amended so as to avoid this conflict. 

ARTICLE VIII- CLAIMS PROCEDURE 

8.1 Claims. 

A person who believes that he or she is being denied a benefit to which he or she is entitled under the Plan (hereinafter referred 
to as a "Claimant") may file a written request for such benefit with the Plan Administrator, setting forth his or her claim. The 
request must be addressed to the Senior Vice President, Compensation and Benefits, at the Company's then principal place of 
business. 

8.2 Claim Decision. 

Upon receipt of a claim, the Plan Administrator or its delegate shall review and determine the claim within ninety (90) days. If 
the Plan Administrator determines that additional time is needed to review the claim, the Plan Administrator will provide the 
Claimant with a notice of the extension before the end of the initial ninety (90)-day period. The notice of extension will provide 
the date by which the Plan Administrator expects to make a decision. 

If the claim is denied in whole or in part, the Plan Administrator shall notify the Claimant in writing of the following: 
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(a) The reason or reasons for such denial; 

(b) The pertinent provisions of the Plan; 

(c) Appropriate information as to the steps to be taken if the Claimant wishes to submit the claim for review; and 

(d) The time limits for requesting a review under this Section. 

8.3 Request for Review/Appeal. 

Within sixty (60) days after the receipt by the Claimant of the initial written notice of a denial, the Claimant may request in 
writing that the initial determination be reviewed. Such request must be addressed to the Senior Vice President, Compensation 
and Benefits, at the Company's then principal place of business. The Claimant or his or her duly authorized representative 
may, but need not, submit issues and comments in writing for consideration by the Appeals Committee, a subcommittee of 
the Deferred Compensation Plans Committee. If the Claimant does not request a review of the initial determination within such 
sixty (60)-day period, he or she shall be barred and stopped from challenging the Plan Administrator's initial determination. 

8.4 Review of Decision. 

Within sixty (60) days after the Plan Administrator's receipt of a request for review, the Appeals Committee of the Plan 
Administrator will review the Plan Administrator's initial determination. After considering all materials presented by the 
Claimant, the Appeals Committee will render a written decision, setting forth the reasons for the decision and containing 
references to the pertinent provisions of the Plan. If the Appeals Committee requires an extension of the sixty (60)-day time 
period, the Appeals Committee will so notify the Claimant and will render the decision as soon as possible, but no later than 
one hundred twenty (120) days after receipt of the request for review. 

8.5 Time Limit for Bringing Legal Action. 

Any legal action by the Claimant must be brought within ninety (90) days following the date of the decision on the final review 
under Section 8.4 above. 

ARTICLE IX- MISCELLANEOUS 

9.1 Not Contract of Employment. 

The adoption and maintenance of the Plan shall not be deemed to be a contract between the Company or an Affiliate and any 
person and shall not be consideration for the employment of any person. Nothing herein contained shall be deemed to give any 
person the right to be retained in the employ of the Company or an Affiliate or to restrict the right of the Company or an Affiliate 
to discharge any person at any time nor shall the Plan be deemed to give the Company or an Affiliate the right to require any 
person to remain in the employ of the Company or an Affiliate or to restrict any person's right to terminate his or her 
employment at any time. 

9.2 Non-Assignability of Benefits. 

No Participant, Beneficiary or distributees of benefits under the Plan shall have any power or right to transfer, assign, 
anticipate, hypothecate or otherwise encumber any part or all of the amounts payable hereunder, which are expressly declared 
to be unassignable and nontransferable. Any such attempted assignment or transfer shall be void. No amount payable 
hereunder shall, prior to actual payment thereof, be subject to seizure by any creditor of any such Participant, Beneficiary or 
other distributees for the payment of any debt judgment or other obligation, by a proceeding at law or in equity, nor transferable 
by operation of law in the event of the bankruptcy, insolvency 9r death of such Participant, Beneficiary or other distributee 
hereunder. 

9.3 Withholding and Deduction and Taxes. 

All deferrals and payments provided for hereunder shall be subject to applicable withholding and other deductions as shall be 
required of the Company under any applicable local, state or federal law. The Company may require that the Participant or 
Beneficiary making a deferral or receiving payments pay to the Company the amount of any federal, state or local taxes, if any, 
that the Company or any Affiliate is required to withhold with respect to such deferrals or payments or the Company or any 
Affiliate may deduct from other wages paid by the Company or any Affiliate the amount of any withholding taxes due with 
respect to such deferrals or payments. A Participant or Beneficiary shall be solely responsible for any tax consequences 
related to deferrals or payments made under the Plan. The Company shall have no obligation to make any payment under the 



Plan until the Company's or any Affiliate's tax withholding obligations have been satisfied by the Participant or Beneficiary. 

9.4 Amendment and Termination. 

The Committee or its delegate may from time to time, in its discretion, amend, in whole or in part, any or all of the provisions of 
the Plan; provided, however, that no amendment may be made that would impair the rights of a Participant with respect to 
amounts already allocated to his or her Account without the Participant's consent. To the extent consistent with the rules 
relating to plan terminations and liquidations in Treas. Reg. Section 1.409A-3(j)(4)(ix) or otherwise consistent with Section 
409A of the Code, the Committee, in its sole discretion, may terminate the Plan and any related Deferred Compensation 
Election at any time and in that event the Committee may provide that, without the prior written consent of Participants, the 
Participants' Accounts shall be distributed in a single cash lump sum upon termination of the Plan. Unless so distributed in 
accordance with the preceding sentence, in the event of a Plan termination, the Plan Administrator shall continue to maintain 
the Participants' Accounts until distributed pursuant to the terms of the Plan and Participants shall remain one hundred 
percent (100%) vested in all amounts credited to their Accounts. In the event of a Plan termination, the distribution of a 
Participant's Grandfathered Deferral Account and Grandfathered Company Account shall be made pursuant to the provisions of 
the Plan as set forth on October 3, 
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2004, without regard to any amendments after October 3, 2004 which would constitute a material modification for Section 409A 
of the Code, as modified in Appendix A attached hereto. 

9.5 Compliance with Securities and Other Laws. 

Notwithstanding any Plan provision to the contrary, the Committee may at any time impose such restrictions on the Plan and 
participation therein, including limiting the amount of any deferral or the timing thereof, as the Committee may deem advisable 
from time to time in order to comply or preserve compliance with any applicable laws, including any applicable state and 
federal securities laws and exemptions from registration available thereunder. 

9.6 No Trust Created. 

Nothing contained in the Plan and no action taken pursuant to its provisions by the Company or any person, shall create, nor 
be construed to create, a trust of any kind or a fiduciary relationship between the Company or an Affiliate and the Participant, 
Beneficiary, or any other person. 

9.7 Unsecured General Creditor Status of Employee. 

The payments to the Participant, Beneficiary or any other distributees hereunder shall be made from assets which shall 
continue, for all purposes, to be a part of the general, unrestricted assets of the Company. No person shall have or acquire any 
interest in any such assets by virtue of the provisions of the Plan. The Company's obligation hereunder shall be an unfunded 
and unsecured promise to pay money in the future. To the extent that the Participant, Beneficiary or other distributees acquire 
a right to receive payments from the Company under the provisions hereof, such right shall be no greater than the right of any 
unsecured general creditor of the Company. No such person shall have or acquire any legal or equitable right, interest or claim 
in or to any property or assets of the Company. 

In the event that, in its discretion, the Company purchases an insurance policy, or policies, insuring the life of the Employee, or 
any other property, to allow the Company to recover the cost of providing the benefits, in whole, or in part, hereunder, neither 
the Participant, Beneficiary or other distributee shall have or acquire any rights whatsoever therein or in the proceeds therefrom. 
The Company shall be the sole owner and beneficiary of any such policy or policies and, as such, shall possess and, may 
exercise all incidents of ownership therein. No such policy, policies or other property shall be held in any trust for a Participant, 
Beneficiary or other distributee or held as collateral security for any obligation of the Company hereunder. An Employee's 
participation in the underwriting or other steps necessary to acquire such policy or policies may be required by the Company 
and, if required, shall not be a suggestion of any beneficial interest in such policy or policies to a Participant. 

9.8 Limitation. 

A Participant and his or her Beneficiary shall assume all risk in connection with any decrease in value of his or her Account, 
and neither the Company nor the Committee or the Plan Administrator shall be liable or responsible therefor. 

9.9 Payment to Minors and Incompetents. 

If any Participant, spouse, or Beneficiary entitled to receive any benefits hereunder is a minor or is deemed by the Plan 
Administrator or is adjudicated to be legally incapable of giving a valid receipt and discharge for such benefits, the benefits will 
be paid to the person or entity as the Plan Administrator determines has been appointed or established to receive such 
payment on behalf of such person. Such payment shall, to the extent made, be deemed a complete discharge of any payment 
obligation under the Plan. 
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9.10 Acceleration of or Delay in Payments. 

The Plan Administrator, in its sole and absolute discretion, may elect to accelerate the time or form of payment of a benefit 
owed to the Participant hereunder, provided such acceleration is permitted under Treas. Reg. Section 1.409A-3U)(4) and any 
subsequent guidance. The Plan Administrator may also, in its sole and absolute discretion, delay the time for payment of a 
benefit owed to the Participant hereunder, to the extent permitted under Treas. Reg. Section 1.409A- 2(b)(7) and any 
subsequent guidance. 

9.11 Severability. 

If any provision of the Plan shall be held illegal or invalid for any reason, said illegality or invalidity shall not affect the remaining 
provisions hereof; instead, each provision shall be fully severable and the Plan shall be construed and enforced as if said illegal 
or invalid provision had never been included herein. 

9.12 Governing Laws. 

All provisions of the Plan shall be construed in accordance with the laws of Rhode Island, except to the extent preempted by 
federal law. 

9.13 Binding Effect. 

The terms of the Plan shall be binding on each Participant and his or her heirs and legal representatives and on the Company 
and its successors and assigns. 
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APPENDIX A - PROVISIONS APPLICABLE TO A PARTICIPANT'S GRANDFATHERED DEFERRAL 
ACCOUNTANDGRANDFATHEREDCOMPANYACCOUNT 

This Appendix A constitutes an integral part of the Plan and is applicable with respect to the Grandfathered Deferral Account and the 
Grandfathered Company Account of those individuals who were Participants in the Plan on December 31, 2004. The Grandfathered 
Deferral Account and Grandfathered Company Account are subject to all the terms and conditions of the Plan as set forth on October 
3, 2004, without regard to any Plan amendments after October 3, 2004 which would constitute a material modification for Section 409A 
of the Code, as modified below. Section references in this Appendix A correspond to appropriate Sections of the Plan as set forth on 
October 3, 2004. 

ARTICLE I - DEFINITIONS 

Section 2.15 - Company Account means the Participant's Grandfathered Company Account as set forth in Section 2.28. 

Section 2.19 - Deferral Account means the Participant's Grandfathered Deferral Account as set forth in Section 2.29 of the foregoing 
provisions of the Plan. 

For purposes of a Participant's Grandfathered Deferral Account and Grandfathered Company Account, the term Change in Control shall 
have the meaning set forth in the 1997 Incentive Compensation Plan as in effect on October 3, 2004. 

ARTICLE IV - DEFERRALS AND COMPANY CONTRIBUTIONS 

The provisions of Section 4.03 shall continue to apply to a Participant's Grandfathered Deferral Account, Grandfathered Company 
Account and amounts transferred from the Melville Deferred Compensation Plan that were vested on or earlier than December 31, 2004. 

ARTICLE V - MAINTENANCE OF ACCOUNTS 

The provisions of Section V as set forth in the foregoing provisions of the Plan as amended and restated effective as of December 31, 
2008 shall be applicable to a Participant's Grandfathered Deferral Account and Grandfathered Company Account on and after January 
1, 2009. 

ARTICLE VI - PAYMENT OF BENEFIT 

For purposes of this Article VI - Payment of Benefit, the term "termination of employment" or any other similar language means with 
respect to a Participant the complete cessation of providing service to the Company and any Affiliate as an employee. 

6. 2. Form of Payment 

Effective on or after October 1, 2008, a Participant shall not elect installments in excess of ten (10) years or quarterly 
installments. 

6. 3. Disability Distributions 

A Participant shall be entitled to distribution under this Section if such Participant becomes "Disabled" as such term is defined 
under Section 6.03 of the Plan. 

6. 6. Change of Distribution Election 

On and after January 1, 2009, a change in a Specific Future Year distribution date or an Interim distribution date shall be 
effective only if the new Specific Future Year distribution date or an Interim distribution date is not less than five (5) years later 
then the date in effect prior to the change election. 
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CVS HEAL TH CORPORATION 

2007 Employee Stock Purchase Plan 
as amended through January I, 2016 

Exhibit 10.20 

I. Purpose. The purpose of this 2007 Employee Stock Purchase Plan (the "Plan") is to provide employees of CVS Health 
Corporation (the "Company") and its Designated Subsidiaries with an opportunity to purchase Stock of the Company through 
accumulated payroll deductions, enabling such persons to acquire or increase a proprietary interest in the Company in order to 
strengthen the mutuality of interests between such persons and the Company's stockholders, and to provide a benefit that will 
assist the Company in competing to attract and retain employees of high quality. It is the intention of the Company that the Plan 
qualify as an "employee stock purchase plan" under Section 423 of the Code. Accordingly, the provisions of the Plan shall be 
construed in a manner consistent with the requirements of that Section of the Code. 

2. Definitions. For purposes of the Plan, the following terms shall be defined as set forth below, in addition to such terms as 
defined in Section 1 hereof: 

(a) "Account" means the account maintained on behalf of the participant by the Custodian for the purpose of investing in 
Stock and engaging in other transactions permitted under the Plan. 

(b) "Administrator" means the person or persons designated to administer the Plan under Section l 3(a). 

(c) "Board" means the Company's Board of Directors. 

( d) "Code" means the Internal Revenue Code of 1986, as amended from time to time, including regulations thereunder and 
successor provisions and regulations thereto. 

(e) "Committee" means a committee of two or more directors designated by the Board to administer the Plan. 

(f) "Compensation" base salary, overtime, shift premiums, and commissions (all as determined before any applicable 
deductions from pay arc made) but docs not include short or long term disability pay, incentive payments or severance pay. 

(g) "Custodian" means a custodian or any successor thereto as appointed by the Board from time to time. 

(h) "Designated Subsidiaries" means the Subsidiaries which have been designated by the Board from time to time in its sole 
discretion as eligible to have their Employees participate in the Plan. 

(i) "Employee" means any individual who has been employed by the Company or a Designated Subsidiary for at least six 
months (and is actively employed during the two month period prior to the beginning of the Offering Period). To determine 
whether an employee has achieved six months of service, the following shall apply: (i) if an individual is tenninated or takes an 
unauthorized leave of absence and is subsequently reemployed with the Company or a Designated Subsidiary within one year 
of the date of such termination or unauthorized leave, such individual shall be credited with all service time accrued through the 
last day the individual was employed prior to such termination or unauthorized leave of 



absence; and (ii) service with an incorporated or unincorporated entity that is controlled, directly or indirectly, by the 
Company shall be treated as service with the Company. 

U) "Enrollment Date., means the first day of the next Offering Period. 

(k) "Exercise Date" means the last day of each Offering Period. 

(I) "Fair Market Value" means the fair market value of a share of Stock as determined by the Committee or under 
procedures established by the Committee. Unless otherwise determined by the Committee, the Fair Market Value of Stock as 
of any given date shall be the closing price of a share of Stock reported on a consolidated basis for securities listed on the 
New York Stock Exchange for trades on the date as of which such value is being determined or, if that day is not a Trading 
Day, then on the latest previous Trading Day. 

(m) "Offering Period" means the approximately six month period commencing on the first Trading Day on or after January I 
and July I, respectively, and terminating on the last Trading Day in the following June and December, respectively. The 
beginning and ending dates and duration of Offering Periods may be changed pursuant to Section 4 of the Plan. 

(n) "Purchase Price" means an amount equal to 90% of the Fair Market Value of a share of Stock on the Enrollment Date 
or 90% of the Fair Market Value of a share of Stock on the Exercise Date, whichever is lower. " 

( o) "Reserves" means the number of shares of Stock covered by all options under the Plan which have not yet been 
exercised and the number of shares of Stock which have been authorized for issuance under the Plan but which have not yet 
become subject to options. 

(p) "Stock" means the Company's Common Stock, and such other securities as may be substituted (or resubstituted) for 
Stock pursuant to Section 18 hereof. 

(q) "Subsidiary" means any corporation (other than the Company) in an unbroken chain of corporations beginning with the 
Company if each of the corporations (other than the last corporation in the unbroken chain) owns stock possessing 50% or 
more of the total combined voting power of all classes of stock in one of the other corporations in the chain. 

(r) "Trading Day" means a day on which the New York Stock Exchange is open for trading. 

3. Eligibility. 

(a) All Employees (as determined in accordance with Section 2(i) hereof) of the Company or a Designated Subsidiary on a 
given Enrollment Date shall be eligible to participate in the Plan. 

(b) Any provisions of the Plan to the contrary notwithstanding, no Employee shall be granted an option under the Plan (i) to 
the extent that, immediately after the grant, such Employee (or any other person whose Stock would be attributed to such 
Employee pursuant to Section 424( d) of the Code) would own capital stock and/or hold outstanding options to purchase such 
stock possessing 5% or more of the total combined voting power or value of all classes of the capital stock of the Company 
or of any Subsidiary, or (ii) to the extent that his or her rights to purchase stock under all employee stock purchase plans of 
the Company and its Subsidiaries accrue at a rate which exceeds $25,000 worth of stock (determined at the fair market value 
of the shares at the time such option is granted) for each calendar year in which such option is outstanding at any time. 

( e) All participants in the Plan shall have equal rights and privileges (subject to the tenns of the Plan) with respect to options 
outstanding during any given Offering Period. 
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4. Offering Period.\'. The Plan shall be implemented by consecutive Offering Periods with a new Offering Period commencing on 
the first Trading Day on or after January I and July I of each year following the initial Offering Period, or on such other date as 
the Committee shall determine, and continuing thereafier until terminated in accordance with Section 19 hereof. The Committee 
shall have the power to change the beginning date, ending date, and duration of Offering Periods with respect to future offerings 
without stockholder approval if such change is announced at least five days prior to the scheduled beginning of the first Offering 
Period to be affected thereafter, provided that Offering Periods will in all cases comply with applicable limitations under 
Section 423(b )(7) of the Code. 

5. Participation. 

(a) Any person who will be an eligible Employee on a given Enrollment Date may become a participant in the Plan by 
completing a subscription agreement authorizing payroll deductions and filing it with the Administrator prior to such deadline as 
the Administrator may prescribe for such Enrollment Period. 

(b) Payroll deductions for a participant shall commence on the first payroll following the Enrollment Date and shall end on the 
last payroll in the Offering Period to which such authorization is applicable, unless sooner terminated by the participant as 
provided in Section 10 hereof. 

6. Payroll Deductions. 

(a) At the time a participant files his or her subscription agreement, he or she shall elect to have payroll deductions made on 
each pay day during the Offering Period in an amount from 1 % to 15% of the Compensation which he or she recci ves for 
each pay period during the Offering Period. 

(b) All payroll deductions made for a participant shall be credited to his or her Account under the Plan. Payroll deductions 
shall be withheld in whole percentages only, unless otherwise determined by the Committee. A participant may not make any 
additional payments into such Account. 

(c) A participant may discontinue his or her participation in the Plan as provided in Section 10 hereof, or may decrease the 
rate of his or her payroll deductions during the Offering Period, by completing and filing with the Administrator a new 
subscription agreement authorizing a change in payroll deduction rate. Unless otherwise authorized by the Committee, a 
participant may not change or discontinue his or her payroll deduction rate more than once during any Offering Period. The 
change in rate shall be effective with the first payroll period following the first of the month after the Administrator 's receipt of 
the new subscription agreement provided the change in rate election is received by the last business day prior to the fifteenth 
(I S'h) of the preceding month, unless the Company elects to process a given change in participation more quickly. A 
participant's subscription agreement shall remain in effect for successive Offering Periods unless terminated as provided in 
Section 10 hereof. 

( d) The foregoing notwithstanding, to the extent necessary to comply with Section 423(b )(8) of the Code and Section 3(b) 
hereof, a participant's payroll deductions may be terminated at such time during any Offering Period which is scheduled to end 
during the current calendar year (the "Current Offering Period'') that the aggregate of all payroll deductions accumulated 
with respect to the Current Offering Period and any other Offering Period 
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ending in the same calendar year do nor exceed 521,250 (or such other limit as may apply under Code Section 423(b)(8)). 
Payroll deductions shall recommence at the rate provided in such participant's subscription agreement (as previously on file or 
as changed prior to the recommcnccment date in accordance with Section 6( c)) at the beginning of the next Offering Period 
which is scheduled to end in the following calendar year, unless terminated by the participant as provided in Section 10 hereof. 

(c) The Company or any Designated Subsidiary is authorized to withhold from any payment to be made to a participant, 
including any payroll and other payments not related to the Plan, amounts of withholding and other taxes due in connection 
with any transaction under the Plan, including any disposition of shares acquired under the Plan, and a participant 's enrollment 
in the Plan will be deemed to constitute his or her consent to such withholding. At the time of a participant 's exercise of an 
option or disposition of shares acquired under the Plan, the Company may require the participant to make other arrangements 
to meet tax withholding obligations as a condition to exercise of rights or distribution of shares or cash from the participant 's 
Account. In addition, a Participant may be required to advise the Company of sales and other dispositions of Stock acquired 
under the Plan in order to permit the Company to comply with tax laws and to claim any tax deductions to which the 
Company may be entitled with respect to the Plan. 

7. Grant of Option. On the Enrollment Date of each Offering Period, each eligible Employee participating in such Offering 
Period shall be granted an option to purchase on the Exercise Date of such Offering Period, at the applicable Purchase Price, up 
to a number of shares of Stock detem1ined by dividing such Employee's payroll deductions accumulated prior to such Exercise 
Date and retained in the Participant's Account as of the Exercise Date by the applicable Purchase Price; provided that such 
purchase shall be subject to the limitations set forth in Sections 3(b) and 12 hereof. Exercise of the option shall occur as provided 
in Section 8 hereof, unless the participant has withdrawn pursuant to Section I 0 hereof. To the extent not exercised, the option 
shall expire on the last day of the Offering Period. 

8. Exercise of Option. Participant's option for the purchase of shares shall be exercised automatically on the Exercise Date, and 
the maximum number of shares subject to option shall be purchased for such participant at the applicable Purchase Price with the 
accumulated payroll deductions in his or her account. Shares purchased shall include fractional shares calculated to at least three 
decimal places, unless otherwise determined by the Committee. If fracrional shares are not to be purchased for a participant's 
Account, any payroll deductions accumulated in a participant's account not sufficient to purchase a full share shall be retained in 
the participant's account for the subsequent Offering Period, subject to earlier withdrawal by the participant as provided in 
Section 10 hereof. During a participant's lifetime, a participant's option to purchase shares hereunder is exercisable only by him or 
her. 

9. Delivery of Shares; Participant Accou11ts. 

(a) At or as promptly as practicable after the Exercise Date for an Offering Period, the Company will deliver the shares of 
Stock purchased to the Custodian for deposit into the participant's Account. 

(b) Cash dividends on any Stock credited to a participant's Account will be automatically reinvested in additional shares of 
Stock; such amounts will not be available in the form of cash to participants. All cash dividends paid on Stock credited to 
participants' Accounts will 
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be paid over by the Company to the Custodian at the dividend payment date. The Custodian will aggregate all purchases of 
Stock in connection with the Plan for a given dividend payment date. Purchases of Stock for purposes of dividend 
reinvestment will be made as promptly as practicable (but not more than 30 days) after a dividend payment date. The 
Custodian will make such purchases, as directed by the Committee, either (i) in transactions on any securities exchange upon 
which Stock is traded, otherwise in the over -the-counter market, or in negotiated transactions, or (ii) directly from the 
Company at I 00% of the Fair Market Value of a share of Stock on the dividend payment date. Any shares of Stock 
distributed as a dividend or distribution in respect of shares of Stock or in connection with a split of the Stock credited to a 
participant's Account will be credited to such Account. In the event of any other non-cash dividend or distribution in respect 
of Stock credited to a participant's Account, the Custodian will, if reasonably practicable and at the direction of the 
Committee, sell any property received in such dividend or distribution as promptly as practicable and use the proceeds to 
purchase additional shares of Common Stock in the same manner as cash paid over to the Custodian for purposes of dividend 
reinvestment. 

(c) Each participant will be entitled to vote the number of shares of Stock credited to his or her Account (including any 
fractional shares credited to such Account) on any matter as to which the approval of the Company's stockholders is sought. 
If a participant does not vote or grant a valid proxy with respect to shares credited to his or her Account, such shares will be 
voted by the Custodian in accordance with any stock exchange or other rules governing the Custodian in the voting of shares 
held for customer accounts. Similar procedures will apply in the case of any consent solicitation of Company stockholders. 

I 0. Witltdrawal of Payroll Deductions or Sltares; Termination of Employment. 

(a) If a participant decreases his or her payroll deduction rate to zero during an Offering Period, payroll deductions shall not 
resume at the beginning of the succeeding Offering Period unless the participant delivers to the Administrator a new 
subscription agreement. 

(b) Upon a participant's ceasing to be an Employee for any reason (including upon the participant 's death), he or she shall be 
deemed to have elected to withdraw from the Plan and the payroll deductions credited to such participant's Account during 
the Offering Period but not yet used to exercise the option shall be returned to such participant or, in the case of his or her 
death, to the person or persons entitled thereto under Section 14 hereof, and such participant's option shall be automatically 
terminated. 

(c) During the eighteen {18) month period from the first day of each Offering Period a participant (whether or not still an 
Employee) may not withdraw, sell or transfer shares of stock acquired during such Offering Period except: (i) on account of 
the participant's death, or such other reason as the Committee may promulgate in its discretion from time to time, or (ii) if a 
participant who is an Employee incurs a financial hardship which the Administrator determines, in accordance with rules 
established by the Committee, cannot be met from other sources. The amount withdrawn, sold or transferred on account of a 
hardship shall not be in excess of the amounts necessary to meet such financial hardship of the participant, including amounts 
necessary to pay any federal, state or local taxes with respect to such amount. Unless otherwise determined by the 
Committee, a participant may make only one withdrawal, sale or transfer due to hardship in any Offering Period, and the 
minimum amount of such withdrawal, sale or transfer is $500. After the end of such eighteen (18) month period, the 
participant may elect to withdraw, transfer or sell such shares or receive a 
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certificate for such shares. If a participant elects to withdraw shares in certificated form, one or more certificates for whole 
shares shall be issued in the name of, and delivered to, the participant, with such participant receiving cash in lieu of fractional 
shares based on the Fair Market Value of a share of Stock on the date of withdrawal. If shares of Stock are transferred from 
a participant's Account to a broker-dealer or financial institution that maintains an account for the participant, only whole 
shares shall be transferred and cash in lieu of any fractional share shall be paid to such participant based on the Fair Market 
Value of a share of Stock on the date of transfer. A Participant seeking to withdraw, sell or transfer shares of Stock must give 
instructions to the Custodian in such manner and form as may be prescribed by the Committee and the Custodian, which 
instructions will be acted upon as promptly as practicable. Withdrawals and transfers will be subject to any fees imposed in 
accordance with Section I 0( d) hereof. Notwithstanding the foregoing, as a condition for a hardship withdrawal, sale or 
transfer, the participant must furnish proof of a "financial hardship" satisfactory to the Administrator and demonstrate that said 
distribution is necessary to satisfy said financial need. For purposes of this Section I 0, a "financial hardship" means one or 
more of the events defined as a deemed immediate and heavy financial need under the IRS Regulation 1.40 l(k) -1( d)(3)(iii) 
(8), which causes an unforeseeable financial hardship to the participant or his or her family. 

(d) Costs and expenses incurred in the administration of the Plan and maintenance of Accounts will be paid by the Company, 
including annual fees of the Custodian and any brokerage fees and commissions for the purchase of Stock upon reinvestment 
of dividends and distributions. The foregoing notwithstanding, the Custodian may impose or pass through a reasonable fee for 
the withdrawal of Stock in the form of stock certificates (as permitted under Section I 0( c)), and reasonable fees for other 
services unrelated to the purchase of Stock under the Plan, to the extent approved in writing by the Company and 
communicated to participants. In no circumstance shall the Company pay any brokerage fees and commissions for the sale of 
Stock acquired under the Plan by a participant. 

11. lntere.'it. No interest shall accrue on the payroll deductions of a participant in the Plan. 

12. Stock. 

(a) The maximum number of shares of Stock which shall be made available for sale under the Plan shall be thirty (30) million 
shares, subject to adjustment as provided in Section 18 hereof. If, on a given Exercise Date, the number of shares with 
respect to which options are to be exercised exceeds the number of shares then available under the Plan, the Company shall 
make a pro rata allocation of the shares remaining available for purchase in as uniform a manner as shall be practicable and as 
it shall determine to be equitable. Any shares of Stock delivered by the Company under the Plan may consist, in whole or in 
part, of authorized and unissued shares or shares acquired by the Company in the open market. Shares acquired in the open 
market through dividend reinvestment will not count against the Reserves. 

(b) The participant shall have no interest or voting right in shares purchasable upon exercise of his or her option until such 
option has been exercised. 

13. Admini.'itration. 

(a) The Plan shall be administered by the Committee except to the extent the Board elects to administer the Plan, in which 
case references herein to the "Committee" shall be deemed to include references to the "Board". The Committee shall have 
full and final authority to 
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constrnc, interpret and apply the terms of the Plan, to determine eligibility and to adjudicate all disputed claims filed under the 
Plan. The Committee may, in its discretion, delegate authority to the Administrator. Every finding, decision and determination 
made by the Committee or Administrator shall, to the full extent permitted by law, be final and binding upon all parties (except 
for any reserved right of the Committee to review a finding, decision or determination of the Administrator). The Committee, 
Administrator, and each member thereof shall be entitled to, in good faith, rely or act upon any report or other information 
furnished to him or her by any executive officer, other officer or employee of the Company or any Designated Subsidiary, the 
Company's independent auditors, consultants or any other agents assisting in the administration of the Plan. Members of the 
Committee or Administrator and any officer or employee of the Company or any Designated Subsidiary acting at the direction 
or on behalf of the Committee shall not be personally liable for any action or determination taken or made in good faith with 
respect to the Plan, and shall, to the extent permitted by law, be fully indemnified and protected by the Company with respect 
to any such action or determination. 

(b) The Custodian will act as custodian under the Plan, and will perform such duties as arc set forth in the Plan and in any 
agreement between the Company and the Custodian. The Custodian will establish and maintain, as agent for each Participant, 
an Account and any subaccounts as may be necessary or desirable for the administration of the Plan. 

14. Designation of Beneficiary. 

(a) A participant may file a written designation of a beneficiary who is to receive any shares and cash, if any, from the 
participant's Account under the Plan in the event of (i) such participant's death subsequent to an Exercise Date on which the 
option is exercised but prior to a distribution to such participant of shares or cash then held in the participant's Account or 
(ii) such participant's death prior to exercise of the option. If a participant is married and the designated beneficiary is not the 
spouse, spousal consent shall be required for such designation to be effective. 

{b) Such designation of beneficiary may be changed by the participant at any time by written notice. In the event of the death 
of a participant without a valid designated beneficiary who is living at the time of such participant 's death, any shares or cash 
otherwise deliverable under Section I 4(a) shall be deliverable to the paiticipanr's surviving spouse or, if there is no surviving 
spouse, to such participant's estate. 

15. Transferability. Neither payroll deductions credited to a participant's account nor any rights with regard to the exercise of 
an option or to receive shares under the Plan may be assigned, transferred, pledged or otherwise disposed of in any way (other 
than by will, the laws of descent and distribution or as provided in Section 14 hereof) by the participant. Any such attempt at 
assignment, transfer, pledge or other disposition shall be without effect. 

16. Use of Funds. All payroll deductions received or held by the Company under the Plan may be used by the Company for any 
corporate purpose, and the Company shall not be obligated to segregate such payroll deductions. 

17. Reports. An individual Account shall be maintained by the Custodian for each participant in the Plan. Statements of Account 
shall be given to each participant at least annually, which statements shall set forth the amounts of payroll deductions, the Purchase 
Price, the number of 
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shares purchased, any remaining cash balance, and other information deemed relevant by the Committee. 

18. Adjustments Upon Changes in Capitalization, Dissolution, Liquidation, Merger or Asset Sale. 

(a) Changes in Capitalization. The Committee shall proportionately adjust the Reserves and the price per share and the 
number of shares of Stock covered by each option under the Plan which has not yet been exercised for any increase or 
decrease in the number of issued shares of Stock resulting from a stock split, reverse stock split, stock dividend, combination 
or reclassification of the Stock, or other extraordinary corporate event which affects the Stock in order to prevent dilution or 
enlargement of the rights of participants. The determination of the Committee with respect to any such adjustment shall be 
final, binding and conclusive. 

(b) Dissolution or Liquidation. Jn the event of the proposed dissolution or liquidation of the Company, the Offering Period 
shall terminate immediately prior to the consummation of such proposed action, unless otherwise provided by the Committee. 

( c) Asset Sale or Merger. In the event of a proposed sale of all or substantially all of the assets of the Company, or the 
merger of the Company with or into another corporation, the Committee shall shorten the Offering Period then in progress by 
setting a new Exercise Date (the "New Exercise Date"). The New Exercise Date shall be before the date of the Company's 
proposed asset sale or merger. The Committee shall notify each participant in writing, at least ten business days prior to the 
New Exercise Date, that the Exercise Date for the participant's option has been changed to the New Exercise Date and that 
the participant's option shall be exercised automatically on the New Exercise Date, unless prior to such date the participant 
has withdrawn from the Offering Period as provided in Section I 0 hereof. 

19. Amendment or Termination. 

(a) The Board (and the Committee or the Administrator except with respect to the number of shares of Stock available under 
the Plan under Section 12) may at any time and for any reason terminate or amend the Plan. Except as provided in Section 18 
hereof, no such termination can affect options previously granted, provided that an Offering Period may be terminated by the 
Board of Directors by shortening the Offering Period and accelerating the Exercise Date to a date not prior to the date of such 
Board action if the Board determines that termination of the Plan is in the best interests of the Company and its stockholders. 
Except as provided in Section 18 and this Section 19, no amendment may make any change in any option theretofore granted 
which materially adversely affects the rights of any participant, and any amendment will be subject to the approval of the 
Company's stockholders not later than one year after Board approval of such amendment if such stockholder approval is 
required by any federal or state law or regulation or the rules of any stock exchange or automated quotation system on which 
the Stock may then be listed or quoted, or if such stockholder approval is necessary in order for the Plan to continue to meet 
the requirements of Section 423 of the Code, and the Board may otherwise, in its discretion, determine to submit any 
amendment to stockholders for approval. 

(b) Without stockholder consent and without regard to whether any participant rights may be considered to have been 
"adversely affected," the Committee shall be entitled to change the Offering Periods, limit the frequency and/or number of 
changes in the amount withheld during an Offering Period, establish the exchange ratio applicable to amounts withheld in a 
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currency other than U.S. dollars, pennit payroll withholding in excess of the amount designated by a participant in order to 
adjust for delays or mistakes in the Company's processing of properly completed withholding elections, establish reasonable 
waiting and adjustment periods and/or accounting and crediting procedures to ensure that amounts applied toward the 
purchase of Stock for each participant properly correspond with amounts withheld from the participant's Compensation, and 
establish such other limitations or procedures as the Committee determines in its sole discretion are advisable and consistent 
with the Plan. 

20. Notices. All notices or other communications by a participant to the Company under or in connection with the Plan shall be 
deemed to have been duly given when received in the form specified by the Company at the location, or by the person, designated 
by the Company for the receipt thereof. 

21. Conditions Upon Issuance of Shares. The Company shall not be obligated to issue shares with respect to an option unless 
the exercise of such option and the issuance and delivery of such shares pursuant thereto shall comply with all applicable 
provisions of law, domestic or foreign, including, without limitation, the Securities Act of 1933, as amended, the Securities 
Exchange Act of 1934, as amended, the rules and regulations promulgated thereunder, and the requirements of any stock 
exchange or automated quotation system upon which the shares may then be listed or quoted, and shall be further subject to the 
approval of counsel for the Company with respect to such compliance. 

22. Plan Effective Date and Stockholder Approval. The Plan was adopted by the Board on March 7, 2007, and became 
effective upon approval by the Company's stockholders on May 9, 2007 by a vote sufficient to meet the requirements of Section 
423(b)(2) of the Code. The Plan as amended was adopted by the Board on March 6, 2013, and became effective upon approval 
by the Company's stockholders on May 9, 2013 by a vote sufficient to meet the requirements of Section 423(b )(2) of the Code. 
Additional amendments not requiring approval by the Company's stockholders were adopted by the Board on November 4, 
2015 and became effective on January I, 2016. 
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Exhibit t 0.2 t 

v©W~Health 
2015 Management Incentive Plan 

I. Objectives and Summary 

CVS Health Corporation's Management Incentive Plan (the ''MIP") is designed to reward incentive-eligible employees ("Eligible 
Participants") of CVS Health Corporation and its subsidiaries (together, "the Company") for their role in driving performance and to 
encourage Eligible Participants' continued employment with the Company. Funding for the payment of incentive awards will be based on 
actual results measured against pre-established financial goals. The amount of each incentive award paid will be based on the 
performance of the Company and the performance of the individual Eligible Participant. 

The MlP shall be administered by the Management Planning and Development Committee (the "Committee") of the Board of Directors 
(the "Board") under the provisions herein and of the 20 I 0 Incentive Compensation Plan (the "ICP"). and the Committee may delegate to 
officers of CVS Health the authority to perform administrative functions of the MIP as the Committee may determine and may appoint 
officers and others to assist it in administering the MIP. 

II. Plan Year 
The MIP is a calendar year plan. which nms from January I to December 31. 2015 ("Plan Year"). All dates in this document occur during 

the Plan Y car unless otherwise stated. 

Ill. Eligibility 

A. Eligibility for Participation 
The Chief Executive Officer of CVS Health Corporation ("CEO") will determine those employees who arc eligible for participation in the 
MIP. provided that the Committee shall determine the eligibility of employees who arc or may be subject to Section 162(m) of the Internal 
Revenue Code (collectively, "Section 162(111) Eligible Participants", whom will also be included in the term "Eligible Participants" unless 
otherwise noted). In general. Eligible Participants include all exempt employees who arc not covered by any other incentive plans 
(including the Executive Incentive Plan) and who arc employed on or before November 1 of the Plan Y car; provided. however. that an 

employee who becomes a Section l 62(m) Eligible Participant after January I of the Plan Year shall be eligible for an award under the MIP 
only to the extent that such award docs not violate the requirements of Section 162(m). 

The CEO (or. as to Section l 62(m) Eligible Participants, the Committee) may, for any reason and in his or her (or its) sole discretion, at any 
time prior to the end of the Plan Year, determine an employee's eligibility for participation in the MIP. Eligible Participants arc subject to 
the terms and conditions relating to incentive awards set forth in the MIP. 

B. Section 162(m) Eligible Participants 

Section I 62(m) Eligible Participants shall be subject to the limitations required to comply with the provisions of Section I 62(m). Subject to 
the requirements of Section I 62(m). the Committee shall retain sole discretion to determine a Section l 62(m) Eligible Participant's eligibility 
for an award, the target award. and the amount of the actual award. In no event shall a Section I 62(m) Eligible Participant's award exceed 
the amount permitted by Section 162(m). 

C. Newly-Eligible Employees 
The award. if any. to an Eligible Participant who became an Eligible Participant after the beginning of the Plan Year may be prorated based 
on the date of eligibility. 

D. Position Change 
An employee who becomes an Eligible Participant on or before November I of the Plan Year as a result of a position change may be 
eligible for a prorated MIP award. If a position change results in an an employee becoming an Eligible Participant for part of the Plan Y car 

and other incentives during other parts of the Plan Year. the employee may be 
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eligible to receive a prorated award for the amount of time in each incentive eligible position. subject to the terms of each applicable 
incentive plan. A position change from one MIP-cligiblc position to another MIP-eligiblc postion during the Plan Year docs not result in a 
prorata award but rather an award funded on the base salary of the Eligible Participant on December 31 of the Plan Year and the individual 
award opportunity as of that date. 

E. Demotions 
If a previously Eligible Participant is demoted to a non-incentive eligible position due to his or her violation of CVS Health policy or his or 
her performance. or if he or she voluntarily transfers to a non -incentive eligible position during the Plan Y car. and is in the non-incentive 
eligible position on the last day of the Plan Year. he or she will not be eligible to earn an incentive award for the Plan Year under the MIP. 

F. Terminations 

Unless otherwise stated in Section VII of the MIP. if an Eligible Participant's employment terminates prior to the final determination of 
incentive awards for the Plan Year. he or she will not be eligible to receive an incentive award under the MIP. The final determination of 
incentive awards generally occurs in February of the year following the Plan Year. 

G. Rehires 
Employees who arc rehired as Eligible Participants on or before November 1 of the Plan Year may be eligible for a prorated incentive 
award. For purposes of proration. credit will only be given for time worked during the Plan Y car in incentive-eligible positions. 

IV. Target Measurements and Total Pool 

A. Consolidated Company Funding 
MIP funding is based on consolidated Company performance, measured by Operating Profit, Pharmacy Benefit Management ("PBM") 
Client Satisfaction. and Retail Customer Service as defined below. Achievement of the Company's Operating Profit target will determine 
80% of the total funding (the ""Total Pool"); achievement of PBM Client Satisfaction targets will determine 10% of the Total Pool; and 
achievement of the Retail Customer Service target. as measured by 'myCustomer Experience· scores. will determine the remaining 10% of 
the Total Pool. 

I. Operating Profit 
Operating Profit is determined by reference to EBIT (see Exhibit A) and may be adjusted by the financial adjustments as 
approved by the Committee prior to the end of the first fiscal quarter of the Plan Year (the "Financial Adjustments"'). 

If Operating Profit is below the minimum thrcshhold of 96.9% (see Exhibit B). no formulaic funding will be made available for 
incentive awards, regardless of Retail Customer Service and PBM Client Satisfaction performance. and there shall be no 
incentive awards paid under the MIP. 

2. PBM Client Satisfaction 
Achievement of the PBM Client Satisfaction component of incentive funding will be determined by the aggregate actual 
performance against target (see Exhibit B) of the weighted composite of the following surveys: 

Client Relationship and Loyalty Survey (weight= 50%) 

Mail Service Pharmacy and Customer Care Survey (weight= 25%) 

Specialty Pharmacy Satisfaction Survey (weight= 25%) 

PBM Client Satisfaction funding is subject to adjustment based on Operating Profit. 

3. Retail Customer Service 
The Retail Customer Service component of the incentive funding will be determined using the myCustomer Experience actual 
performance against the target (see Exhibit B). The myCustomer Experience score is derived based on Rx Score and Front Store 
score and assigned weightings. 

Retail Customer Service funding is subject to adjustment based on Operating Profit. 
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COMPANY PERFORMANCE - TARGET MEASUREMENTS 

Percent Measurement Achievement Measured 
Measurement Weight Tool Against Modifier 

Earnings Before Interest and 
CEO & Committee 

Operating Profit 80% 2015 EBIT Goal Discretion <1> Taxes ( .. EBIT") 
Financial Adjustments 

PBM 
Client Relationship and Loyalty. 2015 PBM 

Client Satisfaction 
10% Customer Care. Mail Service and Client Satisfaction Operating Profit Funding 

Specialty Surveys Target 

Retail Customer 
10% myCustomer Service Scorecard 

2015 myCustomer 
Operating Profit Funding 

Service Experience Target 

'"Subject to restrictions applicable to Section l 62(m) Eligible Participants 

B. Total Pool Funding 
After the achievement of at least threshold for Operating Profit has been confirmed, performance of PBM Client Satisfaction and Retail 
Customer Service compared to target for the Plan Year will be calculated. The Total Pool for all business units will be fully based (I 00%) 

on consolidated Company performance. 

The CEO or. in the case of Section I 62(m) Eligible Participants. the Committee may adjust the funding of the Total Pool at his or her or its 
discretion based on (a) input from the PBM and Retail Presidents and Finance regarding their assessment of the overall performance of 

the Company; and (b) assessment of the achievement of Plan Year performance goals. In no case. however. can the CEO or the Committee 
increase Total Pool funding due to PBM Client Satisfaction or Retail Customer Service results. 

C. Individual Performance 
The Total Pool will be available for award to Eligible Participants under the MIP, taking into account the individual contribution of each 
Eligible Participant. The amount, if any, of the incentive award for an Eligible Participant shall be dctemined in the sole discretion of the 
Company, which shall be final. binding and conclusive as to all parties having an interest therein. The amount. if any, of the incentive 
award for a Section I 62(m) Eligible Participant shall be determined in the sole discretion of the Committee. which shall be final. binding 
and conclusive as to all parties having an interest therein. 

V. Earnings and Payout 

A. Timing 
Incentive awards will be paid to Eligible Participants as soon as administratively feasible following the date the Total Pool is determined 
and approved and the amount of incentive payments is determined for each eligible participant. but in any case on or before March 15 of 
the year immediately following the Plan Year. Incentive payments under the MIP may be subject to garnishments and other state or 
federal requirements. 

B. Calculations 

Calculations for full and partial awards will be based on each Eligible Participant's annual base salary and individual target opportunity as 
of the last day of the Plan Year. 

For purposes of proration. the l 5'h of the month will be used to determine if the month is included or excluded from the incentive 
calculation, as follows: 

1. If an Eligible Participant is hired or returns to work from an authorized leave of absence on or before the 15'h of the month, 
the full month will be included in the incentive calculations. 

2. !fan Eligible Participant is hired or returns to work from an authorized leave of absence after the 15'h of the month, then the 
full month will be excluded from the incentive calculations. 
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3. If an Eligible Participant's employment is terminated on or before the l S'h of the month and the employee is eligible for a 
prorated award under the Plan. then the full month will be excluded from incentive calculations. 

4. If an Eligible Participant's employment is tcm1inatcd after the l S'h of the month and the employee is eligible for a prorated 
award under the Plan. then the full month will be included in the incentive calculations. 

Examples: 

a. An employee is hired as an Eligible Participant on September I 4•h. Because the Eligible Participant is actively employed 
prior to the I S'h of September. the full month of September will be included in his/her prorated incentive award and the 
Eligible Participant will receive a prorated incentive award covering a total of four months. The award will be calculated 
using the Eligible Participant's individual award opportunity target and base salary as of December 31 ". 

b. An Eligible Participant begins a personal leave of absence on June 3'd and returns to active status on July 22"d. 
Assuming the Eligible Participant was incentive eligible for the entire year. the months of June and July will be excluded 
from the Eligible Participant's incentive award and the Eligible Participant will receive a prorated incentive award 

covering a total of 10 months. The award will be calculated using the Eligible Participant's individual award opportunity 
target and base salary as of December 31 ". 

C. Award Opportunity 
Individual target awards will be determined by position and may vary based on the Eligible Participant's level in the organization. 

D. Obligation to Pay Out Percentage of Total Pool 
Eligible Participants, as a group, have a right to receive an amount at least equal to the Total Pool. but no individual Eligible Participant 
shall be entitled to receive an award or any specific amount of the Total Pool. In no event will the aggregate of the total awards paid from 
the MIP be less than 92.5% of the Total Pool. To discourage unmerited litigation, any party or class asserting a challenge or claim against 
the Company under any provision of the MIP, including this Section V, shall bear their own costs relating to such challenge or claim, and 
if the challenge or claim is unsuccessful, such party or class shall reimburse the Company for all reasonable costs incurred by the 
Company in responding to such challenge or claim. 

VI. Corrections to Incentive Awards 

Any requested corrections to incentive award calculations must be submitted through the Human Resources Business Partner to 
Compensation by April 15 of the year following the Plan Year. 

VII. Eligible Particioant Status 

A. Performance 
Subject to the requirements of Section 162(m). the Company has full discretion in determining the amount. if any. of a MIP award to an 
Eligible Participant. including Eligible Participants whose awards may be based on SGis. and the Participant's individual performance 

throughout the Plan Year will be considered by the Company in the final detennination of the Eligible Participant's incentive award. 

B. Leaves of Absence 

An Eligible Participant on a Company-approved leave of absence at any time during the Plan Year who remains employed in an eligible 
position as of the last day of the Plan Year will earn a prorated incentive award based on the number of months actively worked (including 
time compensated as vacation. myTime or Paid Time Off ("PTO")) during the Plan Year. provided he or she meets all other eligibility 
criteria for an incentive award. For purposes of proration. the l S'h of the month will be used to detcnnine if the month is included or 
excluded from the incentive calculation. as set forth above in Section V.B. 
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C. Reduction in Force, Retirement and Death 

I. Reduction in Force 
If an Eligible Participant is separated from employment by the Company on or before the last day of the Plan Year due to 

a reduction in force, he or she may be eligible, al the Company's discretion, lo receive a prorated incentive award based on the 
number of months worked during the Plan Year and incentive targets in place immediately before the separation date, provided 
the Eligible Participant meets all other eligibility criteria for an incentive award. For purposes of proration, the 15 'h of the month 

will be used to determine if the month is included or excluded from the incentive calculation, as set forth above. 

2. Retirement 

If an Eligible Participant is at least age 55 and has a minimum of I 0 years of service with CVS Health or a predecessor 
company/subsidiary or is at least age 60 and has a minimum of 5 years of service with CVS Health or a predecessor 
company/subsidiary and the Eligible Participant retires before the end of the Plan Year, he/she may be eligible to receive a 
prorated incentive award based on the number of months worked during the Plan Year and incentive targets in place immediately 
before the termination date, provided he/she meets all other eligibility criteria for an incentive award. Eligible Participants who do 
not meet the minimum retirement requirements under this section at the time of retirement and who retire before the end of the 
Plan Year will not be eligible for an incentive award. 

3. Death 
In case of the death of an Eligible Participant, a prorated incentive award may be paid to the Eligible Participant's 

spouse, if living: otherwise, in equal shares to surviving children of the Eligible Participant. If there arc no surviving children, the 

benefit shall be paid to the Eligible Participant's estate. The incentive award will be prorated based on the number of months the 

Eligible Participant worked during the Plan Year and incentive targets in place immediately before the termination date. and 

shall be paid as soon as administratively practicable following the death of the Eligible Participant but no later than March 15 of 

the year following the Plan Year. 

VIII. Miscellaneous 

A. No Promise of Continued Employment 

The MIP docs not create an express or implied contract of employment between CVS Heath and an Eligible Participant. Both CVS Health 
and the Eligible Participant retain the right to terminate the employment relationship al will, at any time and for any reason. 

B. Rights arc Non-Assignable 

Neither the Eligible Participant, nor any beneficiary, nor any other person shall have any right lo assign. in whole or in part, the 
right lo receive payments under the MIP. Payments arc non-assignable and non-transferable, whether voluntarily or involuntarily. 

C. Compliance with Applicable Law 

An Eligible Participant must comply with all applicable state and federal law and CVS Health policies to be eligible to receive an 
incentive award under the MIP. 

CVS Health will comply with all applicable laws concerning incentive awards: the MIP and its administration arc not intended to connict 
with any applicable stale or federal law. 

D. Change in Control 

In the event of a change in control of CVS Health. as defined in the ICP. the MIP shall remain in full force and effect. Any amendments, 
modifications. termination or dissolution of the MIP by the acquiring entity may only occur prospectively and will not affect incentive 
targets or awards or eligibility in place immediately before the date of the change in control or such later date as it may be modified or 
dissolved by the acquiring entity. 

Provisions regarding the payment of annual incentive awards that arc set forth in change in control agreements with Eligible Employees 
shall supersede those appearing in the MIP. 



[. Withholding 
All required deductions will be withheld from the incentive awards prior to distribution. This includes all applicable federal. state. 

or local taxes. as well as any eligible 401(k) deductions and deferred compensation contributions as defined by the applicable plans. 
Incentive awards that arc deferred will be taxed according to applicable federal and state tax law. Each Eligible Participant shall be solely 
responsible for any tax consequences of his or her award hereunder. 

F. MIP Amendment/Modificationrfermination 
CVS Health retains the right to amend. modify. or terminate the MIP at any time on or before the last day of the Plan Y car for any reason. 
with or without notice to Eligible Participants. provided that no changes shall be made with respect to a Section I 62(m) Eligible Participant 

that would not comply with the requirements of Section I 62(m). 

G. MIP Interpretation 
All inquiries with respect to the MIP and any requests for interpretation of any provision in the MIP must be submitted to the appropriate 
Human Resources Business Partner in writing. Failure to submit a re4uest for resolution ofa dispute or 4uestion in writing within 30 days 
of distribution of the incentive award may result in a waiver of the Eligible Participant's rights to dispute the MIP provision or amount of 

the incentive award. 

Capitalized terms not otherwise defined herein shall have the meaning assigned to such defined tcrrn(s) in the ICP. In the event of any 
conflict between the ICP and the MIP. the terms of the ICP shall govern. 

H. Recoupment of Incentive Awards 

Each incentive award under the MIP shall be subject to the terms of the Company's Rccoupment Policy as it exists from time to time. 
which may require the Eligible Employee to immediately repay to the Company the value of any pre-tax economic benefit that he or she 
may derive from the MIP. 

I. Section 409A of the Internal Revenue Code 
The Company intends that the MIP not violate any applicable provision of. or result in any additional tax or penalty under. Section 409A 
of the Code, as amended, and the regulations and guidance thereunder (collectively, ··section 409A"). and that to the extent any 
provisions of the Plan do not comply with Section 409A the Company will make such changes as it deems reasonable in order to comply 

with Section 409A. Payments hereunder arc intended to qualify as short-terrn deferral payments under Section 409A. In all events, the 
provisions of CVS Health Corporation's Universal 409A Definition Document are hereby incorporated by reference. and notwithstanding 
the any other provision of the Plan or any Award to the contrary. to the extent required to avoid a violation of the applicable rules under 

Section 409A by reason of Section 409A(a){2)(B)(i) of the Code (requiring certain delays for "specified employees"). payment of any 
amounts subject to Section 409A shall be delayed until the first business day of the seventh (7 1h) month following the date of termination 
of employment. For purposes of any provision of the Plan providing for the payment of any amounts or benefits in connection with a 
tcrrnination of employment. references to an Eligible Person's "termination of employment" (and corollary terms) shall be construed to 
refer to the Eligible Person's "separation from service" with the Company as determined under Sei.:tion 409A. 
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Exhibit I 0.22 

v©\\!/~Health 
2015 Executive Incentive Plan 

I. Objectives and Summary 
CVS Health Corporation's Executive Incentive Plan (the "Plan") governs annual incentive awards for certain key executive 
officers of CVS Health Corporation and its subsidiaries (together, "the Company"). The purpose of the Plan is to reward 
certain key executive officers of the Company for their material contributions to the Company and to motivate them to 
continue making such contributions in the future. The Plan is intended to provide performance -based compensation within the 
meaning of Section l 62(m) of the Internal Revenue Code of 1986, as amended (the "Code"), and the provisions of the Plan 
shall be construed and interpreted to effectuate such intent. 

The Management Planning and Development Committee (the "Committee") of the Board of Directors (the "Board") shall 
administer the Plan under the provisions herein and of the 2010 Incentive Compensation Plan (the "ICP") and shall have 
authority, without limitation, to determine the Participants (as defined in Section Ill), to determine the terms and conditions of 
any Award (as defined in Section Ill) and to interpret the Plan. Subject to the provisions of Section 162(m) of the Code, the 
Committee may, in its sole discretion, delegate to officers of CVS Health the authority to perform administrative functions of 
the Plan as the Committee may determine and may appoint officers and others to assist it in administering the Plan. 

11. Plan Y car 
The Plan is a calendar year plan, which runs from January I to December 31 ( "Plan Y car"). 

111. Eligible Participants 
Within 90 days after the start of the applicable Plan Year, the Committee shall designate the key executives of the Company 
who are eligible to participate in the Plan for the Plan Year (each, a "Participant") and to receive an award under the terms 
of the Plan (an "A ward"). The Participants for the Plan Year shall be set forth in the Exhibit A to the Plan related to the 
Plan Year ("Exhibit A"). Except as the Committee may otherwise determine, it is intended that the Participants for any Plan 
Year shall include all employees who are treated as "covered employees" within the meaning of Section I 62(m)(3) of the 
Code for that Plan Year and whose compensation for such Plan Year consequently may be subject to the limit on deductible 
compensation imposed by Section l 62(m) of the Code. The Committee may designate a key executive as a Participant after 
the first 90 days of the applicable Plan Year, but only if the key executive is a new employee of the Company. 

IV. Bonus Pool 
A. For each Plan Year, the Company will establish a pool of funds for that Plan Year in an amount equal to 0.5% of 
the Company's Adjusted Net Income for the Plan year (the "Bonus Pool"). For purposes of the Plan, "Adjusted Net 

Income" is defined as adjusted income from continuing operations attributable to CVS Health as reported by the Company in 

its year-end earnings. Within 90 days of the start of the Plan Year, the Committee may make provision for excluding from 

the calculation of the Bonus Pool the effect of extraordinary events and changes in accounting methods, practices or policies. 

B. Within 90 days of the start of each Plan Year, the Committee will designate a percentage of the Bonus Pool to be 
allocated to each Participant and a percentage to be reserved in the event the Committee wishes to allocate a percentage to 
a new Participant, if any, after the first 90 days of the applicable Plan Year. The allocations will be set forth in the Exhibit A 
for the Plan Year. The maximum allocation that may 
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be made to any Participant for a Plan Year will be 40%, and in no event shall the allocations, in the aggregate, exceed I 00% 
of the Bonus Pool. Regardless of the foregoing, in no event shall any Participant be entitled to receive more than his or her 
individual cap as set forth in Exhibit A for the Plan Year. 

V. Awards 
A. Following the completion of each Plan Year, the Committee shall certify in writing the amount of the Bonus Pool and 
the actual Award amount, if any, payable to each Participant for such Plan Year. Subject to Section Y.B, the actual Award 
amount payable to a Participant shall equal his or her allocable percentage of the Bonus Pool as certified by the Committee. 

B. The Committee in its sole and exclusive discretion may reduce (including a reduction to zero) the Award to a 
Participant otherwise payable under the Plan for the Plan Year at any time prior to the payment of the Award to the 
Participant. The exercise of such negative discretion with respect to one Participant shall not result in an increase in the 
amount payable to any other Participant. 

VI. Payment of Awards 
A. Subject to Section V, a Participant shall receive payment of an Award if he or she remains employed by the 
Company through the final determination of incentive awards for the Plan Year; provided, however, that no Participant shall 
be entitled to payment of an Award hereunder until the Committee makes the certification provided for in Section V. The 
final determination of incentive awards generally occurs in February of the year following the Plan Year. 

B. Awards shall be paid in cash or in any other form prescribed by the Committee and shall be paid to Participants as 
soon as administratively feasible following the date that annual bonuses are determined and approved for Company 
employees generally, but in any case on or before March 15 of the year immediately following the Plan Year. Awards may 
be subject to garnishments and other state or federal tax withholding requirements. 

C. Calculations for full and partial awards will be based on each Participant 's annual base salary and individual target 
opportunity as of December 31st of the Plan Year. For purposes of proration, the 15th of the month will be used to determine 
if the month is included or excluded from the incentive calculation, as follows: 

I. If a Participant's employment is terminated on or before the 15th of the month and the employee is eligible for a 
prorated award under the Plan, then the full month will be excluded from incentive calculations. 

2. If a Participant's employment is terminated after the 15th of the month and the employee is eligible for a prorated 
award under the Plan, then the full month will be included in the incentive calculations. 

VII. Retirement and Death 

A. If a Participant is at least age 55 and has a minimum of I 0 years of service with the Company or is at least age 
60 and has a minimum of 5 years of service with the Company and the Participant retires before the end of the Plan Year, 
he/she may be eligible to receive a prorated Award based on the number of months worked during the Plan Year, provided 
he/she meets all other eligibility criteria for an Award. Participants who do not meet the minimum retirement requirements 
under this section at the time of retirement and who retire before the end of the Plan Year will not be eligible for an Award. 

B. In the case of the death of a Participant before the end of the Plan Year, a prorated Award may be paid to the 
Participant's spouse, if living; otherwise, a prorated Award may be paid in equal shares to surviving children of the 
Participant. If there are no surviving children, a prorated Award may be paid to 
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the Participant's estate. If an Award is paid, the Award will be prorated based on the number of months the Participant 
worked during the Plan Year. 

VIII. Miscellaneous 

A. No Promise of Continued Employment 
The Plan does not create an express or implied contract of employment between the Company and a Participant. Both the 
Company and the Participant retain the right to terminate the employment relationship at will, at any time and for any reason. 

B. Rights arc Non-Assignable 
Neither the Participant, nor any beneficiary, nor any other person shall have any right to assign, in whole or in part, 

the right to receive payments under the Plan. Payments are non-assignable and non-transferable, whether voluntarily or 
involuntarily. 

C. Compliance with Applicable Law 
A Participant must comply with all applicable state and federal law and the policies of the Company to be eligible to 

receive an Award under the Plan. 

The Company will comply with all applicable laws concerning incentive awards; the Plan and its administration are not 
intended to conflict with any applicable state or federal law. 

D. Change in Control 
In the event of a change in control of the Company, as defined in the ICP, the Plan shall remain in full force and effect. Any 
amendments, modifications, termination or dissolution of the Plan by the acquiring entity may only occur prospectively and 
will not affect incentive earnings or eligibility before the date of the change in control or such date as it may be modified or 
dissolved by the acquiring entity. 

Provisions regarding the payment of annual incentive awards that are set forth m change in control agreements with 
Participants shall supersede those appearing in the Plan. 

E. Withholding 
All required deductions will be withheld from the Awards prior to distribution. This includes all applicable federal, 

state, or local taxes, as well as any eligible 401 (k) deductions and deferred compensation contributions as defined by the 
applicable plans. Awards that are deferred will be taxed according to applicable federal and state tax law. Each Participant 
shall be solely responsible for any tax consequences of his or her Award hereunder. 

F. Amendment/Modification/Termination 
The Company retains the right to amend, modify, or terminate the Plan at any time on or before the last day of the Plan Year 
for any reason, with or without notice to Participants, provided that no changes shall be made that would not comply with the 
requirements of Section I 62(m) of the Code. 

G. Interpretation 
All inquiries with respect to the Plan and any requests for interpretation of any provision in the Plan must be submitted to the 
Committee in writing. Failure to submit a request for resolution of a dispute or question in writing within 30 days of 
distribution of the Award shall result in a waiver of the Participant 's rights to dispute the Plan provision or amount of the 
Award. 

Capitalized terms not otherwise defined herein shall have the meaning assigned to such defined term(s) in the ICP. In the 
event of any conflict between the ICP and the Plan, the terms of the ICP shall govern. 
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H. Recoupment of Incentive Awards 
Each Award under the Plan shall be subject to the terms of the Company 's Recoupment Policy as it exists from time to time, 
which may require a Participant to immediately repay to the Company the value of any pre -tax economic benefit that he or 
she may derive from the Plan. 

I. Section 409A of the Internal Revenue Code 
The Company intends that the MIP not violate any applicable provision of, or result in any additional tax or penalty under, 
Section 409A of the Code, as amended, and the regulations and guidance thereunder (collectively, "Section 409A"), and that 
to the extent any provisions of the Plan do not comply with Section 409A the Company will make such changes as it deems 
reasonable in order to comply with Section 409A. Payments hereunder are intended to qualify as short -term deferral 
payments under Section 409A. In all events, the provisions of CVS Health Corporation 's Universal 409A Definition 
Document are hereby incorporated by reference. Notwithstanding any other provision of the Plan or any Award to the 
contrary, to the extent required to avoid a violation of Section 409A, payment of any amounts to "specified employees" shall 
be delayed until the first business day of the seventh (7th) month following the date of termination of employment. References 
to an Eligible Person's ''termination of employment" (and corollary terms) shall be construed to refer to the Eligible Person 's 
''separation from service" with the Company as determined under Section 409A. 
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CVS HEAL TH CORPORATION SEVERANCE PLAN 
FOR NON-STORE EMPLOYEES 
(Amended as of January 1, 2015) 

WHEREAS, CVS Health Corporation (the "Company") has established the CVS Caremark Severance Plan for Non-Store 
Employees (the "Plan") to provide financial assistance to employees in non -store positions who are involuntarily terminated and are 
eligible within the terms and conditions of the Plan; 

WHEREAS, it is intended that the Plan constitute an employee welfare benefit plan within the scope of Section 3( I) of the 
Employee Retirement Income Security Act of 1974, as amended ( "ERISA"), that the Plan constitute a separation pay plan within the 
scope of Department of Labor ("DOL") Regulation Section 2510.3-2(b ), and that all payments made under the Plan be deductible by 
the Company under Section I 62(a) of the Internal Revenue Code of 1986, as amended (the "Code"); 

WHEREAS, the benefits provided under the Plan are intended to constitute separation pay within the meaning of Treasury 
Regulation Section l.409A- I (b )(9)(iii); 

WHEREAS, this document is the official plan document; 

WHEREAS, the Company wishes to change the Plan name to reflect the change in the Company 's name; and 

WHEREAS, the Company wishes to make certain amendments to the Plan, effective as of January I, 2015 {the "Effective 
Date"); 

NOW, THEREFORE, as of the Effective Date, the Company does hereby amend the Plan to provide as follows: 

ARTICLE I 
DEFINITIONS 

For purposes of the Plan, the following terms, when used with an initial capital letter, shall have the meaning set forth below 
unless a different meaning is plainly required by the context. 

1.1 "Affiliate" shall mean (a) any corporation which is required to be aggregated with the Company under Code Section 
414(b), (c), {m), or (o) and (b) any other entity in which the Company has an ownership interest and which the Company designates 
as an Affiliate for purposes of the Plan. 

1.2 "Cause" shall refer to a termination of an Eligible Employee's employment because of the Eligible Employee's (a) poor 
perfonnance; (b) acts of unethical business activity, including but not limited to fraud, misappropriation, embezzlement, dishonesty, 
harassment, discrimination in violation of Employer policies, or willful or negligent destruction of property of an Employer or an 
Affiliate; {c) misconduct that is reasonably likely to cause material damage (monetary or otherwise) to the Employer, an Affiliate, or 
any personnel thereof; ( d) conviction of or a plea of guilty or no lo contendere to any felony, whether or not any right to appeal has 
been or may be exercised; (e) negligence of duty; (t) insubordination; or (g) a violation of the Employer 's policy, procedure, or 
practice. 

1.3 "Code" shall mean the Internal Revenue Code of 1986, as amended. 
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1.4 ''Eligible Employee" shall mean an individual who is employed by the Employer on a regular basis in a non -store 
position and has been employed by the Employer in any position for a minimum of twelve ( 12) months prior to the individual's 
separation of employment. For purposes of the Plan, distribution warehouse employees, field managers and employees employed by 
CVS ProCare, Inc. working at Company headquarters, shall be treated as working in a non -store location and therefore not subject 
to exclusion from eligibility. For purposes of the Plan, individuals in the following categories will not be considered Eligible Employees: 

(a) individuals who are covered by a collective bargaining agreement, provided welfare benefits were the subject 
of good faith bargaining, unless the terms of the collective bargaining agreement provide for participation in the Plan; 

(b) individuals who arc seasonal employees, leased employees, independent contractors, temporary employees, or 
consultants; 

(c) individuals who work for the Employer or an Affiliate in a store location of the Company or an Affiliate, or 
whose compensation is paid through or according to a store payroll, including but not limited to: pharmacists, store managers, 
assistant store managers, crew, and pharmacy staff; 

(d) individuals employed by MinutcClinic, L.L.C. or by any practitioner-owned entity managed by MinuteClinic, 
L.L.C.; 

(e) the President and CEO of CVS Health Corporation; 

(t) individuals employed in Puerto Rico; and 

(g) individuals employed outside the United States of America. 

The decision of whether an individual falls into one of these categories and whether an individual is employed by an Employer on a 
regular basis in a non -store position for a minimum of 12 months shall be made by the Employer in its sole discretion. Any individual 
who is excluded from being considered an Eligible Employee under the Plan shall be excluded from the Plan regardless of the 
individual's reclassification by a government agency, including a reclassification by the Internal Revenue Service for tax withholding 
purposes. 

1.5 "Employer" shall mean CVS Pharmacy, Inc. and Caremark Rx, L.L.C. and any current or future Affiliate thereof. 

1.6 "ERISA" shall mean the Employee Retirement Income Security Act of 1974, as amended. 

1.7 "Exempt Employee" shall mean an Eligible Employee who is paid on a salaried basis for payroll purposes and classified 
in the sole discretion of the Employer under its normal classification procedures as an exempt employee under the Fair Labor 
Standards Act. 

1.8 ''Involuntary Termination" shall mean an Eligible Employee's termination of employment with the Employer due to the 
unilateral action of the Employer, including but not limited to a termination as a result of the elimination of an Eligible Employee's 
position due to a reorganization or changes in responsibilities, a reduction in force, or a closing of the business unit in which the 
Eligible Employee works; provided, however, that such Involuntary Termination constitutes a separation from service under Treasury 
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Regulation Section l.409A-l(h). Notwithstanding the foregoing, an Eligible Employee will not have an Involuntary Termination if the 
Eligible Employee: (a) is terminated for Cause, as determined by the Employer in its sole discretion; (b) voluntarily terminates 
employment or resigns prior to an Involuntary Termination; (c) takes a leave of absence; (d) is administratively terminated for failure 
to return from a leave of absence upon expiration of his or her leave; (e) terminates employment due to his or her death; (f) transfers 
to an Affiliate; (g) transfers to a new employer in connection with the sale of an Employer facility; or (h) fails to accept an offer for 
a job with the Employer that is comparable to the job that he or she is perfonning for the Employer at the time of the offer. For 
purposes of Subsection (h) of this Section 1.8, whether a job is considered ''comparable" shall be determined in the sole discretion of 
the Employer, taking into account whether the new job is located 50 or fewer miles from the Eligible Employee 's job at the time of 
the offer, whether the compensation offered is materially less than the Eligible Employee 's compensation at the time of the offer, and 
whether the new job will result in a substantial change of duties from the Eligible Employee 's job at the time of the offer. The 
determination of whether an Eligible Employee's termination of employment is an Involuntary Termination shall be made in the sole 
discretion of the Employer. If an Employer deems an Eligible Employee 's termination of employment to be an Involuntary 
Termination but later learns of facts and circumstances that, had the Employer known such facts and circumstances at the time of 
termination, could have resulted in a termination of employment for Cause, the Eligible Employee 's termination shall be deemed as of 
the date of termination not to have been an Involuntary Termination. 

1.9 "Non-exempt Employee" shall mean an Eligible Employee who is paid on an hourly basis for time worked and 
classified in the sole discretion of the Employer under its normal classification procedures as a non -exempt employee under the Fair 
Labor Standards Act. 

I. I 0 "Plan Administrator'' shall mean the Vice President of Human Resources of CVS Pharmacy, Inc., or such other 
person designated to act as the Plan Administrator. 

1.11 "Rehire Date" shall mean the date an Eligible Employee accepts reemployment with any Employer. 

1.12 "RxAmerica Legacy Employee" shall mean an Eligible Employee who (a) was employed by RxAmerica, L.L.C. on 
the date of the acquisition of Longs Drugs Stores Corporation by CVS Caremark Corporation, and (b) since the acquisition has been 
continuously employed by RxAmerica, L.L.C. through the date of his or her Involuntary Termination under the Plan. 

1.13 ''Severance Pay" shall mean the pay an Eligible Employee is eligible to receive under Subsection (b) of Section 2.1 of 
the Plan upon his or her Involuntary Termination. 

1.14 "Severance Period" shall mean the period of time during which an Eligible Employee is eligible to receive Severance 
Pay; provided, for RxAmerica Legacy Employees, the Severance Period shall be the period of time on which the calculation of 
Severance Pay is based under Paragraphs (I) through ( 6) of Subsection (b) of Section 2.1 of the Plan. 

1.15 "Weekly Rate" shall mean, (a) with respect to an Eligible Employee paid on a salaried basis, an Eligible Employee 's 
annual base salary (as determined by the Employer), as of the date of the Eligible Employee 's Involuntary Termination, expressed on 
a weekly basis (as determined in the sole discretion of the Employer), and (b) with respect to an Eligible Employee paid on an hourly 
basis, the hourly wage rate of the Eligible Employee as of the date of the Eligible Employee 's Involuntary Termination multiplied by 
the Eligible Employee's regularly scheduled number of hours of service per week (as determined by the 
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Employer), not in excess of 40 hours. Weekly Rate shall exclude any overtime, incentive, and bonus payments, unless otherwise 
required by law. 

1.16 ''Year of Service" shall mean each full year of service performed by the Eligible Employee for an Employer as 
reflected in the records of the Employer and as determined based on the Employer 's policies and procedures for determining periods 
of service, and the applicable law. 

ARTICLE 2 
SEVERANCE PAY AND ELIGIBLE EMPLOYEE BENEFITS 

2.1 (a) Eligibility. Upon his or her Involuntary Termination, an Eligible Employee may, in the discretion of the Plan 
Administrator, be granted Severance Pay and benefits provided under Subsections (b), (c), and (d) of this Section 2.1, 
provided the conditions of Section 2.2 are satisfied. The determination of whether Severance Pay is payable under the Plan, 
and the form and amount of such pay, shall be made in the sole discretion of the Plan Administrator. 

(b) Severance Pay. The Severance Pay payable to an Eligible Employee in the event of Involuntary Termination 
shall be determined by the Plan Administrator in its sole discretion, using the following guidelines for the applicable Eligible 
Employee classification: 

(i) For Eligible Employees who arc Non-exempt Employees: 

(A) the Eligible Employee's Weekly Rate multiplied by two (2), plus 

(B) an amount equal to the Eligible Employee's Weekly Rate multiplied by the number of Years 
of Service completed by the Eligible Employee multiplied by two (2), 

provided Severance Pay for Non -exempt employees should not exceed the Eligible Employee 's Weekly 
Rate multiplied by thirteen ( 13 ); 

(ii) For Eligible Exempt Employees in grades 
105-108,201-203,302,407,408: 

(A) the Eligible Employee's Weekly Rate multiplied by four (4), plus, 

(B) an amount equal to the Eligible Employee's Weekly Rate multiplied by the number of Years 
of Service completed by the Eligible Employee multiplied by two (2), 

provided Severance Pay for Exempt Employees should not exceed the Eligible Employee 's Weekly Rate 
multiplied by twenty (20); 

(iii) For Eligible Exempt Employees in grades 109-111, 204, 205, 303, 304, 409-411,, the greater 
of (A) the Eligible Employee's Weekly Rate multiplied by thirteen ( 13) or, (8) the amount determined under the 
formula set forth in Paragraph (ii) of this 
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Subsection (b), provided Severance Pay should not exceed the Eligible Employee 's Weekly Rate multiplied by 
twenty (20); 

(iv) For Eligible Exempt Employees in grades 112, 206, 305, 412, the Eligible Employee's Weekly 
Rate multiplied by twenty-six (26); 

(v) For Eligible Exempt Employees in grades 36A-Z, the Eligible Employee's Weekly Rate multiplied by 
fifty-two (52); and 

(vi) For Eligible Exempt Employees in grades 38A-Z and 39 A-Z, the Eligible Employee's Weekly Rate 
multiplied by fifty-two (52). 

Notwithstanding the above guidelines, in the event of an Involuntary Termination of an Eligible Employee who is an 
RxAmerica Legacy Employee, Severance Pay shall be determined by the Plan Administrator in its sole discretion, using the 
following guidelines for the applicable Rx America Legacy Employee classification: 

(I) For Rx America Legacy Employees who are Non-exempt Employees, the greater of (A) the 
RxAmerica Legacy Employee's Weekly Rate multiplied by the number of Years of Service, or (8) the RxAmerica 
Legacy Employee's Weekly Rate multiplied by eight (8); 

(2) For RxAmcrica Legacy Employees who are Exempt Employees, the greater of (A) the R,xAmcrica 
Legacy Employee's Weekly Rate multiplied by the number of Years of Service, or (8) the RxAmerica Legacy 
Employee's Weekly Rate multiplied by twelve (12); 

(3) For RxAmcrica Legacy Employees who are classified by the Employer (in its sole discretion) 
as a Manager or in an equivalent position, the greater of (A) the RxAmerica Legacy Employee 's Weekly Rate 
multiplied by the number of Years of Service, or (8) the RxAmerica Legacy Employee 's Weekly Rate multiplied by 
twenty-six (26); 

(4) For RxAmcrica Legacy Employees who arc classified by the Employer (in its sole discretion) as a 
Director or in an equivalent position, the greater of (A) the Eligible Legacy Employee 's Weekly Rate multiplied by 
the number of Years of Service, or (8) the RxAmerica Legacy Employee 's Weekly Rate multiplied by thirty-nine 
(39); 

(5) For RxAmcrica Legacy Employees who arc classified by the Employer (in its sole discretion) as a 
Vice President or Group Vice President or in an equivalent position, the greater of (A) the RxAmerica Legacy 
Employee's Weekly Rate multiplied by the number of Years of Service, or (8) the RxAmerica Legacy Employee 's 
Weekly Rate multiplied by fifty-two (52); and 

(6) For RxAmcrica Legacy Employees who arc classified by the Employer (in its sole discretion) in a 
position that is higher than Vice President or Group Vice President, such other amount determined in the sole 
discretion of the Plan Administrator. 
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Notwithstanding the above guidelines, the Plan Administrator may increase or decrease (including, to zero) the amount of 
Severance Pay with respect to any Eligible Employee for reasons it deems appropriate in its sole discretion (including, but not 
limited to, an increase to provide consideration for Eligible Employees who have outstanding employment agreements with an 
Employer or a decrease to take into account any debts owed to an Employer), and the Plan Administrator may make any 
such increase or decrease at any time, whether before or after payments of Severance Pay have commenced. 

(c) COBRA Assistance. In the event an Eligible Employee who has an Involuntary Termination (i) is eligible to 
elect continuation coverage under the Consolidated Omnibus Budget Reconciliation Act of 1985 as amended ( "COBRA") in 
accordance with the terms of the medical and prescription drug plan and/or dental plan of the Employer and (ii) properly and 
timely elects such continuation coverage, the Employer may pay for a portion of the cost of COBRA coverage equivalent to 
the contribution which the Employer makes on behalf of similarly situated active employees under such plan for the 
appropriate tier of coverage selected and in place immediately prior to the date of the Eligible Employee 's Involuntary 
Termination (e.g., employee-only, family coverage), for a period detennined in the sole discretion of the Plan Administrator, 
which generally shall be the Severance Period. Any COBRA assistance provided under this Subsection {c) shall be paid by 
the Employer directly to the insurance carrier, if applicable. The portion of the COBRA premium not covered by the 
COBRA assistance specified in this Subsection (c) must be paid by the Eligible Employee directly to the insurance carrier or 
service provider that administers COBRA, as applicable, based on the standard rules under the respective plan for payment 
of COBRA premiums. This Subsection (c) does not provide COBRA assistance in the event the Eligible Employee fails to 
properly and timely elect COBRA continuation coverage, regardless of whether his or her covered dependents elect 
COBRA continuation coverage. Notwithstanding the foregoing, for an Eligible Employee who is an RxAmerica Legacy 
Employee eligible to elect COBRA continuation coverage in accordance with the terms of the medical and prescription drug 
plan and/or dental plan, the Employer may, in the sole discretion of the Plan Administrator, pay for COBRA assistance, 
generally in the form of a single lump sum payment equal to the weekly COBRA premium (102 percent of the applicable 
premium, as defined in Code Section 4980B(f)( 4)) for the Severance Period, based on the tier of coverage in which the 
ltxAmerica Legacy Employee is enrolled as of the date of his or her Involuntary Termination. 

(d) Outplacement Services. Upon an Involuntary Termination, the outplacement services provided to an Eligible 
Employee shall be provided in the sole discretion of the Plan Administrator based on the guidelines contained in this 
Subsection (d). 

(i) If an Eligible Employee so desires, he or she may be eligible for outplacement services for assistance 
in obtaining new employment, provided through a vendor selected by the Employer, with the Employer directly 
providing payment to such vendor. The provision of outplacement services is contingent upon the Eligible Employee 's 
cooperation with the outplacement service vendor, upon the active efforts of the Eligible Employee to locate a new 
position, and upon the Eligible Employee initiating outplacement services during the Severance Period. 

(ii) Subject to the requirements of Paragraph (i) of this Subsection (d), outplacement services shall be 
offered for a period of time determined in the sole discretion of the Plan Administrator, based on guidelines that 
include: 
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(A) a virtual or group training session for Eligible Non-exempt Employees and Exempt Employees 
in grades I 05-108, 201-203, 302, 407, 408; 

(B) three (3) months of outplacement services for Eligible Exempt Employees in grades 109-112, 
204-206, 303-305,409-412;and 

(C) six (6) months of outplacement services for Eligible Exempt Employees in grades 36A-Z, 
38A-Z, and 39 A-Z; 

provided, in no event shall such services extend beyond twelve ( 12) months following the 
Involuntary Termination of the Eligible Employee. 

( c) Form and Timing of Payment. In the event an Eligible Employee is awarded Severance Pay under the terms of 
Subsection (a) of this Section 2.1, such Severance Pay shall be paid following an Eligible Employee 's Involuntary 
Termination (except as provided in Section 2.3, below), as follows: No Severance Pay shall commence (with respect to 
salary continuation payments) or be paid (with respect to a lump sum) (i) prior to the expiration of the later of a period that is 
identified in a separate agreement with the Eligible Employee during which he or she may consider the execution of the 
release of claims form (the "Consideration Period") or a period ending at least seven (7) days following the execution of the 
release of claims form (the "Revocation Period"), or (ii) later than sixty (60) days following the date of Eligible Employee 's 
Involuntary Termination. Severance Pay that is paid in the form of salary continuation shall commence as soon as feasible 
following expiration of the later of the Consideration Period or the Revocation Period, which generally shall be the first 
regularly scheduled payroll date following the expiration of the Consideration Period or the Revocation Period, as the case 
may be, and shall thereafter be paid in substantially equal installments in accordance with the Employer 's regular payroll 
practice, except as provided in Section 2.3 of the Plan; provided, with respect to RxAmerica Legacy Employees, Severance 
Pay shall be paid in a single lump sum. Further, in the Plan Administrator 's sole discretion, Severance Pay may be paid to 
any Eligible Employees in a single lump sum, in which event Severance Pay shall be paid within the period that satisfies the 
409A requirements for short-term deferrals under Section 409A of the Code. 

(t) Withholding. Any payment of Severance Pay to an Eligible Employee shall be subject to normal withholding for 
state and federal income taxes and Social Security taxes. 

(g) Death. Upon the death of the Eligible Employee who had an Involuntary Termination and who has not 
received all Severance Pay payable under the Plan, the Severance Pay otherwise payable under Section 2.1 (b) of the Plan 
shall be paid in the form of a lump sum to the Eligible Employee's estate or beneficiary as soon as practicable, but in no 
event later than 60 days following death. Any other severance benefits provided under this Section 2.1 (COBRA assistance 
and outplacement services) shall cease upon the Eligible Employee 's death. 

2.2 Conditions on Payment of Severance Pay and Benefits . Payment of the Severance Pay and benefits provided in 
Section 2.1 of the Plan shall be subject to and conditioned upon the following: 

(a) to the extent an Eligible Employee receives notice of a date selected by the Employer (in its sole discretion) on 
which the Eligible Employee's Involuntary Termination shall occur (a "Designated Termination Date"), the Eligible Employee 
must continue to work in a satisfactory manner until his or her Designated Termination Date; 
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(b) the Eligible Employee must cooperate in transitioning all of the Eligible Employee's work in consultation with 
the Eligible Employee's supervisor or other designated employee; 

(c) the Eligible Employee must execute and deliver a release of claims form (in the form specified by the 
Employer from time to time which may include restrictive covenants and, if applicable, a waiver as described in Subsection 
(d) of this Section 2.2) within the time period specified under the tenns of the applicable severance offer. Further, in no event 
will Severance Pay be paid with respect to an Eligible Employee in the event the release of claim form is revoked during the 
Revocation Period (described in Section 2. l(e) of the Plan); and 

( d) the Eligible Employee must waive the right to receive any other severance payment relating to salary 
continuation or salary replacement the Eligible Employee may otherwise be eligible to receive upon termination of 
employment under any employment agreement, severance plan, practice, policy or program of the Employer or an Affiliate. 

2.3 Maximum Severance Pay. Notwithstanding any other provisions to the contrary, benefits paid hereunder (a) shall not 
exceed two times the lesser of (i) the Eligible Employee's Compensation (as defined in this Section 2.3) during the calendar year 
immediately preceding the Eligible Employee's Involuntary Termination or (ii) the maximum amount that may be taken into account 
under a qualified plan pursuant to Section 401(a)(l7) of the Code for the calendar year in which the Eligible Employee 's Involuntary 
Tennination occurs and (b) shall be paid in full within twenty -four (24) months after the date the Eligible Employee's Involuntary 
Tennination occurs. In the event that any Severance Pay payable to an Eligible Employee would exceed the twenty -four (24) month 
period provided in the foregoing sentence if the Severance Pay continued to be paid in accordance with the Employer 's regular 
payroll practice, any Severance Pay that would otherwise exceed the twenty -four (24) month time period will be paid to the Eligible 
Employee in a lump sum on the last regular payroll date within the twenty -four (24) month period. For purposes of this Section 2.3, 
"Compensation" shall mean the Eligible Employee's total annualized compensation, based upon the annual rate of pay for services 
provided to the Employer for the calendar year preceding the calendar year in which the Eligible Employee 's Involuntary Termination 
occurs, adjusted for any increase in such preceding calendar year that was expected to continue indefinitely if the Eligible Employee 
had not had an Involuntary Tennination. 

2.4 Cessation of Severance Pay Upon Reemployment . If an Eligible Employee who had an Involuntary Tennination and 
who is receiving Severance Pay thereafter accepts reemployment with any Employer during the Severance Period, such Employee 's 
Severance Pay shall cease on the Rehire Date and any remaining Severance Pay shall be forfeited. 

2.5 Cessation of Severance Pay After Commencement of Payments. If an Eligible Employee is deemed to have an 
Involuntary Tennination and begins to receive Severance Pay under the Plan and the Employer or the Plan Administrator becomes 
aware of facts and circumstances that, had the Employer known same at the time of the Eligible Employee 's tennination of 
employment, would have affected the Employer's detennination as to whether such Employee 's termination was an Involuntary 
Tennination, the Plan Administrator may suspend any future Severance Pay payments to the Eligible Employee while the Employer 
investigates the facts and circumstances and finalizes such investigation, and, if the Employer determines that the Eligible Employee 
should have been tenninated for Cause, such Eligible Employee 's Severance Pay shall cease as of the suspension date, any 
remaining Severance Pay shall be forfeited and any Severance Pay that has been paid shall be subject to repayment by the Eligible 
Employee. 
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2.6 Impact of Debt on Severance Pay. In the event an Eligible Employee is indebted to the Company or Employer 
(determined in the sole discretion of the Company or Employer, as applicable), the Plan Administrator reserves the right to reduce, 
offset, withhold, and/or forfeit the Severance Pay otherwise payable under the Plan. 

2. 7 Employee Benefits. As of the date of an Eligible Employee's Involuntary Termination, the Eligible Employee's active 
participation in any benefit plan, program, or policy sponsored or subsidized by the Employer shall cease, unless otherwise continued 
pursuant to the terms of such plan, program or policy. 

2.8 Awards. Any award or grant made to the Eligible Employee under any stock option, stock purchase, or stock 
appreciation rights plan of the Company or Employer shall be administered and interpreted in accordance with the terms of the 
applicable plan documents. 

2.9 Paid Time Off. Any pay for accrued paid time off shall be determined under the terms of the Employer 's applicable 
policies. 

2.10 Benefits Not Vested. No one under any circumstance is automatically entitled to Severance Pay and benefits 
described in Section 2.1 of the Plan. Notwithstanding anything in the Plan to the contrary, the Plan Administrator reserves the right, 
at its sole discretion, to increase, decrease, or eliminate Severance Pay and benefits under the Plan. 

2.11 Bonuses. Whether any bonuses are payable to an Eligible Employee shall be determined based on the terms of any 
applicable bonus program, plan, or policy. 

ARTICLE 3 
ADMINISTRATION OF THE PLAN 

3.1 Control and Administration. Notwithstanding any other provision in the Plan, and to the full extent permitted under 
ERISA and the Internal Revenue Code, the Plan Administrator shall have the exclusive right, power and final authority, in its sole and 
absolute discretion, to administer, apply, construe and interpret the terms of the Plan and all related plan documents and all facts 
surrounding claims for benefits under the Plan and shall determine all questions arising in the administration, interpretation and 
application of the Plan, including, but not limited to, those concerning eligibility for benefits. Accordingly, benefits under the Plan shall 
be paid only if the Plan Administrator decides in its discretion that an Eligible Employee is entitled to benefits, and the Plan 
Administrator shall decide all questions regarding the form, amount and duration of benefits. The Plan Administrator may consult with 
attorneys, consultants and other persons for advice, counsel and reports to make determinations under the Plan, and the Plan 
Administrator may delegate its administrative duties and responsibilities to persons or entities of its choice, in all cases who may be 
employees of the Company. All determinations of the Plan Administrator shall be conclusive and binding on all parties. The Plan 
Administrator shall be the named fiduciary of the Plan for purposes of ERISA. 

3.2 Claim Procedures. 

(a) Procedure for Granting or Denying Claims. An Eligible Employee, or his or her duly authorized 
representative, may file a claim for payment of benefits under the Plan within 30 days after termination of employment. Such 
a claim must be made in writing and be delivered to 
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the Plan Administrator, in person or by mail, postage paid. Within 90 days after receipt of such claim, the Plan Administrator 
shall notify the claimant of the granting or denying, in whole or in part, of such claim, unless special circumstances require an 
extension of time for processing the claim. In no event may the extension exceed 90 days from the end of the initial 90 -day 
period. If such extension is necessary, the claimant will be given a written notice to this effect prior to the expiration of the 
initial 90-day period. The Plan Administrator shall have full discretion to deny or grant a claim in whole or in part. 

(b) Requirement for Notice of Claim Denial. The Plan Administrator shall provide to every claimant who 
is denied a claim for benefits a written or electronic notice setting forth in a manner calculated to be understood by the 
claimant: 

(i) The specific reason or reasons for the denial; 

(ii) Specific reference to pertinent Plan provisions on which the denial is based; 

(iii) A description of any additional material or information necessary for the claimant to perfect 
the claim and an explanation of why such material is necessary; and 

(iv) An explanation of the Plan's claim review procedures and the time limits applicable to such 
procedures, including a statement of the claimant 's right to bring a civil action under Section 502(a) of ERISA 
following an adverse determination on review. 

(c) Right to Appeal and Request Hearing on Claim Denial. Within 60 days after receipt by the claimant of 
written or electronic notification of the denial (in whole or in part) of his or her claim, the claimant or his or her duly 
authorized representative (including, but not limited to, his or her counsel) may make a written application to the Plan 
Administrator, in person or by certified mail, postage prepaid, to be afforded a full and fair review of such denial. The 
claimant or his or her duly authorized representative may submit written comments, documents, records, and other 
information relating to the claim for benefits. Moreover, the claimant or his or her duly authorized representative shall be 
provided, upon request and free of charge, reasonable access to, and copies of, all documents, records, and other information 
relevant to the claimant's claim for benefits. The request for a review may include a request for a hearing; provided only the 
claimant and the Plan Administrator may be present at any hearing granted by the Plan Administrator. 

(d) Disposition of Disputed Claims. Upon receipt of a request for review, the Plan Administrator shall 
make a decision on the claim. The review shall take into account all comments, documents, records, and other information 
submitted by the claimant relating to the claim, without regard to whether such information was submitted or considered in 
the initial benefit determination. The decision on review shall be made not later than 60 days after the Plan Administrator's 
receipt of a request for a review, unless special circumstances require an extension of time for processing, in which case a 
decision shall be rendered not later than 120 days after receipt of the request for review. If an extension is necessary, the 
claimant shall be given written notice of the extension prior to the expiration of the initial 60 -day period. 

The Plan Administrator shall provide the claimant with written or electronic notification of the Plan 's 
determination on review. ln the case of an adverse determination, the notification shall set forth, in a manner calculated to be 
understood by the claimant, the specific reason or reasons for 
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the decision as well as specific references to the Plan provisions on which the decision was based. The decision shall also 
include a statement that the claimant is entitled to receive, upon request and free of charge, reasonable access to, and copies 
of, all documents, records, and other information relevant to the claimant 's claim for benefits. Moreover, the decision shall 
contain a statement of the claimant's right to bring an action under Section 502(a) of ERISA. 

3.3 Bar to Legal Action. No legal action may be commenced or maintained against the Plan, the Company or any 
Employer prior to the claimant's exhaustion of the claims procedures set forth in Section 3.2 of the Plan. In addition, no legal action 
may be commenced against the Plan more than ninety (90) days after the Plan Administrator 's final claim determination on review 
pursuant to Section 3.2(d) of the Plan. Any legal action must be conducted in the United States District Court for Rhode Island. 

3.4 Named Fiduciary. The Plan Administrator of the Plan shall be the Named Fiduciary of the Plan for purposes of ERISA 
Section 402(a)( I). 

ARTICLE 4 
MISCELLANEOUS 

4.1 Amendment or Termination. The Plan may be amended, terminated, withdrawn or suspended at any time in writing by 
the Management Planning and Development Committee of the Company or any individual designated by such Committee to take 
such actions. 

4.2 Choice of Law. The validity, interpretation, construction and performance of the obligations created under the Plan 
shall be governed by ERISA, and to the extent not preempted by federal law, the laws of the State of Rhode Island without regard to 
its conflicts of law principles. 

4.3 Validity. The invalidity or unenforceability of any provision of the Plan shall not affect the validity or enforceability of 
any other provision of the Plan, which shall remain in full force and effect. 

4.4 Plan Exclusive Source of Rights. The Plan contains all of the terms and conditions with respect to the benefits provided 
hereunder, and no Eligible Employee or former Eligible Employee may rely on any other communication or representation, whether 
oral or written, of the Employer or any of its subsidiaries, or any officer or Eligible Employee thereof, as creating any right or 
obligation not expressly provided by the Plan. 

4.5 Nonassignability. No benefit which shall be payable under the Plan to any Eligible Employee shall be subject in any 
manner to anticipation, alienation, sale, transfer, assignment, pledge, encumbrance, or charge (except as required by law), and any 
attempt to anticipate, alienate, sell, transfer, assign, pledge, encumber, or charge a benefit shall be null and void. No benefit shall in 
any manner be liable for, or subject to, the debts, contracts, liabilities, engagements, or torts of any Eligible Employee. No benefit shall 
be subject to legal attachment or legal process for, or against, the Eligible Employee and the same shall not be recognized under the 
Plan. Notwithstanding the preceding sentence, the Employer retains the discretion, in accordance with federal and/or state laws, to 
reduce the amount of benefits payable under the Plan to any Eligible Employee to recover any amounts that the Eligible Employee 
owes to the Employer. 

4.6 No Employment Rights. The Plan shall not give any Eligible Employee any right or claim except to the extent that the 
right is specifically provided under the terms of the Plan. The establishment of the Plan shall not be construed (a) to give any Eligible 
Employee a right to continue in the employ of the 

12 



Employer or (b) to interfere with the right of the Employer to terminate the employment of any Eligible Employee at any time. 

4.7 Headings. Article and section headings are for convenience only and the language of the Plan itself will be controlling. 

4.8 Gender and Numbers. Masculine pronouns include the feminine as well as the neuter genders, and the singular shall 
include the plural, unless indicated otherwise by the context. 

4.9 Code Section 409A. The benefits provided under the terms of the Plan are intended to fall within the short -tenn 
deferral exception, the separation pay exception or another exception to the application of Section 409A of the Code and the 
applicable guidance issued thereunder. In furtherance of this intent, the Plan shall be interpreted, operated and administered in a 
manner consistent with this intention. To the extent the benefits provided under the Plan become subject to Code Section 409A and 
applicable guidance issued thereunder, the Plan shall be construed, and benefits paid hereunder, as necessary to comply with Section 
409A of the Code and such guidance. Further, to the extent that an Eligible Employee becomes entitled to receive Severance Pay 
under the tenns of the Plan, and, at the time of the Eligible Employee 's Involuntary Tennination, he or she is a ''specified employee" 
within the meaning of Treasury Regulation Section l.409A -I (i), any portion of Severance Pay payable to such Eligible Employee that 
is subject to Code Section 409A and applicable guidance thereunder shall be delayed until the date that is the earlier of (i) the Eligible 
Employee's death or (ii) six months following the date of the Eligible Employee's Involuntary Termination, at which time the 
payments that were delayed for such six month period shall be paid in a lump sum on the date of the next occurring regular payroll 
date of the Employer, and any remaining payments shall be paid according to the original schedule provided herein. In addition, each 
payment of a salary continuation stream of installment payments hereunder shall be a separate payment for purposes of Section 
409A of the Code. 

4.10 Funding. The Plan is not funded, and Severance Pay and benefits under the Plan are paid from the general assets of 
the Employer. 

4.1 I Plan Year. The Plan's records shall be maintained on the basis of the calendar year. 
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Exhibit 10.28 

Universal 409A Definition Document 

Except as may be specifically agreed to in writing by the CVS Health Corporation (the "Company") after December 31, 
2008 or as may otherwise be specifically provided in an applicable plan document, for purposes of benefits or amounts covered 
by Section 409A of the Internal Revenue Code (the "Code"): 

I. "Specified Employee" shall have the meaning ascribed thereto by Section 409A of the Code and the regulations 
promulgated thereunder and in dctcnnining whether an employee is a Specified Employee, the following rules shall apply: 

(a) The compensation of the Employee shall be determined in accordance with the definition of compensation 
provided under Treas. Reg. Section 1.415( c) -2( d)(3) (wages within the meaning of Section 340 I (a) of the Code 
for purposes of income tax withholding at the source, plus amounts cxcludiblc from gross income under Sections 
125(a) and 402(e)(3) of the Code). 

(b) Notwithstanding anything herein to the contrary, (i) if a different definition of compensation has been designated by 
the Company with respect to another nonqualificd deferred compensation plan in which a key employee 
participates, the definition of compensation shall be the definition provided in Treas. Reg. Section I .409A - I (i)(2), 
and (ii) the Company may, through action that is legally binding with respect to all nonqualificd deferred 
compensation plans maintained by the Company, elect to use a different definition of compensation. 

( c) In the event of corporate transactions described in Treas. Reg. Section I .409A - I (i)(6), the identification of 
Specified Employees shall be dctcnnincd in accordance with the default rules described therein, unless the 
Company elects to utilize the available alternative methodology through designations made within the timeframcs 
specified therein. 

( d) Specified Employee Identification Date means December 31, unless the Company has elected a different date 
through compensation plans maintained by the Employer. 

( c) Specified Employee Effective Date means the first day of the fourth month following the Specified Employee 
Identification 



Date, unless a different date is selected in writing by the Company for this purpose. 

2. Except as provided in an employment agreement with the Company the term "retirement" when used in a plan, 
arrangement or agreement shall mean with respect to an employee a termination of employment after the earlier of age 55 and I 0 
years of service and age 60 and 5 years of service; provided, however, that the definition shall not apply for purposes of any 
Company plan that is qualified under Section 40 I of the Internal Revenue Code. 

3. Change in Control shall have the meaning described in Section lO(c) of the 1997 Incentive Compensation Plan. 

4. "termination of employment", "employment is tenninated" and other similar words shall mean with respect to an 
employee 

(a) "Separation from Service" as such term is defined in the Income Tax Regulations under Section 409 A of the 
Code as modified by the rules described below: 

(i) except in the case where the employee is on a bona fide leave of absence pursuant to the Company's 
policies as provided below, the employee is deemed to have incurred a Separation from Service on a date if 
the Company and the employee reasonably anticipate that the level of services to be performed by the 
employee after such date would be permanently reduced to 20% or less of the average services rendered by 
the employee during the immediately preceding 36 -month period (or the total period of employment, if less 
than 36 months), disregarding periods during which the employee was on a bona fide leave of absence; 

(ii) if the employee is absent from work due to military leave, sick leave, or other bona fide leave of absence 
pursuant to the Company's policies, the employee shall incur a Separation from Service on the first date that 
the rules of (a)(i), above, are satisfied following the later of (i) the 6 month (I 2 month for a disability leave of 
absence) anniversary of the commencement of the leave or (ii) the expiration of the employee 's right, if any, 
to reemployment under statute, contract or to Company policy. For this purpose, a "disability leave of 
absence" is an absence due to any medically determinable physical or mental impairment that can be 
expected to result in death or can be expected to last for a continuous period of not less than 6 months, 
where such 
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impainncnt causes the employee to be unable to perform the duties of his job or a substantially similar job; 

(iii) for purposes of determining whether another organization is an Affiliate of the Company, common ownership 
of at least 50% shall be detenninative; 

(iv) the Company specifically reserves the right to determine whether a sale or other disposition of substantial 
assets to an unrelated party constitutes a Separation from Service with respect to an employee providing 
services to the seller immediately prior to the transaction and providing services to the buyer after the 
transaction. Such detennination shall be made in accordance with the requirements of Section 409A of the 
Code; or 

(b) for any plan or arrangement that is not subject to the rules of Section 409A of the Code, the complete cessation 
of providing service to the Company or any Affiliate as an employee. 

5. "unforeseeable emergency", "hardship" and similar words shall mean with respect to an employee or former employee 
a severe financial hardship to the employee resulting from an illness or accident of the employee, the employee 's spouse, the 
employee's beneficiary, or the employee's dependent (as defined in Code Section 152, without regard to Sections 15 2(b )( 1 ), (b) 
(2), and ( d)( I )(B)); loss of the employee's property due to casualty (including the need to rebuild a home following damage to a 
home not otherwise covered by insurance); or other similar extraordinary and unforeseeable circumstances arising as a result of 
events beyond the control of the employee including, for example, the imminent foreclosure of or eviction from the employee 's 
primary residence, the need to pay for medical expenses, including non -refundable deductibles, as well as for the costs of 
prescription drug medication, or other circumstances, all as pennitted by Income Tax Regulations Section l .409A -3(i)(3). 
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Exhibit 13 

Management's Discussion and Analysis of Financial Condition and Results of Operations 

The jiJl/oll'ing discussion and analysis should be read in conjunction with our audited consolidated.financial statements and Cautionary 
Statement Concerning Forward-looking Statements that are included in this Annual Report. 

Overview of Our Business 

CVS Health Corporation. together with its subsidiaries (collectively "CVS Health," the "Company,'' "we," ··our" or "us"). is a pharmacy innovation 
company helping people on their path to better health. At the forefront of a changing health care landscape. the Company has an unmatched suite 
of capabilities and the expertise needed to drive innovations that will help shape the future of health. 

We are currently the only integrated phannacy health care company with the ability to impact consumers. payors. and providers with innovative. 

channel-agnostic solutions. We have a deep understanding of their diverse needs through our unique integrated model. and we arc bringing them 
innovative solutions that help increase access to quality care. deliver better health outcomes, and lower overall health care costs. 

Through our approximately 9.600 retail phannacies. more than 1.100 walk-in health care clinics, a leading pharmacy benefits manager with more than 
75 million plan members. a dedicated senior pharmacy care business serving more than one million patients per year, and expanding specialty 
pharmacy services. we enable people, businesses. and communities to manage health in more affordable, effective ways. We are delivering break
through products and services, from advising patients on their medications at our CVS Pharmacy• locations. to introducing unique programs to 
help control costs for our clients at CVS Caremark". to innovating how care is delivered to our patients with complex conditions through CVS 
Specialty'". to improving phannacy care for the senior community through Omnicare", or by expanding access to high-quality. low-cost care at 
CVS MinutcClinic'". 

On August 18, 2015, the Company acquired 100% of the outstanding common shares and voting interests of Omnicare. Inc. ("Omnicare"). for $98 
per share for a total of $9.6 billion and assumed long-tenn debt with a fair value of approximately $3.1 billion. Omnicare is a leading phannaccutical 
care company that specializes in the management of long-term care pharmacy services. As a result of the acquisition of Omnicare, the Company's 
segments have been expanded. The Company's Pharmacy Services Segment now also includes the specialty pharmacy operations of Omnicare. 
The Company's Retail Pharmacy Segment has been renamed the "Retail/L TC Segmem" and now also indudes the long-tcnn care ("LTC") 
operations. as well as the commercialization services of Omnicare. The L TC operations include the distribution ofphannaccuticals. related 
pharmacy consulting and other ancillary services to chronic care facilities and other care settings. 

On December 16, 2015, we completed our acquisition of the pharmacy and clinic businesses of Target Corporation ("Target"). This acquisition 
expands our pharmacy and clinic presence in existing and new markets. It allows us to increase patient access and is an investment in our core 
business to drive growth. The results of the Target pharmacies and clinics arc included in our Rctail/LTC Segment. 

We have three reportable segments: Pharmacy Services. Retail/L TC and Corporate. 

Overview of Our Pharmacy Services Segment 

Our Pharmacy Services business generates revenue from a full range of pharmacy benefit management ("PBM") solutions. including plan design 
and administration, formulary management, Medicare Pan D services, mail order, specialty pharmacy and infusion services, retail pharmacy 
network management services. prescription management systems, clinical services. disease management services and medical spend management. 

Our clients arc primarily employers. insurance companies. unions. government employee groups. health plans. Managed Medicaid plans and other 
sponsors of health benefit plans. and individuals throughout the United States. A portion of covered lives primarily within the Managed Medicaid. 
health plan and employer markets have access to our services through public and private exchanges. 

As a phannacy benefits manager, we manage the dispensing of prescription drugs through our mail order pharmacies. specialty pharmacies. long
term care pharmacies and national network of more than 68.000 retail phannacics. consisting of approximately 41.000 chain phannacics (which 
includes our CVS Pharmacy" stores) and 27,000 independent pharmacies, to 



eligible members in the benefit plans maintained by our clients and utilize our information systems to perform. among other things. safety checks. 
drug interaction screenings and brand to generic substitutions. 

Our specialty pharmacies support individuals who require complex and expensive drug therapies. Our specialty pharmacy business includes mail 
order and retail specialty pharmacies that operate under the CVS Caremark•. CarcPlus CVS Pharmacy"'. Navarro'' Health Services and Advanced 

Care Scripts names. Substantially all of our mail service specialty pharmacies have been accredited by The Joint Commission. which is an 
independent. not-for-profit organization that accredits and certifies health care organizations and programs in the United States. We also offer 
specialty infusion services and cntcral nutrition services through Coram LLC and its subsidiaries (collectively. "Coram"). With Specialty 

Connect'". which integrates our specialty pharmacy mail and retail capabilities. we provide members with disease-state specific counseling from 
our experienced specialty pharmacists and the choice to bring their specialty prescriptions to any CVS Pharmacy location. Whether submitted 

through our mail order pharmacy or at a CVS Pharmacy. all prescriptions are filled through the Company's specialty mail order pharmacies, so all 
revenue from this specialty prescription services program is recorded within the Pharmacy Services Segment. Members then can choose to pick up 
their medication at their local CVS Pharmacy or have it sent to their home through the mail. In August 2015. we expanded our offerings with the 
acquisition of Omnicare which included its specialty pharmacy operating under the Advanced Care Scripts name. 

We also provide health management programs. which include integrated disease management for 17 conditions. through our Accordant• rare 

disease management offering. The majority of these integrated programs arc accredited by the National Committee for Quality Assurance. 

In addition, through our SilverScript Insurance Company ("SilverScript") subsidiary, we arc a national provider of drug benefits to eligible 
beneficiaries under the federal government's Medicare Part D program. We currently provide Medicare Pan D plan benefits to approximately 5.0 

million beneficiaries through SilverScript. including our individual and employer group waiver plans. 

The Pharmacy Services Segment operates under the CVS Caremark• Pharmacy Services, Caremark•. CVS Caremark T". Care Plus CVS Pharmacy'". 

Accordant', SilverScript", Coram'. CVS Spccialt/". NovoLogix•. Navarro• Health Services and Advanced Care Scripts names. As of December 31, 
2015. the Pharmacy Services Segment operated 24 retail specialty pharmacy stores, 11 specialty mail order pharmacies. five mail order dispensing 

pharmacies, and 83 branches for infusion and entcral services, including approximately 73 ambulatory infusion suites and six centers of excellence, 

located in 40 states. Puerto Rico and the District of Columbia. 

Overview of Our Retail/LTC Segmellf 

Our Rctail/L TC Segment sells prescription drugs and a wide assortment of general merchandise, including over-the-counter drugs, beauty 

products and cosmetics, personal care products, convenience foods. photo finishing. seasonal merchandise and greeting cards. With the 
acquisition of Omnicare. the Retail/L TC Segment now also includes the distribution of prescription drugs. related pharmacy consulting and other 

ancillary services to chronic care facilities and other care settings, as well as commercialization services which arc provided under the name 
RxCrossroads'. We added approximately 1,672 pharmacies through the acquisition of Target's pharmacies, thereby, expanding our presence in new 
and existing markets. The stores within Target will only sell prescription drugs and over-the-counter drugs that arc required to be behind the 
counter. Our Rctail/L TC Segment derives the majority of its revenues through the sale of prescription drugs. which are dispensed by our more than 

30,000 pharmacists. The role of our retail pharmacists is shifting from primarily dispensing prescriptions to also providing services, including flu 
vaccinations as well as face-to-face patient counseling with respect to adherence to drug therapies, closing gaps in care, and more cost-effective 
drug therapies. Our integrated pharmacy services model enables us to enhance access to care while helping to lower overall health care costs and 

improve health outcomes. 

Our Rctail/L TC Segment also provides health care services through our MinutcClinic' health care clinics. MinutcClinics are staffed by nurse 

practitioners and physician assistants who utilize nationally recognized protocols to diagnose and treat minor health conditions. perform health 
screenings, monitor chronic conditions, and deliver vaccinations. We believe our clinics provide high quality services that are affordable and 
convenient. Through the acquisition of Target's clinics. we added 79 clinics in December 2015. 

Our proprietary loyalty card program. ExlraCarc", has about 70 million active cardholders, making it one of the largest and most successful retail 
loyalty card programs in the country. 

As of December 31, 2015, our Retail/LTC Segment included 9.655 retail stores (of which 7 .897 were our stores that operated a pharmacy and 1,672 
were our pharmacies located within Target store) located in 49 states. the District of Columbia. Puerto 
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Rico and Brazil operating primarily under the CVS Pharmacy". CVS'. Longs Drugs'. Navarro Discount Pharmacy'' and Drogaria Onofre'" na111t:s. 32 
onsitc pharmacies primarily operating under the Care Plus CVS Pharmacy'", CarcPlus' and CVS Pharmacy' names. and 1.135 retail health care clinics 
operating under the MinutcClinic' name (of which 1.049 were located in CVS Pharmacy stores), and our onlinc retail websites, CVS.com'. 
Navarro.com'" and Onofrc.com.br"'. L TC operations arc comprised of 143 spoke pharmacies that primarily handle new prescription orders, of which 
32 are also hub pharmacies that use proprietary automation to support spoke pharmacies with refill prescriptions. L TC operates primarily under the 
Omnicare" and NeighborCare' names. 

Overview of Our Corporate Segment 

The Corporate Segment provides management and administrative services to support the Company. The Corporate Segment consists of certain 

aspects of our executive management, corporate relations, legal. compliance, human resources, corporate information technology and finance 
departments. 

Results of Operatiom 

Summary of our Consolidated Financial Results 

In nrilliom, except per sliare amounts 

Net revenues 

Cost of revenues 

Gross profit 

Operating expenses 

Operating profit 

Interest expense, net 

Loss on early extinguishment of debt 

Income before income tax provision 

Income tax provision 

Income from continuing operations 

Income (loss) from discontinued operations, net of tax 

Net income 

Net income attributable to noncontrolling interest 

Net income attributable to CVS Health 

Diluted earnings per share: 

Income from continuing operations attributable to CVS Health 

Income (loss) from discontinued operations attributable to CVS Health 

Net income attributable to CVS Health 

$ 

$ 

$ 

s 
s 

Year Ended December 31, 

2015 2014 

153,290 $ 139.367 $ 

126.762 114,000 

26,528 25,367 

17,074 16,568 

9,454 8.799 

838 600 

521 

8,616 7,678 

3.386 3,033 

5,230 4,645 

9 (I) 

5.239 4,644 

(2) 

5,237 $ 4,644 $ 

4.62 $ 3.96 s 
0.01 s s 
4.63 s 3.96 s 

Net revenues increased S 13.9 billion in 2015 compared to 2014, and increased S 12.6 billion in 2014 compared to 2013. As you review our 

performance in this area. we believe you should consider the following important information: 

2013 

126.761 

102.978 

23, 783 

15,746 

8,037 

509 

7.528 

2,928 

4,600 

(8) 

4,592 

4,592 

3.75 

(0.01) 

3.74 

During 2015, net revenues in our Pharmacy Services Segment increased 13.5% and net revenues in our Retail/L TC Segment increased 
6.2% compared to the prior year. 

During 2014, net revenues in our Pharmacy Services Segment increased by 16.1 % and net revenues in our Retail/L TC Segment increased 
3.3% compared to the prior year. 

In 2015 and 2014, the impact from net new business grew for the Pharmacy Services Segment. The increase in our generic dispensing rates 
in both of our operating segments continued to have a negative effect on net revenue in 2015 as compared to 2014, as well as in 2014 as 
compared to 2013. 

Both segments benefited from the Omnicare acquisition that occurred in August 2015. 
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Please sec the Segment Analysis later in this document for additional information about our net revenues. 

Gro.u profit increased S 1.2 billion. or 4.6% in 2015. to S26.5 billion. as compared to S25.4 billion in 2014. Gross profit increased S 1.6 billion. or 6. 7% 

in 2014. to S25.4 billion. as compared to S23.8 billion in 2013. Gross profit as a percentage of net revenues declined to 17.3%. as compared to 18.2% 
in 2014 and 18.8% in 2013. 

During 2015. gross profit in our Pharmacy Services Segment and Rctail/L TC Segment increased by 9.6% and 3.4%. respectively. compared 
to the prior year. For the year ended December 31, 2015, gross profit as a percent of net revenues in our Pharmacy Services Segment and 
Rctail/L TC Segment was 5.2% and 30.5%. respectively. 

During 2014. gross profit in our Pharmacy Services Segment and Rctail/L TC Segment increased by 12.6% and 5.8%. respectively. 
compared to the prior year. For the year ended December 31, 2014, gross profit as a percent of net revenues in our Pharmacy Services 

Segment and Rctail/L TC Segment was 5.4% and 31.4%. respectively. 

The increased weighting toward the Pharmacy Services Segment, which has a lower gross profit than the Rctail/L TC Segment. resulted in 

a decline in consolidated gross profit as a percent of net revenues in 2015 as compared to 2014. Jn addition. gross profit for 2015. 2014 and 
2013 has been negatively impacted by price compression in the Pharmacy Services Segment and reimbursement pressure in the 
Rctail/L TC Segment. 

Our gross profit continued to benefit from the increased utilization of generic drugs (which normally yield a higher gross profit rate than 

equivalent brand name drugs) in both the Pharmacy Services and Rctail/L TC segments for 2013 through 2015. partially offsetting the 
negative impacts described above. 

Please sec the Segment Analysis later in this document for additional information about our gross profit. 

Operuti11g expenses increased $506 million, ur 3.0%, in the year ended December 31, 2015, as compared tu the prior year. Operating expenses as a 

pen: en I of net revenues declined tu 11. I% in the year ended December 31, 2015 cum pared tu 11. 9% in the prior year. The increase in operating 
expense dollars in the year ended December 31, 2015 was primarily due tu incremental store operating costs associated with a higher store count, 
the Omnicare acquisition in August 2015 and the acquisition of the Target pharmacy and clinic businesses in December 2015. The decrease in 

operating expenses as a percent of net revenues in 2015 is primarily due to expense leverage from net revenue growth. 

Operating expenses im:reased $882 million, ur 5.2%, in the year ended December 31, 2014 as compared tu the prior year. Operating expenses as a 

percent of net revenues declined to 11.9% in the year ended December 31, 2014 compared lo 12.4% in the prior year. The increase in operating 
expense dollars in the year ended December 31, 2014 was primarily due to incremental store operating costs associated with a higher store count, 
as well as legal costs and strategic initiatives as compared to the prior year. Additionally. the year ended December 31. 2013 included a $72 million 
gain on a legal settlement. The improvement in operating expenses as a percent of net revenues in 2014 is primarily due to expense leverage from 
net revenue growth and disciplined expense control. 

Please sec the Segment Analysis later in this document for additional information about operating expenses. 

lllterest expeme, 11et for the years ended December 31 consisted of the following: 

In milli1111.'i 20t5 2014 2013 

Interest expense s 859 s 615 s 517 

Interest income (21) (15) (8) 

Interest expense. net $ 838 $ 600 $ 509 

Net interest expense increased S238 million during the year ended December 31, 2015, primarily due tu the amurti:.rntiun of bridge facility fees uf $52 
million for the unsecured bridge facility that was entered into on May 20. 2015 and was amortized to interest expense over the period it was 
outstanding. the $15 billion debt issuance in July 2015. and the debt assumed from the Omnicare acquisition. See Note 6. "Borrowings and Credit 

Agreements" to the consolidated financial statements for additional information. During 2014. net interest expense increased by $91 million. to $600 
million compared to 2013. primarily due to the issuance ofS4 billion of debt in December 2013 and $1.5 billion of debt in August 2014. 
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loss <Ill early extinguisliment of debt - During the year ended December 31. 2014. the Company completed a S2.0 billion tender offer and 

repurchase of certain Senior Notes. The Company paid a premium ofS490 million in excess of the debt principal in connection with the repurchase 
of the Senior Notes. wrote offS26 million of unamortized deferred financing costs and incurred S5 million in fees. for a total loss on early 
extinguishment of debt of $521 million. See Note 6, ''Borrowings and Credit Agreements" to the consolidated financial statements for additional 
information. 

Income tax provision - Our effective income tax rate was 39.3%. 39.5% and 38.9% in 2015. 2014 and 2013. respectively. The effective income tax 

rate was lower in 2015 compared to 2014 primarily due to certain permanent items in 2014. The effective income tax rate was higher in 2014 than in 

2013 primarily due to certain permanent items in 2014. 

Income from c<111ti1111ing operations increased S585 million or 12.6% to S5.2 billion in 2015. Income from continuing operations increased S45 

million or 1.0% to S4.6 billion in 2014 as compared to 2013. The 2015 and 2014 increases in income from continuing operations were primarily related 
to increases in generic dispensing rates and increased prescription volume for both operating segments. The increase in 2015 was negatively 
affected by S272 million of acquisition-related bridge financing. transaction and integration costs associated with the acquisition of Omnicare and 
the acquisition of the pharmacies and clinics of Target. In addition. as discussed above. income from continuing operations included a S52 I million 
loss on early extinguishment of debt in 2014. which positively impacted the growth rate in 2015 and negatively impacted the growth rate in 2014. 

Income (loss) from disc11111in11ed operations - In connection with certain business dispositions completed between 1991 and 1997. the Company 

retained guarantees on store lease obligations for a number of former subsidiaries. including Linens 'n Things. which filed for bankruptcy in 2008. 
The Company's income from discontinued operations in 2015 of S9 million. net of tax. was related to the release of certain store lease guarantees 
due to the settlement ofa dispute with a landlord. The Company's loss from discontinued operations includes lease-related costs required to 
satisfy its Linens 'n Things lease guarantees. We incurred a loss from discontinued operations. net of tax. of SI million and $8 million in 2014 and 

2013. respectively. 

See Note I "Significant Accounting Policies - Discontinued Operations" to the consolidated finan.:ial statements for additional information about 
disrnntinued operations and Note 12 "Commitments and Contingen.:ies" for additional information about our lease guarantees. 

Net income allributable 1111wnc11ntr11/ling interest of S2 million for the year ended December 31, 2015 represents the noncontrolling shareholders' 

portion of the net income from several less than wholly owned entities. For the year ended December 31. 2014. the Company had two consolidated 
entities with immaterial noncontrolling interests. For the year ended December 31. 2013. the Company did not consolidate any entities that were not 
wholly owned by the Company. 

Net income a1trib111able 111 CVS Health increased $593 million or 12.8% to $5.2 billion (or S4.63 per diluted share) in 2015. This compares to S4.6 

billion (or S3.96 per diluted share) in 2014 and S4.6 billion (or S3.74 per diluted share) in 2013. As discussed previously. the 2015 increase in net 

income attributable to CVS Health was primarily related to increased generic drug dispensing and increased prescription volume in both operating 
segments. as well as the loss on early extinguishment of debt in 2014. The increase in 2015 was negatively affected by $272 million of acquisition

related bridge financing. transaction and integration costs associated with the acquisition of Omnicare and the acquisition of the pharmacies and 
clinics of Target. The increase in net income attributable to CVS Health per diluted share was also driven by increased share repurchase activity in 
2015. 2014 and 2013. The net income attributable to CVS Health and per diluted share in 2014 includes a S52 I million loss on early extinguishment of 
debt. which negatively impacted the net income growth rate in 2014. 
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Segmellf Analysis 

We evaluate the performance of our Pharmacy Services and Rctail/L TC segments based on net revenues. gross profit and operating profit before 

the effect of nonrecurring charges and gains and certain intersegment activities. The Company evaluates the performance of its Corporate Segment 

based on operating expenses before the effect of discontinued operations. nonrecurring charges and gains. and certain intcrscgmcnt activities. 

The following is a reconciliation of the Company's business segments to the consolidated financial statements: 

Pharmacy 
Services Retail/LTC Corporate lntersegment Consolidated 

/11 111il/io11s Segmcnt 111121 Segment'" Segment Eliminations"' Totals 

2015: 

Net revenues s 100,363 s 72,007 s s (19.080) s 153.290 

Gross profit 5.227 21.992 (691) 26,528 

Operating profit (loss)'" 3.989 7,130 (1.037) (628) 9.454 

2014: 

Net revenues $ 88.440 $ 67.798 s $ (16,871) $ 139,367 

Gross profit 4.771 21.277 (681) 25,367 

Operating profit (loss) 3,514 6.762 (796) (681) 8,799 

2013: 

Net revenues s 76.208 s 65,618 s s (15,065) s 126,761 

Gross profit 4.237 20.112 (566) 23.783 

Operating profit (loss)'" 3,086 6,268 (751) (566) 8,037 

(I) Net revenues of the Phannacy Services Segment include approximately S8.9 billion, S8. I billion and S7.9 billion of Retail Co-Payments for 2015, 2014 and 2013, 
respectively. Sec Note I to the consolidated financial statements for additional information about Retail Co-Payments. 

(2) lntcrsegment eliminations relate to intersegment revenue generating activities that occur between the Pharmacy Services Segment and the Rctail/L TC Segment. 
These occur in the following ways: when members of Pharmacy Services Segment clients ("members") till prescriptions at retail stores to purchase covered 
products, when members enrolled in programs such as Maintenance Choice" elect to pick up maintenance prescriptions at a retail drugstore instead of receiving 
them through the mail, or when members have prescriptions tilled at long-term care facilities. When these occur, both the Phannacy Services and Retail/L TC 
segments record the revenues, gross profit and operating profit on a standalone basis. 

(3) For the year ended December 31, 2015, the Corporate Segment operating loss includes S 156 million of acquisition-related transaction and integration costs and a 
S90 million charge related to a legacy lawsuit challenging the 1999 legal settlement by Med Partners of various securities class actions and a related derivative claim. 

(4) Consolidated operating profit for the year ended December 31, 2013 includes a S72 million gain on a legal settlement, of which, SI I million is included in the 
Pharmacy Services Segment and S6 I million is included in the Rctail/L TC Segment. 
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Pharmacy Services Segment 

The following table summarizes our Pharmacy Services Segment's performance for the respective periods: 

Y car Ended December 31, 

In mil/i1111.•· 

Net revenues 

Gross profit 

Gross profit% of net revenues 

Operating expenses 

Operating expenses% of net revenues 

Operating profit 

Operating profit% of net revenues 

Net revenues: 

Mail choice"' 

Pharmacy network'" 

Other 

Pharmacy claims processed: 

Total 

Mail choice'" 

Pharmacy network"' 

Generic dispensing rate: 

Total 

Mail choice"' 

Pharmacy network"' 

Mail choice penetration rate 

s 
$ 

s 

$ 

$ 

$ 

$ 

2015 

100,363 

5.227 

5.2% 

1.238 

1.2% 

3.989 

4.0% 

3 7,828 

62,240 

295 

1.011.9 

85.7 

926.2 

83.7% 

76.4% 

84.4% 

20.6% 

2014 

s 88.440 $ 

$ 4.771 $ 

5.4% 

$ 1.257 $ 

1.4% 

$ 3.514 s 
4.0% 

$ 31.081 $ 

$ 57,122 $ 

$ 237 $ 

932.0 

82.4 

849.6 

82.2% 

74.6% 

83.0% 

21.4% 

2013 

76.208 

4.237 

5.6% 

1.151 

1.5% 

3,086 

4.1% 

24.791 

51,211 

206 

902.l 

83.3 

818.8 

80.5% 

72.6% 

81.3% 

22.6% 

( 1) Mail choice is defined as claims filled at a Pharmacy Services mail facility, which includes specialty mail claims inclusive of Specialty Connect claims filled at retail, 
as well as prescripcions filled at retail under the Maintenance Choice program. 

(2) Pharmacy network net revenues, claims processed and generic dispensing rates do not include Maintenance Choice, which are included within the mail choice 
caregory. Pharmacy network is defined as claims filled ac rerail and specialty pharmacies. including our rerail drugs!Ores and long-cerm care pharmacies. but 
excluding Maintenance Choice activity. 

Net revenues in our Pham1acy Services Segment increased $11.9 billion, or 13.5%, to $100.4 billion for the year ended December 31, 2015, as 

compared to the prior year. The increase is primarily due to growth in specialty pharmacy. driven by new clients. increased volume from new 

products and the addition of the specialty pharmacy operations of Omnicare, as well as inflation and increased pharmacy network claims. 

Conversely. the increase in our generic dispensing rate had a negative impact on our revenue in 2015, as it did in 2014. 

Net revenues increased $12.2 billion, or 16.1 %, lo $88.4 billion for the year ended December 31, 2014, as compared lo !he prior year. The increase in 

2014 was primarily due to growth in specialty pharmacy. including the acquisition of Coram and the impact of Specialty Connect, and increased 

pharmacy network volume. Conversely. the increase in our generic dispensing rate had a negative impact on our revenue in 2014, as it did in 2013. 

As you review our Pharmacy Services Segment's revenue perfonnance. we believe you should also consider the following important information: 

Our mail choice claims processed increased 4.0% lO 85.7 million claims in the year ended December 31, 2015, compared to 82.4 million claims in 

the prior year. The increase in mail choice claims was driven by net new business, specialty and continuing adoption of our Maintenance 

Choice offerings. During 2014, our mail choice claims processed decreased I. I% to 82.4 million claims. The decrease in mail choice claims was 

driven by a decline in traditional mail volumes. which was mostly offset by growth in our Maintenance Choice program and specialty 

pharmacy. 

During 2015 and 2014. our average revenue per mail choice claim increased by I 7 .0% and 26.8%. compared to 2014 and 2013, respectively. The 

increase in 2015 was primarily due to growth in specialty pharmacy. The increase in 2014 was 
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primarily due to the acquisition of Coram and drug inflation particularly in specialty pharmacy. partially offset by increases in the percentage 

of generic prescription drugs dispensed and changes in client pricing. 

Our pharmacy network claims processed increased 9.0% tu 926.2 million claims in the year ended December 31, 2015, compared tu 849.6 million 
claims in the prior year. This increase was primarily due to net new business. During 2014. our pharmacy network claims processed increased 
3.8% to 849.6 million compared to 818.8 million phannacy network claims processed in 2013. This increase was primarily due tu net new 
business and growth in Managed Medicaid. partially offset by a decrease in Medicare Part D claims. Medicare Part D claims were negatively 
affected by the CMS sanctions that were in place during 2013. 

Our average revenue per pharmacy network claim processed remained flat for the year ended December 31, 2015 as compared tu the prior year. 
During 2014. our average revenue per pharmacy network claim processed increased by 7 .5%. compared to 2013. This increase was primarily 
due to drug inflation and changes in the drug mix, partially offset by increases in the generic dispensing rate. 

Our mail choice generic dispensing rate was 76.4%, 74.6% and 72.6% in the years ended December 31, 2015, 2014 and 2013, respectively. Our 
pharmacy network generic dispensing rate increased to 84.4% in the year ended December 31, 2015, compared to 83.0% in the prior year. 
During 2014. our pharmacy network generic dispensing rate increased to 83.0% compared to our pharmacy network generic dispensing rate of 
81.3% in 2013. These continued increases in mail choice and pharmacy network generic dispensing rates were primarily due to the impact of 
new generic drug introductions. and our continuous efforts to encourage plan members to use generic drugs when they are available. We 
believe our generic dispensing rates will continue to increase in future periods. albeit at a slower pace. This increase will be affected by. 
among other things. the number of new generic drug introductions and our success at encouraging plan members to utilize generic drugs 
when they arc available and clinically appropriate. 

We completed the roll out of Specialty Connect'" in May 2014, which integrates the Company's specialty pharmacy mail and retail capabilities, 
providing members with the choice to bring their specialty prescriptions to any CVS Pharmacy' location. Whether submitted through our mail 
order pharmacy or at CVS Pharmacy. all prescriptions arc filled through the Company's specialty mail order pharmacies, so all revenue from 
this specialty prescription services program is recorded within the Pharmacy Services Segment. 

The Pharmacy Services Segment recognizes revenues from its pharmacy network transactions based on individual contract terms. Our 
Pharmacy Services Segment contracts are predominantly accounted for using the gross method. See the "Revenue Recognition" description 
under "Critical Accounting Policies" later in this section for further information on our revenue recognition policy. 

Gross profit in our Pharmacy Services Segment includes net revenues less cost of revenues. Cost of revenues includes (i) the cost of 

pharmaceuticals dispensed. either directly through our mail service and specialty retail pharmacies or indirectly through our pharmacy network, 
(ii) shipping and handling costs and (iii) the operating costs of our mail service dispensing pharmacies, customer service operations and related 
information technology support. 

Gross profit increased S456 million. or 9.6% to S5.2 billion in the year ended December 31. 2015. as compared to the prior year. Gross profit as a 
percentage of net revenues decreased to 5.2% for the year ended December 31. 2015, compared to 5.4% in the prior year. The increase in gross 
profit dollars in the year ended December 31, 2015 was primarily due to volume increases and higher generic dispensing. as well as favorable 
purchasing and rebate economics. partially offset by price compression. The decrease in gross profit as a percentage of net revenues was primarily 
due to price compression. partially offset by favorable generic dispensing. as well as favorable purchasing and rebate economics. 

During 2014, gross profit increased S534 million. or 12.6% to $4.8 billion in the year ended December 31. 2014. as compared to the prior year. Gross 
profit as a percentage of net revenues decreased to 5.4% for the year ended December 31. 2014. compared to 5.6% in the prior year. The increase in 
gross profit dollars in the year ended December 31. 2014 was primarily due to volume increases, higher generic dispensing and favorable 
purchasing economics, partially offset by price compression. The decrease in gross profit as a percentage of net revenues was due to price 
compression. partially offset by favorable generic dispensing and purchasing economics. Jn addition, gross profit dollars and margin for the year 
ended December 31. 2014. were positively impacted by S 16 million related to the favorable resolution of previously proposed retroactive 
reimbursement rate changes in the State of California Medicaid program. 
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As you review our Pharmacy Services Segment's performance in this area. we believe you should consider the following important information: 

Our gross profit dollars and gross profit as a percentage of net revenues continued to be impacted by our efforts to (i) retain existing clients, 
(ii) obtain new business and (iii) maintain or improve the rebates and/or discounLs we received from manufacturers, wholesalers and retail 
pharmacies. In particular. competitive pressures in the PBM industry have caused us and other PBMs to continue to share a larger portion of 
rebates and/or discounts received from pharmaceutical manufacturers with clients. In addition. market dynamics and regulatory changes have 
impacted our ability to offer plan sponsors pricing that includes retail network "differenLial" or "spread". We expect these trends to continue. 
The .. differential" or ··spread" is any difference between the drug price charged to plan sponsors, including Medicare Part D plan sponsors, 
by a PBM and the price paid for the drug by the PBM to the dispensing provider. The increased use by patients of generic drugs has 
positively impacted our gross profit margins but has resulted in third party payors augmenting their efforts to reduce reimbursement payments 

for prescriptions. This trend. which we expect to continue. reduces the benefit we realize from brand to generic product conversions. 

We review our network contracts on an individual basis to determine ifthe related revenues should be accounted for using the gross method 
or net method under the applicable accounting rules. Our Pharmacy Services Segment network contracts are predominantly accounted for 
using the gross method. which results in higher revenues. higher cost of revenues and lower gross profit rates. 

Our gross profit as a percentage of revenues benefited from the increase in our total generic dispensing rate. which increased to 83.7% and 
82.2% in 2015 and 2014. respectively, compared to our generic dispensing rate of 80.5% in 2013. These increases were primarily due to new 
generic drug introductions and our continued efforts to encourage plan members to use clinically appropriate generic drugs when they are 
available. We expect these trends to continue. albeit at a slower pace. 

Operuti11g expe11ses in our Pharmacy Services Segment, which include selling, general and administrative expenses, depreciation and amortization 

related to selling. general and administrative activities and retail specialty pharmacy store and administrative payroll, employee benefits and 
occupancy costs, decreased to 1.2% of net revenues in 2015, compared to 1.4% in 2014 and 1.5% in 2013. 

As you review our Pharmacy Services Segment's performance in this area, we believe you should consider the following important information: 

Operating expenses decreased $19 million or 1.5%, to $1.2 billion, in the year ended December 31, 2015, compared Lo Lhe prior year. The 
decrease in operating expense dollars is primarily due to lower integration costs from the Coram acquisition which occurred in January 2014. 

partially offset by the addition of the specialty pharmacy operations of Omnicare from the acquisition in August 2015. Operating expenses as a 
percentage of net revenues improved slightly from 1.4% in 2014 to 1.2% in 2015. 

During 2014, the increase in operating expenses of SI 06 million or 9.2%, to S 1.3 billion compared to 2013. is primarily related to increased costs 

associated with infusion services due to the 2014 acquisition of Coram. as well as an S 11 million gain from a legal settlement during the year 
ended December 31. 2013. The slight decrease in operating expenses as a percentage of net revenues was primarily due to expense leverage 

from net revenue growth. 
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Retuilll TC Segment 

The following table summarizes our Retail/L TC Segment's performance for the respective periods: 

Year Ended December 31, 

111 mi/Ii""·" 2015 2014 2013 

Net revenues s 72.007 s 67.798 s 65,618 

Gross profit s 21.992 s 21.277 $ 20,112 

Gross profit% of net revenues 30.5 % 31.4 % 30.6 % 

Operating expenses 
Ill s 14.862 s 14.515 s 13,844 

Operating expenses% of net revenues 20.6 % 21.4 % 21.1 % 

Operating profit s 7,130 s 6,762 $ 6.268 

Operating profit% of net revenues 9.9% 10.0 % 9.6% 

Prescriptions filled (90 Day= 3 prescriptions)"' I.OJ 1.6 935.9 890.1 

Net revenue increase (decrease): 

Total 6.2 % 3.3 % 3.1 % 

Pharmacy 9.5 % 5.1 % 4.1 % 

Front Store (2.5)% (2.5)% 1.0 % 

Total prescription volume (90 Day= 3 prescriptions)"' 10.2 % 5.2 % 5.2 % 

Same store sales increase (decrease)'": 

Total 1.7 % 2.1 % 1.7% 

Pharmacy 4.5 % 4.8 % 2.6% 

Front Store '" (5.0)% (4.0)% (0.5)% 

Prescription volume (90 Day= 3 prescriptions)"' 4.8 % 4.1 % 4.4 % 

Generic dispensing rates 84.5 % 83.1 % 81.4 % 

Pharmacy% of net revenues 72.9 % 70.7 % 69.5 % 

(I) Operating expenses for the three months and year ended December 31, 2015 include $52 million and $64 million, respectively, of acquisition-related integration 
costs related to the acquisition of Omnicare and the pharmacies and clinics of Target. 

(2) Includes the adjustment to conven 90-day, non-specialty prescriptions lo the equivalent of three 30-day prescriptions. This adjustment renects the fact that these 
prescriptions include approximately three times the amount of product days supplied compared to a normal prescription. 

(3) Same store sales and prescriptions exclude revenues from MinuteClinic, and revenue and prescriptions from stores in Brazil, LTC operations and from 
commercialization services. 

(4) Front store same store sales would have been approximately 520 basis points higher for the year ended December 31, 2015 if tobacco and the estimated associated 
basket sales were excluded from the year ended December 31, 2014. 

Net revenues increased approximately $4.2 billion, or 6.2%, to $72.0 billion for the year ended December 31, 2015, as compared to the prior year. 

This increase was primarily driven by the acquisition of Omnicare, a same store sales increase of 1.7%. and net revenues from new and acquired 

stores, which accounted for approximately 160 basis points of our total net revenue percentage increase during the year. Net revenues increased 
$2.2 billion, or 3.3% to $67.8 billion for the year ended December 31, 2014, as compared to the prior year. This increase was primarily driven by a 
same store sales increase of 2.1 % and net revenues from new stores, which accounted for approximately 140 basis points of our total net revenue 

percentage increase during the year. Additionally. in 2015. 2014 and 2013 we continued to see a positive impact on our net revenues due to the 
growth of our Maintenance Choice program. 

As you review our Retail/L TC Segment's performance in this area. we believe you should consider the following important information: 

Front ston: sarrn: store sales declined 5.0% in the year ended De..:ember 31, 2015, as compared to the prior year. The decrease is primarily due 

to the Company's decision to stop selling tobacco products and softer customer traffic. The decrease was partially offset by an increase in 

basket size. On a comparable basis. front store same store sales would have been approximately 520 basis points higher for the year ended 

December 31. 2015 if tobacco and the estimated associated basket sales were excluded from the year ended December 31. 2014. 

IO 



Pharmacy same store sales rose 4.5% in the year ended December 31, 2015, as compared to the prior year. Pharmacy same store sales \\'ere 
positively impacted by same store script growth of 4.8%. partially offset by the impact of the increase in generic dispensing and 
reimbursement pressure. 

Pharmacy revenues continue to be negatively impacted by the conversion of brand name drugs to equivalent generic drugs. which typically 
have a lower selling price. Pharmacy same store sales were negatively impacted by approximately 390 and 160 basis points for the years ended 
December 31, 2015 and 2014, respectively, due to recent generic introductions. The increase in the impact from 2014 to 2015 was primarily due 
to a larger impact from new generic drug introductions. In addition. our pharmacy revenue growth has also been affected by continued 
reimbursement pressure, the lack of significant new brand name drug introductions. as well as an increase in the number of over-the-counter 
remedies that were historically only available by prescription. 

As of December 31, 2015, we operated 9,655 retail stores. including the 1,672 locations in Target stores. compared to 7 .822 retail stores as of 
December 31, 2014 and 7,660 retail stores as of December 31, 20 I 3. Total net revenues from new and acquired stores contributed approximately 
1.6%. I. I% and 1.0% to our total net revenue percentage increase in 2015. 2014. and 2013. respectively. 

Pharmacy revenue growth continued to benefit from increased utilization by Medicare Part D beneficiaries, our ability to attract and retain 
managed care customers and favorable industry trends. These trends include an aging American population: many "baby boomers" are now 
in their fifties and sixties and are consuming a greater number of prescription drugs. as well as expanded coverage from the Patient Protection 
and Affordable Care Act and the Health Care and Education Reconciliation Act (collectively, "ACA"). In addition, the increased use of 
pharmaceuticals as the first line of defense for individual health care also contributed to the growing demand for pharmacy services. W c 
believe these favorable industry trends will continue. 

Gross profit in our Retail/L TC Segment includes net revenues less the cost of merchandise sold during the reporting period and the related 

purchasing costs, warehousing costs, delivery costs and actual and estimated inventory losses. 

Gross profit increased $715 million, or 3.4%. to approximately $22.0 billion in the year ended December 31, 2015, as compared to the prior year. 
Gross pro lit as a percentage of net revenues decreased to 30.5% in year ended December 31, 2015, from 31.4% in 2014. Gross pro lit increased $1.2 
billion, or 5.8%, to $21.3 billion for the year ended December 31, 2014, as compared to the prior year. Gross profit as a percentage ofm:t revenues 
increased to 31.4% for the year ended December 31, 2014, compared to 30.6% for the prior year. 

The increase in gross profit dollars in the year ended December 31, 2015, was primarily driven by the addition of L TC, same store sales and new 
store sales. increased generic dispensing, as well as favorable purchasing economics, partially offset by continued reimbursement pressure. The 
increase in gross profit dollars for the year ended December 31. 2014, was primarily driven by increases in the generic dispensing rate, same store 
sales and new store sales. as well as favorable purchasing economics. The decrease in gross profit as a percentage of net revenues in 2015 was 
primarily driven by a decline in pharmacy margins due to continued reimbursement pressure. partially offset by favorable pharmacy purchasing 
economics, as well as increased front store margins due to changes in the mix of products sold. The increase in gross profit as a percentage of net 
revenues in 2014 was primarily driven by increased pharmacy margins due to the positive impact of increased generic dispensing rates and 
increased front store margins. partially offset by continued reimbursement pressure. The increase in gross profit as a percentage of net revenues in 
2014 was also driven by the removal of tobacco products from our stores. 

As you review our Rctail/L TC Segment's performance in this area. we believe you should consider the following important information: 

Front store revenues as a percentage of total net revenues for the years ended December 31, 2015. 2014 and 2013 were 26.5%, 28.8% and 
30.5%. respectively. The decline in front store revenues as a percentage of total net revenues in 2015 and 2014 was largely due to the removal 
of tobacco products and the associated basket sales. On average. our gross profit on front store revenues is generally higher than our gross 
profit on pharmacy revenues. Pharmacy revenues as a percentage of total net revenues increased approximately 220. 120 and 60 basis points 
in the years ended December 31, 2015, 2014 and 2013, respectively. This was due to pharmacy revenues growing faster than front store 
revenues, as well as the acquisition of Omnicare. The mix effect from a higher proportion of pharmacy sales had a negative effect on our 
overall gross profit for the years ended December 31, 2015, 2014 and 2013, respectively. This negative effect was partially offset by increased 
generic drug dispensing rates. the removal of tobacco products from our stores. favorable purchasing economics and increased store brand 
penetration. 
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During the year ended December 31. 2014. our front store gross profit as a percentage of net revenues increased compared to the prior year. 
The increase is primarily related to a change in the mix of products sold. including the removal of tobacco products from our stores. and higher 
store brand sales. 

Gross profit dollars and margin for the year ended December 31. 2014 were positively impacted by S53 million related to the favorable 
resolution of previously proposed retroactive reimbursement rate changes in the State of California's Medicaid program. 

Our pharmacy gross profit rates have been adversely affected by the efforts of managed care organizations. PBMs and governmental and 
other third party payors to reduce their prescription drug costs. as well as changes in the mix of our business within pharmacy. In the event 
this trend accelerates. we may not be able to sustain our current rate of revenue growth and gross profit dollars could be adversely impacted. 
The increased use of generic drugs has positively impacted our gross profit but has resulted in third party payors augmenting their efforts to 
reduce reimbursement payments to retail pharmacies for prescriptions. This trend. which we expect to continue. reduces the benefit we realize 
from brand to generic product conversions. 

ACA made several significant changes to Medicaid rebates and to reimbursement. One of these changes was the revision of the definition of 
Average Manufacturer Price (''A MP") and the reimbursement formula for multi-source drugs. Changes in reporting of AMP or other 

adjustments that may be made regarding the reimbursement of drug payments by Medicaid and Medicare could impact our pricing to 

customers and other payors and/or could impact our ability to negotiate discounts or rebates with manufacturers. wholesalers. PB Ms or retail 
and mail pharmacies. See "Efforts to reduce reimbursement levels and alter health care financing practices" in Part I, Item 1 A, Risk Factors 

within our 2015 Form 10-K. for additional information. 

Operating expenses in our Rctail/L TC Segment include store payroll. store employee benefits, store occupancy costs. selling expenses. 

advertising expenses. depreciation and amortization expense and certain administrative expenses. 

Operating expenses increased $347 million, or 2.4% to $14.9 billion, or 20.6% as a percentage of net revenues, in the year ended December 31, 2015, 
as compared to S 14.5 billion. or 21.4% as a percentage of net revenues. in the prior year. Operating expenses increased S67 I million. or 4.8%. to 

$14.5 billion, or 21.4% as a percentage of net revenues, in the year ended December 31, 2014, as compared tu S 13.8 billion, or 21.1 % as a percentage 
of net revenues. in the prior year. Operating expenses as a percentage of net revenues for the year ended December 31. 2015 improved primarily 
due to higher legal costs in the prior year and leverage gained from the addition of L TC net revenues. The increase in operating expense dollars for 

the year ended December 31. 2015. was primarily due to the addition of L TC. including acquisition-related integration costs of S64 million. and 
incremental store operating costs associated with operating more stores. Operating expenses as a percentage of net revenues increased in 2014 
primarily due to reimbursement rate pressure. the implementation of Specialty Connect. which reduced net revenues. and higher legal costs. The 

increase in operating expense dollars in 2014 and 2013 was the result of higher store operating costs associated with our increased store count. as 
well as higher legal costs. The results for the years ended December 31. 2014 and 2013 include gains from legal settlements of S2 l million and S6 l 

million. respectively. Additionally. in September 2014. the Retail/L TC Segment made a charitable contribution of $25 million to the CVS Foundation 
to fund future charitable giving. The foundation is a non-profit entity that focuses on health. education and community involvement programs. 

Corporate Segment 

Operating expenses increased $241 million, or 30.3%, tu $1.0 billion in the year ended December 31, 2015, as compared tu the prior year. Operating 

expenses increased $45 million. or 6.0%. to $796 million in the year ended December 31. 2014. Operating expenses within the Corporate Segment 

include executive management. corporate relations. legal. compliance. human resources. corporate information technology and finance related 
costs. The increase in operating expenses in 2015 was primarily due to acquisition-related transaction and integration costs associated with the 
acquisition of Omnicare and Target's pharmacy and clinic business, as well as a $90 million charge related to a legacy lawsuit challenging the 1999 
settlement by Med Partners of various securities class actions and a related derivative claim. Total acquisition-related transaction and integration 
costs recorded in the Corporate Segment for both acquisitions were Sl56 million and the charge for the lawsuit was $90 million for the year ended 
December 31. 2015. The increase in operating expenses in 2014 was primarily due to increased strategic initiatives. benefits costs. facilities 
management and information technology costs. 
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Liquidity and Capital Re.rnurces 

We maintain a level of liquidity sufficient to allow us to cover our cash needs in the short-term. Over the long-term, we manage our cash and 
capital structure to maximize shareholder return. maintain our financial position and maintain flexibility for future strategic initiatives. We 
continuously assess our working capital needs. debt and leverage levels. capital expenditure requirements. dividend payouts. potential share 
repurchases and future investments or acquisitions. We believe our operating cash flows. commercial paper program. sale-leaseback program. as 
well as any potential future borrowings. will be sufficient to fund these future payments and long-term initiatives. 

The change in cash and cash equivalents is as follows: 

In millions 

Net cash provided by operating activities 

Net cash used in investing activities 

Net cash provided by (used in) financing activities 

Effect of exchange rate changes on cash and cash equivalents 

Net increase (decrease) in cash and cash equivalents 

s 

s 

Year Ended December 31, 

2015 2014 2013 

8.412 s 8.137 s 5.783 

(13.420) (4.045) (1,835) 

5.006 (5.694) ( 1.23 7) 

(20) (6) 3 

(22) s (1.608) s 2.714 

Net caslt provided by operating activities increased by $275 million in 2015 and $2.4 billion in 2014. The increase in 2015 was primarily due to 

increased net income partially offset by various changes in working capital. The increase in 2014 was primarily due to increased net income and 

increased accounts payable due to payables management and timing. 

Net caslt used in investing activities increased by $9.4 billion in 2015 and increased by $2.2 billion in 2014. The increase in 2015 was primarily due 

to the $9.6 billion paid for the acquisition of Omnicare and the S 1.9 billion paid for the acquisition of the Target pharmacy and clinic businesses in 
2015. compared to the $2. I billion paid for the Coram acquisition in 2014. The increase in 2014 was primarily due to the $2. I billion paid for the 

acquisition of Coram and an increase in capital expenditures. 

In 2015. gross capital expenditures totaled approximately $2.4 billion, an increase ofS23 I million compared to the prior year. During 2015. 
approximately 36% of our total capital expenditures were for new store construction. 21 % were for store, fulfillment and support facilities expansion 
and improvements and 43% were for technology and other corporate initiatives. Gross capital expenditures totaled approximately $2. I billion and 
$2.0 billion during 2014 and 2013, respectively. During 2014, approximately 42% of our total capital expenditures were for new store construction, 
21 % were for store, fulfillment and support facilities expansion and improvements and 37% were for technology and other corporate initiatives. 

Proceeds from sale-leaseback transactions totaled $411 million in 2015. This compares to $515 million in 2014 and $600 million in 2013. Under the 
sale-leaseback transactions. the properties are generally sold at net book value. which generally approximates fair value, and the resulting leases 

generally qualify and arc accounted for as operating leases. The specific timing and amount of future sale-leaseback transactions will vary 
depending on future market conditions and other factors. 

Below is a summary of our store development activity for the respective years: 

2015"' 2014'" 2013'" 

Total stores (beginning of year) 7.866 7,702 7,508 

New and acquired storesn> 1.833 187 213 

Closed stores< 1> (34) (23) (19) 

Total stores (end of year) 9.665 7.866 7.702 

Relocated stores 58 60 78 

(I) Relocated stores are not included in new or closed store totals. 
(2) Includes retail drugstores. onsite pharmacy stores. specialty pharmacy stores and pharmacies within Target stores. 

Net ca sit provided by financing activities increased by $10. 7 billion in 2015 and cash used in financing activities increased by S4.5 billion in 2014. 

The increase cash received in 2015 was primarily due to higher net borrowings in 2015 including the S 14.8 billion in net proceeds received from the 
July 2015 debt issuance. partially offset by an increase in share repurchases of 
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S 1.0 billion. The increase in cash used in 2014 was primarily due to the repayments of long-term debt and lower borrowings than in 2013. 

Shure repurchase programs -The following share repurchase programs were authorized by the Company's Board of Directors: 

In billions 

Authorization Date 

December 15, 2014 ('"2014 Repurchase Program") 

December 17, 2013 ("2013 Repurchase Program") 

September 19. 2012 ("2012 Repurchase Program") 

s 
s 
s 

Authorized 

10.0 s 
6.0 s 
6.0 s 

Remaining 

7.7 

The share Repurchase Programs. each of which was effective immediately. permit the Company lo effect repurchases from time lo time through a 
combination of open market repurchases, privately negotiated transactions, accelerated share repurchase ("ASR") transactions, and/or other 

derivative transactions. The 2014 Repurchase Program may be modified or terminated by the Board of Directors at any time. The 2013 and 2012 
Repurchase Programs have been completed. as described below. 

Pursuant to the authorization under the 2014 Repurchase Program. effective December 11. 2015, the Company entered into a S725 million fixed 
dollar ASR with Barclays Bank PLC ("Barclays"). Upon payment of the $725 million purchase price on December 14. 2015. the Company received a 

number of shares of its common stock equal to 80% of the S725 million notional amount of the ASR or approximately 6.2 million shares. At the 
conclusion of the ASR program. the Company may receive additional shares equal to the remaining 20% of the $725 million notional amount. The 
initial 6.2 million shares of common stock delivered to the Company by Barclays were placed into treasury stock in December 2015. The ASR was 
accounted for as an initial treasury stock transaction for S580 million and a forward contract for S 145 million. The forward contract was classified as 
an equity instrument and was recorded within capital surplus on the consolidated balance sheet. On January 28, 2016, the Company received 1.4 
million shares of common stock. representing the remaining 20% of the $725 million notional amount of the ASR, thereby concluding the ASR. The 

remaining 1.4 million shares of common stock delivered to the Company by Barclays were placed into treasury stock in January 2016 and the 
forward contract was reclassified from capital surplus to treasury stock. 

Pursuant to the authorization under the 2013 Repurchase Programs, effective January 2, 2015. the Company entered into a S2.0 billion fixed dollar 
ASR agreement with J.P. Morgan Chase Bank ("JP Morgan"). Upon payment of the S2.0 billion purchase price on January 5, 2015, the Company 

received a number of shares of its common stock equal to 80% of the S2.0 billion notional amount of the ASR agreement or approximately 16.8 
million shares, which were placed into treasury stock in January 2015. On May I. 2015, the Company received approximately 3.1 million shares of 

common stock, representing the remaining 20% of the S2.0 billion notional amount of the ASR. thereby concluding the ASR. The remaining 3.1 
million shares of common stock delivered to the Company by JP Morgan were placed into treasury stock in May 2015. The ASR was accounted for 

as an initial treasury stock transaction for S 1.6 billion and a forward contract for S0.4 billion. The forward contract was classified as an equity 
instrument and was initially recorded within capital surplus on the consolidated balance sheet and was reclassified lo treasury stock upon the 

settlement of the ASR in May 2015. 

Pursuant to the authorization under the 2012 Repurchase Program. effective October I. 2013. the Company entered into a S 1.7 billion fixed dollar 
ASR agreement with Barclays. Upon payment of the $1.7 billion purchase price on October I. 2013. the Company received a number of shares of its 
common stock equal to 50% of the SI. 7 billion notional amount of the ASR agreement or approximately 14.9 million shares at a price of $56.88 per 
share. The Company received approximately 11. 7 million shares of common stock on December 30. 2013 at an average price of S63.83 per share. 
representing the remaining 50% oft he S 1.7 billion notional amount of the ASR agreement and thereby concluding the agreement. The total of 26.6 
million shares of common stock delivered lo the Company by Barclays over the term of the October 2013 ASR agreement were placed into treasury 
stock. The ASR was accounted for as an initial treasury stock transaction and a forward contract. The forward contract was classified as an equity 
instrument. 

Each of the ASR transactions described above. the initial repurchase of the shares and delivery of the remainder of the shares to conclude each 
ASR. resulted in an immediate reduction of the outstanding shares used to calculate the weighted average common shares outstanding for basic 
and diluted earnings per share. 

During the year ended December 31. 2015. the Company repurchased an aggregate of 48.0 million shares of common stock for approximately S5.0 
billion under the 2013 and 2014 Repurchase Programs. As of December 31. 2015. there remained an 
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aggregate of approximately $7.7 billion available for future repurchases under the 2014 Repurchase Program and the 2013 Repurchase Program was 
complete. 

Short-term borrowings - We did not have any commercial paper outstanding as of December 31. 2015. In connection with our commercial paper 

program. we maintain a S 1.00 billion. five-year unsecured back-up credit facility, which expires on May 23, 2018, a $1.25 billion, five-year unsecured 
back-up credit facility, which expires on July 24, 2019, and a $1.25 billion. five-year unsecured back-up credit facility. which expires on July I. 2020. 
The credit facilities allow for borrowings at various rates that are dependent. in part, on the Company's public debt ratings and require the 
Company to pay a weighted average quarterly facility fee of approximately 0.03%, regardless of usage. As of December 31, 2015, there were no 
borrowings outstanding under the back-up credit facilities. 

On May 20. 2015. in connection with the acquisition of Omnicare, the Company entered into a $ 13 billion unsecured bridge loan facility. The 
Company paid approximately $52 million in fees in connection with the facility. The fees were capitalized and amortized as interest expense over the 
period the bridge facility was outstanding. The bridge loan facility expired on July 20, 2015 upon the Company's issuance of unsecured senior 
notes with an aggregate principal of S 15 billion as discussed below. The bridge loan facility fees were fully amortized during the year ended 
December 31, 2015. 

Long-term borrowings - On July 20, 2015, the Company issued an aggregate of S2.25 billion of 1.9% unsecured senior notes due 2018 ("2018 

Notes"), an aggregate ofS2.75 billion of2.8% unsecured senior notes due 2020 ("2020 Notes"). an aggregate ofSl.5 billion of3.5% unsecured 
senior notes due 2022 ("2022 Notes"), an aggregate ofS3 billion of3.875% unsecured senior notes due 2025 ("2025 Notes"), an aggregate ofS2 

billion of4.875% unsecured senior notes due 2035 ("2035 Notes"), and an aggregate of$3.5 billion of5.125% unsecured senior notes due 2045 
("2045 Notes" and, together with the 2018 Notes, 2020 Notes, 2022 Notes. 2025 Notes and 2035 Notes, the "Notes") for total proceeds of 
approximately $14.8 billion, net of discounts and underwriting fees. The Notes pay interest semi-annually and contain redemption terms which 
allow or require the Company to redeem the Notes at a defined redemption price plus accrued and unpaid interest at the redemption date. The net 
proceeds of the Notes were used to fund the Omnicare acquisition and the acquisition of the pharmacies and clinics of Target. The remaining 
proceeds were used for general corporate purposes. 

Upon the closing of the Omnicare acquisition in August 2015, the Company assumed the long-term debt of Omnicare that had a fair value of 
approximately $3.1 billion, $2.0 billion of which was previously convertible into Omnicare shares that holders were able to redeem subsequent to 

the acquisition. During the period from August 18. 2015 to December 31, 2015, all but $5 million of the $2.0 billion of previously convertible debt 
was redeemed and repaid and approximately S0.4 billion in Omnicare term debt assumed was repaid for total repayments of Omnicare debt of 
approximately $2.4 billion in 2015. 

The remaining principal of the Omnicare debt assumed was comprised of senior unsecured notes with an aggregate principal amount of $700 
million ($400 million of 4. 75% senior notes due 2022 and $300 million of 5% senior notes due 2024). In September 2015. the Company commenced 
exchange offers for the 4.75% senior notes due 2022 and the 5% senior notes due 2024 to exchange all validly tendered and accepted notes issued 
by Omnicare for notes to be issued by the Company. This offer expired on October 20. 2015 and the aggregate principal amounts below of each of 
the Omnicare notes were validly tendered and exchanged for notes issued by the Company. 

Interest Rate and Maturity 

4.75% senior notes due 2022 

5% senior notes due 2024 

Total senior notes issued under exchange transaction 

Aggregate 
Principal Amount 

(In Millions) 

$ 

s 

388 

296 

684 

Percentage of Total 
Outstanding 

Principal Amount 
Exchanged 

96.8% 

98.8% 

The Company recorded this exchange transaction as a modification of the original debt instruments. As such. no gain or loss on extinguishment 

was recognized in the Company's consolidated income statement as a result of this exchange transaction and issuance costs were expensed as 
incurred. 

On August 7. 2014. the Company issued $850 million of2.25% unsecured senior notes due August 12. 2019 and $650 million of 3.375% unsecured 
senior notes due August 12, 2024 (collectively, the "2014 Notes") for total proceeds of approximately S 1.5 billion. net of discounts and 
underwriting fees. The 2014 Notes pay interest semi-annually and may be redeemed. in whole 
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at any time. or in part from time to time. at the Company's option at a defined redemption price plus accrued and unpaid interest to the redemption 
date. The net proceeds of the 2014 Notes were used for general corporate purposes and to repay certain corporate debt. 

On August 7. 2014. the Company announced tender offers for any and all of the 6.25% Senior Notes due 2027. and up to a maximum amount of the 
6.125% Senior Notes due 2039. the 5.75% Senior Notes due 2041 and the 5.75% Senior Notes due 2017. for up to an aggregate principal amount of 
$1.5 billion. On August 21. 2014. the Company increased the aggregate principal amount of the tender offers to $2.0 billion and completed the 
repurchase for the maximum amount on September 4. 2014. The Company paid a premium of $490 million in excess of the debt principal in 
connection with the tender offers. wrote off$26 million of unamortized deferred financing costs and incurred $5 million in fees. for a total loss on 
the early extinguishment of debt of $521 million. The loss was recorded in income from continuing operations in the condensed consolidated 
statement of income for the year ended December 31, 2014. 

During the year ended December 31. 2014, the Company repurchased the remaining $41 million of outstanding Enhanced Capital Advantage 
Preferred Securities ("ECAPS") at par. The fees and write-off of deferred issuance costs associated with the early extinguishment of the ECAPS 
were immaterial. 

On December 2. 2013, the Company issued $750 million of 1.2% unsecured senior notes due December 5. 2016; $1.25 billion of 2.25% unsecured 
senior notes due December 5. 2018; $1.25 billion of 4% unsecured senior notes due December 5, 2023; and $750 million of 5.3% unsecured senior 
notes due December 5, 2043 (the "2013 Notes") for total proceeds of approximately $4.0 billion. net of discounts and underwriting fees. The 2013 
Notes pay interest semi-annually and may be redeemed, in whole at any time, or in part from time to time, at the Company's option at a defined 
redemption price plus accrued and unpaid interest to the redemption date. The net proceeds of the 2013 Notes were used to repay commercial 
paper outstanding at the time of issuance and to fund the acquisition of Coram in January 2014. The remainder was used for general corporate 
purposes. 

Our backup credit facilities and unsecured senior notes (see Note 6, "'Borrowings and Credit Agreements" to the consolidated financial 
statements) contain customary restrictive financial and operating covenants. 

These covenants do not include a requirement for the acceleration of our debt maturities in the event of a downgrade in our credit rating. We do 
not believe the restrictions contained in these covenants materially affect our financial or operating flexibility. 

As of Deccmber 31, 2015 and 2014, we had no outstanding derivative financial instruments. 

Debt Rati11gs - As of December 31, 2015, our long-term debt was rated "Baa I" by Moody's with a stable outlook and "BBB+" by Standard & 

Poor's with a stable outlook, and our commercial paper program was rated "P-2" by Moody's and "A-2" by Standard & Poor's. In assessing our 

credit strength. we believe that both Moody's and Standard & Poor's considered, among other things. our capital structure and financial policies 
as well as our consolidated balance sheet. our historical acquisition activity and other financial information. Although we currently believe our 
long-term debt ratings will remain investment grade. we cannot guarantee the future actions of Moody's and/or Standard & Puur's. Our debt 

ratings have a direct impact on our future borrowing costs, access to capital markets and new store operating lease costs. 

Quarterly Divide11d /11crease - In December 2015, our Board of Directors authorized a 21 % increase in our quarterly common stock dividend to 

$0.425 per share effective in 2016. This increase equates tu an annual dividend rate of SI .70 per share. In December 2014, our Board of Directors 
authorized a 27% increase in our quarterly common stock dividend to $0.35 per share. This increase equated to an annual dividend rate of $1.40 per 
share. In December 2013, our Board of directors authorized a 22% increase in our quarterly common stock dividend tu $0.275 per share. This 
increase equated to an annual dividend rate of $1.10 per share. 

16 



Off-Bala11ce Sheet Arra11geme111s 

In connection with executing operating leases, we provide a guarantee of the lease payments. We also finance a portion of our new store 

development through sale-leaseback transactions. which involve selling stores to unrelated parties and then leasing the stores back under leases 
that generally qualify and arc accounted for as operating leases. We do not have any retained or contingent interests in the stores. and we do not 

provide any guarantees. other than a guarantee of the lease payments. in connection with the transactions. In accordance with generally accepted 

accounting principles. our operating leases are not reflected on our consolidated balance sheets. 

Between 1991 and 1997. we sold or spun off a number of subsidiaries. including Bob's Stores. Linens 'n Things. Marshalls. Kay-Bee Toys. This 

End Up and Footstar. In many cases, when a former subsidiary leased a store, the Company provided a guarantee of the store ·s lease obligations. 

When the subsidiaries were disposed of. the Company's guarantees remained in place, although each initial purchaser agreed to indemnify the 
Company for any lease obligations the Company was required to satisfy. If any of the purchasers or any of the former subsidiaries were to become 

insolvent and failed to make the required payments under a store lease. the Company could be required to satisfy these obligations. 

As of December 31, 2015. we guaranteed approximately 72 such store leases (excluding the lease guarantees related to Linens 'n Things), with the 

maximum remaining lease term extending through 2026. Management believes the ultimate disposition of any of the remaining lease guarantees will 

not have a material adverse effect on the Company's consolidated financial condition or future cash flows. Please see "Income (loss) from 

discontinued operations" previously in this document for further information regarding our guarantee of certain Linens 'n Things' store lease 

obligations. 

Below is a summary of our significant contractual obligations as of December 31, 2015: 

Payments Due by Period 

In milliom· Total 2016 2017 lo 201K 2019 lo 2020 Thereafter 

Operating leases $ 27,681 s 2.405 s 4.518 $ 3,921 $ 16,837 

Lease obligations from discontinued operations 35 14 13 5 3 

Capital lease obligations 1,324 52 164 138 970 

Contractual lease obligations with Targetm 1,697 1.697 

Long-term debt 26,819 1,179 4.588 4,444 16,608 

Interest payments on long-term debt"' 14.201 1,079 1.982 1.698 9.442 

Other long-term liabilities reflected in our 
consolidated balance sheet 829 42 432 102 253 

s 72,586 s 4,771 s 11.697 $ 10.308 $ 45,810 

(I) The Company leases pharmacy and clinic space from Target. Sec Note 7. "Leases" to the consolidated financial statements for additional information regarding 
the lease arrangements with Target. Amounts related to the operating and capital leases with Target are rcnected within the operating leases and capital lease 
obligations above. Amounts due in excess of the remaining estimated economic lives of the buildings are renected herein assuming equivalent stores continue to 
operate through the term of the arrangements. 

(2) Interest payments on long-term debt are calculated on outstanding balances and interest rates in effect on December 31. 2015 
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Critical Acco1111ti11g Policies 

We prepare our consolidated financial statements in conformity with generally accepted accounting principles. which require management to make 
certain estimates and apply judgment. We base our estimates and judgments on historical experience. current trends and other factors that 
management believes to be important at the time the consolidated financial statements are prepared. On a regular basis. we review our accounting 
policies and how they are applied and disclosed in our consolidated financial statements. While we believe the historical experience, current trends 
and other factors considered. support the preparation of our consolidated financial statements in conformity with generally accepted accounting 

principles. actual results could differ from our estimates. and such differences could be material. 

Our significant accounting policies are discussed in Note I to our consolidated financial statements. We believe the following accounting policies 

include a higher degree of judgment and/or complexity and. thus, arc considered to be critical accounting policies. We have discussed the 
development and selection of our critical accounting policies with the Audit Committee of our Board of Directors and the Audit Committee has 
reviewed our disclosures relating to them. 

Revenue Recognition 

Pharmacy Services Segment 

Our Pharmacy Services Segment sells prescription drugs directly through our mail service dispensing pharmacies and indirectly through our retail 
pharmacy network. We recognize revenues in our Pharmacy Services Segment from prescription drugs sold by our mail service dispensing 
pharmacies and under retail pharmacy network contracts where we are the principal using the gross method at the contract prices negotiated with 
our clients. Net revenue from our Pharmacy Services Segment includes: (i) the portion oft he price the client pays directly to us, net of any volume
related or other discounts paid back to the client, (ii) the price paid to us ("Mail Co-Payments") or a third party pharmacy in our retail pharmacy 
network ("Retail Co-Payments") by individuals included in our clients' benefit plans, and (iii) administrative fees for retail pharmacy network 
contracts where we are not the principal. Sales taxes are not included in revenue. 

We recognize revenue in the Pharmacy Services Segment when: (i) persuasive evidence of an arrangement exists, (ii) delivery has occurred or 
services have been rendered, (iii) the seller's price to the buyer is fixed or determinable, and (iv) collectability is reasonably assured. The following 

revenue recognition policies have been established for the Pharmacy Services Segment. 

Revenues generated from prescription drugs sold by mail service dispensing pharmacies are recognized when the prescription is delivered. At 

the time of delivery. the Pharmacy Services Segment has performed substantially all of its obligations under its client contracts and does not 

experience a significant level of returns or reshipments. 

Revenues generated from prescription drugs sold by third party pharmacies in the Pharmacy Services Segment's retail pharmacy network and 
associated administrative fees are recognized at the Pharmacy Services Segment's point-of-sale, which is when the claim is adjudicated by the 
Pharmacy Services Segment's onlinc claims processing system. 

We determine whether we are the principal or agent for our retail pharmacy network transactions on a contract by contract basis. In the majority of 
our contracts, we have determined we are the principal due to us: (i) being the primary obligor in the arrangement, (ii) having latitude in 
establishing the price, changing the product or performing part of the service, (iii) having discretion in supplier selection, (iv) having involvement 
in the determination of product or service specifications, and (v) having credit risk. Our obligations under our client contracts for which revenues 
are reported using the gross method arc separate and distinct from our obligations to the third party pharmacies included in our retail pharmacy 
network contracts. Pursuant to these contracts. we arc contractually required to pay the third party pharmacies in our retail pharmacy network for 
products sold. regardless of whether we arc paid by our clients. Our responsibilities under these client contracts typically include validating 
eligibility and coverage levels. communicating the prescription price and the co-payments due to the third party retail pharmacy. identifying 
possible adverse drug interactions for the pharmacist to address with the physician prior to dispensing. suggesting clinically appropriate generic 
alternatives where appropriate and approving the prescription for dispensing. Although we do not have credit risk with respect to Retail Co
Payments or inventory risk related to retail network claims. we believe that all of the other indicators of gross revenue reporting arc present. For 
contracts under which we act as an agent. we record revenues using the net method. 

We deduct from our revenues the manufacturers· rebates that arc earned by our clients based on their members' utilization of brand-name 

formulary drugs. We estimate these rebates at period-end based on actual and estimated claims data and our estimates of the manufacturers' 

rebates earned by our clients. We base our estimates on the best available data at period-end and recent history for the various factors that can 
affect the amount of rebates due to the client. We adjust our rebates payable to 
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clients to the actual amounts paid when these rebates arc paid or as significant events occur. We record any cumulative effect of these 
adjustments against revenues as identified. and adjust our estimates prospectively to consider recurring matters. Adjustments generally result 
from contract changes with our clients or manufacturers. differences between the estimated and actual product mix subject to rebates or whether 
the product was included in the applicable formulary. We also deduct from our revenues pricing guarantees and guarantees regarding the level of 
service we will provide to the client or member as well as other payments made to our clients. Because the inputs to most of these estimates arc not 
subject to a high degree of subjectivity or volatility. the effect of adjustments between estimated and actual amounts have not been material to our 
results of operations or financial position. 

We participate in the federal government's Medicare Part D program as a PDP through our SilverScript Insurance Company subsidiary. Our net 
revenues include insurance premiums earned by the PDP. which arc determined based on the PDP 's annual bid and related contractual 
arrangements with CMS. The insurance premiums include a beneficiary premium. which is the responsibility of the PDP member, but which is 
subsidized by CMS in the case of low-income members, and a direct premium paid by CMS. Premiums collected in advance are initially deferred as 
accrued expenses and arc then recognized ratably as revenue over the period in which members are entitled to receive benefits. 

In addition to these premiums. our net revenues include co-payments, coverage gap benefits. deductibles and co-insurance (collectively. the 
"Member Co-Payments'') related to PDP members' actual prescription claims. In certain cases. CMS subsidizes a portion of these Member Co
Paymcnts and we are paid an estimated prospective Member Co-Payment subsidy, each month. The prospective Member Co-Payment subsidy 
amounts received from CMS are also included in our net revenues. We assume no risk for these amounts. which represented 6.3%, 6.4% and 7.0% 
of consolidated net revenues in 2015, 20 I 4 and 2013, respectively. If the prospective Member Co-Payment subsidies received differ from the 
amounts based on actual prescription claims. the difference is recorded in either accounts receivable or accrued expenses. We account for fully 
insured CMS obligations and Member Co-Payments (including the amounts subsidized by CMS) using the gross method consistent with our 
revenue recognition policies for Mail Co-Payments and Retail Co-Payments. We have recorded estimates of various assets and liabilities arising 
from our participation in the Medicare Part D program based on information in our claims management and enrollment systems. Significant 
estimates arising from our participation in the Medicare Part D program include: (i) estimates oflow-incomc cost subsidy, reinsurance amounts and 
coverage gap discount amounts ultimately payable to or receivable from CMS based on a detailed claims reconciliation, (ii) an estimate of amounts 
payable to CMS under a risk-sharing feature ufthe Medicare Part D program design, referred tu as the risk curridur and (iii) estimates fur claims 
that have been reported and are in the process of being paid or contested and for our estimate of claims that have been incurred but have not yet 
been reported. Actual amounts of Medicare Part D-relatcd assets and liabilities could differ significantly from amounts recorded. Historically, the 
effect of these adjustments has not been material to our results of operations or financial position. 

Relail/l TC Segmenl 

Re/ail Pharmacy - W c recognize revenue from the sale of front store merchandise at the time the merchandise is purchased by the retail customer 
and recognize revenue from the sale of prescription drugs when the prescription is picked up by the customer. Customer returns arc not material. 
Sales taxes are not included in revenue. 

long-lerm Care - We recognize revenue when products are delivered or services are rendered or provided to our customers, prices are fixed and 
determinable, and collection is reasonably assured. A significant portion of our revenues from sales of pharmaceutical and medical products arc 
reimbursed by the federal Medicare Part D program and, to a lesser extent. state Medicaid programs. Payments for services rendered to patients 
covered by these programs arc generally less than billed charges. We monitor our revenues and receivables from these reimbursement sources. as 
well as other third party insurance payors. and record an estimated contractual allowances for sales and receivable balances at the revenue 
recognition date, to properly account for anticipated differences between billed and reimbursed amounts. Accordingly, the total net sales and 
receivables reported in our consolidated financial statements arc recorded at the amount expected to be ultimately received from these payors. 
Since billing functions for a portion of our revenue systems arc largely computerized, enabling on-line adjudication at the time of sale to record net 
revenues. our exposure in connection with estimating contractual allowance adjustments is limited primarily to unbilled and initially rejected 
Medicare. Medicaid and third party claims (typically approved for reimbursement once additional information is provided to the payor). For the 
remaining portion of our revenue systems, the contractual allowance is estimated for all billed, unbilled and initially rejected Medicare, Medicaid 
and third party claims. We evaluate several criteria in developing the estimated contractual allowances on a monthly basis. including historical 
trends based on actual claims paid, current contract and reimbursement terms, and changes in customer base and payor/product mix. Contractual 
allowance estimates are adjusted to actual amounts as cash is received and claims arc settled, and the aggregate impact of these resulting 
adjustments was not significant to our results of operations. Further. we do not expect the impact of changes in estimates related to unsettled 
contractual allowance amounts from Medicare. Medicaid and third party payors as of December 31. 2015 to be significant to our future 
consolidated results of operation. financial position and cash flows. 
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Patient co-payments associated with Medicare Part D. certain state Medicaid programs. Medicare Part Band certain third party payors arc 
typically not collected at the time products arc delivered or services arc rendered. but arc billed to the individuals as part of our normal billing 
procedures and subject to our normal accounts receivable collections procedures. 

Health Care Clinics - for services provided by our health care clinics. revenue recognition occurs for completed services provided to patients. 
with adjustments taken for third party payor contractual obligations and patient direct bill historical collection rates. 

Loyalty Program - our customer loyalty program. ExtraCarc". is comprised of two components. ExtraSavings "'and ExtraBucks" Rewards. 
ExtraSavings coupons redeemed by customers are recorded as a reduction of revenues when redeemed. Extra Bucks Rewards arc accrued as a 

charge to cost of revenues when earned. net of estimated breakage. We determine breakage based on our historical redemption patterns. 

Allowances for Doubtful Accounts 

Accounts receivable primarily includes amounts due from third party providers (e.g .. pharmacy benefit managers. insurance companies. 
governmental agencies and long-term care facilities). clients. members and private pay customers. as well as vendors and manufacturers. We 
provide a reserve for accounts receivable considered to be at increased risk of becoming uncollcctiblc by establishing an allowance to reduce the 
carrying value of such receivables to their estimated net realizable value. We establish this allowance for doubtful accounts and consider such 
factors as historical collection experience. (i.e .. payment history and credit losses) and creditworthiness. specifically identified credit risks. aging or' 
accounts receivable by payor category. current and expected economic conditions and other relevant factors. We regularly review our allowance 
for doubtful accounts for appropriateness. Judgment is used to assess the collectability of account balances and the economic ability of a 

customer to pay. 

Our allowance for doubtful accounts as of December 31. 2015 was S 161 million. compared with $256 million as of December 31. 2014. Our allowance 
for doubtful accounts represented 1.3% and 2.6% of gross receivables (net of contractual allowance adjustments) as of December 31. 2015 and 
2014. respectively. Unforeseen future developments could lead to changes in our provision for doubtful accounts levels and future allowance for 
doubtful accounts percentages. For example. a one percentage point increase in the allowance for doubtful accounts as a percentage of gross 
receivables as of December 31. 2015 would result in an increase to the provision of doubtful accounts of approximately S 120 million. 

Given our experience. we believe that our aggregate reserves for potential losses are adequate. but if any of our larger customers were to 
unexpectedly default on their obligations. our overall allowances for doubtful accounts may prove to be inadequate. In particular. if economic 
conditions worsen. the payor mix shifts significantly or reimbursement rates arc adversely affected. we may adjust our allowance for doubtful 
accounts accordingly. and our accounts receivable collections. cash nows. financial position and results of operations could be adversely 

affected. 

Vendor Allowances and Purchase Discounts 

Pharmacy Services Segment 

Our Pharmacy Services Segment receives purchase discounts on products purchased. Contractual arrangements with vendors. including 
manufacturers. wholesalers and retail pharmacies. normally provide for the Pharmacy Services Segment to receive purchase discounts from 
established list prices in one, or a combination, of the following forms: (i) a direct discount at the time of purchase, (ii) a discount for the prompt 
payment of invoices or (iii) when products arc pun;hascd indirectly from a manufacturer (e.g .. through a wholesaler or retail pharmacy), a discount 
(or rebate) paid subsequent to dispensing. These rebates arc recognized when prescriptions arc dispensed and arc generally calculated and billed 
to manufacturers within 30 days of the end of each completed quarter. Historically. the effect of adjustments resulting from the reconciliation of 
rebates recognized to the amounts billed and collected has not been material to the results of operations. We account for the effect of any such 

differences as a change in accounting estimate in the period the reconciliation is completed. The Pharmacy Services Segment also receives 
additional discounts under its wholesaler contracts if it exceeds contractually defined annual purchase volumes. In addition, the Pharmacy 
Services Segment receives fees from pharmaceutical manufacturers for administrative services. Purchase discounts and administrative service fees 
an: recorded as a reduction of .. Cost of revenues'·. 
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Retailll TC Segment 

Vendor allowances received by the Rctail/L TC Segment reduce the carrying cost of inventory and arc recognized in cost of revenues when the 
related inventory is sold. unless they are specifically identified as a reimbursement of incremental costs for promotional programs and/or other 
services provided. Amounts that arc directly linked to advertising commitments arc recognized as a reduction of advertising expense (included in 
operating expenses) when the related advertising commitment is satisfied. Any such allowances received in excess of the actual cost incurred also 
reduce the carrying cost of inventory. The total value of any upfront payments received from vendors that are linked to purchase commitments is 
initially deferred. The deferred amounts arc then amortized to reduce cost of revenues over the life of the contract based upon purchase volume. 
The total value of any upfront payments received from vendors that arc not linked to purchase commitments is also initially deferred. The deferred 
amounts arc then amortized to reduce cost of revenues on a straight-line basis over the life of the related contract. 

We have not made any material changes in the way we account for vendor allowances and purchase discounts during the past three years. 

Inventory 

Effective January 1, 2015, the Company changed its methods of accounting for "front store" inventories in the Rctail/L TC Segment. Prior to 2015, 
the Company valued front store inventories at the lower of cost or market on a first-in. first-out ("FIFO") basis in retail stores using the retail 
inventory method and in distribution centers using the FIFO cost method. Effective January I. 2015. all front store inventories in the Rctail/L TC 

Segment have been valued at the lower of cost or market using the weighted average cost method. These changes affected approximately 36% of 

consolidated inventories. 

These changes were made primarily to provide the Company with better information to manage its retail front store operations and to bring all of 
the Company's inventories to a common inventory valuation methodology. The Company believes the weighted average cost method is preferable 

to the retail inventory method and the FIFO cost method because it results in greater precision in the determination of cost of revenues and 
inventories at the stock keeping unit ("SKU") level and results in a consistent inventory valuation method for all of the Company's inventories as 

all of the Company's remaining inventories. which consist of prescription drugs, were already being valued using the weighted average cost 

method. 

The Company recorded the cumulative effect of these changes in accounting principle as of January l. 2015. The Company determined that 
retrospective application for periods prior to 2015 is impracticable, as the period-specific information necessary to value front store inventories in 
the Rctail/L TC Segment under the weighted average cost method is unavailable. The Company implemented a new perpetual inventory system to 

manage front store inventory at the SKU level and valued front store inventory as of January 1, 2015 and calculated the cumulative impact. The 
effect of these changes in accounting principle as of January I. 2015. was a decrease in inventories of S7 million, an increase in current deferred 
income tax assets of S3 million and a decrease in retained earnings of S4 million. 

All prescription drug inventories in the Rctail/L TC Segment have been valued at the lower of cost or market using the weighted average cost 
method. The weighted average cost method is used to determine cost of sales and inventory in our mail service and specialty pharmacies in our 
Pharmacy Services Segment. 

We reduce the value of our ending inventory for estimated inventory losses that have occurred during the interim period between physical 

inventory counts. Physical inventory counts arc taken on a regular basis in each store and a continuous cycle count process is the primary 
procedure used to validate the inventory balances on hand in each distribution center and mail facility to ensure that the amounts reflected in the 
accompanying consolidated financial statements arc properly stated. The accounting for inventory contains uncertainty since we must use 
judgment to estimate the inventory losses that have occurred during the interim period between physical inventory counts. When estimating these 
losses. we consider a number of factors. which include. but arc not 1 imitcd to. historical physical inventory results on a location -by-location basis 
and current physical inventory loss trends. 

Our total reserve for estimated inventory losses covered by this critical accounting policy was $225 million as of December 31, 2015. Although we 
believe we have sufficient current and historical information available to us to record reasonable estimates for estimated inventory losses. it is 
possible that actual results could differ. In order to help you assess the aggregate risk. if any. associated with the uncertainties discussed above, a 
ten percent (I 0%) pre-tax change in our estimated inventory losses, which we believe is a reasonably likely change. would increase or decrease our 
total reserve for estimated inventory losses by about $23 million as of December 31, 2015. 
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Although we believe that the estimates discussed above are reasonable and the related calculations conform to generally accepted accounting 
principles. actual results could differ from our estimates. and such differences could be material. 

Goodwill and Intangible Assets 

Identifiable intangible assets consist primarily of trademarks. client contracts and relationships. favorable leases and covenants not to compete. 
These intangible assets arise primarily from the determination of their respective fair market values at the date of acquisition. 

Amounts assigned to identifiable intangible assets. and their related useful lives. arc derived from established valuation techniques and 
management estimates. Goodwill represents the excess of amounts paid for acquisitions over the fair value of the net identifiable assets acquired. 

We evaluate the recoverability of certain long-lived assets. including intangible assets with finite lives. but excluding goodwill and intangible 
assets with indefinite lives which arc tested for impairment using separate tests. whenever events or changes in circumstances indicate that the 

carrying value of an asset may not be recoverable. We group and evaluate these long-lived assets for impairment at the lowest level at which 
individual cash flows can be identi tied. When evaluating these long-lived assets for potential impainnent. we first compare the carrying amount of 

the asset group to the asset group's estimated future cash flows (undiscounted and without interest charges). If the estimated future cash flows 
are less than the carrying amount of the asset group. an impairment loss calculation is prepared. The impairment loss calculation compares the 

carrying amount of the asset group to the asset group's estimated future cash flows (discounted and with interest charges). If required. an 
impairment loss is recorded for the portion of the asset group's carrying value that exceeds the asset group's estimated future cash flows 
(discounted and with interest charges). Our long-lived asset impairment loss calculation contains uncertainty since we must use judgment to 

estimate each asset group's future sales. profitability and cash flows. When preparing these estimates. we consider historical results and current 
operating trends and our consolidated sales. profitability and cash flow results and forecasts. 

These estimates can be affected by a number of factors including. but not limited to. general economic and regulatory conditions. efforts of third 
party organizations to reduce their prescription drug costs and/or increased member co-payments. the continued efforts of competitors to gain 
market share and consumer spending patterns. 

Goodwill and indefinitely-lived intangible assets are subject to annual impairment reviews, or more frequent reviews if events or circumstances 

indicate that the carrying value may not be recoverable. 

Indefinitely-lived intangible assets arc tested by comparing the estimated fair value of the asset to its carrying value. If the carrying value of the 

asset exceeds its estimated fair value. an impairment loss is recognized and the asset is written down to its estimated fair value. 

Our indefinitely-lived intangible asset impairment loss calculation contains uncertainty since we must use judgment to estimate the fair value 

based on the assumption that in lieu of ownership of an intangible asset. the Company would be willing to pay a royalty in order to utilize the 
benefits of the asset. Value is estimated by discounting the hypothetical royalty payments to their present value over the estimated economic life 
of the asset. These estimates can be affected by a number of factors including. but not limited to. general economic conditions. availability of 

market information as well as the profitability of the Company. 

Goodwill is tested for impairment on a reporting unit basis using a two-step process. The first step of the impairment test is to identify potential 
impairment by comparing the reporting unit's fair value with its net book value (or carrying amount). including goodwill. The fair value of our 

reporting units is estimated using a combination of the discounted cash flow valuation model and comparable market transaction models. If the fair 
value of the reporting unit exceeds its carrying amount. the reporting unit's goodwill is not considered to be impaired and the second step of the 
impairment test is not performed. If the carrying amount of the reporting unit exceeds its fair value. the second step of the impairrm:nt test is 
performed to measure the amount of impairment loss. if any. The second step of the impairment test compares the implied fair value of the reporting 
unit's goodwill with the carrying amount of the goodwill. If the carrying amount of the reporting unit's goodwill exceeds the implied fair value of 

the goodwill. an impairment loss is recognized in an amount equal to that excess. 

The determination of the fair value of our reporting units requires the Company to make significant assumptions and estimates. These assumptions 
and estimates primarily include. but arc not limited to, the selection of appropriate peer group companies; control premiums and valuation multiples 
appropriate for acquisitions in the industries in which the Company competes; discount rates, terminal growth rates; and forecasts of revenue. 

operating profit. depreciation and amortization. capital expenditures and future working capital requirements. When determining these assumptions 
and preparing these estimates. we 
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consider each reporting unit's historical results and current operating trends and our consolidated revenues. profitability and cash now results. 
forecasts and industry trends. Our estimates can be affected by a number of factors including. but not limited to. general economic and regulatory 
conditions. our market capitalization. efforts of third party organizations to reduce their prescription drug costs and/or increase member co
paymcnts. the continued efforts of competitors to gain market share and consumer spending patterns. 

The carrying value of goodwill and other intangible assets covered by this critical accounting policy was S38. I billion and S 13.9 billion as of 
December 31, 2015, respectively. We did not record any impairment losses related to goodwill or other intangible assets during 2015, 2014 or 2013. 
During the third quarter of 2015, we performed our required annual impairment tests of goodwill and indefinitely-lived trademarks. The results of 
the impairment tests concluded that there was no impairment of goodwill or trademarks. The goodwill impairment test resulted in the fair value of 
our reporting units exceeding their carrying values by a significant margin. 

Although we believe we have sufficient current and historical information available to us to test for impairment. it is possible that actual results 
could differ from the estimates used in our impairment tests. 

We have not made any material changes in the methodologies utilized to test the carrying values of goodwill and intangible assets for impairment 
during the past three years. 

Closed Store Lease Liability 

We account for closed store lease termination costs when a leased store is closed. When a leased store is closed, we record a liability for the 
estimated present value of the remaining obligation under the noncancelablc lease. which includes future real estate taxes. common area 
maintenance and other charges. if applicable. The liability is reduced by estimated future sublease income. 

The initial calculation and subsequent evaluations of our closed store lease liability contain uncertainty since we must use judgment to estimate 
the timing and duration of future vacancy periods. the amount and timing of future lump sum settlement payments and the amount and timing of 
potential future sublease income. When estimating these potential termination costs and their related timing. we consider a number of factors, 
which include, but arc not limited to. historical settlement experience. the owner of the property, the location and condition of the property. the 
terms of the underlying lease, the specific marketplace demand and general economic conditions. 

Our total closed store lease liability covered by this critical accounting policy was $221 million as of December 31, 2015. This amount is net of $115 
million of estimated sublease income that is subject to the uncertainties discussed above. Although we believe we have sufficient current and 

historical information available to us to record reasonable estimates for sublease income. it is possible that actual results could differ. 

In order to help you assess the risk, if any, associated with the uncertainties discussed above, a ten percent ( 10%) pre-tax change in our estimated 
sublease income. which we believe is a reasonably likely change. would increase or decrease our total closed store lease liability by about $12 
million as of December 31, 2015. 

We have not made any material changes in the reserve methodology used to record closed store lease reserves during the past three years. 

Self-Insurance Liabilities 

We arc self-insured for certain losses related to general liability. workers' compensation and auto liability, although we maintain stop loss 
coverage with third party insurers to limit our total liability exposure. We arc also self-insured for certain losses related to health and medical 
liabilities. 

The estimate of our self-insurance liability contains uncertainty since we must use judgment to estimate the ultimate cost that will be incurred to 
settle reported claims and unreported claims for incidents incurred but not reported as of the balance sheet date. When estimating our sclf
insurancc liability. we consider a number of factors, which include. but arc not limited to. historical claim experience. demographic factors. severity 
factors and other standard insurance industry actuarial assumptions. On a quarterly basis. we review our self-insurance liability to determine ifit is 
adequate as it relates to our general liability. workers' compensation and auto liability. Similar reviews arc conducted semi-annually to determine if 
our self-insurance liability is adequate for our health and medical liability. 
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Our total self-insurance liability covered by this critical accounting policy was $660 million as of December 31, 2015. Although we believe we have 
sufficient current and historical information available to us to record reasonable estimates for our self-insurance liability, it is possible that actual 
results could differ. In order to help you assess the risk, if any. associated with the uncertainties discussed above, a ten pen:ent (I 0%) pre-tax 
change in our estimate for our self-insurance liability. which we believe is a reasonably likely change. would increase or decrease our sclf
insurance liability by about $66 million as of December 31, 2015. 

We have not made any material changes in the accounting methodology used to establish our self-insurance liability during the past three years. 

Income Taxes 

Income taxes arc accounted for using the asset and liability method. Deferred tax liabilities or assets arc established for temporary differences 
between financial and tax reporting bases and are subsequently adjusted to rcOcct changes in enacted tax rates expected to be in effect when the 
temporary di ffcrcnccs reverse. The deferred tax assets are reduced, if necessary. by a valuation allowance to the ex tent future realization of those 

tax benefits is uncertain. 

Significant judgment is required in determining the provision for income taxes and the related taxes payable and deferred tax assets and liabilities 
since, in the ordinary course of business. there arc transactions and calculations where the ultimate tax outcome is uncertain. Additionally, our tax 
returns are subject to audit by various domestic and foreign tax authorities that could result in material adjustments or differing interpretations of 
the tax laws. Although we believe that our estimates arc reasonable and arc based on the best available information at the time we prepare the 

provision. actual results could differ from these estimates resulting in a final tax outcome that may be materially different from that which is 

rcOcctcd in our consolidated financial statements. 

The tax benefit from an uncertain tax position is recognized only if it is more likely than not that the tax position will be sustained on examination 

by the taxing authorities, based on the technical merits of the position. The tax benefits recognized in the consolidated financial statements from 
such positions arc then measured based on the largest benefit that has a greater than 50% likelihood of being realized upon settlement. Interest 
and/or penalties related to uncertain tax positions are recognized in income tax expense. Significant judgment is required in determining our 
uncertain tax positions. We have established accruals for uncertain tax positions using our best judgment and adjust these accruals, as warranted. 

due to changing facts and circumstances. 

Proposed Lease Accounting Standard Update 

In May 2013, the Financial Accounting Standards Board issued a revised proposed accounting standard update on lease accounting that will 
require entities to recognize assets and liabilities arising from lease contracts on the balance sheet. The proposed accounting standard update 

states that lessees and lessors should apply a "right-of-use model" in accounting for all leases. Under the proposed model, lessees would 
recognize an asset for the right to use the leased asset. and a liability for the obligation to make rental payments over the lease term. The Company 
cannot presently determine the potential impact the proposed standard would have on its results of operations. While the Company believes that 
the proposed standard. as currently drafted, will likely have a material impact on its financial position. it will not have a material impact on its 
liquidity; however, until the proposed standard is finalized. such evaluation cannot be completed. 

See Note I, "Significant Accounting Policies" to the consolidated financial statements for a description of New Accounting Pronouncements 

applicable to the Company. 
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Ca11tio11ary Statement Co11cer11i11g Forward-looking Stateme11ts 

This annual report contains forward-looking statements within the meaning of the federal securities laws. In addition. the Company and its 
representatives may. from time to time. make wrillcn or verbal forward-looking statements. including statements contained in the Company ·s lilings 
with the U.S. Securities and Exchange Commission ("SEC") and in its reports to stockholders. press releases. wcbcasts. conference calls. meetings 
and othi::r communications. Gi::ni::rally, tht:: inclusion ofthi:: words .. belii::vi::," .. expect," .. inlt::nd," ··estimate," .. project," "anticipate," "will." "should" 

and similar expressions identify statements that constitute forward-looking statements. All statements addressing operating performance of CVS 
Health Corporation or any subsidiary. events or developments that the Company expects or anticipates will occur in the future. including 
statements relating to corporate strategy: revenue growth: earnings or earnings per common share growth: adjusted earnings or adjusted earnings 
per common share growth; free cash now: debt ratings: inventory levels: inventory turn and loss rates: store development: relocations and new 

market entries: retail pharmacy business. sales trends and operations: PBM business, sales trends and operations: L TC pharmacy business. sales 
trends and operations: the Company's ability to allract or retain customers and clients: Medicare Part D competitive bidding. enrollment and 
operations: new product development: and the impact of industry developments, as well as statements expressing optimism or pessimism about 

future operating results or events. arc forward-looking statements within the meaning of the federal securities laws. 

The forward-looking statements arc and will be based upon management's then-current views and assumptions regarding future events and 

operating performance. and arc applicable only as of the dates of such statements. The Company undertakes no obligation to update or revise any 
forward-looking statements. whether as a result of new information. future events. or otherwise. 

By their nature. all forward-looking statements involve risks and uncertainties. Actual results may differ materially from those contemplated by the 

forward-looking statements for a number of reasons as described in our SEC filings. including those set forth in the Risk Factors section within the 
2015 Annual Report on Form I 0-K. and including. but not limited to: 

Risks relating to the health of the economy in general and in the markets we serve. which could impact consumer purchasing power. 
preferences and/or spending pallerns, drug utili::ation trends. the.financial health o.f our PBM and l TC clients or other payors doing 
business with the Company and our ability lo secure necessary financing. suitable s/ore locations and sale-leaseback lran.wctions on 
acceptable terms. 

EfjiJrts to reduce reimbursemelll levels and alter health care financing practices. including pressure lo reduce reimbursement levels for 
generic drngs. 

The possibility of PBM and l TC client loss and/or thefailure lo win new PBM and l TC business, including as a result of failure lo win 
renewal of expiring contracts. contract termination rights that may permit clients to terminate a contract prior lo expiration and early or 
periodic renegotiation of pricing by clients prior lo expiration of a contract. 

The possibility of loss of Medicare f'arl D business all(l/orfailure to obtain new Aledicare Part D business. whether as a result oft he 
annual Medicare Part D competitive bidding process or othenvise. 

Risks related to the frequency and rate of the introduction of generic drugs and brand name prescription products. 

Risks of declining gross margins in the PBM and l TC pharmacy industries allributable to increased competitive pressures, increased client 
demand/or lower prices. enhanced service offerings and/or higher service levels and market dynamics and. with respect lo the PBM 
industry. regulatory changes that impact our ability to o_(fer plan sponsors pricing that includes the use CJ{ retail "differential" or "spread." 

Regulatory changes. business changes and compliance requiremems and restrictions that may be imposed by Centers.for Medicare and 
Medicaid Services ("CMS"'). Office of Inspector General or other government agencies relating to the Company's participation in 
Medicare, Medicaid and other federal and stale governmenl:funded programs, including sanctions and remedial actions that may be 
imposed by CMS on its Medicare Part D business. 

Risks and uncertainties related to the timing am/ scope of reimbursement from Medicare, Medicaid and other government-funded 
programs. including the possible impact of sequestration, the impact of other federal budget. debt and deficit negotiations and legislation 
that could delay or reduce reimbursement from such programs and the impact of any closure. suspension or other changes affecting federal 
or stale government funding or operations. 
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Possible changes in industry pricing benchmarks used to establish pricing in many <dour P81\4 and l TC client contracts. pharmaceutical 
purchasing arrangements, retail network contracts. specialty payor agreements and other third party payor contracts. 

A highly competitive business environment, including the uncertain impact a/increased consolidation in the PB Al industry. uncertainty 
concerning the ability of our retail pharmacy business lo secure and maintain contractual relationships with PB1\4s and other payors on 
acceptable terms. uncertainty concerning the ability of our PBM business to secure and maintain competitive access. pricing and other 
contract terms from retail network pharmacies in an environment where some PB1'vl clients are willing lo consider adopting narrow or 
more restricted retail pharmacy networks. 

The Company's ability to timely identifv or e[/ectively respond to changing consumer preferences and spending pallerns. an inability to 
expa11d tl1e products being purchased by our customers, or 1he.f(1ilure or inabilitv to obtain or of/er particular categories o/products. 

Risks relating lo our ability lo secure timely and sufficient access lo the products we sell from our domestic and/or international suppliers. 

Reform of the U.S. health care ~ystem. including ongoing implementation of ACA. continuing legislative efjiJrts. regulatory changes and 
judicial interpretations impacting our health care system and the possibility ofshifting political and legislative priorities related lo reform 
o/the health care system in the future. 

Risks relating lo anyfailure lo properly maintain our information technology systems, our infiJrmalion security systems and our 
in/rastructure to support our business and to protect the privacy and security of sensitive customer and business information. 

Risks related to compliance with a broad and complex regulatory framework, including compliance with new and existing federal, slate 
and local laws and regulations relating lo health care, accounting standards, corporate securities. lax. environmental and other laws and 
regulations affecting our business. 

Risks related to litigation, government investigations and other legal proceedings as they relate lo our business. the plwrmacv services, 
retail pharmacy. L TC pharmacy or retail clinic industries or to the health care industry generally. 

The risk that any condition related to the closing of any proposed acquisition may not be satisfied on a timely basis or al all, including the 
inability to obtain required regulatory approvals of any proposed acquisition, or on the terms desired or anticipated: the risk that such 
approvals may rernlt in the imposition of conditions that could adversely af/ect the resulting combined company or the expected benefits <~l 
any proposed transaction; and the risk that the proposed transactions/ail lo close for any other reason. 

The possibility that the anticipated synergies and other benefits from any acquisition by us will not be reali=ed, or will not be realized 
within the expected time periods. 

The risks and uncertainties related to our ability to integrate the operations, products, services a11d employees of a11y entities acquired by 
us and the e.f/ect of the potential disruption of management's a/lent ion from ongoing business operations due to any pending acquisitions. 

The accessibility or availability of adequate financing on a timely basis and 011 reasonable terms i11 co1111ectio11 with any proposed 
acquisition. 

Risks related to the ol//come <~/any legal proceedings related lo, or involving any entity that is a par/ <>f. any proposed acquisition 
contemplated by us. 

Other risks and uncertainties detailed from lime lo time in our.filings with the SEC. 

The foregoing list is not exhaustive. There can be no assurance that the Company has correctly identified and appropriately assessed all factors 
affecting its business. Additional risks and uncertainties not presently known to the Company or that it currently believes to be immaterial also 
may adversely impact the Company. Should any risks and uncertainties develop into actual events. these developments could have a material 

adverse effect on the Company"s business. financial condition and results of operations. For these reasons. you arc cautioned not to place undue 
reliance on the Company's forward-looking statements. 
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Management's Report on Internal Control Over Financial Reporting 

We arc responsible for establishing and maintaining adequate internal control over financial reporting. Our Company ·s internal control over 
financial reporting includes those policies and procedures that pertain to the Company's ability to record, process, summarize and report a system 
of internal accounting controls and procedures to provide reasonable assurance. at an appropriate cost/benefit relationship, that the unauthorized 
acquisition. use or disposition of assets arc prevented or timely detected and that transactions arc authorized. recorded and reported properly to 
permit the preparation of financial statements in accordance with generally accepted accounting principles (GAAP) and receipts and expenditures 
arc duly authorized. In order to ensure the Company's internal control over financial reporting is effective. management regularly assesses such 
controls and did so most recently for its financial reporting as of December 31, 2015. 

We conducted an assessment of the effectiveness of our internal controls over financial reporting based on the criteria set forth in Internal 
Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (2013 Framework). This 
evaluation included review of the documentation. evaluation of the design effectiveness and testing of the operating effectiveness of controls. 
Our system of internal control over financial reporting is enhanced by periodic reviews by our internal auditors, written policies and procedures 
and a written Code of Conduct adopted by our Company's Board of Directors, applicable to all employees of our Company. In addition. we have 

an internal Disclosure Committee. comprised of management from each functional area within the Company. which performs a separate review of 
our disclosure controls and procedures. There arc inherent limitations in the effectiveness of any system of internal controls over financial 
reporting. 

Management's assessment of the effectiveness of our internal control over financial reporting did not include two acquisitions, Omnicare, Inc. and 
the pharmacies and clinics of Target Corporation, consummated during fiscal year 20 I 5. Omnicare. Inc. and the Target Corporation pharmacy and 
clinic businesses arc included in the Company's 2015 consolidated financial statements and represent 18% of total assets as of December 31, 2015 
and 2% of net revenues for the year then ended. 

Based on our assessment, we conclude our Company's internal control over financial reporting is effective and provides reasonable assurance 

that assets are safeguarded and that the tinam;ial rernrds are reliable for preparing financial statements as of December 31, 2015. 

Ernst & Young LLP, independent registered public accounting firm, is appointed by the Board of Directors and ratified by our Company's 
shareholders. They were engaged to render an opinion regarding the fair presentation of our consolidated financial statements as well as 
conducting an audit of internal control over financial reporting. Their accompanying reports arc based upon audits conducted in accordance with 
the standards of the Public Company Accounting Oversight Board (United States). 

February 9, 2016 
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Report of Independent Registered Public Accounting Firm 

The Board of Directors and Shareholders of CVS Health Corporation 

We have audited CVS Health Corporation ·s internal control over financial reporting as of December 31. 2015. based on criteria established in 
Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (2013 framework) (the 
COSO criteria). CVS Health Corporation ·s management is responsible for maintaining effective internal control over financial reporting. and for its 
assessment of the effectiveness of internal control over financial reporting included in the accompanying Management ·s Report on Internal 
Control Over Financial Reporting. Our responsibility is to express an opinion on the company's internal control over financial reporting based on 

our audit. 

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was 
maintained in all material respects. Our audit included obtaining an understanding of internal control over financial reporting. assessing the risk 
that a material weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the assessed risk, and 
performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our 

opinion. 

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A 
company's internal control over financial reporting includes those policies and procedures that (I) pertain to the maintenance of records that, in 
reasonable detail. accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance 
that transactions arc recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting 
principles. and that receipts and expenditures of the company are being made only in accordance with authorizations of management and directors 
of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition. use. or disposition of 

the company's assets that could have a material effect on the financial statements. 

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also. projections of any 
evaluation of effectiveness to future periods arc subject to the risk that controls may become inadequate because of changes in conditions. or that 

the degree of compliance with the policies or procedures may deteriorate. 

As indicated in the accompanying Management's Report on Internal Control Over Financial Reporting. management's assessment of and 
conclusion on the effectiveness of internal control over financial reporting did not include the internal controls of Omnicare, Inc. and the 
pharmacies and clinics of Target Corporation. which arc included in the 2015 consolidated financial statements of CVS Health Corporation and 

constituted 18% of total assets as of December 3 I. 2015 and 2% of net revenues for the year then ended. Our audit of internal control over financial 
reporting of CVS Health Corporation also did not im;ludc an evaluation of the internal control over financial reporting of Omnicare. Inc. and the 

pharmacies and clinics of Target Corporation. 

In our opinion. CVS Health Corporation maintained. in all material respects. effective internal control over financial reporting as of December 31. 
2015, based on the COSO criteria. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States). the consolidated 
balance sheets of CVS Health Corporation as of December 3 I, 2015 and 2014. and the related consolidated statements of income. comprehensive 
income. shareholders' equity and cash flows for each of the three years in the period ended December 3 I. 2015 of CVS Health Corporation and our 
report dated February 9. 2016 expressed an unqualified opinion thereon. 

Boston. Massachusetts 

February 9, 2016 
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Consolidated Statements of Income 

Year Ended December 31, 

In million". e\'.cept per ~hare amounh 2015 2014 2013 

Net revenues $ 153.290 s 139.367 s 126,761 

Cost of revenues 126.762 114.000 102.978 

Gross profit 26,528 25,367 23,783 

Operating expenses 17,074 16.568 15.746 

Operating pro tit 9.454 8.799 8,037 

Interest expense. net 838 600 509 

Loss on early extinguishmcnt of debt 521 

Income before income tax provision 8.616 7.678 7.528 

Income tax provision 3,386 3.033 2,928 

Income from continuing operations 5,230 4.645 4,600 

Income (loss) from discontinued operations. net of tax 9 (1) (8) 

Net income 5.239 4.644 4,592 

Net income attributable to noncontrolling interest (2) 

Net income attributable to CVS Health s 5.237 s 4.644 s 4,592 

Basic earnings per share: 

Income from continuing operations attributable to CVS Health s 4.65 s 3.98 s 3.78 

Income (loss) from discontinued operations attributable to CVS Health $ 0.01 s s (0.01) 

Net income attributable to CVS Health s 4.66 s 3.98 s 3.77 

Weighted average shares outstanding 1.118 1.161 1,217 

Diluted earnings per share: 

Income from continuing operations attributable to CVS Health $ 4.62 s 3.96 $ 3.75 

Income (loss) from discontinued operations attributable to CVS Health $ 0.01 s s (0.01) 

Net income attributable to CVS Health s 4.63 s 3.96 s 3.74 

Weighted average shares outstanding 1,126 1.169 1,226 

Dividends declared per share $ 1.40 s I. I 0 s 0.90 

Sec accompanying notes to consolidated financial statements. 
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Consolidated Statements of Comprehensive Income 

Year Ended Dcccmhcr 31, 

In million• 2015 2014 2013 

Net income s 5.239 s 4.644 s 4.592 

Other comprehensive income (loss): 

Foreign currency translation adjustments, net of tax (100) (35) (30) 

Net cash flow hedges, net of tax 2 4 

Pension and other postrctircment benefits. net of tax (43) (37) 59 

Total other comprehensive income (loss) (141) (68) 32 

Comprehensive income 5.098 4.576 4.624 

Comprehensive income attributable to noncontrolling interest (2) 

Comprehensive income attributable to CVS Health s 5.096 s 4.576 s 4.624 

Sec accompanying notes to consolidated financial statements. 
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Consolidated Balance Sheets 

December 31, 

In millions, except per share amounts 2015 2014 

Assets: 

Cash and cash equivalents s 2,459 s 2,481 

Short-term investments 88 34 

Accounts receivable, net 11.888 9.687 

Inventories 14.001 11,930 

Deferred income taxes 1,220 985 

Other current assets 722 866 

Total current assets 30,378 25,983 

Property and equipment, net 9,855 8.843 

Goodwill 38.106 28.142 

Intangible assets, net 13,878 9,774 

Other assets 1.440 1.445 

Total assets s 93,657 s 74,187 

Liabilities: 

Accounts payable s 7,490 s 6.547 

Claims and discounts payable 7,653 5,404 

Accrued expenses 6,829 5,816 

Short-term debt 685 

Current portion of long-term debt 1,197 575 

Total current liabilities 23.169 19.027 

Long-term debt 26,267 11,630 

Deferred income taxes 5,437 4,036 

Other long-term liabilities 1.542 1,531 

Commitments and contingencies (Note 12) 

Redeemable noncontrolling interest 39 

Shareholders' equity: 

CVS Health shareholders' equity: 

Preferred stock, par value SO.O 1: 0.1 shares authorized; none issued or outstanding 

Common stock, par value $0.01: 3,200 shares authorized; 1.699 shares issued and I, I 0 I 

shares outstanding at December 31, 2015 and 1,691 shares issued and 1, 140 shares 

outstanding at December 31, 2014 17 17 

Treasury stock, at cost: 597 shares at December 31, 2015 and 550 shares al December 31, 

2014 (28,886) (24,078) 

Shan:s held in trust: 1 share at December 31, 2015 and 2014 (31) (31) 

Capital surplus 30.948 30,418 

Retained earnings 35.506 31,849 

Accumulated other comprehensive income (loss) (358) (217) 

Total CVS Health shareholders· equity 37.196 37,958 

Noncontrolling interest 7 5 

Total shareholders' equity 37,203 37,963 

Total liabilities and shareholders' equity s 93,657 s 74.187 

See accompanying notes to consolidated financial statements. 
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Consolidated Statements of Cash Flows 

Year Ended December 31, 

In millions 2015 2014 2013 

Cash flows from operating activities: 

Cash receipts from customers s 148.954 s 132.406 s 114.993 

Cash paid for inventory and prescriptions dispensed by retail network pharmacies ( 122.498) ( 105.362) (91.178) 

Cash paid to other suppliers and employees ( 14.162) ( 15.344) (14.295) 

Interest received 21 15 8 

Interest paid (629) (647) (534) 

Income taxes paid (3.274) (2,931) (3.211) 

Net cash provided by operating activities 8.412 8,137 5,783 

Cash flows from investing activities: 

Purchases of property and equipment (2,367) (2.136) ( 1,984) 

Proceeds from sale-leaseback tmnsactions 411 515 600 

Proceeds from sale of property and equipment and other assets 35 II 54 

Acquisitions (net of cash acquired) and other investments (11,475) (2,439) (415) 

Purchase of available-for-sale investments (267) ( 157) (226) 

Maturity of available-for-sale investments 243 161 136 

Net cash used in investing activities (I 3,420) (4,045) ( I,835) 

Cash flows from financing activities: 

Increase (decrease) in short-term debt (685) 685 (690) 

Proccccl~ from issuance of long-term debt 14,805 1.483 3,964 

Repayments of long-term debt (2.902) (3,100) 

Payment of contingent consideration (58) 

Dividends paid (1.576) ( 1,288) ( 1,097) 

Proceeds from exercise of stock options 299 421 500 

Excess tax benefits from stock-based compensation 127 106 62 

Repurchase of common stock (5,001) (4,001) (3,976) 

Other (3) 

Net cash provided by (used in) financing activities 5,006 (5,694) (l,237) 

Effect of exchange rate changes on cash and cash equivalents (20) (6) 3 

Net increase (decrease) in cash and cash equivalents (22) (1,608) 2,714 

Cash and cash equivalents at the beginning of the year 2.481 4,089 1,375 

Cash and cash equivalents at the end of the year s 2.459 s 2,481 s 4,089 

Reconciliation of net income to net cash provided by oper.iting activities: 

Net income s 5.239 s 4,644 s 4,592 

Adjustments required to reconcile net income to net cash provided by opcmting 
activities: 

Depreciation and amortization 2.092 1,931 1,870 

Stock-based compensation 230 165 141 

Loss on early cxtinguishmcnt of debt 521 

Deferred income taxes and other noncash items (266) (58) (86) 

Change in operating assets and liabilities. net of effects from acquisitions: 

Accounts receivable, net ( 1.594) (737) (2,210) 

I nvcntorics ( 1.141) (770) 12 

Other current assets 355 (383) 105 

Other assets 2 9 ( 135) 

Accounts payable and claims and discounts payable 2.834 1,742 1,024 

Accrncd expenses 765 1,060 471 

Other long-term liabilities (104) 13 (I) 

Net cash provided by operating activities s 8.412 s 8,137 s 5,783 



Sec accompanying notes to consolidated financial statements. 
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Consolidated Statements of Shareholders' Equity 

Shares Dollars 

Year Ended Decemher 31, Year Ended llecemher 31, 

In millions 2015 2014 2013 2015 2014 2013 

Common stock: 

Beginning of year 1.691 1,680 1.667 s 17 s 17 s 17 

Stock options exercised and issuance of stock awards 8 II 13 

End of year 1,699 1,691 1,680 s 17 s 17 s 17 

Treasury stock: 

Beginning of year (550) (500) (435) s (24,078) s (20,169) $ (16,270) 

Purchase of treasury shares (48) (51) (66) (4,856) (4,001) (3,976) 

Employee stock purchase plan issuances 48 92 77 

End of year (597) (550) (500) s (28,886) $ (24,078) s (20,169) 

Shares held in trust: 

Balance at beginning and end of year (I) (I) (I) s (31) s (31) s (31) 

Capital surplus: 

Beginning of year s 30,418 s 29,777 s 29,120 

Stock option activity and stock awards 533 535 588 

Excess tax benefit on stock options and stock awards 142 106 69 

Portion of accelerated share repurchase not settled (145) 

End of year s 30,948 s 30,418 s 29,777 

Retained earnings: 

Beginning of year s 31,849 $ 28,493 s 24,998 

Changes in inventory accounting principles (Note 2) (4) 

Net income attributable to CVS Health 5,237 4,644 4,592 

Common stock dividends ( 1,576) (1,288) (l,097) 

End of year s 35,506 s 31,849 s 28,493 

Accumulated other comprehensive loss: 

Beginning of year s (217) s (149) s (181) 

Foreign currency translation adjustments, net of tax (100) (35) (30) 

Net cash flow hedges, net of tax 2 4 3 

Pension and other postretircmcnt benefits, net of 
tax (43) (37) 59 

End of year s (358) s (217) s (149) 

Total CVS Health shareholders' equity $ 37,196 $ 37,958 $ 37,938 

Noncontrolling interest: 

Beginning of year s 5 s $ 

Business combinations 5 

Capital contributions 2 

Net income attributable to noncontrolling interest(" I 

Distributions (2) 

End of year s 7 s 5 s 
Total shareholders' equity s 3 7,203 s 37,963 s 37,938 

(I) Excludes SI million attributable to redeemable noncontrolling interest (Sec Note I - "Significant Accounting Policies"). 

Sec accompanying notes to consolidated financial statements. 
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Notes to Consolidated Financial Statements 

Significant Accounting Policies 

Description of business - CVS Health Corporation and its subsidiaries (the ··company") is the largest integrated pharmacy health care provider in 
the United States based upon revenues and prescriptions filled. The Company currently has three reportable business segments. Pharmacy 
Services. Rctail/L TC and Corporate. which arc described below. 

Changes in Segment Definition - As a result of the acquisition of Omnicare. Inc. ("Omnicare") on August 18. 2015. the Company's segments have 
been expanded. The Company's Pharmacy Services Segment now also includes the specialty pharmacy operations of Omnicare. The Company's 
former Retail Pharmacy Segment now also includes the long-term care ("L TC") operations. as well as the commercialization services of Omnicare. 
and has been renamed the "Retail/L TC Segment." The L TC operations include the distribution of pharmaceuticals, related pharmacy consulting 
and other ancillary services to chronic care facilities and other care settings. The Company's Corporate Segment now also includes certain aspects 
of Omnicare's corporate expenses. 

On December 16, 2015, the Company completed its acquisition of the pharmacy and clinic businesses of Target Corporation ("Target"). See Note 3, 
"Acquisitions." The results of the Target pharmacies and clinics are included in the Retail/L TC Segment. 

Pharmacy Services Segment (the ··pss ") - The PSS provides a full range of pharmacy benefit management services including mail order pharmacy 
services. specialty pharmacy and infusion services. plan design and administration. formulary management and claims processing. The Company's 
clients are primarily employers. insurance companies. unions. government employee groups. health plans. Managed Medicaid plans and other 
sponsors of health benefit plans and individuals throughout the United States. 

As a pharmacy benefits manager. the PSS manages the dispensing of pharmaceuticals through the Company's mail order pharmacies and national 
network of more than 68.000 retail pharmacies, consisting of approximately 41.000 chain pharmacies and 27,000 independent pharmacies. to eligible 
members in the benefits plans maintained by the Company's clients and utilizes its information systems to perform. among other things. safety 
checks. drug interaction screenings and brand to generic substitutions. 

The PSS' specialty pharmacies support individuals that require complex and expensive drug therapies. The specialty pharmacy business includes 
mail order and retail specialty pharmacies that operate under the CVS Caremark". CarePlus CVS Pharmacy"'. Navarro" Health Services and 
Advanced Care Scripts names. In January 2014. the Company enhanced its offerings of specialty infusion services and began offering enteral 
nutrition services through Coram L LC and its subsidiaries. In August 2015. the Company further expanded its specialty offerings with the 
acquisition of Advanced Care Scripts which was part of the Omnicare acquisition. See Note 3, "Acquisitions''. 

The PSS also provides health management programs. which include integrated disease management for 17 conditions. through the Company's 
Accordant' rare disease management offering. 

In addition. through the Company's SilverScript Insurance Company ("SilvcrScript") subsidiary. the PSS is a national provider of drug benefits to 
eligible beneficiaries under the federal government's Medicare Part D program. 

The PSS generates net revenues primarily by contracting with clients to provide prescription drugs to plan members. Prescription drugs arc 
dispensed by the mail order pharmacies. specialty pharmacies and national network of retail pharmacies. Net revenues arc also generated by 
providing additional services to clients. including administrative services such as claims processing and formulary management. as well as health 
care related services such as disease management. 

The pharmacy services business operates under the CVS Caremark• Pharmacy Services. Caremark'. CVS Caremark'". CarcPlus CVS Pharmacy'". 
Accordant', SilverScript'. Coram". CVS Specialty'". Novologix'. Navarro' Health Services and Advanced Care Scripts names. As of December 31, 
2015. the PSS operated 24 retail specialty pharmacy stores. 11 specialty mail order pharmacies and five mail order dispensing pharmacies, and 83 
branches for infusion and cnteral services. including 73 ambulatory infusion suites and six centers of excellence, located in 40 states. Puerto Rico 
and the District of Columbia. 

Retail!LTC Segment (the "RLS") -The RLS sells prescription drugs and a wide assortment of general merchandise. including over-the-counter 
drugs. beauty products and cosmetics. photo finishing. seasonal merchandise. greeting cards and convenience 
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Notes to Consolidated Financial Statements (continued) 

foods. through the Company's CVS Pharmacy'. CVS". Longs Drugs'. Navarro Discount Pharmacy" and Drogaria Onofre"' retail stores and onlinc 
through CVS.com'. Navarro.com"' and Onofrc.com.br'". 

The RLS also provides health care services through its MinutcClinic" health care clinics. MinutcClinics arc staffed by nurse practitioners and 

physician assistants who utilize nationally recognized protocols to diagnose and treat minor health conditions. perform health screenings. monitor 

chronic conditions and deliver vaccinations. 

With the acquisition of Omnicare, the RLS now includes L TC operations, which is comprised of providing the distribution of pharmaceuticals, 
related pharmacy consulting and other ancillary services to chronic care facilities and other care settings, as well as commercialization services 
which arc provided under the name RxCrossroads". With the acquisition of the pharmacies and clinics of Target, the Company added 1,672 

pharmacies and approximately 79 clinics. 

As of December 31, 2015, the retail pharmacy business included 9,655 retail stores (of which 7.897 were our stores that operated a pharmacy and 
1,672 were our pharmacies located within a Target store) located in 49 states, the District of Columbia, Puerto Rico and Brazil operating primarily 

under the CVS Pharmacy, CVS, Longs Drugs, Navarro Discount Pharmacy and Drogaria Onofre names, the onlinc retail websites, CVS.com, 
Navarro.com and Onofrc.com.br, and I.135 retail health care clinics operating under the MinuteClinic name (of which 1,049 were located in CVS 
Pharmacy stores). L TC operations is comprised of 143 spoke pharmacies that primarily handle new prescription orders and 32 hub pharmacies that 
use proprietary automation to support spoke pharmacies with refill prescriptions. L TC operates primarily under the Omnicare• and NcighborCarc" 

names. 

Corporate Segment -The Corporate Segment provides management and administrative services to support the Company. The Corporate Segment 
consists of certain aspects of the Company's executive management. corporate relations, legal, compliance, human resources, corporate 

information technology and finance departments. 

Principles of consolidation -The consolidated financial statements include the accounts of the Company and its majority-owned subsidiaries and 
variable interest entities ("VIEs") for which the Company is the primary beneficiary. All intcrcompany balances and transactions have been 

eliminated. 

The Company continually evaluates its investments to determine if they represent variable interests in a VIE. If the Company determines that it has 
a variable interest in a VIE. the Company then evaluates if it is the primary beneficiary of the VIE. The evaluation is a qualitative assessment as to 
whether the Company has the ability to direct the activities of a VIE that most significantly impact the entity's economic performance. The 

Company consolidates a VIE if it is considered to be the primary beneficiary. 

Assets and liabilities of VI Es for which the Company is the primary beneficiary were not significant to the Company's consolidated financial 
statements. VIE creditors do not have recourse against the general credit of the Company. 

Use of estimates - The preparation of financial statements in conformity with accounting principles generally accepted in the United States of 
America requires management to make estimates and assumptions that affect the reported amounts in the consolidated financial statements and 
accompanying notes. Actual results could differ from those estimates. 

Fair value hierarchy - The Company utilizes the three-level valuation hierarchy for the recognition and disclosure of fair value measurements. The 
categorization of assets and liabilities within this hierarchy is based upon the lowest level of input that is significant to the measurement of fair 
value. The three levels of the hierarchy consist of the following: 

Level 1 - Inputs to the valuation methodology arc unadjusted quoted prices in active markets for identical assets or liabilities that the 
Company has the ability to access at the measurement date. 

Level 2 - Inputs to the valuation methodology arc quoted prices for similar assets and liabilities in active markets, quoted prices in markets that 
are not active or inputs that are observable for the asset or liability, either directly or indirectly, for substantially the full term of the instrument. 

Level 3 - Inputs to the valuation methodology are unobservable inputs based upon management's best estimate of inputs market participants 

could use in pricing the asset or liability at the measurement date, including assumptions about risk. 

Cash and cash equivalents - Cash and cash equivalents consist of cash and temporary investments with maturities of three months or less when 

purchased. The Company invests in short-term money market funds, commercial paper and time deposits, as well as other debt securities that are 
classified as cash equivalents within the accompanying consolidated balance sheets, as 
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!\otes to Consolidated Financial Statements (continued) 

these funds arc highly liquid and readily convertible to known amounts of cash. These investments arc classified within Level I of the fair value 
hierarchy because they arc valued using quoted market prices. 

Short-term investments - The Company's short-term investments consist of certificates of deposit with initial maturities of greater than three 
months when purchased that mature in less than one year from the balance sheet date. These investments. which were classified as availablc-for
sale within Level I of the fair value hierarchy, were carried at fair value, which approximated their historical cost at December 31, 2015 and 2014. 

Fair value of financial instruments - As of December 31, 2015, the Company's financial instrnmcnts include cash and cash cqui val en ts. short-tcnn 
and long-term investments. accounts receivable. accounts payable. contingent consideration liability and short-term debt. Due to the nature of 
these instruments. the Company's carrying value approximates fair value. The carrying amount and estimated fair value of total long-term debt was 

S27.5 billion and S28.4 billion, respectively. as of December 31, 2015. The fair value of the Company's long-term debt was estimated based on 
quoted rates currently offered in active markets for the Company's debt, which is considered Level I of the fair value hierarchy. The Company had 

outstanding letters of credit, which guaranteed foreign trade purchases. with a fair value of S4 million as of December 31, 2015. There were no 

outstanding derivative financial instruments as of December 31, 2015 and 2014. 

Foreign currency translation and transactions - For local currency functional currency. assets and liabilities are translated at end-of-period rates 
while revenues and expenses are translated at average rates in effect during the period. Equity is translated at historical rates and the resulting 

cumulative translation adjustments arc included as a component of accumulated other comprehensive income (loss). 

For U.S. dollar functional currency locations. foreign currency assets and liabilities arc remeasured into U.S. dollars at end-of-period exchange 
rates, except for non-monetary balance sheet accounts. which arc remeasured at historical exchange rates. Revenue and expense arc remeasured al 
average exchange rates in effect during each period. except for those expenses related to the nonmonetary balance sheet amounts. which arc 

remeasured at historical exchange rates. Gains or losses from foreign currency remeasurement are included in income. 

Gains and losses arising from foreign currency transactions and the effects ofrcmcasurcmcnts were not material for all periods presented. 

Accounts receivable - Accounts receivable are stated net of an allowance for doubtful accounts. The accounts receivable balance primarily 
includes amounts due from third party providers (e.g .. pharmacy benefit managers. insurance companies. governmental agencies and long-tenn 

care facilities). clients, members and private pay customers, as well as vendors and manufacturers. Charges to bad debt arc based on both 
historical write-offs and specifically identified receivables. 

The activity in the allowance for doubtful accounts receivable for the years ended December 31 is as follows: 

In niillions 

Beginning balance 

Additions charged to bad debt expense 

Write-offs charged to allowance 

Ending balance 

s 

s 

2015 

256 s 
216 

(311) 

161 s 

2014 

256 s 
185 

(185) 

256 s 

2013 

243 

195 

(182) 

256 

Inventories - All inventories are stated at the lower of cost or market. Prescription drug inventories in the RLS and PSS. as well as front store 
inventories in the RLS stores arc accounted for using the weighted average cost method. Sec Note 2. "Changes in Accounting Principle." Physical 
inventory counts arc taken on a regular basis in each retail store and long-term care pharmacy and a continuous cycle count process is the primary 
procedure used to validate the inventory balances on hand in each distribution center and mail facility to ensure that the amounts reflected in the 
accompanying consolidated financial statements arc properly stated. During the interim period between physical inventory counts. the Company 
accrues for anticipated physical inventory losses on a location-by-location basis based on historical results and current trends. 

Property and equipment - Property. equipment and improvements to leased premises arc depreciated using the straight-line method over the 

estimated useful lives of the assets. or when applicable. the term of the lease. whichever is shorter. Estimated useful lives generally range from IO 

to 40 years for buildings. building improvements and leasehold improvements and 3 to I 0 years for fixtures. equipment and internally developed 
software. Repair and maintenance costs arc charged directly to expense 
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Notes to Consolidated Financial Statements (continued) 

as incurred. Major renewals or replacements that substantially extend the useful life of an asset arc capitalized and depreciated. Application 
development stage costs for significant internally developed software projects arc capitalized and depreciated. 

The following arc the components of property and equipment at December 31: 

/11 millions 

Land 

Building and improvements 

Fixtures and equipment 

Leasehold improvements 

Software 

Accumulated depreciation and amortization 

Property and equipment, net 

s 

s 

2015 2014 

1.635 $ 

3.168 

10.001 

4.015 

2.217 

21.036 

(11.181) 

9.855 s 

1,506 

2.828 

8.958 

3.626 

1.868 

18.786 

(9,943) 

8.843 

The gross amount of property and equipment under capital leases was $528 million and $268 million as of December 31, 2015 and 2014, 
respectively. Accumulated amortization of property and equipment under capital lease was $97 million and $86 million as of December 3 I. 2015 and 

2014. respectively. Amortization of property and equipment under capital lease is included within depreciation expense. Depreciation expense 
totaled S 1.5 billion in 2015andS1.4 billion in both 2014 and 2013. 

Goodwill and other indefinitely-lived assets - Goodwill and other indefinitely-lived assets are not amortized. but arc subject to impairment reviews 
annually. or more frequently if necessary. Sec Note 4 for additional information on goodwill and other indefinitely-lived assets. 

Intangible assets - Purchased customer contracts and relationships arc amortized on a straight-line basis over their estimated useful lives between 
9 and 20 years. Purchased customer lists are amortized on a straight-line basis over their estimated useful lives of up to IO years. Purchased leases 
arc amortized on a straight-line basis over the remaining life of the lease. Sec Note 4 for additional information about intangible assets. 

Impairment of long-lived assets - The Company groups and evaluates fixed and finite-lived intangible assets for impairment at the lowest level at 
which individual cash flows can be identified, whenever events or changes in circumstances indicate that the carrying value of an asset may not 
be recoverable. If indicators of impairment are present, the Company first compares the carrying amount of the asset group to the estimated future 
cash flows associated with the asset group (undiscounted and without interest charges). Ifthe estimated future cash flows used in this analysis 
arc less than the carrying amount of the asset group. an impairment loss calculation is prepared. The impairment loss calculation compares the 
carrying amount of the asset group to the asset group's estimated future cash flows (discounted and with interest charges). If required. an 

impairment loss is recorded for the portion of the asset group's carrying value that exceeds the asset group's estimated future cash flows 
(discounted and with interest charges). 

Redeemable noncontrolling interest - As a result of the acquisition of Omnicare in August 2015. the Company obtained a 73% ownership interest 
in limited liability company ("LLC"). Due to the change in control in Omnicare. the noncontrolling member of the LLC had the contractual right to 
put its membership interest to the Company at fair value. Consequently. the noncontrolling interest in the LLC is recorded as a redeemable 
noncontrolling interest at fair value. In January 2016. as provided for in the LLC operating agreement, the noncontrolling shareholder of the LLC 
exercised its option to sell its ownership interest in the LLC to the Company. On February 8. 2016. in accordance with the terms of the LLC 

operating agreement. the Company purchased the noncontrolling interest in the LLC at an amount determined pursuant to the operating agreement 
that approximated its carrying value at December 31. 2015. 

Below is a summary of the changes in redeemable noncontrolling interest for the year ended December 31. 2015: 

/11 millio11.1· 

Acquisition ofnoncontrolling interest 

Net income attributable to noncontrolling interest 

Distributions 

Balance, December 31, 2015 

37 

s 

s 

39 

I 

(I) 
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Notes to Consolidated Financial Statements (continued) 

Revenue Recognition 

PharmaL:v Services Segment· The PSS sells prescription drugs directly through its mail service dispensing pharmacies and indirectly through its 
retail pharmacy network. The PSS recognizes revenue from prescription drugs sold by its mail service dispensing pharmacies and under retail 
pharmacy network contracts where it is the principal using the gross method at the contract prices negotiated with its clients. Net revenues 
include: (i) the portion of the price the client pays directly to the PSS, net of any volume-related or other discounts paid back to the client (see 
"Drug Discounts" below), (ii) the price paid to the PSS by client plan members for mail order prescriptions ('"Mail Co-Payments") and the price paid 
to retail network pharmacies by client plan members for retail prescriptions ("Retail Co-Payments"), and (iii) ad111inistrative fees for retail phar111acy 
network contracts where the PSS is not the principal as discussed below. Sales taxes arc not included in revenue. 

Revenue is recognized when: (i) persuasive evidence of an arrangement exists, (ii) delivery has occurred or services have been rendered, (iii) the 
seller's price to the buyer is fixed or determinable. and (iv) collectability is reasonably assured. The following revenue recognition policies have 
been established for the PSS: 

Revenues generated from prescription drugs sold by mail service dispensing pharmacies are recognized when the prescription is delivered. At 
the time of delivery. the PSS has performed substantially all of its obligations under its client contracts and does not experience a significant 

level of returns or reshipments. 

Revenues generated from prescription drugs sold by third party pharmacies in the PSS· retail pharmacy network and associated administrative 

fees are recognized at the PSS' point-of-sale. which is when the claim is adjudicated by the PSS on line claims processing system. 

The PSS determines whether it is the principal or agent for its retail pharmacy network transactions on a contract by contract basis. In the majority 

of its contracts, the PSS has determined it is the principal due to it: (i) being the primary obligor in the arrangement, (ii) having latitude in 
establishing the price, changing the product or performing part of the service, (iii) having discretion in supplier selection, (iv) having involvement 
in the deter111ination of product or service specifications, and ( v) having credit risk. The PSS' obligations under its client contracts for which 
revenues arc reported using the gross method arc separate and distinct from its obligations to the third party pharmacies included in its retail 
pharmacy network contracts. Pursuant to these contracts. the PSS is contractually required to pay the third party pharmacies in its retail pharmacy 

network for products sold, regardless of whether the PSS is paid by its clients. The PSS' responsibilities under its client contracts typically include 
validating eligibility and coverage levels. communicating the prescription price and the co-payments due to the third party retail pharmacy, 
identifying possible adverse drug interactions for the pharmacist to address with the prescriber prior to dispensing, suggesting generic 
alternatives where clinically appropriate and approving the prescription for dispensing. Although the PSS does not have credit risk with respect to 
Retail Co-Payments or inventory risk related to retail network claims. management believes that all of the other applicable indicators of gross 
revenue reporting are present. For contracts under which the PSS acts as an agent, revenue is recognized using the net method. 

Drug Discounts· The PSS deducts from its revenues any rebates. inclusive of discounts and fees. earned by its clients. Rebates are paid to clients 
in accordance with the terms of client contracts. which are normally based on fixed rebates per prescription for specific products dispensed or a 
percentage of manufacturer discounts received for specific products dispensed. The liability for rebates due to clients is included in "Claims and 

discounts payable" in the accompanying consolidated balance sheets. 

Medicare Part/)· The PSS. through its SilverScript subsidiary, participates in the federal government's Medicare Part D program as a Prescription 

Drug Plan ("PDP"). Net revenues include insurance premiums earned by the PDP. which are determined based on the PDP 's annual bid and related 
contractual arrangements with the Centers for Medicare and Medicaid Services ("CMS"). The insurance premiums include a direct premium paid 
by CMS and a beneficiary premium. which is the responsibility of the PDP member. but which is subsidized by CMS in the case of low -income 
members. Premiums collected in advance arc initially deferred in accrued expenses and are then recognized in net revenues over the period in 
which members arc entitled to receive benefits. 

In addition to these premiums, net revenues include co-payments, coverage gap benefits. deductibles and co-insurance (collectively. the "Member 
Co-Pay111ents") related to PDP members' actual prescription claims. In certain cases, CMS subsidizes a portion of these Member Co-Payments and 
pays the PSS an estimated prospective Member Co-Payment subsidy amount each month. The prospective Member Co-Payment subsidy amounts 

received from CMS are also included in net revenues. SilvcrScript assumes no risk for these amounts. If the prospective Member Co-Payment 

subsidies received differ from the amounts based on actual prescription claims. the difference is recorded in either accounts receivable or accrued 
expenses. 
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Notes to Consolidated Financial Statements (continued) 

The PSS accounts for CMS obligations and Member Co-Payments (including the amounts subsidized by CMS) using the gross method consistent 
with its revenue recognition policies for Mail Co-Payments and Retail Co-Payments (discussed previously in this document). 

RetailllTC Segment 

Retail Pharmacy -The retail drugstores recognize revenue at the time the customer takes possession of the merchandise. Customer returns arc not 
material. Revenue generated from the performance of services in the RLS ·health care clinics is recognized at the time the services arc performed. 

Sales taxes arc not included in revenue. 

long-term Care - Revenue is recognized when products arc delivered or services arc rendered or provided to the customer. prices arc fixed and 

dctenninablc. and collection is reasonably assured. A significant portion of our revenues from sales of pharmaceutical and medical products arc 
reimbursed by the federal Medicare Part D program and. to a lesser extent, state Medicaid programs. Payments for services rendered to patients 
covered by these programs are generally less than billed charges. The Company monitors its revenues and receivables from these reimbursement 
sources. as well as other third party insurance payors. and record an estimated contractual allowance for sales and receivable balances at the 
revenue recognition date, to properly account for anticipated differences between billed and reimbursed amounts. Accordingly. the total net sales 
and receivables reported in the Company's consolidated financial statements arc recorded at the amount expected to be ultimately received from 
these payors. Since billing functions for a portion of the Company's revenue systems arc largely computerized. enabling on-line adjudication at the 
time of sale to record net revenues. the Company's exposure in connection with estimating contractual allowance adjustments is limited primarily to 
unbilled and initially rejected Medicare. Medicaid and third party claims (typically approved for reimbursement once additional infonnation is 
provided to the payor). For the remaining portion of the Company's revenue systems, the contractual allowance is estimated for all billed, unbilled 

and initially rejected Medicare. Medicaid and third party claims. The Company evaluates several criteria in developing the estimated contractual 
allowances on a monthly basis. including historical trends based on actual claims paid. current contract and reimbursement terms. and changes in 
customer base and payor/product mix. Contractual allowance estimates are adjusted to actual amounts as cash is received and claims are settled. 
and the aggregate impact of these resulting adjustments was not significant to our results of operations for any of the periods presented. 

Patient co-payments associated with Medicare Part D. certain state Medicaid programs. Medicare Part Band certain third party payors are 
typically not collected at the time products are delivered or services arc rendered. but arc billed to the individuals as part of our normal billing 
procedures and subject to our normal accounts receivable collections procedures. 

Health Care Clinics - For services provided by our health care clinics. revenue recognition occurs for completed services provided to patients. 
with adjustments taken for third party payor contractual obligations and patient direct bill historical collection rates. 

loyalty Program -The Company's customer loyalty program. ExtraCarc', is comprised of two components. ExtraSavings'" and ExtraBucks' 
Rewards. ExtraSavings coupons redeemed by customers arc recorded as a reduction of revenues when redeemed. ExtraBucks Rewards are accrued 
as a charge to cost of revenues when earned. net of estimated breakage. The Company determines breakage based on historical redemption 
patterns. 

Sec Note 13 for additional information about the revenues of the Company's business segments. 

Cost of revenues 

Pharmacy Services Segme/1/ - The PSS' cost of revenues includes: (i) the cost of prescription drugs sold during the reporting period directly 
through its mail service dispensing pharmacies and indirectly through its retail pharmacy network, (ii) shipping and handling costs, and (iii) the 

operating costs of its mail service dispensing pharmacies and client service operations and related information technology support costs including 
depreciation and amortization. The cost of prescription drugs sold component of cost of revenues includes: (i) the cost of the prescription drugs 
purchased from manufacturers or distributors and shipped to members in clients' benefit plans from the PSS· mail service dispensing pharmacies. 
net of any volume-related or other discounts (see ·'Vendor allowances and purchase discounts" below) and (ii) the cost of prescription drugs sold 
(including Retail Co-Payments) through the PSS· retail pharmacy network under contracts where it is the principal. net of any volume-related or 
other discounts. 

RetailllTC Segment - The RLS' cost of revenues includes: the cost of merchandise sold during the reporting period and the related purchasing 

costs. warehousing and delivery costs (including depreciation and amortization) and actual and estimated inventory losses. 
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Sec Note 13 for additional information about the cost of revenues of the Company ·s business segments. 

Vendor allowances and purchase discounts 

The Company accounts for vendor allowances and purchase discounts as follows: 

Pharmacy Services Segment - The PSS receives purchase discounts on products purchased. The PSS' contractual arrangements with vendors. 
including manufacturers. wholesalers and retail pharmacies. normally provide for the PSS to receive purchase discounts from established list prices 
in one, or a combination, of the following forms: (i) a direct discount at the time ofpun:hase, (ii) a discount for the prompt payment of invoices, or 
(iii) when products are purchased indirectly from a manufacturer (e.g., through a wholesaler or retail pharmacy), a discount (or rebate) paid 
subsequent to dispensing. These rebates arc recognized when prescriptions are dispensed and arc generally calculated and billed to 
manufacturers within 30 days of the end of each completed quarter. Historically, the effect of adjustments resulting from the reconciliation of 

rebates recognized to the amounts billed and collected has not been material to the PSS' results of operations. The PSS accounts for the effect of 
any such differences as a change in accounting estimate in the period the reconciliation is completed. The PSS also receives additional discounts 

under its wholesaler contracts if it exceeds contractually defined annual purchase volumes. In addition. the PSS receives fees from pharmaceutical 
manufacturers for administrative services. Purchase discounts and administrative service fees are recorded as a reduction of"Cost of revenues". 

Retail!LTC Segment - Vendor allowances received by the RLS reduce the carrying cost of inventory and arc recognized in cost of revenues when 

the related inventory is sold. unless they arc specifically identified as a reimbursement of incremental costs for promotional programs and/or other 
services provided. Amounts that are directly linked to advertising commitments arc recognized as a reduction of advertising expense (included in 
operating expenses) when the related advertising commitment is satisfied. Any such allowances received in excess of the actual cost incurred also 
reduce the carrying cost of inventory. The total value of any upfront payments received from vendors that arc linked to purchase commitments is 

initially deferred. The deferred amounts arc then amortized to reduce cost of revenues over the life of the co.ntract based upon purchase volume. 
The total value of any upfront payments received from vendors that arc not linked to purchase commitments is also initially deferred. The deferred 

amounts are then amortized to reduce cost of revenues on a straight-line basis over the life of the related contract. The total amortization of these 
upfront payments was not material to the accompanying consolidated financial statements. 

Insurance - The Company is self-insured for certain losses related to general liability. workers' compensation and auto liability. The Company 
obtains third party insurance coverage to limit exposure from these claims. The Company is also self-insured for certain losses related to health 
and medical liabilities. The Company's self-insurance accruals. which include reponcd claims and claims incurred but not reported. arc calculated 
using standard insurance industry actuarial assumptions and the Company's historical claims experience. 

Facility opening and closing costs - New facility opening costs. other than capital expenditures. arc charged directly to expense when incurred. 
When the Company closes a facility. the present value of estimated unrecoverable costs, including the remaining lease obligation less estimated 

sublease income and the book value of abandoned property and equipment. arc charged to expense. The long-term portion of the lease obligations 
associated with facility closings was $217 million and $207 million in 2015 and 2014. respectively. 

Advertising costs - Advertising costs arc expensed when the related advertising takes place. Advertising costs. net of vendor funding (included in 
operating expenses). were $221 million. $212 million and S 177 million in 2015. 2014 and 2013. respectively. 

Interest expense, net - Interest expense. net of capitalized interest. was $859 million. $615 million and $517 million. and interest income was $21 
million. $15 million and $8 million in 2015. 2014 and 2013. respectively. Capitalized interest totaled $12million.S19 million and $25 million in 2015. 
2014 and 2013. respectively. 

Shares held in trust - The Company maintains grantor trusts. which held approximately I million shares of iL~ common stock al December 31, 2015 
and 2014. respectively. These shares arc designated for use under various employee compensation plans. Since the Company holds these shares. 
they arc excluded from the computation of basic and diluted shares outstanding. 

Accumulated other comprehensive income - Accumulated other comprehensive income (loss) consists of changes in the net actuarial gains and 
losses associated with pension and other postrctircmcnt benefit plans. losses on derivatives from cash flow hedges executed in previous years 

associated with the issuance of long-term debt. and foreign currency translation adjustments. 
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The amount included in accumulated other comprehensive loss related to the Company's pension and postrctircmcnt plans was $305 million pre
tax($ 186 million after-tax) as of December 31, 2015 and $234 million pre-tax (S 143 million after-tax) as of December 31, 2014. The net impact on cash 

flow hedges totaled $14 million pre-tax ($7 million after-tax) and S 16 million pre-tax ($9 million after-tax) as of December 31, 2015 and 2014, 

respectively. Cumulative foreign currency translation adjustments at December 31, 2015 and 2014 were S 165 million and $65 million, respectively. 

Changes in accumulated other comprehensive income (loss) by component arc shown below: 

Year Ended December 31, 2015111 

Losses on Pension and Other 
Foreign Cash Flow Postretirement 

Ill 111illio11.\· Currency Hedges Benefits Total 

Balance, December 3 I, 2014 s (65) $ (9) s (143) s (217) 

Other comprehensive income (loss) before 
reclassifications (100) (56) (156) 

Amounts reclassi lied from accumulated 
other comprehensive income 12l 2 13 15 

Net other comprehensive income (loss) (100) 2 (43) (141) 

Balance. December 31, 2015 s (165) s (7) s (186) s (358) 

Year Ended December 31, 2014111 

Losses on Pension and Other 
Foreign Cash Flow Postretirement 

Currency Hedges Benefits Total 

Balance, December 31, 2013 s (30) $ (13) s (106) s (149) 

Other comprehensive income (loss) before 
reclassifications (35) (35) 

Amounts reclassified from accumulated 
other comprehensive income 12l 4 (37) (33) 

Net other comprehensive income (loss) (35) 4 (37) (68) 

Balance, December 31, 2014 s (65) s (9) s (143) s (217) 

(I) All amounts arc net of tax. 
(2) The amounts reclassified from accumulated other comprehensive income for cash flow hedges arc recorded within interest expense, net on the consolidated 

statement of income. The amounts reclassified from accumulated other comprehensive income for pension and other postrctirement benefits arc included in 
operating expenses on the consolidated statement of income. 

Stock-based compensation - Stock-based compensation is measured at the grant date based on the fair value of the award and is recognized as 
expense over the applicable requisite service period of the stock award (generally 3 to 5 years) using the straight-line method. 

Variable Interest Entity- In July 2014, the Company and Cardinal Health, Inc. (''Cardinal") established Red Oak Sourcing, LLC ("Red Oak"). a 
generic pharmaceutical sourcing entity in which the Company and Cardinal each own 50%. The Red Oak arrangement has an initial term of ten 

years. Under this arrangement, the Company and Cardinal contributed their sourcing and supply chain expertise to Red Oak and agreed to source 
and negotiate generic pharmaceutical supply contracts for both companies through Red Oak; however, Red Oak docs not own or hold inventory 

on behalf of either company. No physical assets (e.g .. property and equipment) were contributed to Red Oak by either company and minimal 
funding was provided to capitalize Red Oak. 

The Company has determined that it is the primary beneficiary of this variable interest entity because it has the ability to direct the activities of Red 

Oak. Consequently. the Company consolidates Red Oak in its consolidated financial statements within the Rctail/L TC Segment. 

Cardinal is required to pay the Company 39 quarterly payments beginning in October 2014. As milestones arc met, the quarterly payments increase. 

The Company received approximately $122 million and $26 million from Cardinal during the years ended December 31, 2015 and 2014, respectively. 

The payments reduce the Company's carrying value of inventory and arc recognized in cost of revenues when the related inventory is sold. 

Revenues associated with Red Oak expenses reimbursed 
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by Cardinal for the years ended December 31. 2015 and 2014. as well as amounts due to or due from Cardinal at December 31. 2015 and 2014 were 
immaterial. 

Related party transactions - The Company has an equity method investment in SurcScripts, LLC (''SureScripts"), which operates a clinical health 

information network. The Pharmacy Services and Rctail/L TC segments utilize this clinical health information network in providing services to its 
client plan members and retail customers. The Company expensed fees of approximately $50 million in the years ended December 2015 and 2014, 
and $48 million in the year ended December 31, 2013. for the use of this network. The Company's investment in and equity in earnings of 

SurcScripts for all periods presented is immaterial. 

In connection with the acquisition of Omnicare in August 2015, the Company obtained an equity method investment in Heartland Healthcare 

Services ("Heartland"). Heartland operates several long-term care pharmacies in four states. Heartland paid the Company approximately $25 million 
for pharmaceutical inventory purchases during the period from August 18, 2015 to December 31, 2015. Additionally, the Company performs certain 
collection functions for Heartland and then passes those customer cash collections to Heartland. The Company's investment in and equity in 

earnings of Heartland as of and for the year ended December 31, 2015 is immaterial. 

In September 2014, the Company made a charitable contribution of $25 million to the CVS Foundation (formerly CVS Caremark Charitable Tmst, 
Inc.) (the ·'Foundation") to fund future giving. The Foundation is a non-profit entity that focuses on health, education and community 

involvement programs. The charitable contribution was recorded as an operating expense in the consolidated statement of income for the year 

ended December 31, 2014. 

Income taxes - The Company accounts for income taxes under the asset and liability method, which requires the recognition of deferred tax assets 
and liabilities for the expected future tax consequences of events that have been included in the consolidated financial statements. Under this 
method, deferred tax assets and liabilities are determined on the basis of the differences between the consolidated financial statements and tax 

basis of assets and liabilities using enacted tax rates in effect for the year in which the differences arc expected to reverse. The effect ofa change in 
the tax rates on deferred tax asset and liabilities is recognized in income in the period that includes the enactment date. 

The Company recognizes net deferred tax assets to the extent that it believes these assets are more likely than not to be realized in making such a 
determination. The Company considers all available positive and negative evidence. including future reversals of existing taxable temporary 

differences, projected future taxable income, tax planning strategics, and results of recent operations. To the extent that the Company does not 
consider it more likely than not that a deferred tax asset will be recovered, a valuation allowance is established. 

The Company records uncertain tax positions on the basis of a two-step process whereby ( 1) the Company determines whether it is more likely 
than not that the tax positions will be sustained on the basis of the technical merits of the position and (2) for those tax positions that meet the 
more-likely-than-not recognition threshold, the Company recognizes the largest amount of tax benefit that is more than 50% likely to be realized 

upon ultimate settlement with the related tax authority. 

Interest and/or penalties related to uncertain tax positions arc recognized in income tax expense. 

Discontinued Operations - In connection with certain business dispositions completed between 1991 and 1997, the Company retained guarantees 
on store lease obligations for a number of former subsidiaries, including Linens 'n Things which filed for bankruptcy in 2008. The Company's 
income from discontinued operations in 2015 of$9 million, net of tax, was related to the release ofeertain store lease guarantees due to a settlement 
with a landlord. The Company's loss from discontinued operations includes lease-related costs which the Company believes it will likely be 
required to satisfy pursuant to its Linens 'n Things lease guarantees. 

Below is a summary of the results of discontinued operations for the years ended December 31: 

/tr million.< 2015 2014 2013 

Income from discontinued operations s 15 $ (1) s (12) 

Income tax expense (6) 4 

Income from discontinued operations, net of tax s 9 $ ( 1) s (8) 
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Earnings per common share - Earnings per share is computed using the two-class method. Options to purchase 2.7 million. 2.1 million and 6.2 
million shares of common stock were outstanding as of December 31, 2015, 2014 and 2013, respectively. but were not included in the calculation of 

diluted earnings per share because the options' exercise prices were greater than the average market price of the common shares and. therefore. the 
effect would be antidilutivc. 

New Accounting Pronouncement - In May 2014, the Financial Accounting Standards Board ("FASB") issued Accounting Standard Update 
("ASU") No. 2014-09. Revenue from Conlrac/s wilh Cuslomers (Topic 606). ASU No. 2014-09 outlines a single comprehensive model for entities to 

use in accounting for revenue arising from contracts with customers and supersedes most current revenue recognition guidance. including 
industry-specific guidance. This new guidance is expected to be effective for annual reporting periods (including interim reporting periods within 

those periods) beginning January 1. 2018; early adoption in 2017 is permitted. Companies have the option of using either a full retrospective or a 
modified retrospective approach to adopt the guidance. This update could impact the timing and amounts of revenue recognized. The Company is 
currently evaluating the effect that implementation of this update will have on its consolidated financial position and results of operations upon 

adoption. as well as the method of transition and required disclosures. 

In April 2015. the FASB issued ASU No. 2015-03. Simplifi..'ing !he Presenlalion of Debt Issuance Costs (Topic 835-30). ASU No. 2015-03 requires 
the presentation of debt issuance costs in the balance sheet as a direct deduction from the related debt liability rather than as an asset. 
Amortization of such costs are required to be reported as interest expense, which is consistent with the Company's current policy. This change 
conforms the presentation of debt issuance costs with that of debt discounts. The ASU is effective for annual reporting periods (including interim 
reporting periods within those periods) beginning after December 15, 2015; early adoption is permitted. The guidance is required to be applied 
retrospectively to all prior periods. The Company has early adopted this standard as of June 30. 2015. The effect of the adoption of ASU 2015-03 
on the Company's consolidated balance sheet is a reduction ofnoncurrent assets and long-term debt ofS65 million as of December 3 I. 2014. The 
following is a reconciliation of the effect of this reclassification on the Company's consolidated balance sheet as of December 31. 2014: 

In millions 

Other assets 

Total assets 

Long-term debt 

Total liabilities and shareholders' equity 

s 

As Previously 
Reported 

1.510 

74.252 

I 1.695 

74.252 

Adjustments As Revised 

s (65) s 1,445 

(65) 74,187 

(65) 11,630 

(65) 74.187 

In September 2015, the FASB issued ASU No. 2015-16. Simplifying !he Accounting/or Measurement-Period Adjustments. ASU No. 2015-16 
requires that an acquirer recognize adjustments to provisional amounts that are identified during the measurement period after an acquisition 
within the reporting period they are determined. This is a change from the previous requirement that the adjustments be recorded retrospectively. 
The AS U also requires disclosure of the effect on earnings of changes in depreciation. amortization or other income effects, if any. as a result of 
the adjustment to the provisional amounts. calculated as if the accounting had been completed at the acquisition date. The ASU is effective for 

annual reporting periods (including interim reporting periods within those periods) beginning after December 15, 2015; early adoption is permitted. 
The Company has early adopted the ASU as of September 30. 2015. The adoption did not have a material effect on the Company's consolidated 
financial statements. 

In November 2015, the FASB issued ASU No. 2015-17, Income Taxes (Topic 740). ASU No. 2015-17 simplifies the presentation of deferred income 
taxes by requiring that deferred tax assets and liabilities be classified as non-current in the statement of financial position. This ASU may be 
applied either prospectively to all deferred tax assets and liabilities. or retrospectively to all periods presented for annual reporting periods 
(including interim reporting periods within those periods) beginning after December 15. 2016. The change will require additional disclosure based 
on the method of adoption. Had the Company adopted this ASU. current deferred income taxes. total current assets, total assets and total liabilities 
would have been approximately S 1.2 billion and S 1.0 billion lower as of December 31, 2015 and 2014. respectively. 

2 Changes in Accounting Principle 

Effective January 1, 2015, the Company changed its methods of accounting for ··front store" inventories in the Retail/L TC Segment. Prior to 2015, 

the Company valued front store inventories at the lower of cost or market on a first-in. first-out ("FIFO") basis in retail stores using the retail 

inventory method and in distribution centers using the FIFO cost method. Effective January 1. 2015. all front store inventories in the Rctail/L TC 

Segment have been valued at the lower of cost or market using the weighted average cost method. These changes affected approximately 36% of 
consolidated inventories. 
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These changes were made primarily to provide the Company with better information to manage its retail front store operations and to bring all of 
the Company's inventories to a common inventory valuation methodology. The Company believes the weighted average cost method is preferable 
to the retail inventory method and the FIFO cost method because it results in greater precision in the determination of cost of revenues and 
inventories at the stock keeping unit ("SKU") level and results in a consistent inventory valuation method for all of the Company's inventories as 
all of the Company's remaining inventories. which consist of prescription drugs. were already being valued using the weighted average cost 
method. 

The Company recorded the cumulative effect of these changes in accounting principle as of January I. 2015. The Company determined that 
retrospective application for periods prior to 2015 is impracticable. as the period-specific information necessary to value front store inventories in 
the Rctail/L TC Segment under the weighted average cost method is unavailable. The Company implemented a new perpetual inventory system to 
manage front store inventory at the SKU level and valued front store inventory as of January 1. 2015 and calculated the cumulative impact. The 
effect of these changes in accounting principle as of January 1. 2015. was a decrease in inventories of S7 million. an increase in current deferred 
income tax assets ofS3 million and a decrease in retained earnings ofS4 million. 

Had the Company not made these changes in accounting principle. for the year ended December 31. 2015. income from continuing operations 
would have been lower by $27 million. Basic and diluted earnings per share from continuing operations attributable to CVS Health would have 
been approximately S0.02 per share lower for the year ended December 31, 2015. 

3 Acquisitions 

Om11icare Acq11isitio11 

On August 18, 2015, the Company acquired 100% of the outstanding common shares and voting interests of Omnicare. for S98 per share for a total 
of S9.6 billion and assumed long-term debt with a fair value of approximately S3. l billion. Additionally. holders of Omnicare restricted stock units 
and performance based restricted stock units received 738.765 CVS Health Corporation restricted stock awards with a fair value of approximately 
SSO million as replacement awards. Omnicare is a leading health care services company that specializes in the management of complex 
pharmaceutical care. Omnicarc's long-term care ("LTC") business is the nation's largest provider of pharmaceuticals. related pharmacy consulting 
and other ancillary services to chronic care facilities and other care settings. In addition. Omnicare has a specialty pharmacy business operating 
primarily under the name of Advanced Care Scripts. and provides commercialization services under the name of Rx Crossroads~. The Company is 
including L TC and the commercialization services in its former Retail Pharmacy Segment, which has been renamed the "Retail/L TC Segment," and 
will include the specialty pharmacy business in its Pharmacy Services Segment. The Company acquired Omnicare to expand its operations in 
dispensing prescription drugs to assisted-living and long-term care facilities. and to broaden its presence in the specialty pharmacy business as 
the Company seeks to serve a greater percentage of the growing senior patient population in the United States. 

The fair value of the consideration transferred on the date of acquisition consisted of the following: 

(in millions) 

Cash paid to Omnicare shareholders 

Fair value ofrcplaecmcnt equity awards issued to Omnicare employees 

for prccombination services 

Total consideration 
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The following table summarizes the estimated fair values of the assets acquired and liabilities assumed at the date of acquisition: 

(in 111illio11s) 

Current assets (including cash ofS298) 

Property and equipment 

Goodwill 

Intangible assets 

Other noncurrcnt assets 

Current liabilities 

Long-term debt 

Deferred income tax liabilities 

Other noncurrcnt liabilities 

Redeemable noncontrolling interest 

Total consideration 

s 

$ 

s 

1.657 

313 

9,090 

3.962 

64 

(705) 

(3.110) 

(1.518) 

(69) 

(39) 

9.645 

The assessment of fair value is preliminary and is based on information that was available to management at the time the condensed consolidated 
financial statements were prepared. Accordingly, such amounts may change. The most significant open items included the accounting for deferred 
income taxes and contingencies as management is awaiting additional information to complete its assessment of these matters. The goodwill 
represents future economic benefits expected to arise from the Company's expanded presence in the pharmaceutical care market, the assembled 

workforce acquired. expected purchasing and revenue synergies. as well as operating efficiencies and cost savings. Goodwill of $8.6 billion was 
allocated to the Rctail/L TC Segment and the remaining goodwill of $0.5 billion was allocated to the Pharmacy Services Segment. Approximately 
$0.4 billion of the goodwill is deductible for income tax purposes. Intangible assets acquired include customer relationships and trade names of 
$3.9 billion and $74 million. respectively, with estimated weighted average useful lives of 19.1 and 2.9 years, respectively. and 18.8 years in total. 

The fair value of trade accounts receivable acquired is $600 million. with the gross contractual amount being $857 million. The Company expects 
$257 million of trade accounts receivable to be uncollcctiblc. The fair value of other receivables acquired is $147 million, with the gross contractual 
amount being S 161 million. The Company expects S 14 million of other receivables to be uncollcctible. 

During the year ended December 31, 2015. the Company incurred transaction costs of S70 million associated with the acquisition of Omnicare that 
were recorded within operating expenses. 

The Company·s consolidated results of operations for the year ended December 31. 2015. include $2.6 billion of net revenues and net income of 
$61 million associated with the operating results of Omnicare from August 18. 2015 to December 31. 2015. These Omnicare operating results include 
severance costs and accelerated stock-based compensation. 

The following unaudited proforma information presents a summary of the Company's combined results of operations for the year ended December 
31, 2015 and 2014 as if the Omnicare acquisition and the related financing transactions had occurred on January I, 2014. The following pro forma 
financial information is not necessarily indicative of the results of operations as they would have been had the transactions been effected on the 
assumed date, nor is it necessarily an indication of trends in future results for a number of reasons, including. but not limited to, differences 
between the assumptions used to prepare the proforma information. basic shares outstanding and dilutive equivalents. cost savings from 
operating efficiencies. potential synergies. and the impact of incremental costs incurred in integrating the businesses. 

(in 111illions, except per share data) 

Total revenues 

Income from continuing operations 

Basic earnings per share from continuing operations 

Diluted earnings per share from continuing operations 

s 

s 
s 
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Year Ended 
December 31, 

2015 2014 

156.798 s 144.836 

5,277 4.522 

4.70 s 3.88 

4.66 s 3.85 
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Pro fonna income from continuing operations for the year ended December 31. 2015. excludes S 135 million related to severance costs, accelerated 
stock-based compensation and transaction costs incurred in connection with the Omnicare acquisition. Proforma income from continuing 
operations for the year ended December 31. 2014. includes a $521 million loss on the early cxtinguishmcnt of debt recorded by CVS Health. 

Target Pharmacy Acq11isiti1111 

On December 16, 2015. the Company acquired the pharmacy and clinic businesses of Target for approximately $1.9 billion. plus contingent 
consideration of up to $50 million based on f uturc prescription growth over a three year period. The purchase price is also subject to adjustment 
based on the value of inventory at the closing date. The Company acquired Target's 1.672 pharmacies which operate in 47 states and will operate 
them through a store-within-a-store fonnat. branded as CVS Pharmacy. The Company also acquired 79 Target clinic locations which will be 
rcbrandcd as MinutcClinic. The Company acquired the Target pharmacy and clinic businesses primarily to expand the geographic reach of its retail 
pharmacy business. 

The estimated fair values of the assets acquired at the date of acquisition were approximately as follows: 

In nrillim1s 

Accounts receivable 

Inventories 

Property and equipment 

Intangible assets 

Goodwill 

Total cash consideration 

s 

s 

2 

472 

9 

490 

916 

1.889 

The assessment of fair value is preliminary and is based on infonnation that was available to management at the time the consolidated financial 
statements were prepared. Accordingly, such amounts may change. As of December 31, 2015. the most significant open item was the inventory 
related purchase price adjustment. Intangible assets acquired include customer relationships with an estimated useful life of 13 years. The goodwill 
represents future economic benefits expected to arise from the Company's expanded geographic presence in the retail phannacy market, the 
assembled workforce acquired. expected purchasing and revenue synergies. as well as operating efficiencies and cost savings. The goodwill is 
deductible for income tax purposes. No liability for any potential contingent consideration has been recorded based on current projections for 
future prescription growth over the relevant period. 

In January 2016, the Company received approximately $21 million from Target as final settlement of the inventory valuation. This amount will be 
recorded as a reduction of the purchase price in the first quarter of 2016. 

In connection with the closing of the transaction. the Company and Target entered into pharmacy and clinic operating and master lease 
agreements. Sec Note 7 of the consolidated financial statements for disclosures of the Company's leasing arrangements. 

During the year ended December 3I.2015, the Company incurred transaction costs of approximately S26 million associated with the acquisition 
that were recorded within operating expenses. The results of the Target phannacies and clinics arc included in the Company's Rctail/L TC Segment 
beginning on December 16, 2015. Proforma financial information for this acquisition is not presented as such results are immaterial to the 
Company's consolidated financial statements. 

Coram Acq11isiti1111 

On January 16, 2014. the Company acquired 100% of the voting interests of Coram LLC and its subsidiaries (collectively. "Coram"). the specialty 
infusion servict:s and enteral nutrition business unit of Apria Healthcare Group Inc. ("Apria"), for cash consideration of approximately $2.1 billion, 
plus contingent consideration of approximately SO. I billion. The purchase price was also subject to a working capital adjustment. which resulted in 
the Company receiving $9 million from Apria. Coram is one of the nation's largest providers of comprehensive infusion services, caring for 
approximately 240.000 patients annually. Coram has approximately 4,600 employees. including approximately 600 nurses and 250 dietitians. 
operating primarily through 83 branch locations and six centers of excellence for patient intake. 
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The contingent consideration is based on the Company's future realization ofCoram's tax net operating loss carryforwards ("NOLs") as of the 
date of the acquisition. The Company will pay the seller the first $60 million in tax savings realized from the future utilization of the Coram NO Ls. 
plus 50% of any additional future tax savings from the remaining NO Ls. The fair value of the contingent consideration liability associated with the 
future realization of the Coram NOLs was determined using Level 3 inputs based on the present value of contingent payments expected to be made 
based on the Company's estimate of the amount and timing of Coram NO Ls that will ultimately be realized. The change in fair value of the 
contingent consideration liability recognized in earnings for the year ended December 31, 2014 was immaterial and for the year ended December 31. 
2015 was approximately S4 million. During the year ended December 31. 2015, the Company made contingent consideration payments to Apria of 

approximately S58 million. 

The Company recognized approximately S 1.6 billion of goodwill in connection with the acquisition. The goodwill represents future economic 
benefits expected to arise from the Company's expanded presence in the specialty pharmaceuticals market, the assembled workforce acquired. and 
the expected synergies from combining operations with Coram. The goodwill is nondeductible for income tax purposes. 

Coram's results of operations arc included in the Company's PSS beginning on January 16, 2014. Proforma information for this acquisition is not 
presented as Coram 's results arc immaterial to the Company's consolidated financial statements. During the year ended December 31. 2014. 
acquisition costs ofS15 million were expensed as incurred within operating expenses. 

4 Goodwill and Other Intangibles 

Goodwill and other indefinitely-lived assets arc not amortized, but arc subject to annual impairment reviews. or more frequent reviews if events or 

circumstances indicate an impainncnt may exist. 

When evaluating goodwill for potential impairment, the Company first compares the fair value of its reporting units to their respective carrying 
amounts. The Company estimates the fair value of its reporting units using a combination of a future discounted cash flow valuation model and a 
comparable market transaction model. If the estimated fair value of the reporting unit is less than its carrying amount, an impairment loss 

calculation is prepared. The impairment loss calculation compares the implied fair value ofa reporting unit's goodwill with the carrying amount of 
its goodwill. If the carrying amount of the goodwill exceeds the implied fair value, an impairment loss is recognized in an amount equal to the 
excess. During the third quarter of 2015, the Company performed its required annual goodwill impairment tests. The Company concluded there 

were no goodwill impairments as of the testing date. 

Below is a summary of the changes in the carrying amount of goodwill by segment for the years ended December 31. 2015 and 2014: 

Pharmacy 

In millions Services Retail/LTC Total 

Balance, December 31, 2013 s 19.658 s 6,884 $ 26,542 

Acquisitions 1.578 38 1,616 

Foreign currency translation adjustments (14) (14) 

Other '" (2) (2) 

Balance, December 31, 2014 21.234 6,908 28,142 

Acquisitions 452 9,554 10.006 

Foreign currency translation adjustments (40) (40) 

Other '" ( 1) ( 1) (2) 

Balance, December 31, 2015 s 21.685 s 16.421 s 38,106 

(I) "Other" represents immaterial purchase accounting adjustments for acquisitions. 

lndcfinitcly-livcd intangible assets arc tested for impairment by comparing the estimated fair value of the asset to its carrying value. The Company 

estimates the fair value of its indefinitely-lived trademark using the relief from royalty method under the income approach. If the carrying value of 

the asset exceeds its estimated fair value, an impairment loss is recognized and the asset is written down to its estimated fair value. During the third 
quarter of 2015. the Company performed its annual impainncnt test of the indefinitely-lived trademark and concluded there was no impainncnt as of 

the testing date. The carrying amount of its indefinitely-lived trademark was S6.4 billion as of December 31. 2015 and 2014. 
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The Company amortizes intangible assets with finite lives over the estimated useful lives of the respective assets. which have a weighted average 
useful life of 15.5 years. The weighted average useful lives of the Company's customer contracts and relationships and covenants not to compete 

arc 15.5 years. The weighted average lives of the Company's favorable leases and other intangible assets arc 15.6 years. Amortization expense for 
intangible assets totaled $611 million, $518 million and $494 million in 2015. 2014 and 2013, respectively. The anticipated annual amortization 

expense for these intangible assets for the next five years is as follows: 

In millions 

2016 s 760 

2017 735 

2018 705 

2019 662 

2020 490 

The following table is a summary of the Company's intangible assets as of December 31: 

2015 

Gross Net 
Carrying Accumulated Carrying 

Iii millimr.,· Amount Amorti1.ation Amount 

Trademark (indefinitely-lived) s 6.398 s $ 6.398 s 
Customer contracts and relationships 

and covenants not to compete 10.594 (4,092) 6.502 

Favorable leases and other 1,595 (617) 978 

s 18.587 s (4,709) s 13,878 s 

5 Share Repurchase Programs 

The following share repurchase programs were authorized by the Company's Board of Directors: 

In billions 

Authorization Date 

December 15, 2014 ("2014 Repurchase Program") 

December 17, 2013 ("2013 Repurchase Program") 

September 19, 2012 ("2012 Repurchase Program") 

$ 

s 
s 

Authorized 

10.0 s 
6.0 s 
6.0 s 

Remaining 

2014 

Gross Net 
Carr~·ing Accumulated Carrying 
Amount Amorti1.ation ·Amount 

6.398 s s 6.398 

6.521 (3.549) 2.972 

880 (476) 404 

13,799 s (4,025) s 9,774 

7.7 

The share Repurchase Programs. each of which was effective immediately. permit the Company to effect repurchases from time to time through a 

combination of open market repurchases, privately negotiated transactions, accelerated share repurchase ("ASR") transactions, and/or other 
derivative transactions. The 2014 Repurchase Program may be modified or terminated by the Board of Directors at any time. The 2013 and 2012 
Repurchase Programs have been completed. as described below. 

Pursuant to the authorization under the 2014 Repurchase Program. effective December 11, 2015, the Company entered into a $725 million fixed 

dollar ASR with Barclays Bank PLC ("Barclays"). Upon payment of the $725 million purchase price on December 14. 2015. the Company received a 

number of shares of its common stock equal to 80% of the $725 million notional amount of the ASR or approximately 6.2 million shares. At the 
conclusion of the ASR program, the Company may receive additional shares equal to the remaining 20% of the $725 million notional amount. The 

initial 6.2 million shares of common stock delivered to the Company by Barclays were placed into treasury stock in December 2015. The ASR was 

accounted for as an initial treasury stock transaction for $580 million and a forward contract for $145 million. The forward contract was classi ficd as 

an equity instrument and was recorded within capital surplus on the consolidated balance sheet. On January 28. 2016, the Company received 1.4 

million shares of common stock. representing the remaining 20% of the $725 million notional amount of the ASR. thereby concluding the ASR. The 

remaining 1.4 million shares of common stock delivered to the Company by Barclays were placed into treasury stock in January 2016 and the 
forward contract was reclassified from capital surplus to treasury stock. 

Pursuant to the authorization under the 2013 Repurchase Programs. effective January 2. 2015. the Company entered into a $2.0 billion fixed dollar 

ASR agreement with J.P. Morgan Chase Bank ("JP Morgan"). Upon payment of the $2.0 billion purchase 
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price on January 5. 2015. the Company received a number of shares of its common stock equal to 80% of the $2.0 billion notional amount of the 
ASR agreement or approximately 16.8 million shares. which were placed into treasury stock in January 2015. On May I. 2015. the Company received 
approximately 3.1 million shares of common stock, representing the remaining 20% of the $2.0 billion notional amount of the ASR. thereby 
concluding the ASR. The remaining 3.1 million shares of common stock delivered to the Company by JP Morgan were placed into treasury stock in 
May 2015. The ASR was accounted for as an initial treasury stock transaction for S 1.6 billion and a forward contract for S0.4 billion. The forward 
contract was classified as an equity instrument and was initially recorded within capital surplus on the consolidated balance sheet and was 
reclassified to treasury stock upon the settlement of the ASR in May 2015. 

Pursuant to the authorization under the 2012 Repurchase Program. effective October I. 2013. the Company entered into a $1.7 billion fixed dollar 
ASR agreement with Barclays. Upon payment of the S 1.7 billion purchase price on October I. 2013. the Company received a number of shares of its 
common stock equal to 50% of the S 1.7 billion notional amount of the ASR agreement or approximately 14.9 million shares at a price of $56.88 per 
share. The Company received approximately 11. 7 million shares of common stock on December 30. 2013 at an average price of $63.83 per share, 
representing the remaining 50% of the S 1.7 billion notional amount of the ASR agreement and thereby concluding the agreement. The total of 26.6 
million shares of common stock delivered to the Company by Barclays over the term oft he October 2013 ASR agreement were placed into treasury 
stock. The ASR was accounted for as an initial treasury stock transaction and a forward contract. The forward contract was classified as an equity 
instrument. 

Each of the ASR transactions described above. the initial repurchase of the shares and delivery of the remainder of the shares to conclude each 
ASR. resulted in an immediate reduction of the outstanding shares used to calculate the weighted average common shares outstanding for basic 
and diluted earnings per share. 

During the year ended December 31. 2015, the Company repurchased an aggregate of 48.0 million shares of common stock for approximately $5.0 
billion under the 2013 and 2014 Repurchase Programs. As of December 31, 2015, there remained an aggregate of approximately $7.7 billion available 
for future repurchases under the 2014 Repurchase Program and the 2013 Repurchase Program was complete. 

During the year ended December 31, 2014, the Company repurchased an aggregate of 51.4 million shares of common stock for approximately $4.0 
billion under the 2013 and 2012 Repurchase Programs. As of December 31, 2014, there remained an aggregate of approximately S 12.7 billion 
available for future repurchases under the 2014 and 2013 Repurchase Programs. As of December 31. 2014. the 2012 Repurchase Program was 
complete. 

During the year ended December 31, 2013, the Company repurchased an aggregate of66.2 million shares of common stock for approximately $4.0 
billion under the 2012 Repurchase Program. which includes shares received from the October 2013 ASR agreement described above. As of 
December 31, 2013, there remained an aggregate of approximately $6.7 billion available for future repurchases under the 2013 and 2012 Repurchase 
Programs. 
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6 Borrowings and Credit Agreements 

The following table is a summary of the Company's borrowings as of December 31: 

Ill million.,· 2015 2014 

Commercial paper s $ 685 

3.25% senior notes due 2015 550 

1.2% senior notes due 2016 750 750 

6.125% senior notes due 2016 421 421 

5.75% senior notes due 2017 1,080 1.080 

1.9% senior notes due 2018 2.250 

2.25% senior notes due 2018 1.250 1,250 

2.25% senior notes due 2019 850 850 

6.6% senior notes due 2019 394 394 

2.8% senior notes due 2020 2,750 

4.75% senior notes due 2020 450 450 

4.125% senior notes due 2021 550 550 

2.75% senior notes due 2022 1.250 1.250 

3.5% senior notes due 2022 1.500 

4.75% senior notes due 2022 400 

4% senior notes due 2023 1.250 1.250 

3.375% senior notes due 2024 650 650 

5% senior notes due 2024 300 

3.875% senior notes due 2025 3.000 

6.25% senior notes due 2027 453 453 

3.25% senior exchange debentures due 2035 5 

4.875% senior notes due 2035 2,000 

6.125% senior notes due 2039 734 734 

5.75% senior notes due 2041 493 493 

5.3% senior notes due 2043 750 750 

5.125% senior notes due 2045 3.500 

Capital lease obligations 644 391 

Other 20 41 

Total debt principal 27,694 12.992 

Debt premiums 39 

Debt discounts and deferred financing costs (269) (102) 

27.464 12.890 

Less: 

Short-term debt (commercial paper) (685) 

Current portion of long-term debt (1.197) (575) 

Long-term debt s 26.267 s 11.630 

The Company did not have any commercial paper outstanding as of December 31, 2015. In connection with its commercial paper program, the 

Company maintains a S 1.0 billion. five-year unsecured back-up credit facility, which expires on May 23, 2018, a $1.25 billion, five-year unsecured 

back-up credit facility, which expin:s on July 24, 2019. and a S 1.25 billion. five-year unsecured back-up credit facility, which expin:s on July I. 2020. 
The credit facilities allow for borrowings at various rates that arc dependent. in part. on the Company's public debt ratings and require the 

Company to pay a weighted average quarterly facility fee of approximately 0.03%, regardless of usage. As of December 31, 2015, there were no 

borrowings outstanding under the back-up credit facilities. The weighted average interest rate for short-term debt outstanding as of December 31, 
2014 was 0.36%. 
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On May 20. 2015. in connection with the acquisition of Omnicare. the Company entered into a S 13 billion unsecured bridge loan facility. The 
Company paid approximately $52 million in fees in connection with the facility. The fees were capitalized and amortized as interest expense over the 
period the bridge facility was outstanding. The bridge loan facility expired on July 20, 2015 upon the Company's issuance of unsecured senior 

notes with an aggregate principal of S 15 billion as discussed below. The bridge loan facility fees became fully amortized in July 2015. 

On July 20. 2015. the Company issued an aggregate of $2.25 billion of 1.9% unsecured senior notes due 2018 ("2018 Notes"). an aggregate of $2.75 
billion of2.8% unsecured senior notes due 2020 ("2020 Notes"), an aggregate of S 1.5 billion of 3.5% unsecured senior notes due 2022 ("2022 

Notes"). an aggregate of $3 billion of 3.875% unsecured senior notes due 2025 (''2025 Notes"). an aggregate of $2 billion of 4.875% unsecured 
senior notes due 2035 ("2035 Notes"), and an aggregate of $3.5 billion of5.125% unsecured senior notes due 2045 ("2045 Notes" and, together 

with the 2018 Notes, 2020 Notes, 2022 Notes, 2025 Notes and 2035 Notes, the "Notes'') for total proceeds of approximately S 14.8 billion, net of 

discounts and underwriting fees. The Notes pay interest semi-annually and contain redemption terms which allow or require the Company to 
redeem the Notes at a defined redemption price plus accrued and unpaid interest at the redemption date. The net proceeds of the Notes were used 

to fund the Omnicare acquisition and the acquisition of the pharmacies and clinics of Target. The remaining proceeds were used for general 

corporate purposes. 

Upon the closing of the Omnicare acquisition in August 2015. the Company assumed the long-term debt of Omnicare that had a fair value of 
approximately $3. I billion. $2.0 billion of which was previously convertible into Omnicare shares that holders were able to redeem subsequent to 
the acquisition. During the period from August 18, 2015 to December 31, 2015. all but $5 million of the $2.0 billion of previously convertible debt 
was redeemed and repaid and approximately S0.4 billion in Omnicare term debt assumed was repaid for total repayments of Omnicare debt of 

approximately $2.4 billion in 2015. 

The remaining principal of the Omnicare debt assumed was comprised of senior unsecured notes with an aggregate principal amount of $700 

million ($400 million of 4. 75% senior notes due 2022 and $300 million of 5% senior notes due 2024 ). In September 2015. the Company commenced 
exchange offers for the 4. 75% senior notes due 2022 and the 5% senior notes due 2024 to exchange all validly tendered and accepted notes issued 
by Omnicare for notes to be issued by the Company. This offer expired on October 20, 2015 and the aggregate principal amounts below of each of 

the Omnicare notes were validly tendered and exchanged for notes issued by the Company. 

Interest Rate and Maturity 

4.75% senior notes due 2022 

5% senior notes due 2024 

Total senior notes issued under exchange transaction 

Aggregate 
Principal Amount 

(In Millions) 

$ 

s 

388 

296 

684 

Percentage of Total 
Outstanding 

Principal Amount 
Exchanged 

96.8% 

98.8% 

The Company recorded this exchange transaction as a modification of the original debt instruments. As such, no gain or loss on extinguishment 
was recognized in the Company's consolidated income statement as a result of this exchange transaction and issuance costs were expensed as 
incurred. 

On August 7. 2014, the Company issued $850 million of 2.25% unsecured senior notes due August 12. 2019 and $650 million of 3.375% unsecured 
senior notes due August 12, 2024 (eollectively, the "2014 Notes") for total proceeds of approximately S 1.5 billion, net of discounts and 
underwriting fees. The 2014 Notes pay interest semi-annually and may be redeemed, in whole at any time. or in part from time to time. at the 
Company's option at a defined redemption price plus accrued and unpaid interest to the redemption date. The net proceeds of the 2014 Notes were 
used for general corporate purposes and to repay certain corporate debt. 

On August 7, 2014. the Company announced tender offers for any and all of the 6.25% Senior Notes due 2027. and up to a maximum amount of the 
6.125% Senior Notes due 2039, the 5. 75% Senior Notes due 2041 and the 5. 75% Senior Notes due 20 I 7. for up to an aggregate principal amount of 

$1.5 billion. On August 21. 2014. the Company increased the aggregate principal amount of the tender offers to $2.0 billion and completed the 
repurchase for the maximum amount on September 4. 2014. The Company paid a premium of $490 million in excess of the debt principal in 

connection with the tender offers, wrote off $26 million of unamortized deferred financing costs and incurred $5 million in fees. for a total loss on 
the early 
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ex tinguishment of debt of $521 million. The loss was recorded in income from continuing operations on the consolidated statement of income for 
the year ended December 31. 2014. 

During the year ended December 31. 2014, the Company repurchased the remaining $41 million of outstanding Enhanced Capital Advantage 
Preferred Securities ("ECAPS") at par. The fees and write-off of deferred issuance costs associated with the early cxtinguishmcnt of the ECAPS 

were immaterial. 

On December 2. 2013. the Company issued $750 million of 1.2% unsecured senior notes due December 5. 2016: S 1.25 billion of 2.25% unsecured 
senior notes due December 5. 2018: S 1.25 billion of 4.0% unsecured senior notes due December 5. 2023: and $750 million of 5.3% unsecured senior 
notes due December 5, 2043 (the "2013 Notes") for total proceeds of approximately $4.0 billion, net of discounts and underwriting fees. The 2013 
Notes pay interest semi-annually and may be redeemed. in whole at any time, or in part from time to time. at the Company's option at a defined 
redemption price plus accrued and unpaid interest to the redemption date. The net proceeds of the 2013 Notes were used to repay commercial 

paper outstanding at the time of issuance and to fund the acquisition of Coram in January 2014. The remainder was used for general corporate 

purposes. 

The credit facilities. back-up credit facilities and unsecured senior notes contain customary restrictive financial and operating covenants. The 
covenants do not materially affect the Company's financial or operating flexibility. 

The following is a summary of the Company's required principal debt repayments. excluding unamortized debt discounts, deferred financing costs 

and debt premiums, due during each of the next five years and thereafter, as of December 31, 2015: 

Year Ending December 31: 

In millions 

2016 

2017 

2018 

2019 

2020 

Thereafter 

Total 

7 Leases 

s 

$ 

1.197 

1,113 

3.521 

1.266 

3.224 

17.373 

27.694 

The Company leases most of its retail and mail order locations, ten of its distribution centers and certain corporate offices under noncancelable 

operating leases. typically with initial terms of 15 to 25 years and with options that permit renewals for additional periods. The Company also 
leases certain equipment and other assets under noncancelable operating leases. typically with initial terms of 3 to IO years. In December 2015, in 
connection with the acquisition of the pharmacy and clinic businesses of Target. the Company entered into lease agreements with Target for the 

pharmacy and clinic space within Target stores. Given that the noncancelablc contractual term of the pharmacy lease arrangement exceeds the 
remaining estimated economic life of the buildings being leased. the Company concluded for accounting purposes that the lease terrn was the 
remaining economic life of the buildings. Consequently, most of the individual pharmacy leases are capital leases. Approximately S0.3 billion of 

capital lease obligations were recorded in connection with this transaction. 

Minimum rent on operating leases is expensed on a straight-line basis over the terrn of the lease. In addition to minimum rental payments. certain 
leases require additional payments based on sales volume. as well as reimbursement for real estate taxes, common area maintenance and insurance. 

which arc expensed when incurred. 

The following table is a summary of the Company's net rental expense for operating leases for the years ended December 31: 

/11 millions 2015 2014 2013 

Minimum rentals s 2.317 s 2.320 s 2.210 

Contingent rentals 34 36 41 

2.351 2.356 2.251 

Less: sublease income (22) (21) (21) 

s 2.329 s 2.335 s 2.230 
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The following table is a summary of the future minimum lease payments under capital and operating leases as of December 31. 2015: 

Capital Operating 
In millim1s Leases Leases '" 
2016 

2017 

2018 

2019 

2020 

Thereafter 

Total future lease payments"' 

Less: imputed interest 

Present value of capital lease obligations 

s 

s 

52 s 
94 

70 

69 

69 

970 

1.324 s 
(679) 

645 

(I) Future operating lease payments have not been reduced by minimum sublease rentals of$ I 80 million due in the future under noncancelable subleases. 

2.405 

2.321 

2.197 

2.044 

1.877 

16.837 

27.681 

(2) The Company leases pharmacy and clinic space from Target. Amounts related to such capital and operating leases are reflected above. Amounts due in excess of 
the remaining estimated economic life of the buildings of approximately $1.7 billion arc not reflected herein since the estimated economic life of the buildings is 
shorter than the contractual term of the lease arrangement. 

The Company finances a portion of its store development program through sale-leaseback transactions. The properties arc generally sold at net 

book value. which generally approximates fair value. and the resulting leases generally qualify and arc accounted for as operating leases. The 
operating leases that resulted from these transactions arc included in the above table. The Company docs not have any retained or contingent 

interests in the stores and docs not provide any guarantees. other than a guarantee of lease payments. in connection with the sale-leaseback 

transactions. Proceeds from sale-leaseback transactions totaled $411 million in 2015, $515 million in 2014 and $600 million in 2013. 

8 Medicare Part D 

The Company offers Medicare Part D benefits through SilverScripl, which has contracted with CMS to be a PDP and, pursuant Lo the Medicare 
Prescription Drug, Improvement and Modernization Act of 2003, must be a risk-bearing entity regulated under state insurance laws or similar 

statutes. 

SilverScript is a licensed domestic insurance company under the applicable laws and regulations. Pursuant to these laws and regulations. 

SilverScript must file quarterly and annual reports with the National Association of Insurance Commissioners ("NAlC") and certain state 

regulators. must maintain certain minimum amounts of capital and surplus under a formula established by the NA!C and must. in certain 

circumstances. request and receive the approval of certain state regulators before making dividend payments or other capital distributions to the 

Company. The Company does not believe these limitations on dividends and distributions materially impact its financial position. 

The Company has recorded estimates of various assets and liabilities arising from its participation in the Mt:dicare Pan D program based on 

information in its claims management and enrollment systems. Significant estimates arising from its participation in this program include: 
(i) estimates of low-income cost subsidy. reinsurance amounts. and coverage gap discount amounts ultimately payable to or receivable from CMS 

based on a detailed claims reconciliation that will occur in the following year; (ii) an estimate of amounts receivable from or payable to CMS under 

a risk-sharing feature of the Medicare Part D program design, referred to as the risk corridor and (iii) estimates for claims that have been reported 
and arc in the process of being paid or contested and for our estimate of claims that have been incurred but have not yet been reported. 

As of December 31. 2015 and 2014. amounts due from CMS included in accounts receivable were S 1.6 billion and S 1.8 billion. respectively. 

9 Pension Plans and Other Postretirement Benefits 

Defined Contribution Plans 

The Company sponsors voluntary 401 (k) savings plans that cover all employees who meet plan eligibility requiremellls. The Company makes 

matching contributions consistent with the provisions of the plans. 
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At the participant's option. account balances. including the Company's matching contribution. can be transferred without restriction among 
various investment options. including the Company's common stock fund under one of the defined contribution plans. The Company also 
maintains a nonqualified, unfunded Deferred Compensation Plan for certain key employees. This plan provides participants the opportunity to 
defer portions of their eligible compensation and receive matching contributions equivalent to what they could have received under the CVS 
Health 401 (k) Plan absent certain restrictions and limitations under the Internal Revenue Code. The Company's contributions under the above 
defined contribution plans were S25 l million. S238 million and S235 million in 2015. 2014 and 2013. respectively. 

Defined Benefit Pension Plans 

As of December 31. 2015. the Company sponsored seven defined benefit pension plans. Two of the plans arc tax-qualified plans that arc funded 
based on actuarial calculations and applicable federal laws and regulations. The other five plans arc unfunded nonqualificd supplemental 

retirement plans. As of December 31. 2014 and 2013. the Company sponsored nine defined benefit pension plans. Four of the plans were tax
qualificd plans and the other five plans were unfunded nonqualified supplemental retirement plans. Most of the plans were frozen in prior periods. 

On September 30. 2015. the Company's Board of Directors approved a resolution to merge the four tax-qualified defined benefit plans that existed 
in 2014 and terminate the resulting merged plan. The merger was effective September 30, 2015 and the merged plan termination was effective 
December 31. 2015. It is expected to take approximately 18 to 24 months to complete the settlement of the terminated plan from the date of the 
approved resolution. The assumptions used to calculate the pension liability as of December 31. 2015 reflect the resolution to terminate the merged 
plan. This resulted in the pension liability and pre-tax accumulated other comprehensive income both increasing by S67 million during the three 
months ended December 31. 2015. The pension liability will be settled in either lump sum payments or purchased annuities. Currently. there is not 
enough information available to determine the ultimate cost of the termination; however. based on current market rates the one-time settlement 
charge at final liquidation is estimated to be in the range of approximately S 175 million to $250 million. 

The following tables outline the change in benefit obligations and plan assets over the comparable periods: 

Ill millitm.• 2015 2014 

Change in benefit obligation: 

Benefit obligation at beginning of year s 796 s 694 

Acquisition 8 

Service cost 1 

Interest cost 31 32 

Actuarial loss 45 119 

Benefit payments (36) (41) 

Settlements (9) 

Benefit obligation at end of year s 844 s 796 

/11111illiam 2015 2014 

Change in plan assets: 

Fair value of plan assets at the beginning of the year s 635 s 568 

Acquisitions 5 

Actual return on plan assets (13) 75 

Employer contributions 22 42 

Benefit payments (36) (41) 

Scttlemen ts (9) 

Fair value of plan assets at the end of the year 613 635 

Funded status s (231) s (161) 
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The components of net periodic benefit costs for the years ended December 31. 2015. 2014 and 2013 arc shown below: 

/11 millions 2015 2014 2013 

Components of net periodic benefit cost: 

Interest cost s 31 s 32 s 30 

Expected return on plan assets (33) (31) (34) 

Amortization of net loss 21 16 22 

Sc11lcmcnl loss 3 

Service cost I I 

Net periodic pension cost s 19 s 21 s 19 

Pension Plan Assumptions 

The Company uses a series of actuarial assumptions to determine the benefit obligations and the net benefit costs. The discount rate is determined 
by examining the current yields observed on the measurement date of fixed-interest. high quality investments expected to be available during the 
period to maturity of the related benefits on a plan by plan basis. The discount rate for the merged qua Ii tied plan that has been terminated is 

determined by examining the current assumed lump sum and annuity purchase rates. The expected long-term rate of return on plan assets is 
determined by using the plan's target allocation and historical returns for each asset class on a plan by plan basis. Certain of the Company's 
pension plans use assumptions on expected compensation increases of plan participants. These increases are determined by an actuarial analysis 
of the plan participants. their expected compensation increases. and the duration of their earnings period until retirement. Each of these 
assumptions arc reviewed as plan characteristics change and on an annual basis with input from senior pension and financial executives and the 
Company's external actuarial consultants. 

The discount rate for determining plan benefit obligations was 4.25% for all plans except the merged qualified plan in 2015 and 4% for all plans in 
2014. The discount rate for the merged qualified plan was 3.25% in 2015. The expected long-term rate of return for the plans ranged from 5.75% to 
6.75% in 2015 and ranged from 5.75% to 7.25% in 2014. The rate of compensation increases for certain of the plans with active participants ranged 
from 4% to 6% in 2015 and 2014. 

Return on Plan Assets 

Historically, the Company used an investment strategy which emphasized equities in order lo produce higher expected returns. and in the long run. 
lower expected expense and cash contribution requirements. Beginning in 2013. the Company changed its investment strategy to be liability 

management driven. The qualified pension plan asset allocation targets in 2014 and 2013 were revised lo hold more fixed income investments based 
on the change in the investment strategy. As of December 31. 2015, investment allocations for the two qualified defined benefit plans range from 
80% lo I 00% in fixed income and 0% lo 20% in equities. The following tables show the fair value allocation of plan assets by asset category as of 
December 31, 2015 and 2014. 

/11 millio11.\' 

Cash and money market funds 

Fixed income funds 

Equity mutual funds 

Total assets al fair value 

Cash and money market funds 

Fixed income funds 

Equity mutual funds 

Total assets at fair value 

Level I 

s 

s 

Level I 

s 

s 

Fair value of plan assets at December 31, 2015 

Level 2 Level3 Total 

10 s s s 10 

4 484 488 

115 115 

129 s 484 s s 613 

Fair value of plan assets at December 31, 2014 

Level2 Level 3 Total 

7 s s s 7 

514 514 

84 30 114 

91 s 544 s s 635 
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As of December 31. 2015, the Company's qualified defined benefit pension plan assets consisted of 19% equity. 80% fixed income and 2% money 
market securities of which 21 % were classified as Level I and 79% as Level 2 in the fair value hierarchy. The Company's qualified defined benefit 
pension plan assets as of December 31, 2014 consisted of 18% equity. 81 % fixed income and I% money market securities of which 14% were 
classified as Level I and 86% as Level 2 in the fair value hierarchy. 

The Company continued to have nu investments in Level 3 alternative investments during the years ended December 31, 2015 and 2014. 

Cash Flows 

The Company contributed $22 million. $42 million and $33 million to the pension plans during 2015. 2014 and 2013. respectively. The Company 
plans to make approximately $37 million in contributions to the pension plans during 2016. These contributions include contributions made to 
certain nonqualified benefit plans for which there is no funding requirement. The Company estimates the following future benefit payments which 
are calculated using the same actuarial assumptions used to measure the benefit obligation as of December 31. 2015: 

/11 111illi1111.\· 

2016 s 37 

2017'" 39 

2018 51 

2019 50 

2020 49 

Thereafter 250 
(I) Excludes any payments associated with the ultimate settlement of the terminated plan discussed above. 

M11/tie111ployer Pension Plans 

The Company also contributes to a number of multicmploycr pension plans under the terms of collective-bargaining agreements that cover its 
union-represented employees. The risks of participating in these multicmploycr plans arc different from single-employer pension plans in the 

following aspects: (i) assets cunlributed tu the multiempluyer plan by one employer may be used tu provide benefits tu employees of other 
participating employers, (ii) if a participating employer stops contributing to the plan, the unfunded obligations of the plan may be borne by the 
remaining participating employers. and (iii) if the Company chooses to stop participating in some of its multiemployer plans, the Company may be 
required to pay those plans an amount based on the underfunded status of the plan. referred to as a withdrawal liability. 

None of the multicmploycr pension plans in which the Company participates are individually significant to the Company. Total Company 
contributions to multicmploycr pension plans were S 14 million in 2015 and 2014 and S 13 million in 2013. 

Other Postretirement Benefits 

The Company provides postrctircmcnt health care and life insurance benefits to certain retirees who meet eligibility requirements. The Company's 
funding policy is generally to pay covered expenses as they arc incurred. For retiree medical plan accounting. the Company reviews external data 
and its own historical trends for health care costs to determine the health care cost trend rates. As of December 31, 2015 and 2014, the Company's 
other postrctiremcnt benefits have an accumulated postrctircmcnt benefit obligation of $33 million and $31 million. respectively. Net periodic 
benefit costs related to these other postretirement benefits were $2 million in 2015, SI million in 2014. and $11 million in 2013. The net periodic 
benefit costs for 2013 include a settlement loss of $8 million. 

Pursuant to various collective bargaining agreements. the Company also contributes to multicmployer health and welfare plans that cover certain 
union-represented employees. The plans provide postrctiremcnt health care and life insurance benefits to certain employees who meet eligibility 
requirements. Total Company contributions to multicmploycr health and welfare plans were $60 million. $58 million and $55 million in 2015, 2014 and 
2013. respectively. 
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10 Stock Incentive Plans 

Stock-based compensation expense is measured al the grant date based on the fair value of the award and is recognized as expense over the 
requisite service period of the stock award (generally three to five years) using the straight-line method. 

Compensation expense related to stock options, which includes the Employee Stock Purchase Plan (the "ESPP") totaled $90 million. $103 million 
and S l 00 million for 2015. 2014 and 2013. respectively. The recognized tax benefit was $26 million, $33 million and S32 million for 2015, 2014 and 
2013. respectively. Compensation expense related to restricted stock awards totaled S 140 million, S62 million and S4 l million for 2015. 2014 and 2013, 
respectively. Stock-based compensation for the year ended December 3 l.2015 includes $38 million associated with accelerated vesting of restricted 
stock replacement awards issued lo Omnicare executives who were terminated subsequent to the acquisition. 

The ESPP provides for the purchase of up lo 15 million shares of common stock. In March 2013, the Board of Directors approved an amendment to 
the ESPP lo provide an additional 15 million shares of common stock for issuance. Under the ESPP, eligible employees may purchase common 
stock at the end of each six month offering period al a purchase price equal lo 85% of the lower of the fair market value on the first day or the last 
day of the offering period. During 2015. approximately l million shares of common stock were purchased under the provisions of the ESPP at an 
average price of S72.2 l per share. As of December 31, 2015, approximately 14 million shares of common stock were available for issuance under the 

ESPP. 

The fair value of stock-based compensation associated with the ESPP is estimated on the date of grant (the first day of the six month offering 
period) using the Black-Scholes Option Pricing Model. 

The following table is a summary of the assumptions used to value the ESPP awards for each of the respective periods: 

2015 2014 2013 

Dividend yield'" 0.71% 0.75% 

Expected volatility"' 13.92% 14.87% 

Risk-free interest rate"' 0.11% 0.08% 

Expected life (in years/' 0.5 0.5 

Weighted-average grant date fair value s 18.72 s 13.74 s 

(I) The dividend yield is calculated based on semi-annual dividends paid and the fair market value of the Company·s stock at the grant date. 
(2) The expected volatility is based on the historical volatility of the Company's daily stock market prices over the previous six month period. 
(3) The risk-free interest rate is based on the Treasury constant maturity interest rate whose term is consistent with the expected term of ESPP options (i.e., 6 

months). 
( 4) The expected life is based on the semi-annual purchase period. 

0.86% 

16.94% 

0.!0% 

0.5 

10.08 

The terms of the Company's Incentive Compensation Plan ("!CP") provide for grants of annual incentive and long-term performance awards to 
executive officers and other officers and employees of the Company or any subsidiary of the Company. Payment of such annual incentive and 
long-term performance awards will be in cash, stock, other awards or other property, at the discretion of the Management Planning and 
Development Committee of the Company's Board of Directors. The !CP allows for a maximum of 74 million shares to be reserved and available for 
grants. The !CP is the only compensation plan under which the Company grants stock options. restricted stock and other stock-based awards to 

its employees. with the exception of the Company's ESPP. In November 2012, the Company's Board of Directors approved an amendment to the 
ICP lo eliminate the share recycling provision of the ICP. As of December 31, 2015, there were approximately 24 million shares available for future 
grants under the ICP. 

The Company's restricted awards are considered nonvcstcd share awards and require no payment from the employee. Compensation cost is 
recorded based on the market price of the Company's common stock on the grant date and is recognized on a straight-line basis over the requisite 
service period. The Company granted 2.695.000. 2.708.000 and 1.715.000 restricted stock units with a weighted average fair value of$100.81, $73.60 
and S54.30 in 2015, 2014 and 2013, respectively. As of December 31, 2015, there was S268 million of total unrecognized compensation cost related to 

the restricted stock units that are expected to vest. These costs are expected to be recognized over a weighted-average period of2.61 years. The 
total fair value of restricted shares vested during 2015. 2014 and 2013 was S 164 million, $57 million and S4 l million. respectively. 
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The following table is a summary of the restricted stock unit and restricted share award activity for the year ended December 31, 2015. 

\\'eightcd Average 
Grnnt Date 

Units i11 tlwusa111/s Units Fair Value 

Nonvcstcd at beginning of year 4.677 s 51.90 

Granted 2.695 s 100.81 

Vested (1.646) s 103.82 

Forfeited (308) s 73.61 

Non vested at end of year 5.418 s 59.22 

All grants under the ICP arc awarded at fair value on the date of grant. The fair value of stock options is estimated using the Black-Scholes Option 
Pricing Model and stock-based compensation is recognized on a straight-line basis over the requisite service period. Stock options granted 
generally become exercisable over a four-year period from the grant date. Stock options generally expire seven years after the grant date. 

Excess tax benefits of$127 million, $106 million and $62 million were included in financing activities in the accompanying consolidated statements 
of cash flow during 2015, 2014 and 2013, respectively. Cash received from stock options exercised. which includes the ESPP. totaled $299 million. 

$421 million and $500 million during 2015. 2014 and 2013. respectively. The total intrinsic value of stock options exercised was $394 million. $372 
million and $282 million in 2015, 2014 and 2013, respectively. The total fair value of stock options vested during 2015, 2014 and 2013 was $334 

million. $292 million and $329 million, respectively. 

The fair value of each stock option is estimated using the Black-Scholes option pricing model based on the following assumptions at the time of 

grant: 

Dividend yield"' 

Expected volatility'" 

Risk-free interest rate'" 

Expected life (in years/" 

Weighted-average grant date fair value 

2015 

s 

1.37% 

18.07% 

1.24% 

4.2 

14.01 s 

(I) The dividend yield is based on annual dividends paid and the fair market value of the Company's stock al the grant date. 

2014 2013 

1.47% 1.65% 

19.92% 30.96% 

1.35% 0.73% 

4.0 4.7 

11.04 s 12.50 

(2) The expected volatility is estimated using the Company's historical volatility over a period equal to the expected life of each option grant after adjustments for 
infrequent events such as stock splits. 

(3) The risk-free interest rate is selected based on yields from U.S. Treasury zero-coupon issues with a remaining term equal to the expected term of the options being 
valued. 

(4) The expected life represents the number of years the options arc expected to be outstanding from grant date based on historical option holder exercise experience. 

As of December 31, 2015, unrecognized compensation expense related to unvested options totaled $91 million. which the Company expects to be 
recognized over a weighted-average period of 1.72 years. After considering anticipated forfeitures. the Company expects approximately 12 million 
of the unvcstcd stock options to vest over the requisite service period. 
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The following table is a summary of the Company's stock option activity for the year ended De.:ember 31. 2015: 

Shares i11 tlwu.\·and\' 

Outstanding at December 31, 2014 

Granted 

Exercised 

Forfeited 

Expired 

Outstanding al December 31, 2015 

Exercisable at December 31, 2015 

Vested at December 31, 2015 and expected 
to vest in the future 

11 Income Taxes 

Shares 

28.166 

3,772 

(6.425) 

(902) 

(270) 

24,341 

11,847 

23. 765 

Weighted 
A \'Crage 

Exercise Price 

s 47.87 

$ 102.25 

s 40.68 

s 66.81 

s 38.03 

s 57.60 

$ 42.17 

$ 56.96 

Weighted 
A\'erage 

Remaining Aggregate 
Contractual Intrinsic 

Term Value 

3.88 s 993.965.110 

2.66 s 658. 732.653 

3.84 s 984, 746.487 

The income tax provision for continuing operations consisted of the following for the years ended December 31: 

111 millio11s 

Current: 

Federal 

State 

Deferred: 

Federal 

State 

Total 

s 

s 

2015 

3.065 

555 

3.620 

(180) 

(54) 

(234) 

3.386 

2014 

s 2.581 

495 

3.076 

(43) 

(43) 

s 3,033 

2013 

s 2,623 

437 

3,060 

(115) 

(17) 

(132) 

$ 2.928 

The following table is a reconciliation of the statutory income tax rate to the Company's effective income tax rate for continuing operations for the 

years ended December 31: 

Statutory income tax rate 

State income taxes. net of federal tax benefit 

Other 

Effective income tax rate 

59 

2015 

35.0% 

4.0 

0.3 

39.3% 

2014 2013 

35.0% 35.0% 

4.3 4.0 

0.2 (0.1) 

39.5% 38.9% 
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The following table is a summary of the significant components of the Company's deferred tax assets and liabilities as of December 31: 

In millions 

Deferred tax assets: 

Lease and rents 

Inventory 

Employee benefits 

Allowance for doubtful accounts 

Retirement benefits 

Net operating loss and capital loss carryforwards 

Deferred income 

Other 

Valuation allowance 

Total deferred tax assets 

Deferred tax liabilities: 

Inventories 

Depreciation and amortization 

Total deferred tax liabilities 

Net deferred tax liabilities 

Net deferred tax assets (liabilities) arc presented on the consolidated balance sheets as follows: 

/11 millions 

Defern:d tax assets-rnrrent 

Deferred tax assets-nuncurrent (included in uther assets) 

Deferred tax liabilitics-noneurrent 

Net deferred tax liabilities 

s 

s 

$ 

s 

2015 

378 s 
99 

359 

279 

105 

115 

83 

498 

(115) 

1,801 

(6,018) 

(6,018) 

(4.217) $ 

2015 

1,220 $ 

(5.437) 

(4.217) s 

2014 

2014 

396 

311 

164 

80 

74 

261 

297 

(5) 

1,578 

(18) 

(4,572) 

(4.590) 

(3,012) 

985 

39 

(4,036) 

(3,012) --------

The Company assesses positive and negative evidence to determine whether it is more likely than not some portion of a deferred tax asset would 
not be realized. When it would not, a valuation allowance is established for such portion ofa deferred tax asset. The Company's valuation 
allowance increased by S 110 million in the current year. a majority of which relates to capital losses assumed in the Omnicare acquisition. 

A reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows: 

/11 millim1.•· 

Beginning balance 

Additions based on tax positions related to the current year 

Additions based on tax positions related to prior years 

Reductions for tax positions of prior years 

Expiration of statutes of limitation 

Settlements 

Ending balance 

2015 

$ 

s 

188 s 
57 

122 

(II) 

(13) 

(5) 

338 s 

20U 2013 

117 s 80 

32 19 

70 37 

(15) (I) 

(15) (17) 

(I) (I) 

188 s 117 

The Company and most of its subsidiaries arc subject to U.S. federal income tax as well as income tax of numerous state and local jurisdictions. 
The Company is a participant in the Compliance Assurance Process ('"CAP"), which is a voluntary program offered by the Internal Revenue 

Service ("IRS") under which participating taxpayers work collaboratively with the IRS to identify and resolve potential tax issues through open, 

cooperative and transparent interaction prior to the filing of their federal income tax. The IRS is currently examining the Company's 2014 and 2015 
consolidated U.S. federal income tax returns. 
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The Company and its subsidiaries arc also currently under income tax examinations by a number of state and local tax authorities. As of December 
31. 2015. no examination has resulted in any proposed adjustments that would result in a material change to the Company's results of operations. 
financial condition or liquidity. 

Substantially all material state and local income tax matters have been concluded for fiscal years through 20 I 0. Although certain state exams will be 
concluded and certain state statutes will lapse in 2016, the change in the balance of our uncertain tax positions will be immaterial. In addition. it is 
reasonably possible that the Company's unrecognized tax benefits could significantly change within the next twelve months due to the anticipated 

conclusion of various examinations with the IRS for various years. An estimate of the range of the possible change cannot be made at this time. 

The Company recognizes interest accrued related to unrecognized tax benefits and penalties in income tax expense. The Company recognized 

interest of approximately $5 million during the year ended December 31. 2015. $6 million during the year ended December 31. 2014. and $4 million 
during the year ended December 31. 2013. The Company had approximately S 16 million and S 11 million accrued for interest and penalties as of 
December 31, 2015 and 2014, respectively. 

There are no material uncertain tax positions as of December 31, 2015 the ultimate deductibility of which is highly certain but for which there is 

uncertainty about the timing. If there were. any such items would impact deferred tax accounting only. not the annual effective income tax rate. and 
would accelerate the payment of cash to the taxing authority to a period earlier than expected. 

As of December 31. 2015. the total amount of unrecognized tax benefits that, if recognized. would affect the effective income tax rate is 
approximately $292 million. after considering the federal benefit of state income taxes. 

12 Commitments and Contingencies 

Lease Guarantees 

Between 1991 and 1997. the Company sold or spun off a number of subsidiaries. including Bob's Stores. Linens 'n Things, Mars halls. Kay-Bee 
Toys. Wilsons. This End Up and Footstar. In many cases. when a former subsidiary leased a store. the Company provided a guarantee of the 
store's lease obligations. When the subsidiaries were disposed of. the Company's guarantees remained in place. although each initial purchaser 

has agreed to indemnify the Company for any lease obligations the Company was required to satisfy. If any of the purchasers or any of the former 
subsidiaries were to become insolvent and failed to make the required payments under a store lease. the Company could be required to satisfy 
these obligations. 

As of December 31, 2015, the Company guaranteed approximately 72 such store leases (excluding the lease guarantees related to Linens 'n Things. 
which are discussed in Note I). with the maximum remaining lease term extending through 2026. Management believes the ultimate disposition of 
any of the remaining guarantees will not have a material adverse effect on the Company's consolidated financial condition, results of operations or 
future cash flows. 

Legal Matters 

The Company is a party to legal proceedings. investigations and claims in the ordinary course of its business. including the matters described 
below. The Company records accruals for outstanding legal matters when it believes it is probable that a loss will be incurred and the amount can 
be reasonably estimated. The Company evaluates. on a quarterly basis. developments in legal matters that could affect the amount of any accrual 
and developments that would make a loss contingency both probable and reasonably estimable. Ifa loss contingency is not both probable and 
estimable. the Company does not establish an accrued liability. None of the Company's accruals for outstanding legal matters are material 
individually or in the aggregate to the Company's financial position. 

The Company's rnntingencies are subject to signilicant uncertainties, including, among other factors: (i) the procedural status of pending matters; 
(ii) whether class action status is sought and certified; (iii) whether asserted claims or allegations will survive dispositive motion practice; (iv) the 

extent of potential damages, fines or penalties, which are often unspecified or indeterminate; (v) the impact of discovery on the legal process; 

(vi) whether novel or unsettled legal theories are at issue; (vii) the settlement posture of the parties, and/or (viii) in the case of certain government 
agency investigations. whether a sealed qui tam lawsuit r·whistleblower" action) has been Ii led and whether the government agency makes a 
decision to intervene in the lawsuit following investigation. 
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Except as otherwise noted. the Company cannot predict with certainty the timing or outcome of the legal matters described below. and is unable to 
reasonably estimate a possible loss or range of possible loss in excess of amounts already accrued for these matters. 

Caremark (the term "Caremark'' being used herein to generally refer to any one or more PBM subsidiaries of the Company, as applicable) 

was named in a putative class action lawsuit filed in October 2003 in Alabama state court by John Lauriello, purportedly on behalf of 
participants in the 1999 settlement of various securities class action and derivative lawsuits against Caremark and others. Other 

defendants include insurance companies that provided coverage to Caremark with respect to the settled lawsuits. The Lauricllo lawsuit 
seeks approximately $3.2 billion in compensatory damages plus other non-specified damages based on allegations that the amount of 
insurance coverage available for the settled lawsuits was misrepresented and suppressed. A similar lawsuit was filed in November 2003 
by Frank McArthur. also in Alabama state court. naming as defendants. among others. Caremark and several insurance companies 
involved in the 1999 settlement. This lawsuit was stayed as a later-filed class action, but McArthur was subsequently allowed to 
intervene in the Lauriello action. Following the close of class discovery, the trial court entered an Order on August 15, 2012 that granted 
the plaintiffs· motion to certify a class pursuant to Alabama Rule of Civil Procedures 23(b)(3) but denied their request that the class also 

be certified pursuant to Rule 23(b)( I). In addition, the August I 5, 2012 Order appointed class representatives and class counsel. On 
September I 2. 20 I 4. the Alabama Supreme Court affirmed the trial court's August I 5. 20 I 2 Order. In November 2015. the trial court ruled 
on the parties' motions for summary judgment. The Court granted in part and denied in part plaintiffs' motion for summary judgment and 

the Court denied Carcmark's motion for summary judgment. The parties engaged in mediation in January 2016. The case is proceeding and 
trial is currently scheduled to begin on February 19. 2016. 

Beginning in August 2003, various lawsuits were filed by pharmacies alleging that Caremark and other PBMs were violating certain 
antitrust laws. In August 2003, Bellevue Drug Co., Robert Schreiber, Inc. d/b/a Bums Pharmacy and Rehn-Hucrbingcr Drug Co. d/b/a 
Parkway Drugs #4. together with Pharmacy Freedom Fund and the National Community Pharmacists Association filed a putative class 

action against Caremark in the United States District Court for the Eastern District of Pennsylvania. seeking treble damages and injunctive 
relief. This case was initially sent to arbitration based on the contract terms between the pharmacies and Caremark. but later returned to 
federal court, where it currently remains. In addition, in October 2003, two independent pharmacies, North Jackson Pharmacy, Inc. and 
C&C, Inc. d/b/a Big C Discount Drugs, Im:., filed three separate putative class action complaints in the United States District Court for the 
Northern District of Alabama. all seeking treble damages and injunctive relief. One complaint named three Caremark entities as 
defendants, and the other two complaints named PBM competitors. The North Jackson Pharmacy case against two of the Caremark 
entities was transferred to the United States District Court for the Northern District of Illinois; the case against the third Caremark entity 
was sent to arbitration based on contract terms between the pharmacies and that entity. The arbitration was stayed at the parties' request 
and later closed by the American Arbitration Association. 

In August 2006, the Judicial Panel on Multidistrict Litigation issued an order transferring all related PBM antitrust cases, including the 
North Jackson Pharmacy cases. to the United States District Court for the Eastern District of Pennsylvania for coordinated and 

consolidated prm:eedings with the cases originally tiled in that court, including the Bellevue matter. The consolidated action is now 
known as fn re Pharmacy Bene.fl! Managers Anlilrus/ li1igalion. A motion for class certification filed by the North Jackson Pharmacy 
plaintiffs against the Caremark defendants in August 2015 is currently pending. In the Bellevue matter. the parties are in the early stages 

of discovery. 

In February 2006. two substantially similar putative class action lawsuits were filed in the U.S. District Court for the Eastern District of 
Kentucky. and were consolidated and entitled Indiana State Dist. Council of Laborers & HOD Carriers Pension & Welfare Fund v. 
Omnicare, Inc .. el al .. No. 2:06cv26. The consolidated complaint was tiled against Omnicare. three of its officers and two of its directors 
and purported to be brought on behalf of all open-market purchasers of Omnicare common stock from August 3. 2005 through July 27, 

2006. as well as all purchasers who bought shares of Omnicare common stock in Omnicare 's public offering in December 2005. The 
complaint alleged violations of the Securities Exchange Act of 1934 and Section 11 of the Securities Act of 1933 and sought. among other 
things. compensatory damages and injunctive relief. After dismissals and appeals to the United States Court of Appeals for the Sixth 
Circuit. the United States Supreme Court remanded the case to the district court. In October 2015. the court granted plaintiffs' motion to 
tile a third amended complaint. In December 2015. Omnicare filed a motion to dismiss plaintiffs' third amended complaint. 

In December 2007, the Company received a document subpoena from the Office of Inspector General ("OIG") within the U.S. Department 

of Health and Human Services, requesting information relating to the processing of Medicaid and certain other government agency claims 
on behalf of its clients (which allegedly resulted in underpayments from our 

62 



Noles lo Consolidaled Financial Statements (conlinued) 

pharmacy benefit management clients to the applicable government agencies) on one of the Company's adjudication platforms. In 

September 2014. the Company settled the OIG 's claims. as well as related claims by the Department of Justice and private plaintiffs. 

without any admission of liability. The Company is in discussions with the OIG concerning other claim processing issues. 

In November 2009, a securities class action lawsuit was filed in the United States District Court for the District of Rhode Island by Richard 

Medoff, purportedly on behalf of purchasers of CVS Health Corporation stock between May 5, 2009 and November 4. 2009. An amended 
complaint extended that time period back to October 30. 2008. The lawsuit names the Company and certain officers as defendants and 
includes allegations of securities fraud relating to public disclosures made by the Company concerning the PBM business and allegations 
of insider trading. In addition, a shareholder derivative lawsuit was tiled by Mark Wuotila in December 2009 in the same court against the 
directors and certain officers of the Company. This lawsuit, which has remained stayed pending developments in the related securities 
class action. includes allegations of. among other things. securities fraud. insider trading and breach of fiduciary duties and further 

alleges that the Company was damaged by the purchase of stock at allegedly inllatcd prices under its share repurchase program. In 
January 2011, both lawsuits were transferred to the United States District Court for the District of New Hampshire. In August 2015. the 
Parties reached an agreement in principle to settle the Medoff action for $48 million. In September 2015. the Parties filed a joint stipulation 

seeking preliminary approval for this settlement. Preliminary approval was granted in November 2015 and the final approval hearing 
occurred in January 2016. The Company denies any wrongdoing. and agreed to a settlement to avoid the burden. uncertainty and 

distraction of litigation. The settlement will be funded by insurance proceeds. The Wuotila derivative matter remains pending. 

As part of a previously disclosed civil settlement agreement entered into by Omnicare with the U.S. Attorney's Office. for the District of 
Massachusetts in November 2009, Omnicare also entered into an amended and restated corporate integrity agreement ("CIA") with the 
OIG with a term of fi vc years from November 2. 2009 with certain provisions continuing for a period after the term. In October 2015, 
Omnicare received a closure letter from the OIG. The Company is continuing discussions with the OIG around the CIA and its compliance 

program. 

In March 20 I 0, the Company learned that various State Attorneys General offices and certain other government agencies were 
conducting a multi-state investigation of certain of the Company's business practices similar to those being investigated at that time by 
the U.S. Federal Trade Commission ('"FTC"). Twenty-eight states, the District of Columbia and the County of Los Angeles arc known to 
be participating in this investigation. The prior FTC investigation. which commenced in August 2009, was officially concluded in May 

2012 when the consent order entered into between the FTC and the Company became final. The Company has cooperated with the multi
statc investigation. 

In March 2010, the Company received a subpoena from the OIG requesting information about programs under which the Company has 
offered customers remuneration conditioned upon the transfer of prescriptions for drugs or medications to the Company's pharmacies in 

the form of gift cards, cash. non-prescription merchandise or discounts or coupons for non-prescription merchandise. The subpoena 
relates to an investigation of possible false or otherwise improper claims for payment under the Medicare and Medicaid programs. The 
Company has provided documents and other information in response to this request for information. 

On October 29. 2010. a qui tam complaint entitled United States et al .. ex rel. Banigan and Templin v. Organon USA. Inc .. Omnicare. Inc. 
and PharMerica Corporation. Civil No. 07-12153-RWZ. that had been filed under seal with the U.S. District Court in Boston. 
Massachusetts, was ordered unscaled by the court. The complaint was brought by James Banigan and Richard Templin. former 
employees ofOrganon. as private party qui tam rclators on behalf of the federal government and several state and local governments. 
The action alleges civil violations of the False Claims Act based on allegations that Organon and its affiliates paid Omnicare and several 
other long-term care pharmacies rebates. post-purchase discounts and other forms of remuneration in return for purchasing 
pharmaceuticals from Organon and taking steps to increase the purchase of Organon 's drugs in violation of the Anti-Kickback Statute. 
The U.S. Department of Justice declined to intervene in this action. The court denied Omnicare 's motion to dismiss in June 2012. 
Discovery is closed in this matter. The Company believes that the allegations arc without merit. 

In January 20 I 2. the United States District Court for the Eastern District of Pennsylvania unscaled a first amended qui tam complaint filed 

in August 2011 by an individual rclator. Anthony Spay, who is described in the complaint as having once been employed by a firm 

providing pharmacy prescription benefit audit and recovery services. The complaint seeks monetary damages and alleges that Caremark 's 

processing of Medicare claims on bchal f of one of its clients violated the federal False Claims Act. The United States declined to 
intervene in the lawsuit. In September 
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2015. the Court granted Caremark's motion for summary judgment in its entirety. and entered judgment in favor of Caremark and against 

Spay. In October 2015. Spay filed a notice of appeal in the United States Court of Appeals for the Third Circuit. 

In November 2012. the Company received a subpoena from the OIG requesting information concerning automatic refill programs used by 
pharmacies to refill prescriptions for customers. The Company has been cooperating and providing documents and other information in 

response to this request for information. 

In 2013. Omnicare received subpoenas seeking information regarding Omnicare 's nationwide billing practices with regard to National 
Drug Code overrides and Omnicare ·s May 2008 acquisition of Pure Service Pharmacy. In 2014. Omnicare received subpoenas seeking 
information regarding Omnicare 's Auto Label Verification system and Omnicarc's per diem arrangements. Omnicare has produced 
documents and provided information in response to these subpoenas and continues to cooperate in the investigations. 

On March 22, 2013, a qui lam complaint entitled United States el al. ex rel. Susan Ruscher v. Omnicare. Inc. el al .. Civil No. 08-cv-3396, 

which had been filed under seal in the U.S. District Court for the Southern District of Texas. was unscaled by the court. The complaint 
was brought by Susan Ruscher as a private party qui lam re la tor on behalf of the federal government and several state governments 
alleging violations of the federal False Claims Act and analogous state laws based upon allegations that Omnicare 's practices relating to 
customer collections violated the Anti-Kickback Statute. In September 2015, the court granted summary judgment dismissing all claims 

against Omnicare and denied relator's motion for summary judgment related to Omnicare 's counterclaims and thereafter. in October 2015. 
the court entered a final judgment for Omnicare and stayed trial on the counterclaims pending an appeal from the relator. In October 2015. 
plaintiffs filed a notice of appeal in the United States Court of Appeals for the Fifih Circuit. 

In March 2014. the Company received a subpoena from the United States Attorney's Office for the District of Rhode Island. requesting 
documents and information concerning bona fide service fees and rebates received from pharmaceutical manufacturers in connection with 
certain drugs utilized under Part D of the Medicare Program, as well as the reporting of those fees and rebates to Part D plan 
spunsors. The Company has been cuoperating with the government and providing documents and information in response to the 
subpoena. 

The U.S. Department of Justice. through the U.S. Attorney's Office for the Western District of Virginia. investigated whether Omnicare 's 
activities in connection with the agreements it had with the manufacturer of the pharmaceutical Dcpakotc violated the False Claims Act or 
the Anti-Kickback Statute. Omnicare cooperated with this investigation and believes that it has complied with applicable laws and 
regulations with respect to this matter. In connection with this matter. on December 22. 2014. the U.S. Department of Justice filed a civil 
complaint-in-intervention in two qui Jam complaints. entitled United States. el al .. ex rel. Spetter v. Abbott Laboratories. Inc .. Omnicare. 

Inc .. and PharMerica Corp .. No. 1 :07-cv-00006 and United States. el al., ex rel. McCoyd v. Abbott Laboratories. Omnicare. Inc .. 
PharMerica Corp .. and Miles White. No. I :07-cv-00081, alleging civil violations of the False Claims Act in connection with the 
manufacturer agreements described above. In July 2015. the parties filed a Joint Motion to Stay the Litigation stating that the parties have 

reached a proposed resolution of the monetary terms of a potential settlement agreement. These financial terms arc contingent on 
approval by authorized officials at the Department of Justice. negotiation of terms ofa settlement agreement. approval and releases from 

the OIG. the National Association of Medicaid Fraud Control Units. and the Department of Justice. and coordination with discussions 
with the United States regarding other ongoing matters. While the Company believes that a final settlement will be reached. there can be 
no assurance that any final settlement agreement will be reached or as to the final terms of such settlement. 

In May 20 I 5. the Company entered into a settlement agreement with the U.S. Attorney's Office for the Middle District of Florida. 
resolving alleged violations of the Controlled Substances Act ("CSA"). The Company paid a fine of$22 million in connection with the 
seltlement. The Cumpany is alsu undergoing several audits by the Drug Enforcement Agency ( .. DEA") Administrator and is in 
discussions with the DEA and the U.S. Attorney's Office in several locations concerning allegations that the Company has violated 
certain requirements of the CSA. Whether agreements can be reached and on what terms is uncertain. 

In May 2015. the Company received a subpoena from the OIG requesting information and documents concerning the Company's 

automatic refill programs. adherence outreach programs. and pharmacy customer incentives. particularly in connection with claims for 

reimbursement made to the Minnesota Medicaid program. The Company has been cooperating with the investigation and providing 
information in response to the subpoena. 
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In July 2015. the U.S. District Court in the District of Massachusetts dismissed all claims alleged in a qui lam lawsuit that had been 
brought against the Company by a pharma.:y auditor and a former CVS pharmacist. The lawsuit, which was initially filed under seal in 
2011. alleged that the Company violated the federal False Claims Act. as well as the false claims acts of several states. by overcharging 
state and federal governments in connection with prescription drugs available through the Company's Health Savings Pass program, a 
membership-based program that allows enrolled customers special pricing for typical 90-day supplies of various generic prescription 
drugs. The federal government had dedined lo intervene in the case. The plaintilfa are appealing the dismissal lo the U.S. Court of 
Appeals for First Circuit. 

On July 27. 2015. a consolidated class action complaint was filed by plaintiffs naming Omnicare. the members of the Omnicare Board of 
Directors. CVS Health. CVS Pharmacy. Inc. and its merger subsidiary as defendants. The complaint alleged that the members of the 
Omnicare Board of Directors breached their fiduciary duties to Omnicarc's stockholders during merger negotiations by entering into the 
merger agreement and approving the merger. and the CVS parties aided and abetted such breaches of fiduciary duties. In September 2015. 
the court granted plaintiffs' voluntary notice of dismissal of all allegations against the defendants. 

The Attorney General of the State of Texas issued civil investigative demands and other requests in February 20! 2. May 20 I 4. and May 
2015. and has continued its investigation concerning the Health Savings Pass program and other pricing practices with respect to claims 
for reimbursement from the Texas Medicaid program. 

In July and September 20! 5. two related putative class actions, Corcoran el al. v. CVS Health Corp., and Podgorny el al. v. CVS Health 
Corp .. were filed against the Company in the United Stales District Court in the Northern District of California and the Northern District of 
Illinois. respectively. The two cases have been consolidated in United States District Court in the Northern District of California. The 
consolidated second amended complaint alleges that plaintiffs overpaid for prescriptions for generic drugs filled at CVS pharmacies. The 
plaintiffs seek damages and injunctive relief under the consumer protection statutes and common laws of certain states. The Company 
has moved to dismiss the second amended complaint. 

In September 2015. Omnicare was served with an administrative subpoena by the DEA. The subpoena seeks documents related to 
controlled substance policies. procedures. and practices at eight pharmacy locations from May 20 I 2 to present. The Company has been 
cooperating and providing documents in response to this administrative subpoena. 

In October 20! 5. Omnicare received a Civil Investigative Demand from the United States Attorney's Office for the Southern District of 

New York requesting information and documents concerning Omnicare 's cycle fill process for assisted living facilities. The Company has 
been cooperating with the government and providing documents and information in response to the Civil Investigative Demand. 

In October 20 I 5. the Company received from the U.S. Department of Justice a Civil Investigative Demand requesting documents and 
information in connection with a False Claims Act investigation concerning allegations that the Company submitted. or caused to be 
submitted, to the Medicare Part D program prescription drug event data that misrepresented true prices paid by the Company's PBM to 
pharmacies for drugs dispensed lo Part D beneficiaries with prescription benefits administered by the Company's PBM. The Company 
has been cooperating with the government and providing documents and information in response to the Civil Investigative Demand. 

In November 2015. the United States District Court for the Eastern District of Pennsylvania unsealed a second amended qui lam 
complaint filed in September 2015, in an action captioned The United States of America ct al. ex rel. Sally Schimelpfeinig and John Segura 
v. Dr. Rcddy's Laboratories Limited el al. The U.S. Department of Justice declined to intervene in this action. The rclators allege that the 
Company. Walgrccns, Wal-Mart. and Dr. Rcddy's Laboratories violated the federal and various state False Claims Acts by dispensing 
prescriptions in unit dose packaging supplied by Dr. Rcddy's that was not compliant with the Consumer Product Safety Improvement Act 
and the Poison Preventive Packaging Act and thereby allegedly rendering the drugs misbranded under the Food. Drug & Cosmetic Act. 

The Company is also a party to other legal proceedings. government investigations, inquiries and audits arising in the normal course of its 
business. none of which is expected lo be material to the Company. The Company can give no assurance. however, that its business, financial 

condition and results of operations will not be materially adversely affected, or that the Company will not be required to materially change its 
business practices, based on: (i) future enactment of new health care or other laws or regulations; (ii) the interpretation or application of existing 

laws or regulations as they may relate to the Company's 
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business. the pharmacy services. retail pharmacy. long-term care pharmacy or retail clinic industries or to the health care industry generally; 
(iii) pending or future federal or state governmental investigations of the Company's business or the pharmacy services. retail pharmacy. long-term 
care pharmacy or retail clinic induslly or of the health care industry gent:rally; (iv) pending or future government enforct:mt:nt actions against the 
Company; (v) adverse developments in any pending qui tam lawsuit against the Company. whether scaled or unscaled. or in any future qui tam 
lawsuit that may be filt:d against the Company; or (vi) adverse developments in pending or future legal proceedings against the Company or 
affecting the pharmacy services. retail pharmacy. long-term care pharmacy or retail clinic industry or the health care industry generally. 

13 Segment Reporting 

The Company currently has three reportable segments: Pharmacy Services. Retail/L TC and Corporate. The Rctail/L TC Segment includes the 

operating results of the Company's Retail Pharmacy and L TC operating segments as the operations and economics characteristics arc similar. The 
Company's segments maintain separate financial information for which operating results arc evaluated on a regular basis by the Company's chief 
operating decision maker in deciding how to allocate resources and in assessing performance. 

The Company evaluates its Pharmacy Services and Rctail/L TC segment performance based on net revenue, gross profit and operating profit before 
the effect of nonrecurring charges and certain interscgment activities. The Company evaluates the performance of its Corporate Segment based on 
operating expenses before the effect of discontinued operations. nonrecurring charges. and certain intcrsegmcnt activities. Sec Note I for a 
description of the Pharmacy Services. Rctail/L TC and Corporate segments and related significant accounting policies. 

The following table is a reconciliation of the Company's business segments to the consolidated financial statements: 

Pharmacv Services Retail/LTC Corpora le lnlersegment Consolidated 
In nrilliom· Segm.ent 111m Segment"' Segment Eliminations'" Totals 

2015: 

Net revenues s I 00.363 s 72,007 s s (19,080) s 153.290 

Gross profit 5.227 21.992 (691) 26.528 

Operating profit'" 3,989 7,130 (I.037) (628) 9.454 

Depreciation and amortization 654 1.336 102 2.092 

Additions to property and equipment 359 1.883 125 2,367 

2014: 

Net revenues s 88.440 s 67,798 $ $ (16,871) $ 139.367 

Gross pro tit 4.771 21.277 (681) 25.367 

Operating profit 3.514 6.762 (796) (681) 8.799 

Depreciation and amortization 630 1.205 96 1.931 

Additions to property and equipment 308 1.745 83 2,136 

2013: 

Net revenues $ 76.208 $ 65.618 $ s (15,065) s 126.761 
Gross profil 4,237 20.112 (566) 23.783 
Operating profit'" 3,086 6,268 (751) (566) 8.037 

Depreciation and amortization 560 1.217 93 1.870 

Additions to property and equipment 313 1.610 61 1.984 

(I) Net revenues of the Phannacy Services Segment include approximately $8.9 billion, S8. I billion and S7.9 billion of Retail Co-Payments for 2015. 2014 and 2013, 
respectively. Sec Note I to the consolidated financial statements for additional information about Retail Co-Payments. 

(2) lnterscgment eliminations relate to interscgmcn! revenue generating activities that occur between the Pharmacy Service:; Segment and the Rctail/L TC Segment. 
These occur in the following ways: when members of Pharmacy Services Segment clients ("members") till prescriptions at retail stores to purchase covered 
products, when members enrolled in programs such as Maintenance Choice' elect to pick up maintenance prescriptions at a retail drugstore instead of receiving 
them through the mail, or when members have prescriptions filled at long-term care facilities. When these occur, both the Pharmacy Services and Rctail/L TC 
segments record the revenues, gross profit and operating profit on a standalone basis. 

(3) For the year ended December 31. 2015. the Corporate Segment operating loss includes S 156 million of acquisition-related transaction and integration costs and a 
S90 million charge related to a legacy lawsuit challenging the 1999 legal settlement by Med Partners of various securities class actions and a related derivative claim. 

( 4) Consolidated operating profit for the year ended December 31. 2013 includes a S72 million gain on a legal settlement, of which, S 11 million is included in the 
Pharmacy Services Segment and S6 I million is included in the Retail/L TC Segment. 
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14 Earnings Per Share 

The following is a reconciliation of basic and diluted earnings per share from continuing operations for the respective years: 

/11 millitnr~·. exL"epl oer slzure unwu11ts 2015 2014 2013 

Numerator for earnings per share calculation: 

Income from continuing operations attributable to common stockholders '" s 5.202 s 4.626 s 4.600 

Denominator for earnings per share calculation: 

Weighted average shares. basic I.\ 18 \. \6\ l.217 

Effect of dilutive securities 8 8 9 

Weighted average shares. diluted 1.126 1.169 1.226 

Earnings per share from continuing operations: 

Basic s 4.65 $ 3.98 s 3.78 

Diluted s 4.62 s 3.96 s 3.75 

(I) Comprised of income from continuing opcrJtions less amounts allocable to participating securities of $27 million and S 19 million for the years ended December 
31, 2015 and 2014, respectively. 

15 Quarterly Financial Information (Unaudited) 

First Second Third Fourth 
In nril/i1ms, except per share amounts Quarter Quarter Quarter Quarter Year 

2015: 

Net revenues $ 36.332 s 37.169 s 38.644 s 41,145 s \ 53,290 

Gross profit 6,164 6.402 6.661 7.301 26.528 

Operating profit 2,\32 2,262 2.331 2,729 9,454 

Income from continuing operations 1.221 l.272 1.237 l.500 5.230 

Income (loss) from discontinued operations. net of tax IO (I) 9 

Net income attributable to CVS Health 1.221 1,272 1.246 1.498 5,237 

Basic earnings per share: 

Income from continuing operations attributable to CVS Health s 1.08 s 1.13 s 1.10 $ 1.35 s 4.65 

Income (loss) from discontinued operations attributable to 
CVS Health $ s s 0.01 s $ 0.01 

Net income attributable to CVS Health s 1.08 s 1.13 s I. II s 1.35 s 4.66 

Diluted earnings per share: 

Income from continuing operations attributable to CVS Health s 1.07 s 1.12 s 1.10 s 1.34 s 4.62 

Income (loss) from discontinued operations attributable to 
CVS llealth s s s 0.01 s s 0.01 

Net income attributable to CVS Health s 1.07 s 1.12 s I. I I s 1.34 s 4.63 

Dividends per share s 0.350 s 0.350 s 0.350 s 0.350 s 1.40 

Stock price: (New York Stock Exchange) 

High s 104.56 s 106.47 s 113.45 s 105.29 s 113.45 

Low s 94.16 s 98.74 s 95.12 s 91.56 s 91.56 
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First Secund Third Fourth 
/11 111il/io11.\·. except per sir are crnwu11ts Quarter Quarter Quarter Quarter Year 

2014: 

Net revenues s 32.689 s 34.602 s 35.021 s 37.055 s 139.367 

Gross profit 5.942 6.324 6.468 6,633 25.367 

Operating profit 2.024 2.208 2.246 2.321 8.799 

Income from continuing operations 1.129 1,246 948 1.322 4.645 

Loss from discontinued operations, net of tax (I) (I) 

Net income attributable to CVS Health 1.129 1.246 948 1,321 4.644 

Basic earnings per share: 

Income from continuing operations attributable to CVS Health s 0.96 s 1.07 s 0.82 s 1.15 s 3.98 

Loss from discontinued operations attributable to CVS Health s s s $ s 
Net income attributable to CVS Health s 0.96 s 1.07 s 0.82 s 1.15 s 3.98 

Diluted earnings per share: 

Income from continuing operations attributable to CVS Health s 0.95 s 1.06 s 0.81 s 1.14 s 3.96 

Loss from discontinued operations attributable to CVS Health s s s s $ 

Net income attributable to CVS Health s 0.95 s 1.06 s 0.81 $ 1.14 s 3.96 

Dividends per share s 0.275 s 0.275 s 0.275 s 0.275 s 1.10 

Stock price: (New York Stock Exchange) 

High s 76.36 s 79.43 s 82.57 s 98.62 s 98.62 

Low s 64.95 s 72.37 s 74.69 s 77.40 s 64.95 
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Five-Year Financial Summary 

/11 millit111 ... ·1 exce(l.I aer share amounts 2015 201-1 2013 2012 2011 

Statement of operations data: 

Net revenues s 153.290 s 139.367 s 126,761 s 123,120 s 107,080 

Gross profit 26.528 25.367 23.783 22.488 20.562 

Operating expenses 17,074 16.568 15.746 15.278 14.231 

Operating profit 9,454 8,799 8.037 7.210 6.331 

Interest expense. net 838 600 509 557 584 

Loss on early extinguishmcnt of debt 521 348 

Income tax provisionOI 3,386 3.033 2.928 2.436 2.258 

Income from continuing operations 5.230 4.645 4.600 3.869 3.489 

Income (loss) from discontinued operations. net of 
tax 9 ( 1) (8) (7) (31) 

Net income 5,239 4,644 4.592 3.862 3.458 

Net (income) loss attributable to noncontrolling interest (2) 2 4 

Net income attributable to CVS Health s 5,237 s 4.644 s 4.592 s 3.864 s 3.462 

Per share data: 

Basic earnings per share: 

Income from continuing operations attributable to 
CVS Health $ 4.65 $ 3.98 $ 3.78 $ 3.05 s 2.61 

Income (loss) from discontinued operations attributable to 
CVS Health s 0.01 s s (0.01) s (0.01) s (0.02) 

Net income attributable to CVS Health s 4.66 s 3.98 s 3.77 s 3.04 s 2.59 

Diluted earnings per share: 

Income from continuing operations attributable to 
CVS Health s 4.62 s 3.96 s 3.75 s 3.02 s 2.59 

Income (loss) from discontinued operations attributable to 
CVS Health $ 0.01 $ s (0.01) s (0.01) s (0.02) 

Net income attributable to CVS Health s 4.63 s 3.96 s 3.74 s 3.02 s 2.57 

Cash dividends per share s 1.40 s 1.10 s 0.90 s 0.65 s 0.50 

Balance sheet and other data: 

Total assets'" s 93.657 s 74.187 $ 71.452 s 66.167 s 64.794 

Long-term debt"' s 26.267 s 11.630 s 12.767 s 9.079 s 9.150 

Total shareholders· equity s 37,203 s 37.963 $ 37.938 $ 37.653 s 38,014 

Number of stores (at end of year) 9.681 7.866 7.702 7.508 7.388 

(I) As of June 30, 20 t 5. the Company early adopted Accounting Standard Update No. 20 t 5-03. Simplifying the Presentation <!f Dehl Issuance Co.,·t.,· (Topic 835-30) 
issued by the Financial Accounting Standards Board in April 2015. The effect of the adoption on the Company's consolidated balance sheet is a reduction in 
nuncurrent assets and lung-term debt of $65 million, $74 million. $54 million and $58 million as of December 3 t, 2014, 2013, 2012 and 20 I I, respectively. 
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Report of Independent Registered Public Accounting Firm 

The Board of Directors and Shareholders of CVS Health Corporation 

We have audited the accompanying consolidated balance sheets of CVS Health Corporation as of December 31. 2015 and 2014, and the related 
consolidated statements of income, comprehensive income, shareholders' equity, and cash flows for each of the three years in the period ended 

December 31, 2015. These financial statements arc the responsibility of the Company's management. Our responsibility is to express an opinion 
on these financial statements based on our audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those 

standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An 
audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall 

financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of CVS Health 
Corporation at December 31, 2015 and 2014, and the consolidated results of its operations and its cash flows for each of the three years in the 
period ended December 31, 2015, in conformity with U.S. generally accepted accounting principles. 

As discussed in Note 2 to the consolidated financial statements, the Company has elected changes its methods of accounting for front store 

inventories in the RctaillL TC Segment effective January 1, 2015. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), CVS Health 

Corporation's internal control over financial reporting as of December 31, 2015. based on criteria established in Internal Control-Integrated 
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (2013 framework) and our report dated February 9, 

2016 expressed an unqualified opinion thereon. 

Boston, Massachusetts 

February 9, 2016 
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SUBSIDIARIES OF THE REGISTRANT 

As of December 31, 2015, CVS Health Corporation had the following significant subsidiaries: 

Caremark, L.L.C. (a California limited liability company) 
CarcmarkPCS Health, L.L.C. (a Delaware limited liability company) 
Caremark Rx, L.L.C. (a Delaware limited liability company)'" 
CVS Caremark Part D Services, L.L.C. (a Delaware limited liability company) 
CVS Pharmacy, Inc. (a Rhode Island corporation)"' 
Omnicare, Inc. (a Delaware corporation)<3l 

SilvcrScript Insurance Company (a Tennessee corporation) 

Exhibit 21 

(I) Caremark Rx. L.L.C.. the parent of the Registrant's pharmacy services subsidiaries. is the immediate or indirect parent of many mail order. pharmacy benefit 
management, infusion, Medicare Part D, insurnnce, specialty mail and retail specialty pharmacy subsidiaries, all of which operate in the United States and its 
territories. 

(2) CVS Pharmacy. Inc. is the immediate or indirect parent of approximately 48 entities that operate drugstores. all of which drugstores arc in the United States and its 
territories except approximately 44 drugstores that arc operated by Drogaria Onofre Ltda., a Brazil limited liability company that is an indirect subsidiary of CVS 
Pharmacy, Inc. 

(3) Omnicare. Inc .. the parent of the Registrant's long-term care subsidiaries. is the immediate or indirect parent of many long-term care subsidiaries. all of which 
operate in the United States and its territories. 



Exhibit 23 

Consent of I ndcpcndcnt Registered Public Accounting Firm 

We consent to the incorporation by reference in the following Registration Statements: 

(I) Registration Statements (Form S-3ASR Nos. 333-187440 and 333-200217, and Form S-3 No. 333-205156) of CVS Health Corporation. and 

(2) Registration Statements (Form S-8 Nos. 333-49407. 333-34927, 333-28043. 333-91253. 333-63664. 333-139470. 333-141481. 333- 167746 and 333-
208805) of CVS Health Corporation: 

of our reports dated February 9. 2016. with respect to the consolidated financial statements of CVS Health Corporation and the effectiveness of 

internal control over financial reporting of CVS Health Corporation, incorporated by reference in this Annual Report (Form I 0-K) of CVS Health 
Corporation for the year ended December 31. 2015. 

Boston, Massachusetts 

February 9, 2016 

Isl Ernst & Young LLP 



Exhibit 31.1 

Certification Pursuant to Section 302 of the Sarbanes-Oxlcy Act of 2002 

I. Larry J. Merlo, President and Chief Executive Officer of CVS Health Corporation. certify that: 

I. l have reviewed this annual report on Form l 0-K of CVS Health Corporation; 

2. Based on my knowledge. this report docs not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made. not misleading with respect to the period 
covered by this report; 

3. Based on my knowledge. the financial statements, and other financial information included in this report, fairly present in all material respects 
the financial condition, results of operations and cash nows of the registrant as of, and for. the periods presented in this report; 

4. The registrant's other certifying officer and I arc responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules l3a-l5(e) and l5d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules l3a

l5(f) and l 5d-l 5(f)) for the registrant and have: 

(a) Designed such disclosure controls and procedures or caused such disclosure controls and procedures to be designed under our 
supervision. to ensure that material information relating to the registrant, including its consolidated subsidiaries. is made known to us 
by others within those entities, particularly during the period in which this report is being prepared; 

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under 
our supervision. to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with generally accepted accounting principles; 

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about 
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such 

evaluation; and 

(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's 
most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over 
financial reporting; and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial 

reporting. to the registrant's auditors and the audit committee of the registrant's board of directors: 

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and 

(b) Any fraud, whether or not material. that involves management or other employees who have a significant role in the registrant's 
internal control over financial reporting. 

Date: February 9, 20 l 6 
Isl LARRY J. MERLO 

By:~~~~~~~~~~~~~~~~~~~~~~~ 
tarry J. :\lcrlo 
President and 

Chier Eucuti,·c Officer 



Exhibit 31.2 

Certification Pursuant to Section 302 of the Sarhanes-Oxlcy Act of 2002 

I. David M. Denton. Executive Vice President and Chief Financial Officer of CVS Health Corporation. certify that: 

I. I have reviewed this annual report on Form 10-K of CVS Health Corporation; 

2. Based on my knowledge. this report docs not contain any untrue statement ofa material fact or omit to state a material fact necessary to 

make the statements made, in light of the circumstances under which such statements were made. not misleading with respect to the period 
covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report. fairly present in all material respects 

the financial condition. results of operations and cash flows of the registrant as of. and for. the periods presented in this report; 

4. The registrant's other certifying officer and I arc responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules l 3a-l 5(c) and l 5d- l 5(c)) and internal control over financial reporting (as defined in Exchange Act Rules l Ja-

15(1) and I 5d- I 5( I)) for the registrant and have: 

(a) Designed such disclosure controls and procedures or caused such disclosure controls and procedures to be designed under our 

supervision. to ensure that material information relating to the registrant. including its consolidated subsidiaries. is made known to us 

by others within those entities. particularly during the period in which this report is being prepared; 

(b) Designed such internal control over financial reporting. or caused such internal control over financial reporting to be designed under 

our supervision. to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial 

statements for external purposes in accordance with generally accepted accounting principles; 

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about 

the effectiveness of the disclosure controls and procedures. as of the end of the period covered by this report based on such 

evaluation: and 

(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's 

most recent fiscal quarter that has materially affected. or is reasonably likely to materially affect. the registrant's internal control over 

financial reporting; and 

5. The registrant's other certifying officer and I have disclosed. based on our most recent evaluation of internal control over financial 

reporting, to the registrant's auditors and the audit committee of the registrant's board of directors: 

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 

reasonably likely to adversely affect the registrant's ability to record, process. summarize and report financial information; and 

(b) Any fraud, whether or not material. that involves management or other employees who have a significant role in the registrant's 

internal control over financial reporting. 

Date: February 9, 2016 
Isl DAVID M. DEr-rror> 

By:~~~~~~~~~~~~~~~~~~~~~~ 
Da,·id ;\I. Den Ion 

Euculin~ Vice P.-csidcnl and Chief Financial Orriccr 



CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

Exhibit 32.1 

The certifil.:ation set forth below is being submitted in connection with the Annual Report of CVS Health Corporation (the "Company") on 
Form I 0-K for the period ended December 31, 2015 (the ''Report"). for the purpose of complying with Ruic I 3(a)-14(b) or Rule l 5d- I 4(b) of the 
Securities Exchange Act of 1934 (the "Exchange Act") and Section 1350 of Chapter 63 of Title 18 of the United States Code. 

I. Larry J. Merlo. President and Chief Executive Officer of the Company. certify that, to the best of my knowledge: 

(I) The Report fully complies with the requirements of Section I 3(a) or I S(d) of the Exchange Act; and 

(2) The information contained in the Report fairly presents. in all material respects, the financial condition and result of operations of the 

Company. 

February 9, 2016 
Isl LARRY J. MERLO 

tarry J. Merlo 

Prcsidcnl 11nd 
Chier ElCcuth·e Officer 



CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

Exhibit 32.2 

The certification set forth below is being submitted in connection with the Annual Report of CVS Health Corporation (the '"Company'") on 

Form I 0-K fur the period ended December 31, 2015 (the ''Report"). for the purpose of complying with Ruic I 3(a)- I 4(b) or Rule I 5d- I 4(b) of the 
Securities Exchange Act of 1934 (the "Exchange Act") and Section 1350 of Chapter 63 of Title 18 of the United States Code. 

I. David M. Denton. Executive Vice President and Chief Financial Officer of the Company, certify that. to the best of my knowledge: 

(I) The Report fully complies with the requirements of Section I 3(a) or I 5(d) of the Exchange Act; and 

(2) The information contained in the Report fairly presents. in all material respects. the financial condition and result of operations of the 
Company. 

February 9, 2016 Isl DAVID M. DENTON 

Da\·id :\1. Denton 

Eucuti\'t." Vin Prnidt"nt and Chit'f Financhll Ortkl'r 



Document and Entity 12 Months Ended 

Information - USO ($) Dec. 31, 2015 Feb.03,2016 Jun.30,2015 

Document and Entity Information 

Entity Registrant Name CVS HEALTH CORP 

Entity Central Index Key 0000064803 

Document Type 10-K 

Document Period End Date Dec. 31, 2015 

Amendment Flag false 

Current Fiscal Y car End Date --12-31 

Entity Well-known Seasoned Issuer No 

Entity Voluntary Filers No 

Entity Current Reporting Status Yes 

Entity Filer Category Large Accelerated Filer 

Entity Public Float $ 116,868,242,939 

Entity Common Stock, Shares Outstanding 1,098,490,835 

Document Fiscal Y car Focus 2015 

Document Fiscal Period Focus FY 



Consolidated Statements of 12 Months Ended 
Income - USD ($) 

shares in Millions, $ in Dec. 31, Dec. 31, Dec. 31, 

Millions 2015 2014 2013 

Income Statement IAbstractl 

Net revenues $ 153,290 $ 139,367 $ 126,761 

Cost of revenues 126,762 114,000 102,978 

Gross profit 26,528 25,367 23,783 

Operating expenses 17,074 16,568 15,746 

Operating profit 9,454 8,799 8,037 

Interest expense, net 838 600 509 

Loss on early extinguishment of debt 0 521 0 

Income before income tax provision 8,616 7,678 7,528 

Income tax provision 3,386 3,033 2,928 

Income from continuing operations 5,230 4,645 4,600 

Income (loss} from discontinued operations, net of tax 9 (I) (8) 

Net income 5,239 4,644 4,592 

Net income attributable to noncontrolling interest (2) 0 0 

Net income attributable to CVS Health $ 5,237 $ 4,644 $ 4,592 

Basic earnings per share: 

Income from continuing operations attributable to CVS Caremark (in dollars per 
$ 4.65 $ 3.98 $ 3.78 share} 

Loss from discontinued operations attributable to CVS Caremark (in dollars per 
0.01 0.00 (0.01) share} 

Net income attributable to CVS Caremark (in dollars per share} $ 4.66 $ 3.98 $ 3.77 

Weighted average common shares outstanding (in shares} 1,118 1,161 1,217 

Diluted earnings per share: 

Income from continuing operations attributable to CVS Caremark (in dollars per 
$ 4.62 $ 3.96 $ 3.75 share} 

Loss from discontinued operations attributable to CVS Caremark (in dollars per 
0.01 0.00 (0.01) share) 

Net income attributable to CVS Caremark (in dollars per share} $ 4.63 $ 3.96 $ 3.74 

Weighted average common shares outstanding (in shares} 1,126 1,169 1,226 

Dividends declared per common share (in dollars per share} $ 1.40 $ I. I 0 $ 0.9 



Consolidated Statements of 
Comprehensive Income -

12 Months Ended 

USO($) 
$ in Millions 

Dec. 31, 2015 Dec. 31, 2014 Dec. 31, 2013 

Statement of Comprehensive Income (Abstract) 

Net income $ 5,239 $ 4,644 $ 4,592 

Other comprehensive income (loss): 

Foreign currency translation adjustments, net of tax ( IOO) (35) (30) 

Net cash flow hedges, net of tax 2 4 3 

Pension and other postrctiremcnt benefits, net of tax ( 43) (37) 59 

Net other comprehensive income (loss) (141) (68) 32 

Comprehensive income 5,098 4,576 4,624 

Comprehensive income attributable to noncontrolling interest (2) 0 0 

Comprehensive income attributable to CVS Health $ 5,096 $ 4,576 $ 4,624 



Assets: 

Cash and cash equivalents 

Short-term investments 

Accounts receivable, net 

Inventories 

Deferred income taxes 

Other current assets 

Total current assets 

Property and cguipmcnt, net 

Goodwill 

Intangible assets, net 

Other assets 

Total assets 

Liabilities: 

Accounts payable 

Claims and discounts payable 

Accrued expenses 

Short-term debt 

Current portion of long-term debt 

Total current liabilities 

Long- term debt 

Deferred income taxes 

Other long-term liabilities 

Commitments and contingencies 

Redeemable noncontrolling interest 

Shareholders' equity: 

Consolidated Balance Sheets 
- USD ($) 

$ in Millions 

Preferred stock, par value $0.01: 0.1 shares authorized; none issued or outstanding 

Common stock, par value SO.O I: 3,200 shares authorized, 1,699 shares issued and I, I 0 I shares 
outstanding at December 31, 2015 and 1,691 shares issued and I, 140 shares outstanding at December 
31,2014 

Treasury stock, at cost: 597 shares at December 31, 2015 and 550 shares at December 31, 2014 

Shares held in trust: I share at December 31. 2015 and 2014 

Capital surplus 

Retained earnings 

Accumulated other comprehensive income (loss) 

Total CVS Health shareholders ' equity 

Noncontrolling interest 

Total shareholders' equity 

Total liabilities and shareholders' cguity 

Dec.31, 
2015 

$ 2,459 

88 

11,888 

14,001 

1,220 

722 

30,378 

9,855 

38,106 

13,878 

1,440 

93,657 

7,490 

7,653 

6,829 

0 

1,197 

23,169 

26,267 

5,437 

1,542 

0 

39 

0 

17 

(28,886) 

(31) 

30,948 

35,506 

(358) 

37,196 

7 

37,203 

$ 93,657 

Dec. 31, 
2014 

$ 2,481 

34 

9,687 

11,930 

985 

866 

25,983 

8,843 

28,142 

9,774 

1,445 

74,187 

6,547 

5,404 

5,816 

685 

575 

19,027 

11,630 

4,036 

1,531 

0 

0 

17 

(24,078) 

(31) 

30,418 

31,849 

(217) 

37,958 

5 

37,963 

$ 74, 187 



Consolidated Balance Sheets 
(Parenthetical) - $ I shares 

Statement of Financial Position [Abstract[ 

Preferred Stock, par value (in dollars per share) 

Preferred Stock, shares authorized 

Preferred Stock, shares issued 

Preferred Stock, shares outstanding 

Common Stock, par value (in dollars per share) 

Common Stock, shares authorized 

Common Stock, shares issued 

Common Stock, shares outstanding 

2014 

Dec.31,2015 De~Jl,2014 

$ 0.01 

100,000.0 

0 

0 

$ 0.01 

$ 0.01 

100,000.0 

0 

0 

$ 0.01 

3,200,000,000 3,200,000,000 

1,699,000,000 1,691,000,000 

l,101,000,000 l,140,000,000 

597,000,000 550,000,000 

Shares held in trust: I share at December 31, 2015 and 2014 1,000,000 1,000,000 



Consolidated Statements of 12 Months Ended 
Cash Flows - USD ($) Dec. 31, Dec. 31, Dec. 31, 

$ in Millions 2015 2014 2013 

Cash flows from operating activities: 

Cash receipts from customers $ 148,954 $ 132,406 $ 114,993 

Cash paid for invcnto!}'. and prescriptions dispensed by retail network pharmacies ( 122,498) (I 05,362) (91,178) 

Cash paid to other suppliers and employees (14,162) (15,344) (14,295) 

Interest received 21 15 8 

Interest paid (629) (647) (534) 

Income taxes paid (3,274) (2,931) (3,211) 

Net cash provided by operating activities 8,412 8,137 5,783 

Cash flows from investing activities: 

Purchases of property and equipment (2,367) (2, 136) (1,984) 

Proceeds from sale -leaseback transactions 411 515 600 

Proceeds from sale of property and equipment and other assets 35 11 54 

Acquisitions (net of cash acquired) and other investments (11,475) (2,439) (415) 

Purchase of available -for-sale investments (267) (157) (226) 

Maturity of available-for-sale investments 243 161 136 

Net cash used in investing activities (13,420) (4,045) ( 1,835) 

Cash flows from financing activities: 

Increase (decrease) in short-term debt (685) 685 (690) 

Proceeds from issuance of long - term debt 14,805 1,483 3,964 

Repayments of long-term debt (2,902) (3, I 00) 0 

Payment of contingent consideration (58) 0 0 

Dividends paid (1,576) (1,288) (1,097) 

Proceeds from exercise of stock options 299 421 500 

Excess tax benefits from stock-based compensation 127 106 62 

Repurchase of common stock (5,001) (4,001) (3,976) 

Other (3) 0 0 

Net cash provided by (used in) financing activities 5,006 (5,694) (1,237) 

Effect of exchange rate changes on cash and cash equivalents (20) (6) 3 

Net increase (decrease) in cash and cash equivalents (22) (1,608) 2,714 

Cash and cash equivalents at the beginning of the year 2,481 4,089 1,375 

Cash and cash equivalents at the end of the year 2,459 2,481 4,089 

Reconciliation of net income to net cash provided bl'. operating activities: 

Net income 5,239 4,644 4,592 

Adjustments reguired to reconcile net income to net cash provided bl'. 
operating activities: 

Depreciation and amortization 2,092 1,931 1,870 

Stock-based compensation 230 165 141 

Loss on early extinguishment of debt 0 521 0 

Deferred income taxes and other noncash items (266) (58) (86) 

Change in operating assets and liabilities2 net of effects from acguisitions: 

Accounts receivable, net (1,594) (737) (2,210) 

Inventories (I, 141) (770) 12 



Other current assets 355 (383) 105 

Other assets 2 9 (135) 

Accounts 12ayablc and claims and discounts 12ayable 2,834 1,742 1,024 

Accrued ex12enses 765 1,060 471 

Other long-tenn liabilities (104) 13 (I) 

Net cash 12rovided by 012erating activities $ 8,412 $ 8,137 $ 5,783 



Shares Accumulated 
Consolidated Statements of 
Shareholders' Equity - USO 

($) 
shares in Thousands,$ in 

Common Treasury 
Total Stock Stock 

Held Capital Retained Other Parent Noncontrolling 
in Surplus Earnings Comprehensive Interest 

Millions 

Balance at beginning of year (in 
shares) at Dec. 31, 2012 

Increase (Decrease) in 
Stockholders' Equity 

Exercised (in shares) 

Purchase of treasury shares (in 
shares) 

Employee stock purchase plan 
issuances (in shares) 

Balance at end of year (in 
shares) at Dec. 31, 2013 

Beginning of year at Dec. 31, 
2012 

Increase (Decrease) in 
Stockholders' Equity 

Stock options exercised and 
issuance of stock awards 

Purchase of treasury shares 

Employee stock purchase plan 
issuances 

Stock option activity and stock 
awards 

Excess tax benefit on stock 
options and stock awards 

Portion of accelerated share 
repurchase not settled 

Net income attributable to 
noncontrolling interest 

Common stock dividends 

Foreign currency translation 
adjustments, net of tax 

$ (30) 

Net cash flow hedges, net of tax 3 

Pension and other postrctiremcnt 
59 benefits, net of tax 

Business combinations 

Capital contributions 

Distributions 

Trust Income (Loss) 

1,667,000 435,000 

13,000 

(66,000) 

1,000 

1,680,000 500,000 1,000 

$ 17 

0 

$ 
( 16,270) 

(3,976) 

77 

$ 
29,120 $ 24,998 $ (181) 

588 

69 

0 

4,592 

(1,097) 

(30) 

3 

59 

End of year at Dec. 31, 2013 
37,938 $ 17 ~20, 169) $ (3 I) 29, 777 28,493 ( 149) 

Increase (Decrease) in 
Stockholders' Equity 

Changes in inventory accounting 
principles 

Exercised (in shares) 

0 

11,000 

$0 

0 

0 

0 

0 

$ 
37,938 ° 

[I] 



Purchase of treasury shares (in 
shares) 

Employee stock purchase plan 
issuances (in shares) 

Balance at end of year (in 
shares) at Dec. 31, 2014 

Increase (Decrease) in 
Stockholders' Equity 

Stock options exercised and 
issuance of stock awards 

Purchase of treasury shares 

Employee stock purchase plan 
issuances 

Stock option activity and stock 
awards 

Excess tax benefit on stock 
options and stock awards 

Portion of accelerated share 
repurchase not settled 

Net income attributable to 
noncontrolling interest 

Common stock dividends 

Foreign currency translation 
adjustments, net of tax 

(35) 

Net cash flow hedges, net of tax 4 

Pension and other postretirement (
37

) 
benefits, net of tax 

Business combinations 

Capital contributions 

Distributions 

(51,000) 

1,000 

1,691,000 550,000 1,000 

$0 

$(4,001) 

92 

535 

106 

0 

4,644 

( 1,288) 

(35) 

4 

(37) 

End of year at Dec. 31, 2014 $ 
37 963 $ 17 

' 
~24,078) $ (31) 30,418 31,849 (217) 

Increase (Decrease) in 
Stockholders' Equity 
Changes in inventory accounting 
principles 

Exercised (in shares) 6,425 8,000 

Purchase of treasury shares (in 
shares) 

Employee stock purchase plan 
issuances (in shares) 

Balance at end of year (in 
shares) at Dec. 31, 2015 

Increase (Decrease) in 
Stockholders' Equity 

Stock options exercised and 
issuance of stock awards 

Purchase of treasury shares 

Employee stock purchase plan 
issuances 

(48,000) 

1,000 

1,699,000 597,000 1,000 

$0 

s (4,856) 

48 

0 

0 

5 

0 

0 

37,958 5 

[I) 



Stock option activity and stock 
awards 

Excess tax benefit on stock 
options and stock awards 

Portion of accelerated share 
repurchase not settled 

Net income attributable to 
noncontrolling interest 

Common stock dividends 

Foreign currency translation 
adjustments, net of tax 

$ 
(JOO) 

Net cash flow hedges, net of tax 2 

Pension and other postretircmcnt (
43

) 
benefits. net of tax 

Business combinations 

Capital contributions 

Distributions 

End of year at Dec. 31, 2015 

Increase (Decrease) in 
Stockholders' Equity 

Net income attributable to 
noncontrolling interest 

Changes in inventory accounting 
principles 

37,203 $ 17 

$I 

$ 
$ (31) 

(28,886) 

533 

142 

(145) 

5,237 

(1,576) 

(100) 

2 

(43) 

I 

2 

(2) 

$ 
35,506 $ (358) 

$ 
30,948 37 196$ 7 

' 

$ (4) 

[I] Excludes SI million attributable to redeemable noncontrolling interest (Sec Note I - "Significant Accounting Policies"). 

[I] 



Significant Accounting 
Policies 

Accounting Policies [Abstract[ 

Significant Accounting Policies Significant Accounting Policies 

12 Months Ended 

Dec. 31, 2015 

Description of business - CVS Health Corporation and its subsidiaries (the "Company'') is the largest 
integrated pharmacy health care provider in the United States based upon revenues and prescriptions 
filled. The Company currently has three reportable business segments. Pharmacy Services. Rctail/L TC and 
Corporate, which arc described below. 

Changes in Segmenl Definilion - As a result of the acquisition of Omnicare. Inc. ("Omnicare") on August 
18. 2015. the Company's segments have been expanded. The Company's Pharmacy Services Segment now 
also includes the specialty pharmacy operations of Omnicare. The Company's former Retail Pharmacy 
Segment now also includes the long-term care ("L TC") operations. as well as the commercialization 
services of Omnicare, and has been renamed the "Retail/LTC Segment." The L TC operations include the 
distribution of pharmaceuticals. related pharmacy consulting and other ancillary services to chronic care 
facilities and other care settings. The Company's Corporate Segment now also includes certain aspects of 
Omnicare's corporate expenses. 

On December 16, 2015, the Company completed its acquisition of the pharmacy and clinic businesses of 
Target Corporation ("Target"). See Note 3. "Acquisitions." The results of the Target pharmacies and 
clinics are included in the Retail/L TC Segment. 

Pharmacy Services Segmenl (!he "PSS') - The PSS provides a full range of pharmacy benefit management 
services including mail order pharmacy services. specialty pharmacy and infusion services. plan design 
and administration. formulary management and claims processing. The Company's clients arc primarily 
employers. insurance companies. unions. government employee groups. health plans. Managed Medicaid 
plans and other sponsors of health benefit plans and individuals throughout the United States. 

As a pharmacy benefits manager. the PSS manages the dispensing of pharmaceuticals through the 
Company's mail order pharmacies and national network of more than 68,000 retail pharmacies. consisting of 
approximately 41,000 chain pharmacies and 27,000 independent pharmacies. to eligible members in the 
benefits plans maintained by the Company's clients and utilizes its information systems to perform. among 
other things. safety checks, drug interaction screenings and brand to generic substitutions. 

The PSS' specialty pharmacies support individuals that require complex and expensive drug therapies. The 
specialty pharmacy business includes mail order and retail specialty pharmacies that operate under the CVS 
Caremark". CarePlus CVS Pharmacy'", Navarro" Health Services and Advanced Care Scripts names. In 
January 2014. the Company enhanced its offerings of specialty infusion services and began offering cnteral 
nutrition services through Coram LLC and its subsidiaries. In August 2015, the Company further expanded 
its specialty offerings with the acquisition of Advanced Care Scripts which was part of the Omnicare 
acquisition. Sec Note 3, "Acquisitions". 

The PSS also provides health management programs. which include integrated disease management for 17 
conditions. through the Company's Accordant" rare disease management offering. 

In addition. through the Company's SilverScript Insurance Company ("SilverScript") subsidiary. the PSS is 
a national provider of drug benefits to eligible beneficiaries under the federal government's Medicare 
Pan D program. 

The PSS generates net revenues primarily by contracting with clients to provide prescription drugs to plan 
members. Prescription drugs arc dispensed by the mail order pharmacies. specialty pharmacies and national 
network of retail pharmacies. Net revenues arc also generated by providing additional services to clients. 
including administrative services such as claims processing and formulary management. as well as health 
care related services such as disease management. 

The pharmacy services business operates under the CVS Caremark• Pharmacy Services. Caremark•, CVS 
Caremark"'. CarePlus CVS Pharmacy"'. Accordant". SilvcrScript". Coram". CVS Specialty"'. NovoLogix". 

Navarro" Health Services and Advanced Care Scripts names. As of December 31, 2015, the PSS operated 24 
retail specialty pharmacy stores. 11 specialty mail order pharmacies and five mail order dispensing 
pharmacies. and 83 branches for infusion and enteral services. including 73 ambulatory infusion suites and 
six centers of excellence. located in 40 states. Puerto Rico and the District of Columbia. 



Retailll TC Segment (the "RLS") - The RLS sells prescription drugs and a wide assortment of general 
merchandise. including over-the-counter drugs. beauty products and cosmetics. photo finishing. seasonal 
merchandise. greeting cards and convenience foods. through the Company's CVS Phannac/. cvs•. Longs 
Drugs'. Navarro Discount Pharmacy' and Drogaria Onofre'" retail stores and onlinc through CVS.com·. 
Navarro.com'" and Onofrc.com.br'". 

The RLS also provides health care services through its MinutcClinic' health care clinics. MinutcClinics arc 
staffed by nurse practitioners and physician assistants who utilize nationally recognized protocols to 
diagnose and treat minor health conditions. perform health screenings. monitor chronic conditions and 
deliver vaccinations. 

With the acquisition of Omnicare. the RLS now includes L TC operations. which is comprised of providing 
the distribution of pharmaceuticals. related pharmacy consulting and other ancillary services to chronic 
care facilities and other care settings. as well as commercialization services which are provided under the 
name RxCrossroads'. With the acquisition of the phannacies and clinics of Target. the Company added 
1.672 pharmacies and approximately 79 clinics. 

As of December 31, 2015, the retail pharmacy business included 9,655 retail stores (of which 7.897 were our 
stores that operated a pharmacy and 1,672 were our phannacies located within a Target store) located in 49 
states. the District of Columbia. Puerto Rico and Brazil operating primarily under the CVS Pharmacy. CVS, 
Longs Drugs, Navarro Discount Pharmacy and Drogaria Onofre names, the online retail websites, CVS.com, 
Navarro.com and Onofrc.com.br, and I, 135 retail health care clinics operating under the MinuteClinic name 
(of which 1.049 were located in CVS Pharmacy stores). L TC operations is comprised of 143 spoke 
pharmacies that primarily handle new prescription orders and 32 hub pharmacies that use proprietary 
automation to support spoke phannacies with refill prescriptions. L TC operates primarily under the 
Omnicare" and NeighborCare• names. 

Corporate Segment - The Corporate Segment provides management and administrative services to support 

the Company. The Corporate Segment consists of certain aspects of the Company's executive 
management. corporate relations. legal. compliance, human resources. corporate information technology 
and finance departments. 

Principles of consolidation - The consolidated financial statements include the accounts of the Company 
and its majority-owned subsidiaries and variable interest entities ("VlEs") for which the Company is the 
primary beneficiary. All intercompany balances and transactions have been eliminated. 

The Company continually evaluates its investments to determine if they represent variable interests in a 
VIE. If the Company detennines that it has a variable interest in a VIE. the Company then evaluates if it is 
the primary beneficiary of the VIE. The evaluation is a qualitative assessment as to whether the Company 
has the ability to direct the activities ofa VIE that most significantly impact the entity's economic 
performance. The Company consolidates a VIE ifit is considered to be the primary beneficiary. 

Assets and liabilities of VI Es for which the Company is the primary beneficiary were not significant to the 
Company's consolidated financial statements. VIE creditors do not have recourse against the general credit 
of the Company. 

Use of estimates - The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts in the consolidated financial statements and accompanying 
notes. Actual results could differ from those estimates. 

Fair value hierarchy - The Company utilizes the three-level valuation hierarchy for the recognition and 
disclosure of fair value measurements. The categorization of assets and liabilities within this hierarchy is 
based upon the lowest level of input that is significant to the measurement of fair value. The three levels of 
the hierarchy consist of the following: 

Level 1 - Inputs to the valuation methodology are unadjusted quoted prices in active markets for 

identical assets or liabilities that the Company has the ability to access at the measurement date. 

Level 2 - Inputs to the valuation methodology are quoted prices for similar assets and liabilities in 

active markets. quoted prices in markets that are not active or inputs that arc observable for the asset 
or liability. either directly or indirectly. for substantially the full term of the instrument. 

Level 3 - Inputs to the valuation methodology are unobservable inputs based upon management's 

best estimate of inputs market participants could use in pricing the asset or liability at the measurement 



date. including assumptions about risk. 

Cash and cash equivalents - Cash and cash equivalents consist of cash and temporary investments with 
maturities of three months or less when purchased. The Company invests in short-term money market 
funds. commercial paper and time deposits. as well as other debt securities that arc classified as cash 
equivalents within the accompanying consolidated balance sheets. as these funds arc highly liquid and 
readily convertible to known amounts of cash. These investments are classified within Level 1 of the fair 
value hierarchy because they arc valued using quoted market prices. 

Short-term investments - The Company's short-term investments consist of certificates of deposit with 
initial maturities of greater than three months when purchased that mature in less than one year from the 
balance sheet date. These investments, which were classified as available-for-sale within Level 1 of the fair 

value hierarchy, were carried al fair value, which approximated their historical cost al December 31, 2015 

and 2014. 

Fair value of financial instruments - As of December 31, 2015, the Company's financial instruments 
include cash and cash equivalents, short-term and long-term investments. accounts receivable, accounts 
payable, contingent consideration liability and short-term debt. Due to the nature of these instruments, the 
Company's carrying value approximates fair value. The carrying amount and estimated fair value of total 

long-term debt was $27.5 billion and $28.4 billion, respectively, as of December 31, 2015. The fair value of 
the Company's long-term debt was estimated based on quoted rates currently offered in active markets for 
the Company's debt, which is considered Level I of the fair value hierarchy. The Company had 
outstanding letters of credit. which guaranteed foreign trade purchases. with a fair value of $4 million as of 

December 31, 2015. There were nu outstanding derivative financial instruments as of December 31, 2015 
and 2014. 

Foreign currency translation and transactions - For local currency functional currency, assets and 
liabilities arc translated at end-of-period rates while revenues and expenses are translated at average rates 

in effect during the period. Equity is translated at historical rates and the resulting cumulative translation 
adjustments are included as a component of accumulated other comprehensive income (loss). 

For U.S. dollar functional currency locations. foreign currency assets and liabilities arc remeasured into 
U.S. dollars at end-of-period exchange rates. except for non-monetary balance sheet accounts, which are 
remeasured at historical exchange rates. Revenue and expense are remeasured at average exchange rates in 
effect during each period, except for those expenses related to the nonmonetary balance sheet amounts, 

which are remeasured at historical exchange rates. Gains or losses from foreign currency remeasurement are 
included in income. 

Gains and losses arising from foreign currency transactions and the effects ofremcasurements were not 
material for all periods presented. 

Accounts receivable - Accounts receivable are stated net of an allowance for doubtful accounts. The 
accounts receivable balance primarily includes amounts due from third party providers (e.g .. pharmacy 

benefit managers. insurance companies. governmental agencies and long-term care facilities). clients. 
members and private pay customers. as well as vendors and manufacturers. Charges to bad debt are based 
on both historical write-offs and specifically idi;ntilied receivables. 

The activity in the allowance for doubtful accounts receivable for the years ended December 31 is as 
follows: 

Ill milliom· 2015 2014 2013 

Beginning balance s 256 s 256 s 243 

Additions charged to bad debt expense 216 185 195 

Write-offs charged to allowance (311) (185) (182) 

Ending balance s 161 s 256 s 256 

Inventories - All inventories are stated at the lower of cost or market. Prescription drug inventories in the 
RLS and PSS. as well as front store inventories in the RLS stores are accounted for using the weighted 

average cost method. See Note 2, "Changes in Accounting Principle." Physical inventory counts are taken 

on a regular basis in each retail store and long-term care pharmacy and a continuous cycle count process is 
the primary procedure used to validate the inventory balances on hand in each distribution center and mail 
facility to ensure that the amounts reOected in the accompanying consolidated financial statements are 
properly stated. During the interim period between physical inventory counts, the Company accrues for 



anticipated physical inventory losses on a location-by-location basis based on historical results and 
current trends. 

Property and equipment - Property. equipment and improvements to leased premises arc depreciated using 
the straight-line method over the estimated useful lives of the assets. or when applicable, the term of the 
lease. whichever is shorter. Estimated useful lives generally range from I 0 to 40 years for buildings. 
building improvements and leasehold improvements and 3 to 10 years for fixtures. equipment and internally 
developed software. Repair and maintenance costs are charged directly to expense as incurred. Major 

renewals or replacements that substantially extend the useful life of an asset arc capitalized and 
depreciated. Application development stage costs for significant internally developed software projects arc 
capitalized and depreciated. 

The following arc the components of property and equipment at December 31: 

/11 mil/ionfi 2015 2014 

Land s 1.635 s 1.506 

Building and improvements 3,168 2,828 

Fixtures and equipment 10.001 8.958 

Leasehold improvements 4.015 3,626 

Software 2,217 1,868 

21,036 18.786 

Accumulated depreciation and amortization ( 11.181) (9,943) 

Property and equipment. net s 9,855 s 8.843 

The gross amount of property and equipment under capital leases was $528 million and $268 million as of 

December 3 I, 2015 and 2014, respectively. Accumulated amortization of property and equipment under 
capital lease was $97 million and $86 million as of December 31. 2015 and 2014. respectively. Amortization of 

property and equipment under capital lease is included within depreciation expense. Depreciation expense 
totaled $1.5 billion in 2015 and S 1.4 billion in both 2014 and 2013. 

Goodwill and other indefinitely-lived assets - Goodwill and other indefinitely-lived assets arc not amortized, 

but arc subject to impairment reviews annually. or more frequently if necessary. Sec Note 4 for additional 
information on goodwill and other indefinitely-lived assets. 

Intangible assets - Purchased customer contracts and relationships are amortized on a straight-line basis 
over their estimated useful lives between 9 and 20 years. Purchased customer lists arc amortized on a 
straight-line basis over their estimated useful lives of up to I 0 years. Purchased leases arc amortized on a 
straight-line basis over the remaining life of the lease. Sec Note 4 for additional information about 

intangible assets. 

Impairment of long-lived assets - The Company groups and evaluates fixed and finite-lived intangible 
assets for impairment at the lowest level at which individual cash nows can be identified. whenever events 
or changes in circumstances indicate that the carrying value of an asset may not be recoverable. If 
indicators of impairment are present. the Company first compares the carrying amount of the asset group to 
the estimated future cash nows associated with the asset group (undiscountcd and without interest 
charges). If the estimated future cash nows used in this analysis arc less than the carrying amount of the 
asset group. an impairment loss calculation is prepared. The impairment loss calculation compares the 
carrying amount of the asset group to the asset group's estimated future cash nows (discounted and with 
interest charges). If required, an impairment loss is recorded for the portion of the asset group's carrying 
value that exceeds the asset group's estimated future cash nows (discounted and with interest charges). 

Redeemable noncontrolling interest - As a result of the acquisition of Omnicare in August 2015. the 

Company obtained a 73% ownership interest in limited liability company ("LLC"). Due to the change in 

control in Omnicare, the noncontrolling member of the LLC had the contractual right to put its membership 

interest to the Company at fair value. Consequently, the noncontrolling interest in the LLC is recorded as a 

redeemable noncontrolling interest at fair value. In January 2016. as provided for in the LLC operating 

agreement. the noncontrolling shareholder of the LLC exercised its option to sell its ownership interest in 
the LLC to the Company. On February 8. 2016. in accordance with the terms of the LLC operating 

agreement. the Company purchased the noncontrolling interest in the LLC at an amount determined 

pursuant to the operating agreement that approximated its carrying value at December 31. 2015. 

Below is a summary of the changes in redeemable noncontrolling interest for the year ended December 31, 
2015: 



In million.\' 

Acquisition ofnoncontrolling interest 

Net income attributable to noncontrolling interest 

Distributions 

Balance. December 31, 2015 

Revenue Recognition 

s 

s 

39 

I 

(I) 

39 

Pharmacy Services Segment - The PSS sells prescription drugs directly through its mail service dispensing 
pharmacies and indirectly through its retail pharmacy network. The PSS recognizes revenue from 

prescription drugs sold by its mail service dispensing pharmacies and under retail pharmacy network 
contracts where it is the principal using the gross method at the contract prices negotiated with its clients. 
Net revenues include: (i) the portion of the price the client pays directly to the PSS, net of any volume
rclatcd or other discounts paid back to the client (see "Drug Discounts" below), (ii) the price paid to the 
PSS by client plan members for mail order prescriptions ("Mail Co-Payments") and the price paid to retail 
network pharmacies by client plan members for retail prescriptions ("Retail Co-Payments"). and 
(iii) administrative fees for retail pharmacy network contracts where the PSS is not the principal as 

discussed below. Sales taxes are not included in revenue. 

Revenue is recognized when: (i) persuasive evidence of an arrangement exists, (ii) delivery has occurred or 

services have been rendered, (iii) the seller's price to the buyer is fixed or determinable. and 
(iv) collectability is reasonably assured. The following revenue recognition policies have been established 

for the PSS: 

Revenues generated from prescription drugs sold by mail service dispensing pharmacies are 
recognized when the prescription is delivered. At the time of delivery, the PSS has performed 
substantially all of its obligations under its client contracts and docs not experience a significant level 
of returns or reshipments. 

Revenues generated from prescription drugs sold by third party pharmacies in the PSS' retail 
pharmacy network and associated administrative fees arc recognized at the PSS· point-of-sale. which is 
when the claim is adjudicated by the PSS on line claims processing system. 

The PSS determines whether it is the principal or agent for its retail pharmacy network transactions on a 
contract by contract basis. In the majority of its contracts. the PSS has determined it is the principal due to 
it: (i) being the primary obligor in the arrangement, (ii) having latitude in establishing the price, changing 
the product or performing part of the service, (iii) having discretion in supplier selection, (iv) having 
involvement in the determination of product or service specifications, and (v) having credit risk. The PSS' 
obligations under its client contracts for which revenues are reported using the gross method arc separate 
and distinct from its obligations to the third party pharmacies included in its retail pharmacy network 
contracts. Pursuant to these contracts, the PSS is contractually required to pay the third party pharmacies 
in its retail pharmacy network for products sold, regardless of whether the PSS is paid by its clients. The 
PSS' responsibilities under its client contracts typically include validating eligibility and coverage levels. 
communicating the prescription price and the co-payments due to the third party retail pharmacy, 
identifying possible adverse drug interactions for the pharmacist to address with the prescriber prior to 
dispensing. suggesting generic alternatives where clinically appropriate and approving the prescription for 
dispensing. Although the PSS does not have credit risk with respect to Retail Co-Payments or inventory 
risk related to retail network claims. management believes that all of the other applicable indicators of gross 
revenue reporting are present. For contracts under which the PSS acts as an agent, revenue is recognized 
using the net method. 

Drug Discounts - The PSS deducts from its revenues any rebates. inclusive of discounts and fees, earned 
by its clients. Rebates arc paid to clients in accordance with the terms of client contracts. which are 

normally based on fixed rebates per prescription for speci fie products dispensed or a percentage of 

manufacturer discounts received for specific products dispensed. The liability for rebates due to clients is 

included in "Claims and discounts payable" in the accompanying consolidated balance sheets. 

Medicare Part D - The PSS. through its SilverScript subsidiary. participates in the federal government's 

Medicare Part D program as a Prescription Drug Plan ("PDP"). Net revenues include insurance premiums 
earned by the PDP. which are determined based on the PDP's annual bid and related contractual 

arrangements with the Centers for Medicare and Medicaid Services ("CMS"). The insurance premiums 
include a direct premium paid by CMS and a beneficiary premium. which is the responsibility of the PDP 



member. but which is subsidized by CMS in the case of low-income members. Premiums collected in 
advance arc initially deferred in accrued expenses and arc then recognized in net revenues over the period 
in which members arc entitled to receive benefits. 

In addition to these premiums. net revenues include co-payments. coverage gap benefits. deductibles and 
co-insurance (collectively. the "Member Co-Payrm:nts") related to PDP members' actual prescription 
claims. In certain cases. CMS subsidizes a portion of these Member Co-Payments and pays the PSS an 
estimated prospective Member Co-Payment subsidy amount each month. The prospective Member Co
Paymcnt subsidy amounts received from CMS arc also included in net revenues. SilverScript assumes no 
risk for these amounts. If the prospective Member Co-Payment subsidies received differ from the amounts 
based on actual prescription claims. the difference is recorded in either accounts receivable or accrued 
expenses. 

The PSS accounts for CMS obligations and Member Co-Payments (including the amounts subsidized by 
CMS) using the gross method consistent with its revenue recognition policies for Mail Co-Payments and 
Retail Co-Payments (discussed previously in this document). 

Relail/LTC Segmenl 

Re/ail Pharmai:v - The retail drugstores recognize revenue at the time the customer takes possession of 
the merchandise. Customer returns arc not material. Revenue generated from the performance of services in 
the RLS' health care clinics is recognized at the time the services arc performed. Sales taxes arc not 

included in revenue. 

Long-lerm Care - Revenue is recognized when products arc delivered or services arc rendered or provided 
to the customer. prices arc fixed and determinable, and collection is reasonably assured. A significant 
portion of our revenues from sales of pharmaceutical and medical products arc reimbursed by the federal 
Medicare Part D program and, to a lesser extent, state Medicaid programs. Payments for services rendered 
to patients covered by these programs arc generally less than billed charges. The Company monitors its 
revenues and receivables from these reimbursement sources. as well as other third party insurance payors. 
and record an estimated contractual allowance for sales and receivable balances at the revenue recognition 
date, to properly account for anticipated differences between billed and reimbursed amounts. Accordingly. 
the total net sales and receivables reported in the Company's consolidated financial statements arc 
recorded at the amount expected to be ultimately received from these payors. Since billing functions for a 
portion of the Company's revenue systems are largely computerized. enabling on-line adjudication at the 
time of sale to record net revenues, the Company's exposure in connection with estimating contractual 
allowance adjustments is limited primarily to unbilled and initially rejected Medicare, Medicaid and third 
party claims (typically approved for reimbursement once additional information is provided to the payor). 
For the remaining portion of the Company's re.venue systems. the contractual allowance is estimated for all 
billed. unbilled and initially rejected Medicare, Medicaid and third party claims. The Company evaluates 
several criteria in developing the estimated contractual allowances on a monthly basis. including historical 
trends based on actual claims paid. current contract and reimbursement terms, and changes in customer 
base and payor/product mix. Contractual allowance estimates arc adjusted to actual amounts as cash is 
received and claims arc settled. and the aggregate impact of these resulting adjustments was not significant 
to our results of operations for any of the periods presented. 

Patient co-payments associated with Medicare Part D. certain state Medicaid programs. Medicare Part B 
and certain third party payors arc typically not collected at the time products arc delivered or services arc 
rendered. but arc billed to the individuals as part of our normal billing procedures and subject to our normal 
accounts receivable collections procedures. 

Heallh Care Clinics - For services provided by our health care clinics. revenue recognition occurs for 
completed services provided to patients. with adjustments taken for third party payor contractual 
obligations and patient direct bill historical collection rates. 

loyally Program -The Company's customer loyalty program. ExtraCare". is comprised of two components. 
ExtraSavings'" and ExtraBucks" Rewards. ExtraSavings coupons redeemed by customers arc recorded as a 
reduction of revenues when redeemed. ExtraBucks Rewards arc accrued as a charge to cost of revenues 
when earned. net of estimated breakage. The Company determines breakage based on historical redemption 
patterns. 

Sec Note 13 for additional information about the revenues of the Company's business segments. 

Cost of revenues 

Pharnlll(V Services Segmenl - The PSS' cost of revenues includes: (i) the cost of pres.:ription drugs sold 



during the reporting period directly through its mail service dispensing pharmacies and indirectly through 
its retail pharmacy network, (ii) shipping and handling costs, and (iii) the operating costs of its mail service 
dispensing pharmacies and client service operations and related information technology support costs 
including depreciation and amortization. The cost of prescription drugs sold component of cost of 
revenues includes: (i) the cost of the prescription drugs purchased from manufacturers or distributors and 
shipped to members in clients' benefit plans from the PSS· mail service dispensing pharmacies. net of any 
volume-related or other discounts (see ··vendor allowances and purchase discounts" below) and (ii) the 
cost of prescription drugs sold (including Retail Co-Payments) through the PSS· retail pharmacy network 

under contracts where it is the principal. net of any volume-related or other discounts. 

Relail/LTC Segmen1 - The RLS' cost of revenues includes: the cost of merchandise sold during the 

reporting period and the related purchasing costs, warehousing and delivery costs (including depreciation 
and amortization) and actual and estimated inventory losses. 

Sec Note 13 for additional information about the cost of revenues of the Company's business segments. 

Vendor allowances and purchase discounts 

The Company accounts for vendor allowances and purchase discounts as follows: 

Pharmacy Services Segmen/ - The PSS receives purchase discounts on products purchased. The PSS· 
contractual arrangements with vendors. including manufacturers, wholesalers and retail pharmacies, 
normally provide for the PSS to receive purchase discounts from established list prices in one, or a 
combination, of the following forms: (i) a diret:t discount at the time of purchase, (ii) a discount for the 

prompt payment of invoices, or (iii) when products are purchased indirectly from a manufacturer (e.g., 
through a wholesaler or retail pharmacy). a discount (or rebate) paid subsequent to dispensing. These 

rebates arc recognized when prescriptions arc dispensed and are generally calculated and billed to 
manufacturers within 30 days of the end of each completed quarter. Historically, the effect of adjustments 
resulting from the reconciliation of rebates recognized to the amounts billed and collected has not been 

material to the PSS' results of operations. The PSS accounts for the effect of any such differences as a 
change in accounting estimate in the period the reconciliation is completed. The PSS also receives 

additional discounts under its wholesaler contracts if it exceeds contractually defined annual purchase 
volumes. In addition. the PSS receives fees from pharmaceutical manufacturers for administrative services. 
Purchase discounts and administrative service fees are recorded as a reduction of"Cost of revenues". 

Relail/LTC Segmenl - Vendor allowances received by the RLS reduce the carrying cost of inventory and 

are recognized in cost of revenues when the related inventory is sold. unless they arc specifically identified 
as a reimbursement of incremental costs for promotional programs and/or other services provided. 
Amounts that arc directly linked to advertising commitments arc recognized as a reduction of advertising 
expense (included in operating expenses) when the related advertising commitment is satisfied. Any such 
allowances received in excess of the actual cost incurred also reduce the carrying cost of inventory. The 
total value of any upfront payments received from vendors that are linked to purchase commitments is 
initially deferred. The deferred amounts arc then amortized to reduce cost of revenues over the life of the 
contract based upon purchase volume. The total value of any upfront payments received from vendors 

that are not linked to purchase commitments is also initially deferred. The deferred amounts arc then 
amortized to reduce cost of revenues on a straight-line basis over the Ii fc of the related contract. The total 
amortization of these upfront payments was not material to the accompanying consolidated financial 
statements. 

Insurance -The Company is self-insured for certain losses related to general liability, workers' 
compensation and auto liability. The Company obtains third party insurance coverage to limit exposure 
from these claims. The Company is also self-insured for certain losses related to health and medical 
liabilities. The Company's self-insurance accruals, which include reported claims and claims incurred but 
not reported, arc calculated using standard insurance industry actuarial assumptions and the Company's 

historical claims experience. 

Facility opening and closing costs - New facility opening costs. other than capital expenditures. arc 

charged directly to expense when incurred. When the Company closes a facility. the present value of 
estimated unrecoverable costs. including the remaining lease obligation less estimated sublease income 

and the book value of abandoned property and equipment. arc charged to expense. The long-term portion 
of the lease obligations associated with facility closings was $217 million and $207 million in 2015 and 2014, 
rcspccti vcly. 

Advertising costs - Advertising costs arc expensed when the related advertising takes place. Advertising 

costs. net of vendor funding (included in operating expenses), were $221 million, $212 million and S 177 



million in 2015, 2014 and 2013. respectively. 

Interest expense, net - Interest expense. net of capitalized interest. was $859 million. $615 million and $517 
million. and interest income was $21 million. S 15 million and SS million in 2015. 2014 and 2013. respectively. 

Capitalized interest totaled S 12 million. S 19 million and $25 million in 2015. 2014 and 2013. respectively. 

Shares held in trust - The Company maintains grantor trusts. which held approximately I million shares of 

its common stock at December 3 I, 2015 and 2014, respectively. These shares are designated for use under 

various employee compensation plans. Since the Company holds these shares. they are excluded from the 
computation o'fbasic and diluted shares outstanding. 

Accumulated other comprehensive income - Accumulated other comprehensive income (loss) consists of 

changes in the net actuarial gains and losses associated with pension and other postretirement benefit 

plans. losses on derivatives from cash flow hedges executed in previous years associated with the 

issuance of long-term debt. and foreign currency translation adjustments. The amount included in 

accumulated other comprehensive loss related to the Company's pension and postretirement plans was 

$305 million pre-tax (S 186 million after-tax) as of December 31, 2015 and $234 million pre-tax (S 143 million 

after-tax) as of December 31, 2014. The net impact on 1.:ash flow hedges totaled S 14 million pre-tax ($7 million 

after-tax) and S 16 million pre-tax ($9 million after-tax) as of December 31, 2015 and 2014, respectively. 

Cumulative foreign currency translation adjustments at December 31, 2015 and 2014 were S 165 million and 

$65 million. respectively. 

Changes in accumulated other comprehensive income (loss) by component are shown below: 

Year Ended December 31, 2015(11 

Pension and 
Losses on Other 

Foreign Cash Flow Postretirement 

In million.\· Currency Hedges Benefits Total 

Balance, December 31, 2014 s (65) s (9) s (143) s (217) 

Other comprehensive income (loss) 
before 

reclassifications (100) (56) (156) 

Amounts reclassified from 
accumulated 

other comprehensive income <2
> 2 13 15 

Net other comprehensive income (loss) (100) 2 (43) (141) 

Balance, December 31, 2015 s (165) s (7) s (186) s (358) 

Year Ended December 31, 2014'" 

Pension and 
Losses on Other 

Foreign Cash Flow Postretirement 
Currency Hedges Benefits Total 

Balance, December 3 I, 2013 s (30) s (13) s (106) s (149) 

Other comprehensive income (loss) 
before 

reclassi lications (35) (35) 

Amounts reclassitied from 
accumulated 

other comprehensive income <2
> 4 {37) (33) 

Net other comprehensive income (loss) (35) 4 (37) (68) 

Balance, December 31. 2014 s (65) s (9) s (143) s (217) 

(I) All amounts are net of lax. 
(2) The amounts reclassilied from accumulated other comprehensive income for cash now hedges are recorded within 

interest expense, net on the consolidated statement of income. The amounts reclassilied from accumulated other 
comprehensive income for pension and other postretiremcnl bcnelits arc included in operating expenses on the 
consolidated statement of income. 

Stock-based compensation - Stock-based compensation is measured at the grant date based on the fair 

value of the award and is recognized as expense over the applicable requisite service period of the stock 

award (generally 3 to 5 years) using the straight-line method. 



Variable Interest Entity - In July 2014. the Company and Cardinal Health, Inc. ("Cardinal") established Red 
Oak Sourcing, LLC ("Red Oak"), a generic pharmaceutical sourcing entity in which the Company and 
Cardinal each own 50%. The Red Oak arrangement has an initial term often years. Under this arrangement. 
the Company and Cardinal contributed their sourcing and supply chain expertise to Red Oak and agreed to 
source and negotiate generic pharmaceutical supply contracts for both companies through Red Oak; 
however. Red Oak docs not own or hold inventory on behalf of either company. No physical assets (e.g .. 
property and equipment) were contributed to Red Oak by either company and minimal funding was 
provided to capitalize Red Oak. 

The Company has determined that it is the primary beneficiary of this variable interest entity because it has 

the ability to direct the activities of Red Oak. Consequently. the Company consolidates Red Oak in its 
consolidated financial statements within the Rctail/L TC Segment. 

Cardinal is required to pay the Company 39 quarterly payments beginning in October 2014. As milestones 
arc met. the quarterly payments increase. The Company received approximately S 122 million and $26 million 
from Cardinal during the years ended December 31. 2015 and 2014. respectively. The payments reduce the 
Company's carrying value of inventory and arc recognized in cost of revenues when the related inventory 
is sold. Revenues associated with Red Oak expenses reimbursed by Cardinal for the years ended December 
31. 2015 and 2014. as well as amounts due to or due from Cardinal at December 31. 2015 and 2014 were 

immaterial. 

Related party transactions - The Company has an equity method investment in SurcScripts. LLC 
("SurcScripts"), which operates a clinical health information network. The Pharmacy Services and 
Retail/L TC segments utilize this clinical health information network in providing services to its client plan 
members and retail customers. The Company expensed fees of approximately $50 million in the years ended 
December 2015 and 2014. and $48 million in the year ended December 31. 2013, for the use of this network. 

The Company's investment in and equity in earnings ofSurcScripts for all periods presented is immaterial. 

In connection with the acquisition of Omnicare in August 2015. the Company obtained an equity method 
investment in Heartland Healthcare Services ("Heartland"). Heartland operates several long-tcrrn care 
pharmacies in four states. Heartland paid the Company approximately $25 million for pharmaceutical 

inventory purchases during the period from August 18. 2015 to December 31, 2015. Additionally, the 
Company performs certain collection functions for Heartland and then passes those customer cash 
collections to Heartland. The Company's investment in and equity in earnings of Heartland as of and for 

the year ended December 31. 2015 is immaterial. 

In September 2014. the Company made a charitable contribution of $25 million to the CVS Foundation 
(formerly CVS Caremark Charitable Trust, Inc.) (the "Foundation'') to fund future giving. The Foundation is 
a non-profit entity that focuses on health. education and community involvement programs. The charitable 
contribution was recorded as an operating expense in the consolidated statement of income for the year 

ended December 31. 2014. 

Income taxes -The Company accounts for income taxes under the asset and liability method. which 
requires the recognition of deferred tax assets and liabilities for the expected future tax consequences of 
events that have been included in the consolidated financial statements. Under this method, deferred tax 
assets and liabilities arc determined on the basis uf the differences between the consolidated financial 
statements and tax basis of assets and liabilities using enacted tax rates in effect for the year in which the 
differences arc expected to reverse. The effect of a change in the tax rates on deferred tax asset and 
liabilities is recognized in income in the period that includes the enactment date. 

The Company recognizes net deferred tax assets to the extent that it believes these assets arc more likely 
than not to be realized in making such a determination. The Company considers all available positive and 
negative evidence. including future reversals of existing taxable temporary differences. projected future 
taxable income. tax planning strategies. and results of recent operations. To the extent that the Company 

docs not consider it more likely than not that a deferred tax asset will be recovered. a valuation allowance is 

established. 

The Company records uncertain tax positions on the basis of a two-step process whereby (I) the Company 
determines whether it is more likely than not that the tax positions will be sustained on the basis of the 

technical merits of the position and (2) for those tax positions that meet the more-likely-than-not 

recognition threshold. the Company recognizes the largest amount of tax benefit that is more than 50% 

likely to be realized upon ultimate settlement with the related tax authority. 

Interest and/or penalties related to uncertain tax positions arc recognized in income tax expense. 

Discontinued Operations - In connection with certain business dispositions completed between 1991 and 



1997, the Company retained guarantees on store lease obligations for a number of former subsidiaries. 
including Linens 'n Things which Ii led for bankruptcy in 2008. The Company's income from discontinued 
operations in 2015 of$9 million. net of tax, was related to the release of certain store lease guarantees due 
to a settlement with a landlord. The Company's loss from discontinued operations includes lease-related 
costs which the Company believes it will likely be required to satisfy pursuant to its Linens 'n Things lease 
guarantees. 

Below is a summary of the results of discontinued operations for the years ended December 31: 

111 millions 2015 2014 2013 

Income from discontinued operations s 15 s (I) s (12) 

Income tax expense (6) 4 

Income from discontinued operations, 
net of tax s 9 s (I) s (8) 

Earnings per common share - Earnings per share is computed using the two-class method. Options to 
purchase 2.7 million, 2.1 million and 6.2 million shares of common stock were outstanding as of 

December 31, 2015, 2014 and 2013, respectively, but were not included in the calculation of diluted earnings 
per share because the options' exercise prices were greater than the average market price of the common 

shares and, therefore, the effect would be antidilutivc. 

New Accounting Pronouncement - In May 2014, the Financial Accounting Standards Board ("FASB") 

issued Accounting Standard Update ("ASU") No. 2014-09, Revenue.from Conlrac/s wilh Cuslomers (Topic 
606). ASU No. 2014-09 outlines a single comprehensive model for entities to use in accounting for revenue 
arising from contracts with customers and supersedes most current revenue recognition guidance, 

including industry-spccilic guidance. This new guidance is expected to be effective for annual reporting 
periods (including interim reporting periods within those periods) beginning January 1, 2018; early 
adoption in 2017 is permitted. Companies have the option of using either a full retrospective or a modi lied 
retrospective approach to adopt the guidance. This update could impact the timing and amounts of 
revenue recognized. The Company is currently evaluating the effect that implementation of this update will 
have on its consolidated linancial position and results of operations upon adoption, as well as the method 

of transition and required disclosures. 

In April 2015, the FASB issued ASU No. 2015-03, Simpl(fving !he Presenlalion of Debi Issuance Cos/.\" 
(Topic 835-30). ASU No. 2015-03 requires the presentation of debt issuance costs in the balance sheet as a 
direct deduction from the related debt liability rather than as an asset. Amortization of such costs arc 
required to be reported as interest expense, which is consistent with the Company's current policy. This 
change conforms the presentation of debt issuance costs with that of debt discounts. The ASU is effective 
for annual reporting periods (including interim reporting periods within those periods) beginning after 
December 15. 2015; early adoption is permitted. The guidance is required to be applied retrospectively to all 
prior periods. The Company has early adopted this standard as of June 30. 2015. The effect of the adoption 
of ASU 2015-03 on the Company's consolidated balance sheet is a reduction ofnoncurrcnt assets and 
long-term debt of$65 million as of December 31. 2014. The following is a reconciliation of the effect of this 
rcclassilication on the Company's consolidated balance sheet as of December 31, 2014: 

As Previously 
In millions Reported Adjustments As Revised 

Other assets $ 1,510 s (65) s 1,445 

Total assets 74.252 (65) 74.187 

Long-term debt 11.695 (65) 11.630 

Total liabilities and shareholders' 
equity 74,252 (65) 74,187 

In September 2015, the FASB issued ASU No. 2015-16, Simplifiiing !he Accounlingfor Measuremenl
Period Adjuslmenls. ASU No. 2015-16 requires that an acquirer recognize adjustments to provisional 

amounts that arc idcntilicd during the measurement period after an acquisition within the reporting period 

they arc determined. This is a change from the previous requirement that the adjustments be recorded 
retrospectively. The ASU also requires disclosure of the effect on earnings of changes in depreciation, 

amortization or other income effects. if any, as a result of the adjustment to the provisional amounts, 
calculated as if the accounting had been completed at the acquisition date. The ASU is effective for annual 
reporting periods (including interim reporting periods within those periods) beginning after December 15, 



2015: early adoption is permitted. The Company has early adopted the ASU as of September 30. 2015. The 
adoption did not have a material effect on the Company's consolidated financial statements. 

In November 2015. the FASB issued ASU No. 2015-17. Income Taxes (Topic 740). ASU No. 2015-17 
simplifies the presentation of deferred income taxes by requiring that deferred tax assets and liabilities be 
classified as non-current in the statement of financial position. This ASU may be applied either 
prospectively to all deferred tax assets and liabilities. or retrospectively to all periods presented for annual 
reporting periods (including interim reporting periods within those periods) beginning after December 15. 
2016. The change will require additional disclosure based on the method of adoption. Had the Company 
adopted this ASU. current deferred income taxes. total current assets. total assets and total liabilities would 

have been approximately $1.2 billion and $1.0 billion lower as of December 31. 2015 and 2014. respectively. 



Change in Accounting 
Principle 

Accounting Changes and Error 
Corrections (Abstract( 

Changes in Accounting Principle Changes in Accounting Principle 

12 Months Ended 

Dec. 31, 2015 

Effective January I, 2015, the Company changed its methods of accounting for "front store" inventories 

in the Retail/L TC Segment. Prior to 2015, the Company valued front store inventories at the lower of 
cost or market on a first-in, first-out ("FIFO") basis in retail stores using the retail inventory method and 

in distribution centers using the FIFO cost method. Effective January I, 2015, all front store inventories 
in the Retail/L TC Segment have been valued at the lower of cost or market using the weighted average 
cost method. These changes affected approximately 36% of consolidated inventories. 

These changes were made primarily to provide the Company with better information to manage its retail 
front store operations and to bring all of the Company's inventories to a common inventory valuation 
methodology. The Company believes the weighted average cost method is preferable to the retail 
inventory method and the FIFO cost method because it results in greater precision in the determination 
of cost of revenues and inventories at the stock keeping unit ("SKU") level and results in a consistent 
inventory valuation method for all of the Company's inventories as all of the Company's remaining 
inventories, which consist of prescription drugs, were already being valued using the weighted average 

cost method. 

The Company recorded the cumulative effect of these changes in accounting principle as of January I, 
2015. The Company determined that retrospective application for periods prior to 2015 is impracticable. 
as the period-specific information necessary to value front store inventories in the Retail/L TC Segment 

under the weighted average cost method is unavailable. The Company implemented a new perpetual 
inventory system to manage front store inventory at the SKU level and valued front store inventory as 
of January I, 2015 and calculated the cumulative impact. The effect of these changes in accounting 
principle as of January I, 2015, was a decrease in inventories of $7 million, an increase in current 
deferred income tax assets of $3 million and a decrease in retained earnings of $4 million. 

Had the Company not made these changes in accounting principle. for the year ended December 31. 
2015. income from continuing operations would have been lower by $27 million. Basic and diluted 
earnings per share from continuing operations attributable to CVS Health would have been 

approximately $0.02 per share lower for the year ended December 31, 2015. 



Acquisitions 

Business Combinations 
[Abstract I 

Acquisitions Acquisitions 

Omnicare Acq11isitio11 

12 Months Ended 

Dec.31,2015 

On August 18, 2015, the Company acquired I 00% of the outstanding common shares and voting interests 
of Omnicare. for $98 per share for a total of $9.6 billion and assumed long-term debt with a fair value of 
approximately $3.1 billion. Additionally, holders of Omnicare restricted stock units and performance based 
restricted stock units received 738,765 CVS Health Corporation restricted stock awards with a fair value of 
approximately $80 million as replacement awards. Omnicare is a leading health care services company that 
specializes in the management of complex pharmaceutical care. Omnicare 's long-term care ("L TC") 
business is the nation's largest provider of pharmaceuticals. related pharmacy consulting and other 
ancillary services to chronic care facilities and other care settings. In addition. Omnicare has a specialty 
pharmacy business operating primarily under the name of Advanced Care Scripts, and provides 
commercialization services under the name of Rx Crossroads'. The Company is including L TC and the 
commercialization services in its former Retail Pharmacy Segment, which has been renamed the "Retail/L TC 
Segment," and will include the specialty pharmacy business in its Pharmacy Services Segment. The 
Company acquired Omnicare to expand its operations in dispensing prescription drugs to assisted-living 
and long-term care facilities. and to broaden its presence in the specialty pharmacy business as the 
Company seeks to serve a greater percentage of the growing senior patient population in the United 
States. 

The fair value of the consideration transferred on the date of acquisition consisted of the following: 

(in millions) 

Cash paid to Omnicare shareholders 

Fair value of replacement equity awards issued to Omnicare 
employees 

for precombination services 

Total consideration 

s 9,636 

9 

s 9.645 

The following table summarizes the estimated fair values of the assets acquired and liabilities assumed at 
the date of acquisition: 

(in millions) 

Current assets (including cash ofS298) s 1.657 

Property and equipment 313 

Goodwill 9.090 

Intangible assets 3.962 

Other noncurrent assets 64 

Current liabilities (705) 

Long-term debt (3.110) 

Deferred income tax liabilities (1.518) 

Other noncurrent liabilities (69) 

Redeemable noncontrolling interest s (39) 

Total consideration s 9,645 



The assessment of fair value is preliminary and is based on information that was available to management 
at the time the condensed consolidated financial statements were prepared. Accordingly, such amounts 
may change. The most significant open items included the accounting for deferred income taxes and 
contingencies as management is awaiting additional information to complete its assessment of these 
matters. The goodwill represents future economic benefits expected to arise from the Company's expanded 
presence in the pharmaceutical care market, the assembled workforce acquired. expected purchasing and 

revenue synergies. as well as operating efficiencies and cost savings. Goodwill of $8.6 billion was allocated 
to the Rctail/L TC Segment and the remaining goodwill of S0.5 billion was allocated to the Pharmacy 

Services Segment. Approximately $0.4 billion of the goodwill is deductible for income tax purposes. 
Intangible assets acquired include customer relationships and trade names of S3.9 billion and S74 million. 
respectively, with estimated weighted average useful lives of 19.1 and 2.9 years. respectively, and 18.8 

years in total. 

The fair value of trade accounts receivable acquired is S600 million. with the gross contractual amount 
being $857 million. The Company expects $257 million of trade accounts receivable to be uncollectible. The 
fair value of other receivables acquired is $147 million. with the gross contractual amount being $161 

million. The Company expects S 14 million of other receivables to be uncollcctible. 

During the year ended December 31. 2015. the Company incurred transaction costs of $70 million 
associated with the acquisition of Omnicare that were recorded within operating expenses. 

The Company's consolidated results of operations for the year ended December 31, 2015, include S2.6 
billion of net revenues and net income of S6 l million associated with the operating results of Omnicare from 

August 18. 2015 to December 31, 2015. These Omnicare operating results include severance costs and 

accelerated stock-based compensation. 

The following unaudited proforma information presents a summary of the Company's combined results of 
operations for the year ended December 3 I. 2015 and 2014 as if the Omnicare acquisition and the related 

financing transactions had occurred on January I, 2014. The following pro forrna financial inforrnation is 
not necessarily indicative of the results of operations as they would have been had the transactions been 

effected on the assumed date. nor is it necessarily an indication of trends in future results for a number of 
reasons, including, but not limited to, differences between the assumptions used to prepare the pro forma 
information. basic shares outstanding and dilutive equivalents, cost savings from operating efficiencies, 

potential synergies, and the impact of incremental costs incurred in integrating the businesses. 

(in millions, excepl per share da!a) 

Total revenues 

Income from continuing operations 

Basic earnings per share from continuing 
operations 

Diluted earnings per share from continuing 
operations 

s 

s 

s 

Year Ended 
December 31, 

2015 2014 

156,798 s 144.836 

5.277 4.522 

4.70 s 3.88 

4.66 s 3.85 

Pro forrna income from continuing operations for the year ended December 31. 2015, excludes S 135 million 
related to severance costs, accelerated stock-based compensation and transaction costs incurred in 
connection with the Omnicare acquisition. Pro forrna income from continuing operations for the year ended 
December 31, 2014, includes a $521 million loss on the early cxtinguishmcnt of debt recorded by CVS 
Health. 

Target Pharmacy Acquisition 

On Dt:ct:mbt:r 16, 2015. the Company acquired the pharmacy and clinic businesses of Target for 

approximately S 1.9 billion, plus contingent consideration of up to S50 million based on future prescription 
growth over a three year period. The purchase price is also subject to adjustment based on the value of 

inventory at the closing date. The Company acquired Target's 1.672 pharmacies which operate in 47 states 
and will operate them through a store-within-a-store format. branded as CVS Pharrnaey. The Company also 

acquired 79 Target clinic locations which will be rcbrandcd as MinuteClinic. The Company acquired the 
Target pharrnacy and clinic businesses primarily to expand the geographic reach of its retail pharmacy 
business. 



The estimated fair values of the assets acquired at the date of acquisition were approximately as follows: 

In miffio11., 

Accounts receivable 

Inventories 

Property and equipment 

Intangible assets 

Goodwill 

Total cash consideration 

s 

$ 

2 

472 

9 

490 

916 

1,889 

The assessment of fair value is preliminary and is based on information that was available to management 
at the time the consolidated financial statements were prepared. Accordingly, such amounts may change. 

As of December 3I.2015. the most significant open item was the inventory related purchase price 
adjustment. Intangible assets acquired include customer relationships with an estimated useful life of 13 

years. The goodwill represents future economic benefits expected to arise from the Company ·s expanded 

geographic presence in the retail phannacy market. the assembled workforce acquired, expected purchasing 
and revenue synergies. as well as operating efficiencies and cost savings. The goodwill is deductible for 

income tax purposes. No liability for any potential contingent consideration has been recorded based on 
current projections for future prescription growth over the relevant period. 

In January 2016, the Company received approximately $21 million from Target as final settlement of the 
inventory valuation. This amount will be recorded as a reduction of the purchase price in the first quarter 

of2016. 

In connection with the closing of the transaction, the Company and Target entered into pharmacy and 
clinic operating and master lease agreements. Sec Note 7 of the consolidated financial statements for 

disclosures of the Company's leasing arrangements. 

During the year ended December 3I,2015. the Company incurred transaction costs of approximately $26 

million associated with the acquisition that were recorded within operating expenses. The results of the 
Target pharmacies and clinics are included in the Company's Rctail/L TC Segment beginning on 
December 16, 2015. Pro forma financial information for this acquisition is not presented as such results arc 

immaterial to the Company's consolidated financial statements. 

Coram Acq11i.~itio11 

On January 16, 2014, the Company acquired 100% of the voting interests of Coram LLC and its subsidiaries 
(collectively, "Coram"), the specialty infusion services and entcral nutrition business unit of Apria 

Healthcare Group Inc. ('"Apria"), for cash consideration of approximately $2.1 billion, plus contingent 
consideration of approximately SO. I billion. The purchase price was also subject to a working capital 
adjustment. which resulted in the Company receiving $9 million from Apria. Coram is one of the nation's 
largest providers of comprehensive infusion services. caring for approximately 240,000 patients annually. 
Coram has approximately 4,600 employees. including approximately 600 nurses and 250 dietitians, operating 
primarily through 83 branch locations and six centers of excellence for patient intake. 

The contingent consideration is based on the Company's future realization ofCoram's tax net operating 
loss carryforwards ("NOLs") as of the date of the acquisition. The Company will pay the seller the first $60 
million in tax savings realized from the future utilization of the Coram NO Ls, plus 50% of any additional 
future tax savings from the remaining NO Ls. The fair value of the contingent consideration liability 
associated with the future realization of the Coram NO Ls was determined using Level 3 inputs based on the 

present value of contingent payments expected to be made based on the Company's estimate of the 

amount and timing of Coram NO Ls that will ultimately be realized. The change in fair value of the 
contingent consideration liability recognized in earnings for the year ended December 31. 2014 was 

immaterial and for the year ended December 3 I. 2015 was approximately $4 million. During the year ended 
December 31. 20 I 5. the Company made contingent consideration payments to Apria of approximately $58 
million. 

The Company recognized approximately S 1.6 billion of goodwill in connection with the acquisition. The 

goodwill represents future economic benefits expected to arise from the Company's expanded presence in 
the specialty pharmaceuticals market, the assembled workforce acquired. and the expected synergies from 
combining operations with Coram. The goodwill is nondeductible for income tax purposes. 



Coram's results of operations arc included in the Company's PSS beginning on January 16. 2014. Proforma 
information for this acquisition is not presented as Coram 's results are immaterial to the Company's 
consolidated financial statements. During the year ended December 31. 2014. acquisition costs of S 15 
million were expensed as incurred within operating expenses. 



Goodwill and Other 
Intangibles 

Goodwill and Intangible 
Assets Disclosure (Abstract) 

Goodwill and Other Intangibles Goodwill and Other Intangibles 

12 Months Ended 

Dec. 31, 2015 

Goodwill and other indefinitely-lived assets arc not amortized. but are subject to annual impairment 

reviews, or more frequent reviews if events or circumstances indicate an impairment may exist. 

When evaluating goodwill for potential impairment, the Company first compares the fair value of its 
reporting units to their respective carrying amounts. The Company estimates the fair value of its reporting 
units using a combination ofa future discounted cash flow valuation model and a comparable market 
transaction model. If the estimated fair value of the reporting unit is less than its carrying amount, an 

impairment loss calculation is prepared. The impairment loss calculation compares the implied fair value of 
a reporting unit's goodwill with the carrying amount of its goodwill. If the carrying amount of the goodwill 
exceeds the implied fair value. an impairment loss is recognized in an amount equal to the excess. During 
the third quarter of 2015. the Company performed its required annual goodwill impairment tests. The 

Company concluded there were no goodwill impairments as of the testing date. 

Below is a summary of the changes in the carrying amount of goodwill by segment for the years ended 

December 31, 2015 and 2014: 

Pharmacy 
In millions Services Rctail/LTC Total 

Balance, December 31, 2013 s 19,658 s 6.884 $ 26.542 

Acquisitions 1.578 38 1.616 

Foreign currency translation adjustments (14) (14) 

Other '" (2) (2) 

Balance, December 31, 2014 21.234 6.908 28.142 

Acquisitions 452 9,554 10,006 

Foreign currency translation adjustments (40) (40) 

Other '" (I) (I) (2) 

Balance, December 31, 2015 $ 21,685 s 16.421 $ 38.106 

(I) "Other'' represents immaterial purchase accounting adjustments for acquisitions. 

Indefinitely-lived intangible assets arc tested for impairment by comparing the estimated fair value of the 

asset to its carrying value. The Company estimates the fair value of its indefinitely-lived trademark using 
the relief from royalty method under the income approach. If the carrying value of the asset exceeds its 
estimated fair value, an impairment loss is recognized and the asset is written down to its estimated fair 
value. During the third quarter of2015. the Company performed its annual impairment test of the 
indefinitely-lived trademark and concluded there was no impairment as of the testing date. The carrying 
amount of its indefinitely-lived trademark was S6.4 billion as of December 31, 2015 and 2014. 

The Company amortizes intangible assets with finite lives over the estimated useful lives of the respective 
assets. which have a weighted average useful life of 15.5 years. The weighted average useful lives of the 
Company's customer contracts and relationships and covenants not to compete arc 15.5 years. The 
weighted average lives of the Company's favorable leases and other intangible assets arc 15.6 years. 
Amortization expense for intangible assets totaled $611 million. $518 million and $494 million in 2015, 2014. 

and 2013. respectively. The anticipated annual amortization expense for these intangible assets for the next 

five years is as follows: 

!.!! 
millions 

2016 s 760 

2017 735 

2018 705 

2019 662 

2020 490 



The following table is a summary of the Company's intangible assets as of December 31: 

2015 2014 

Gross Net Gross :-;ct 
Carrying Accumulated Carrying Carr)·ing Accumulated Carrying 

/11 millions Amount Amortization Amount Amount Amortization Amount 

Trademark (indefinitely-
lived) s 6,398 s s 6.398 s 6.398 s s 6.398 

Customer contracts and 
relationships 

and covenants not to 
compete 10.594 (4.092) 6.502 6.521 (3.549) 2,972 

Favorable leases and other 1,595 (617) 978 880 (476) 404 

$ 18,587 s (4.709) $ 13.878 s 13.799 s (4,025) s 9.774 



Share Repurchase Programs 

Payments for Repurchase of 
Equity (Abstract( 

Share Repurchase Programs Share Repurchase Programs 

12 Months Ended 

Dec. 31, 2015 

The following share repurchase programs were authorized by the Company's Board of Directors: 

In billions 

Authorization Date Authorized Remaining 

December 15, 2014("2014 Repurchase 
Program") s 10.0 s 7.7 

December 17, 2013("2013 Repurchase 
Program'') s 6.0 s 
September 19, 2012 ("2012 Repurchase 
Program") s 6.0 s 

The share Repurchase Programs. each of which was effective immediately, permit the Company to effect 
repurchases from time to time through a combination of open market repurchases, privately negotiated 

transactions, accelerated share repurchase ("ASR") transactions, and/or other derivative transactions. 
The 2014 Repurchase Program may be modi ficd or terminated by the Board of Directors at any time. The 
2013 and 2012 Repurchase Programs have been completed, as described below. 

Pursuant to the authorization under the 2014 Repurchase Program, effective December 11, 2015, the 
Company entered into a $725 million fixed dollar ASR with Barclays Bank PLC (""Barclays"). Upon payment 

of the $725 million purchase price on December 14, 2015. the Company received a number of shares of its 
common stock equal to 80% of the $725 million notional amount of the ASR or approximately 6.2 million 
shares. At the conclusion of the ASR program. the Company may receive additional shares equal to the 
remaining 20% of the $725 million notional amount. The initial 6.2 million shares of common stock 
delivered to the Company by Barclays were placed into treasury stock in December 2015. The ASR was 
accounted for as an initial treasury stock transaction for $580 million and a forward contract for S 145 

million. The forward contract was classified as an equity instrument and was recorded within capital 
surplus on the consolidated balance sheet. On January 28, 2016, the Company received 1.4 million shares 
of common stock. representing the remaining 20% of the $725 million notional amount of the ASR, thereby 
concluding the ASR. The remaining 1.4 million shares of common stock delivered to the Company by 
Barclays were placed into treasury stock in January 2016 and the forward contract was reclassified from 
capital surplus to treasury stock. 

Pursuant to the authorization under the 2013 Repurchase Programs, effective January 2. 2015. the 
Company entered into a $2.0 billion fixed dollar ASR agreement with J.P. Morgan Chase Bank ("JP 
Morgan"). Upon payment of the $2.0 billion purchase price on January 5. 2015. the Company received a 
number of shares of its common stock equal to 80% of the $2.0 billion notional amount of the ASR 
agreement or approximately 16.8 million shares. which were placed into treasury stock in January 2015. On 
May I. 2015, the Company received approximately 3.1 million shares of common stock. representing the 
remaining 20% of the $2.0 billion notional amount of the ASR. thereby concluding the ASR. The remaining 
3.1 million shares of common stock delivered to the Company by JP Morgan were placed into treasury 
stock in May 2015. The ASR was accounted for as an initial treasury stock transaction for $1.6 billion and 
a forward contract for S0.4 billion. The forward contract was classified as an equity instrument and was 
initially recorded within capital surplus on the consolidated balance sheet and was reclassified to treasury 
stock upon the settlement of the ASR in May 2015. 

Pursuant to the authorization under the 2012 Repurchase Program. effective October I. 2013, the Company 

entered into a $1.7 billion fixed dollar ASR agreement with Barclays. Upon payment of the $1.7 billion 

purchase price on October 1, 2013, the Company received a number of shares of its common stock equal to 

50% of the S 1.7 billion notional amount of the ASR agreement or approximately 14.9 million shares at a 

price of $56.88 per share. The Company received approximately 11.7 million shares of common stock on 

December 30. 2013 at an average price of $63.83 per share. representing the remaining 50% of the S 1.7 
billion notional amount of the ASR agreement and thereby concluding the agreement. The total of 26.6 
million shares of common stock delivered to the Company by Barclays over the term of the October 2013 

ASR agreement were placed into treasury stock. The ASR was accounted for as an initial treasury stock 
transaction and a forward contract. The forward contract was classified as an equity instrument. 



Each of the ASR transactions described above. the initial repurchase of the shares and delivery of the 
remainder of the shares to conclude each ASR. resulted in an immediate reduction of the outstanding 
shares used to calculate the weighted average common shares outstanding for basic and diluted earnings 
per share. 

During the year ended December 31. 2015, the Company repurchased an aggregate of 48.0 million shares 
of common stock for approximately $5.0 billion under the 2013 and 2014 Repurchase Programs. As of 
December 31. 2015. there remained an aggregate of approximately $7.7 billion available for future 

repurchases under the 2014 Repurchase Program and the 2013 Repurchase Program was complete. 

During the year ended December 31, 2014, the Company repurchased an aggregate of 51.4 million shares 
of common stock for approximately $4.0 billion under the 2013 and 2012 Repurchase Programs. As of 
December 31, 2014, there remained an aggregate of approximately S 12. 7 billion available for future 
repurchases under the 2014 and 2013 Repurchase Programs. As of December 31. 2014. the 2012 
Repurchase Program was complete. 

During the year ended December 31, 2013, the Company repurchased an aggregate of66.2 million shares 
of common stock for approximately $4.0 billion under the 2012 Repurchase Program. which includes shares 
received from the October 2013 ASR agreement described above. As of December 31, 2013, there remained 
an aggregate of approximately $6.7 billion available for future repurchases under the 2013 and 2012 
Repurchase Programs. 



Borrowing and Credit 
Agreements 

Debt Disclosure [Abstract! 

Borrowing and Credit 
Agreements 

Borrowings and Credit Agreements 

12 Months Ended 

Dec.31,2015 

The following table is a summary of the Company's borrowings as of December 31: 

/ti million.· 

Commercial paper s 
3 .25% senior notes due 2015 

1.2% senior notes due 2016 

6.125% senior notes due 2016 

5.75% senior notes due 2017 

1.9% senior notes due 2018 

2.25% senior notes due 2018 

2 .25% senior notes due 2019 

6.6% senior notes due 2019 

2.8% senior notes due 2020 

4.75% senior notes due 2020 

4.125% senior notes due 2021 

2.75% senior notes due 2022 

3.5% senior notes due 2022 

4.75% senior notes due 2022 

4% senior notes due 2023 

3.3 75% senior notes due 2024 

5% senior notes due 2024 

3.875% senior notes due 2025 

6.25% senior notes due 2027 

3.25% senior exchange debentures due 2035 

4.875% senior notes due 2035 

6.125% senior notes due 2039 

5.75% senior notes due 2041 

5.3% senior notes due 2043 

5.125% senior notes due 2045 

Capital lease obligations 

Other 

Total debt principal 

Debt premiums 

Debt discounts and deferred financing costs 

Less: 

Short-term debt (commercial paper) 

Current portion of long-term debt 

Long-term debt s 

2015 2014 

s 685 

550 

750 750 

421 421 

1.080 1,080 

2.250 

1.250 1.250 

850 850 

394 394 

2.750 

450 450 

550 550 

1.250 1.250 

1.500 

400 

1.250 1.250 

650 650 

300 

3.000 

453 453 

5 

2.000 

734 734 

493 493 

750 750 

3.500 

644 391 

20 41 

27.694 12.992 

39 

(269) (102) 

27.464 12.890 

(685) 

(1.197) (575) 

26.267 s 11.630 

The Company did not have any commercial paper outstanding as of December 31, 2015. In connection with 
its commercial paper program. the Company maintains a S 1.0 billion. five-year unsecured back-up credit 

facility, which expires on May 23, 2018, a S 1.25 billion, five-year unsecured back-up credit facility, which 

expires on July 24, 2019, and a S 1.25 billion. five-year unsecured back-up credit facility. which expires on 

July I, 2020. The credit facilities allow for borrowings at various rates that are dependent, in part, on the 
Company's public debt ratings and require the Company to pay a weighted average quarterly facility fee of 

approximately 0.03%, regardless of usage. As of December 31, 2015, there were no borrowings outstanding 
under the back-up credit facilities. The weighted average interest rate for short-term debt outstanding as of 
December 31, 2014 was 0.36%. 



On May 20. 2015. in connection with the acquisition of Omnicare. the Company entered into a $ IJ billion 
unsecured bridge loan facility. The Company paid approximately $52 million in fees in connection with the 
facility. The fees were capitalized and amortized as interest expense over the period the bridge facility was 
outstanding. The bridge loan facility expired on July 20. 2015 upon the Company's issuance of unsecured 
senior notes with an aggregate principal of$15 billion as discussed below. The bridge loan facility fees 
became fully amortized in July 2015. 

On July 20. 2015. the Company issued an aggregate of S2.25 billion of 1.9% unsecured senior notes due 
2018 ("2018 Notes"). an aggregate of $2.75 billion of 2.8% unsecured senior notes due 2020 ('"2020 Notes"), 
an aggregate of S 1.5 billion of J.5% unsecured senior notes due 2022 ("2022 Notes"), an aggregate of SJ 

billion of J.875% unsecured senior notes due 2025 ("2025 Notes"). an aggregate of S2 billion of 4.875% 
unsecured senior notes due 20J5 ("20J5 Notes"). and an aggregate of SJ.5 billion of 5.125% unsecured 
senior notes due 2045 ("2045 Noles" and, together with the 2018 Notes, 2020 Notes, 2022 Notes, 2025 
Notes and 20J5 Notes, Lhe •·Noles") for total proceeds of approximately S 14.8 billion. net of discounts and 
underwriting fees. The Notes pay interest semi-annually and contain redemption terms which allow or 
require the Company to redeem the Notes at a defined redemption price plus accrued and unpaid interest at 
the redemption date. The net proceeds of the Notes were used to fund the Omnicare acquisition and the 
acquisition of the pharmacies and clinics of Target. The remaining proceeds were used for general 
corporate purposes. 

Upon the closing of the Omnicare acquisition in August 2015. the Company assumed the long-term debt of 
Omnicare that had a fair value of approximately SJ. I billion, S2.0 billion of which was previously convertible 
into Omnicare shares that holders were able to redeem subsequent to the acquisition. During the period 

from August 18. 2015 to December JI. 2015. all but $5 million of the $2.0 billion of previously convertible 
debt was redeemed and repaid and approximately S0.4 billion in Omnicare term debt assumed was repaid for 

total repayments of Omnicare debt of approximately S2.4 billion in 2015. 

The remaining principal of the Omnicare debt assumed was comprised of senior unsecured notes with an 

aggregate principal amount ofS700 million ($400 million of 4.75% senior notes due 2022 and S300 million of 
5% senior notes due 2024). In September 2015. the Company commenced exchange offers for the 4.75% 
senior notes due 2022 and the 5% senior notes due 2024 lo exchange all validly tendered and accepted 

notes issued by Omnicare for notes to be issued by the Company. This offer expired on October 20. 2015 
and the aggregate principal amounts below of each of the Omnicare notes were validly tendered and 
exchanged for notes issued by the Company. 

Interest Rate and Maturity 

4.75% senior notes due 2022 

5% senior notes due 2024 

Total senior notes issued under exchange 
transaction 

Aggregate 
Principal 

Amount (In 
Millions) 

s J88 

296 

s 684 

Percentage of 
Total 

Outstanding 
Principal 
Amount 

Exchanged 

96.8% 

98.8% 

The Company recorded this exchange transaction as a modification of the original debt instruments. As 
such. no gain or loss on cxtinguishmcnt was recognized in the Company's consolidated income statement 
as a result of this exchange transaction and issuance costs were expensed as incurred. 

On August 7. 2014. the Company issued $850 million of 2.25% unsecured senior notes due August 12. 2019 
and $650 million of J.J75% unsecured senior notes due August 12, 2024 (collecLivcly. the "2014 Notes") for 
total proceeds of approximately $1.5 billion. net of discounts and underwriting fees. The 2014 Notes pay 

interest semi-annually and may be redeemed. in whole at any time. or in part from time to time. at the 
Company's option at a defined redemption price plus accrued and unpaid interest to the redemption date. 

The net proceeds of the 2014 Notes were used for general corporate purposes and to repay certain 
corporate debt. 

On August 7. 2014. the Company announced tender offers for any and all of the 6.25% Senior Notes due 
2027. and up to a maximum amount of the 6.125% Senior Notes due 20J9. the 5.75% Senior Notes due 2041 

and the 5.75% Senior Notes due 2017, for up lo an aggregate principal amount of S 1.5 billion. On August 

21. 2014. the Company increased the aggregate principal amount of the tender offers to S2.0 billion and 
completed the repurchase for the maximum amount on September 4. 2014. The Company paid a premium of 
$490 million in excess of the debt principal in connection with the tender offers. wrote off S26 million of 



unamortized deferred financing costs and incurred $5 million in fees. for a total loss on the early 
extinguishmcnt of debt of $521 million. The loss was recorded in income from continuing operations on the 
consolidated statement of income for the year ended December 31. 2014. 

During the year ended December 31, 2014. the Company repurchased the remaining $41 million of 
outstanding Enhanced Capital Advantage Preferred Securities ("ECAPS") at par. The fees and write-off of 
deferred issuance costs associated with the early cxtinguishmcnt of the ECAPS were immaterial. 

On December 2. 2013. the Company issued $750 million of 1.2% unsecured senior notes due December 5. 
2016: S 1.25 billion of 2.25% unsecured senior notes due December 5, 2018: S 1.25 billion of 4.0% unsecured 
senior notes due December 5. 2023: and $750 million of 5.3% unsecured senior notes due December 5, 2043 
(the "2013 Notes'') for total proceeds of approximately $4.0 billion, net of discounts and underwriting fees. 

The 2013 Notes pay interest semi-annually and may be redeemed. in whole at any time. or in part from time 
to time. at the Company's option at a defined redemption price plus accrued and unpaid interest to the 
redemption date. The net proceeds of the 2013 Notes were used to repay commercial paper outstanding at 
the time of issuance and to fund the acquisition of Coram in January 2014. The remainder was used for 
general corporate purposes. 

The credit facilities. back-up credit facilities and unsecured senior notes contain customary restrictive 
financial and operating covenants. The covenants do not materially affect the Company's financial or 
operating flexibility. 

The following is a summary of the Company's required principal debt repayments. excluding unamortized 

debt discounts. deferred financing costs and debt premiums, due during each of the next five years and 
thereafter, as of December 3 1, 2015: 

Year Ending December 
31: 

In millions 

2016 s 1,197 

2017 1.113 

2018 3.521 

2019 1.266 

2020 3,224 

Thereafter 17,373 

Total $ 27,694 



Leases 

Leases !Abstract! 

Leases Leases 

12 Months Ended 

Dec. 31, 2015 

The Company leases most of its retail and mail order locations. ten of its distribution centers and certain 
corporate offices under noncancclablc operating leases. typically with initial terms of 15 to 25 years and 

with options that permit renewals for additional periods. The Company also leases certain equipment and 
other assets under noncancclablc operating leases, typically with initial terms of 3 to 10 years. In December 

2015, in connection with the acquisition of the pharmacy and clinic businesses of Target, the Company 
entered into lease agreements with Target for the pharmacy and clinic space within Target stores. Given 
that the noncancclablc contractual term of the pharmacy lease arrangement exceeds the remaining 
estimated economic life of the buildings being leased, the Company concluded for accounting purposes 
that the lease term was the remaining economic life of the buildings. Consequently, most of the individual 
pharmacy leases arc capital leases. Approximately $0.3 billion of capital lease obligations were recorded in 

connection with this transaction. 

Minimum rent on operating leases is expensed on a straight-line basis over the term of the lease. In 
addition to minimum rental payments. certain leases require additional payments based on sales volume. as 

well as reimbursement for real estate taxes. common area maintenance and insurance, which arc expensed 

when incurred. 

The following table is a summary of the Company's net rental expense for operating leases for the years 

ended December 31 : 

Tn millions 2015 2014 2013 

Minimum rentals s 2.317 s 2.320 s 2.210 

Contingent rentals 34 36 41 

2.351 2.356 2.251 

Less: sublease income (22) (21) (21) 

s 2,329 s 2,335 s 2,230 

The following table is a summary of the future minimum lease payments under capital and operating leases 

as of December 31, 2015: 

Capital Operating 
Tn millions Leases Leascs 111 

2016 s 52 s 2.405 

2017 94 2,321 

2018 70 2.197 

2019 69 2,044 

2020 69 1,877 

Thereafter 970 16.837 

Total future lease payments'" 1,324 s 27,681 

Less: imputed interest (679) 

Present value of capital lease obligations s 645 

(I) Future operating lease payments have not been reduced by minimum sublease rentals ofSl80 million due in the future 
under noncancelable subleases. 

(2) The Company leases pharmacy and clinic space from Target. Amounts related to such capital and operating leases arc 
reflected above. Amounts due in excess of the remaining estimated economic life of the buildings of approximately 
Sl.7 billion are not reflected herein since the estimated economic life of the buildings is shorter than the contractual 
term of the lease arrangement. 

The Company finances a portion of its store development program through sale-leaseback transactions. 

The properties arc generally sold at net book value. which generally approximates fair value, and the 
resulting leases generally qualify and arc accounted for as operating leases. The operating leases that 
resulted from these transactions are included in the above table. The Company docs not have any retained 

or contingent interests in the stores and docs not provide any guarantees, other than a guarantee of lease 



payments, in connection with the sale-leaseback transactions. Proceeds from sale-leaseback transactions 
totaled $411 million in 2015, $515 million in 2014 and $600 million in 2013. 



Medicare Part D 

Receivables IAbstractl 

Medicare Part D :Wcdicarc Part () 

12 Months Ended 

Dec. 31, 2015 

The Company offers Medicare Part D benefits through SilverScript, which has rnntracted with CMS to be a 
PDP and, pursuant to tht: Mt:dicart: Prt:scription Drug, lmprovt:mt:nt and Modt:rnization Act ol" 2003, must 
be a risk-bearing entity regulated under state insurance laws or similar statutes. 

SilverScript is a licensed domestic insurance company under the applicable laws and regulations. Pursuant 
to these laws and regulations, SilverScript must file quarterly and annual reports with the National 
Association of Insurance Commissioners ("NAIC") and certain state regulators, must maintain certain 

minimum amounts of capital and surplus under a formula established by the NAIC and must. in certain 
circumstances. request and receive the approval of certain state regulators before making dividend 
payments or other capital distributions to the Company. The Company docs not believe these limitations 
on dividends and distributions materially impact its financial position. 

The Company has recorded estimates of various assets and liabilities arising from its participation in the 
Medicare Part D program based on information in its claims management and enrollment systems. 
Significant t:stimatt:s arising from its participation in this program includt:: (i) t:stimatt:s of low-income cost 
subsidy, reinsurance amounts, and coverage gap discount amounts ultimately payable to or receivable 
from CMS based on a detailt:d claims rt:conciliation that will occur in tht: following yt:ar; (ii) an estimate of 

amounts receivable from or payable to CMS under a risk-sharing feature of the Medicare Part D program 
design, referred to as the risk corridor and (iii) estimatt:s for claims that have been reported and arc in the 
process of being paid or contested and for our estimate of claims that have been incurred but have not yet 
been reported. 

As of December 31. 2015 and 2014, amounts due from CMS included in accounts receivable were S 1.6 
billion and $1.8 billion, respectively. 



Pension Plans and Other 
Postretirement Benefits 
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Pension Plans and Other 
Postretirement Benefits 

12 Months Ended 

Dec. 31, 2015 

ension Plans and Other Postretirement Benefits 

Defined Contribution Plans 

Tiu: Company sponsors voluntary 40 I (k) savings plans that cover all employees who meet plan eligibility 
requirements. The Company makes matching contributions consistent with the provisions of the plans. 

At the participant's option. account balances. including the Company's matching contribution, can be 
transferred without restriction among various investment options. including the Company's common 
stock fund under one of the defined contribution plans. The Company also maintains a nonqualificd, 

unfunded Deferred Compensation Plan for certain key employees. This plan provides participants the 
opportunity to defer portions of their eligible compensation and receive matching contributions 
equivalent to what they could have received under the CVS Health 40 I (k) Plan absent certain restrictions 

and limitations under the Internal Revenue Code. The Company's contributions under the above defined 
contribution plans were $251 million, $238 million and $235 million in 2015, 2014 and 2013, respectively. 

Defined Benefit Pension Plans 

As of December 31. 2015. the Company sponsored seven defined benefit pension plans. Two of the plans 
arc tax-qualified plans that arc funded based on actuarial calculations and applicable federal laws and 
regulations. The other five plans arc unfunded nonqualificd supplemental retirement plans. As of 

December 3I.2014 and 2013. the Company sponsored nine defined benefit pension plans. Four of the 
plans were tax-qualified plans and the other five plans were unfunded nonqualificd supplemental 
retirement plans. Most of the plans were frozen in prior periods. 

On September 30. 2015. the Company's Board of Directors approved a resolution to merge the four tax

qualificd defined benefit plans that existed in 2014 and terminate the resulting merged plan. The merger 
was cfTectivc September 30. 2015 and the merged plan tcrrnination was effective December 31. 2015. It is 
expected to take approximately 18 to 24 months to complete the settlement of the tcrrninated plan from the 
date ofthc approved resolution. The assumptions used to calculate the pension liability as of December 

31. 2015 reflect the resolution to tcrrninatc the merged plan. This resulted in the pension liability and pre
tax accumulated other comprehensive income both increasing by $67 million during the three months 
ended December 31, 2015. The pension liability will be settled in either lump sum payments or purchased 
annuities. Currently. there is not enough inforrnation available to dcterrninc the ultimate cost of the 
termination: however, based on current market rates the one-time settlement charge at final liquidation is 
estimated to be in the range of approximately $175 million to $250 million. 

The following tables outline the change in benefit obligations and plan assets over the comparable 
periods: 

In million.> 2015 2014 

Change in benefit obligation: 

Benefit obligation at beginning of year S 796 s 694 

Acquisition 8 

Service cost I 

Interest cost 31 32 

Actuarial loss 45 119 

Benefit payments (36) (41) 

Settlements (9) 

Benefit obligation at end of year s 844 s 796 

In million., 2015 2014 

Change in plan assets: 

Fair value of plan assets at the beginning of 
the year S 635 s 568 



Acquisitions 5 

Actual return on plan assets (13) 75 

Employer contributions 22 42 

Benefit payments (36) (41) 

Settlements (9) 

Fair value of plan assets at the end of the 
year 613 635 

Funded status s (231) s (161) 

The components of net periodic benefit costs for the years ended December 3 I. 2015, 2014 and 2013 arc 

shown below: 

In millions 2015 2014 2013 

Components of net periodic benefit 
cost: 

Interest cost $ 31 s 32 s 30 

Expected return on plan assets (33) (31) (34) 

Amortization of net loss 21 16 22 

Settlement loss 3 

Service cost 

Net periodic pension cost s 19 $ 21 $ 19 

Pension Plan Assumptions 

The Company uses a series of actuarial assumptions to determine the benefit obligations and the net 

benefit costs. The discount rate is determined by examining the current yields observed on the 
measurement date of fixed-interest, high quality investments expected to be available during the period to 

maturity of the related benefits on a plan by plan basis. The discount rate for the merged qualified plan 
that has been terminated is determined by examining the current assumed lump sum and annuity purchase 
rates. The expected long-term rate of return on plan assets is determined by using the plan's target 

allocation and historical returns for each asset class on a plan by plan basis. Certain of the Company's 
pension plans use assumptions on expected compensation increases of plan participants. These 
increases are determined by an actuarial analysis of the plan participants. their expected compensation 
increases, and the duration of their earnings period until retirement. Each of these assumptions are 
reviewed as plan characteristics change and on an annual basis with input from senior pension and 
financial executives and the Company's external actuarial consultants. 

The discount rate for determining plan benefit obligations was 4.25% for all plans except the merged 
qualified plan in 2015 and 4% for all plans in 2014. The discount rate for the merged qua Ii lied plan was 
3.25% in 2015. The expected long-term rate of return for the plans ranged from 5. 75% to 6.75% in 2015 and 
ranged from 5.75% to 7.25% in 2014. The rate of compensation increases for certain of the plans with 
active participants ranged from 4% to 6% in 2015 and 2014. 

Return on Plan Assets 

Historically, the Company used an investment strategy which emphasized equities in order to produce 
higher expected returns, and in the long run. lower expected expense and cash contribution requirements. 
Beginning in 2013. the Company changed its investment strategy to be liability management driven. The 

qualified pension plan asset allocation targets in 2014 and 2013 were revised to hold more fixed income 
investments based on the change in the investment strategy. As of December 31. 2015. investment 

allocations for the two qualified defined benefit plans range from 80% to I 00% in fixed income and 0% to 

20% in equities. The following tables show the fair value allocation of plan assets by asset category as of 
December 31 , 2015 and 2014. 

In 111il/io11s Fair value of plan assets at December 31, 2015 

Level I Level 2 Level 3 Total 

Cash and money market funds S IO S s s IO 



Fixed income funds 

Equity mutual funds 

Total assets at fair value s 

Cash and money market funds S 

Fixed income funds 

Equity mutual funds 

Total assets at fair value s 

4 

115 

129 s 

484 

484 s $ 

488 

115 

613 

Fair value of plan assets at December 31, 2014 

Level I Level 2 Level 3 Total 

7 s 
514 

84 30 

91 s 544 

s 

s 

s 7 
514 

114 

s 635 

As of December 31. 2015, the Company's qualified defined benefit pension pl_an assets consisted of 19% 
equity, 80% fixed income and 2% money market securities of which 21 % were classified as Level I and 
79% as Level 2 in the fair value hierarchy. The Company's qualified defined benefit pension plan assets 
as of December 31, 2014 consisted of 18% equity. 81 % fixed income and I% money market securities of 
which 14% were classified as Level I and 86% as Level 2 in the fair value hierarchy. 

The Company continued to have no investments in Level 3 alternative investments during the years 
ended December 31, 2015 and 2014. 

Cash Flows 

The Company contributed $22 million, $42 million and $33 million to the pension plans during 2015. 2014 
and 2013. respectively. The Company plans to make approximately $37 million in contributions to the 
pension plans during 2016. These contributions include contributions made to certain nonqualificd 
benefit plans for which there is no funding requirement. The Company estimates the following future 
benefit payments which arc calculated using the same actuarial assumptions used to measure the benefit 
obligation as of December 31, 2015: 

/11 millions 

2016 $ 37 

2017'" 39 

2018 51 

2019 50 

2020 49 

Thereafter 250 
(I) Excludes any payments associated with the ultimate settlement of the terminated plan discussed above. 

Multiemployer Pension Plans 

The Company also contributes to a number ofmulticmploycr pension plans under the terms ofcollcctivc
bargaining agreements that cover its union-represented employees. The risks of participating in these 
multicmploycr plans arc different from single-employer pension plans in the following aspects: (i) assets 
contributed to the multicmploycr plan by one employer may be used to provide benefits to employees of 
other participating employers, (ii) ifa participating employer stops contributing to the plan, the unfunded 
obligations oftlu: plan may be borne by the remaining participating employers, and (iii) ifthe Company 
chooses to stop participating in some of its multicmploycr plans. the Company may be required to pay 
those plans an amount based on the underfunded status of the plan. referred to as a withdrawal liability. 

None of the multicmploycr pension plans in which the Company participates arc individually significant 
to the Company. Total Company contributions to multicmploycr pension plans were S 14 million in 2015 
and 2014 and $13 million in 2013. 

Other Postrctiremcnt Benefits 

The Company provides postrctiremcnt health care and life insurance benefits to certain retirees who meet 
eligibility requirements. The Company's funding policy is generally to pay covered expenses as they arc 
incurred. For retiree medical plan accounting. the Company reviews external data and its own historical 
trends for health care costs to determine the health care cost trend rates. As of December 31, 2015 and 
2014, the Company's other postrctircmcnt benefits have an accumulated postretircmcnt benefit obligation 
of$33 million and $31 million, respectively. Net periodic benefit costs related to these other postrctircment 



benefits were S2 million in 2015. SI million in 2014. and SI I million in 2013. The net periodic benefit costs 
for 2013 include a selllement loss of S8 million. 

Pursuant to various collective bargaining agreements. the Company also contributes to multiemployer 
health and welfare plans that cover certain union-represented employees. The plans provide 
postretiremenl health care and life insurance benefits to certain employees who meet eligibility 
requirements. Total Company contributions to multiemployer health and welfare plans were S60 million. 
S58 million and S55 million in 2015. 2014 and 2013. respectively. 
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Stock Incentive Plans Stock Incentive Plans 

12 Months Ended 

Dec.31,2015 

Stock-based compensation expense is measured at the grant date based on the fair value of the award 
and is recognized as expense over the requisite service period of the stock award (generally three to five 
years) using the straight-line method. 

Compensation expense related to stock options. which includes the Employee Stock Purchase Plan (the 
''ESPP") totaled $90 million, $103 million and S 100 million for 2015. 2014 and 2013, respectively. The 

recognized tax benefit was $26 million. $33 million and $32 million for 2015. 2014 and 2013. respectively. 
Compensation expense related to restricted stock awards totaled $140 million. $62 million and $41 million 

for 2015. 2014 and 2013. respectively. Stock-based compensation for the year ended December 31.2015 
includes $38 million associated with accelerated vesting of restricted stock replacement awards issued to 
Omnicare executives who were terminated subsequent to the acquisition. 

The ESPP provides for the purchase of up to 15 million shares of common stock. In March 2013. the 
Board of Directors approved an amendment to the ESPP to provide an additional 15 million shares of 
common stock for issuance. Under the ESPP. eligible employees may purchase common stock at the end 

of each six month offering period at a purchase price equal to 85% of the lower of the fair market value on 
the first day or the last day of the offering period. During 2015, approximately 1 million shares of common 
stock were purchased under the provisions of the ESPP at an average price ofS72.21 per share. As of 
Dt:cember 31, 2015, approximately 14 million shares of common stock were available for issuance under 

the ESPP. 

The fair value of stock-based compensation associated with the ESPP is estimated on the date of grant 
(the first day of the six month offering period) using the Black-Scholes Option Pricing Model. 

The following table is a summary of the assumptions used to value the ESPP awards for each of the 

rt:spt:cti ve periods: 

2015 2014 2013 

Dividend yield"' 0.71% 0.75% 0.86% 

Expected volatility"' 13.92% 14.87% 16.94% 

Risk-free interest rate"' 0.11% 0.08% 0.10% 

Expected life (in year~)'" 0.5 0.5 0.5 

Weighted-average grant date fair value s 18.72 s 13.74 s 10.08 

(I) The dividend yield is calculated based on semi-annual dividends paid and the fair market value of the Company's 
stock at the grant date. 

(2) The expected volatility is based on the historical volatility of the Company's daily stock market prices over the 
previous six month period. 

(3) The risk-free interest rate is based on the Treasury constant maturity interest rate whose term is consistent with 
the expected term of ESPP options (i.e., 6 months). 

(4) The expected life is based on the semi-annual rurchasc rcriod. 

The terms of the Company's Incentive Compensation Plan ("ICP") provide for grants of annual incentive 
and long-term performance awards to executive officers and other officers and employees of the 

Company or any subsidiary of the Company. Payment of such annual incentive and long-tenn 
performance awards will be in cash. stock. other awards or other property. at the discretion of the 

Management Planning and Development Committee of the Company's Board of Directors. The ICP 

allows for a maximum of 74 million shares to be reserved and available for grants. The ICP is the only 

compensation plan under which the Company grants stock options. restricted stock and other stock
based awards to its employees. with the exception of the Company's ESPP. In November 2012, the 

Company's Board of Directors approved an amendment to the ICP to eliminate the share recycling 

provision of the ICP. As of December 31, 2015. there were approximately 24 million shares available for 
future grants under the ICP. 

The Company's restricted awards arc considered nonvcsted share awards and require no payment from 



the employee. Compensation cost is recorded based on the market price of the Company's common 
stock on the grant date and is recognized on a straight-line basis over the requisite service period. The 
Company granted 2.695.000. 2.708.000 and 1.715.000 restricted stock units with a weighted average fair 
value of S 100.81. $73.60 and $54.30 in 2015, 2014 and 2013, respectively. As of December 31, 2015, there 
was $268 million of total unrecognized compensation cost related to the restricted stock units that arc 
expected to vest. These costs arc expected to be recognized over a weighted-average period of 
2.61 years. The total fair value ur restricted shares vested during 2015, 2014 and 2013 was S 164 million. 
S57 million and $41 million. respectively. 

The following table is a summary of the restricted stock unit and restricted share award activity for the 
year ended December 31, 2015. 

Weighted Average 
Grant Dale 

U11its i11 tlw11.1·a11tl.< Units Fair Value 

Nonvcstcd at beginning of year 4.677 s 51.90 

Granted 2,695 s 100.81 

Vested ( 1.646) s 103.82 

Forfeited (308) s 73.61 

Non vested at end of year 5.418 s 59.22 

All grants under the lCP arc awarded at fair value on the date of grant. The fair value of stock options is 
estimated using the Black-Scholes Option Pricing Model and stock-based compensation is recognized 

on a straight-line basis over the requisite service period. Stock options granted generally become 
exercisable over a four-year period from the grant date. Stock options generally expire seven years after 
the grant date. 

Excess tax benefits of$127 million, $106 million and $62 million were included in financing activities in the 

accompanying consolidated statements of cash now during 2015, 2014 and 2013, respectively. Cash 
received from stock options exercised. which includes the ESPP. totaled 5299 million. $421 million and 
$500 million during 2015. 2014 and 2013, respectively. The total intrinsic value of stock options exercised 
was $394 million. $372 million and $282 million in 2015. 2014 and 2013. respectively. The total fair value of 
stock options vested during 2015. 2014 and 2013 was $334 million, $292 million and $329 million. 
respectively. 

The fair value of each stock option is estimated using the Black-Scholes option pricing model based on 
the following assumptions at the time of grant: 

2015 2014 2013 

Dividend yield"' 1.37% 1.47% 1.65% 

Expected volatility'" 18.07% 19.92% 30.96% 

Risk-free interest rate''' 1.24% 1.35% 0.73% 

Expected life (in years/" 4.2 4.0 4.7 

Weighted-average grant date fair value s 14.01 s 11.04 s 12.50 

(I) The dividend yield is based on annual dividends paid and the fair market value of the Company's stock at the grant 
date. 

(2) The expected volatility is estimated using the Company's historical volatility over a period equal to the expected 
life of each option grant after adjustments for infrequent events such as stock splits. 

(3) The risk-free interest rate is selected based on yields from U.S. Treasury zero-coupon issues with a remaining tenn 
equal to the expected term of the options being valued. 

(4) The expected life represents the number of years the options are expected to be outstanding from grant date based 
on historical option holder exercise experience. 

As uf December 31, 2015, unrecognized compensation expense related to unvested options totaled $91 

million. which the Company expects to be recognized over a weighted-average period of 1.72 years. After 
considering anticipated forfeitures. the Company expects approximately 12 million of the unvested stock 
options to vest over the requisite service period. 

The following table is a summary of the Company's stock option activity for the year ended 
December 31, 2015: 

Weighted 
Average 



Weighted Remaining Aggregate 
A \'Cragc Contractual Intrinsic 

Shares itr t/1ousu111ltt Shares Exercisr Price Term Value 

Outstanding at December 31, 
2014 28.166 s 47.87 

Granted 3.772 s 102.25 

Exercised (6.425) s 40.68 

Forfeited (902) s 66.81 

Expired (270) s 38.03 

Outstanding at December 31, 
2015 24,341 s 57.60 3.88 $993.965.110 

Exercisable at December 31, 2015 11.84 7 s 42.17 2.66 S658. 732.653 

Vested at December 3 I. 2015 and 
expected 

to vest in the future 23.765 s 56.96 3.84 S984. 746.487 



Income Taxes 

Income Tax Disclosure 
[Abstract I 
Income Taxes Income Taxes 

12 Months Ended 

Dec. 31, 2015 

The income tax provision for continuing operations consisted of the following for the years ended 

December 3 I: 

In 111illio11s 2015 2014 2013 

Current: 

Federal s 3.065 s 2.581 $ 2.623 

State 555 495 437 

3,620 3,076 3,060 

Deferred: 

Federal (180) (43) (115) 

State (54) (17) 

(234) (43) (132) 

Total s 3,386 s 3,033 $ 2,928 

The following table is a reconciliation of the statutory income tax rate to the Company's effective income 

tax rate for continuing operations for the years ended December 3 I: 

2015 2014 2013 

Statutory income tax rate 35.0% 35.0% 35.0% 

State income taxes, net of federal tax benefit 4.0 4.3 4.0 

Other 0.3 0.2 (0.1) 

Effective income tax rate 39.3% 39.5% 38.9% 

The following table is a summary of the significant components of the Company's deferred tax assets and 

liabilitit:s as of Dt:ct:mbt:r 31: 

In 111illio11s 2015 2014 

Deferred tax assets: 

Lease and rents s 378 s 396 

Inventory 99 

Employee benefits 359 311 

Allowance for doubtful accounts 279 164 

Retirement benefits 105 80 

Net operating loss and capital loss carryforwards 115 74 

Deferred income 83 261 

Other 498 297 

Valuation allowance ( 115) (5) 

Total deferred tax assets 1.801 1,578 

Deferred tax liabilities: 

Inventories ( 18) 

Depreciation and amortization (6,018) (4,572) 

Total deferred tax liabilities (6,018) (4,590) 

Net deferred tax liabilities s (4,217) $ (3,012) 



Net deferred tax assets (liabilities) arc presented on the consolidated balance sheets as follows: 

In mil/io11s 2015 2014 

Deferred tax assets-current s 1.220 s 985 

Deferred tax assets-noncurrent (included in other assets) 39 

Deferred tax liabilities-noncurrent (5.437) (4.036) 

Net deferred tax liabilities s (4.217) $ (3.012) 

The Company assesses positive and negative evidence to determine whether it is more likely than not 

some portion ofa deferred tax asset would not be realized. When it would not. a valuation allowance is 
established for such portion ofa deferred tax asset. The Company's valuation allowance increased by $110 
million in the current year. a majority of which relates to capital losses assumed in the Omnicare 
acquisition. 

A reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows: 

Ill milli1ms 2015 2014 2013 

Beginning balance s 188 s 117 s 80 

Additions based on tax positions related to the current year 57 32 19 

Additions based on tax positions related to prior years 122 70 37 

Reductions for tax positions of prior years (II) (15) (I) 

Expiration of statutes of limitation (13) (15) (17) 

Settlements (5) (I) (I) 

Ending balance s 338 s 188 s 117 

The Company and most of its subsidiaries are subject to U.S. federal income tax as well as income tax of 

numerous state and local jurisdictions. The Company is a participant in the Compliance Assurance 
Process ( .. CAP"). which is a voluntary program offered by the Internal Revenue Service ("IRS") under 
which participating taxpayers work collaboratively with the IRS to identify and resolve potential tax issues 

through open. cooperative and transparent interaction prior to the filing of their federal income tax. The 
IRS is currently examining the Company's 2014 and 2015 consolidated U.S. federal income tax returns. 

The Company and its subsidiaries are also currently under income tax examinations by a number of state 
and local tax authorities. As of December 31. 2015. no examination has resulted in any proposed 
adjustments that would result in a material change to the Company's results of operations. financial 
condition or liquidity. 

Substantially all material state and local income tax matters have been concluded for fiscal years through 
20 I 0. Although certain state exams will be concluded and certain state statutes will lapse in 2016. the 
change in the balance of our uncertain tax positions will be immaterial. In addition. it is reasonably possible 
that the Company's unrecognized tax benefits could significantly change within the next twelve months 
due to the anticipated conclusion of various examinations with the IRS for various years. An estimate of 
the range of the possible change cannot be made at this time. 

The Company recognizes interest accrued related to unrecognized tax benefits and penalties in income tax 
expense. The Company recognized interest of approximately $5 million during the year ended December 31. 
2015. S6 million during the year ended December 31. 2014. and S4 million during the year ended December 

31. 2013. The Company had approximately S 16 million and S 11 million accrued for interest and penalties as 
of December 31, 2015 and 2014, respectively. 

There are no material uncertain tax positions as of December 31, 2015 the ultimate deductibility of which is 
highly certain but for which there is uncertainty about the timing. If there were, any such items would 

impact deferred tax accounting only. not the annual effective income tax rate. and would accelerate the 
payment of cash to the taxing authority to a period earlier than expected. 

As of December 31. 2015. the total amount of unrecognized tax benefits that. if recognized, would affect the 

effective income tax rate is approximately $292 million. after considering the federal benefit of state income 
taxes. 
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12 Months Ended 

Dec. 31, 2015 

Commitments and Contingencies Commitments and Contingencies 

Lease Guarantees 

Between 1991 and 1997, the Company sold or spun off a number of subsidiaries. including Bob's Stores. 

Linens 'n Things. Marshalls. Kay-Bee Toys. Wilsons. This End Up and Footstar. In many cases. when a 
former subsidiary leased a store. the Company provided a guarantee of the store ·s lease obligations. 

When the subsidiaries were disposed of. the Company's guarantees remained in place. although each 
initial purchaser has agreed to indemnify the Company for any lease obligations the Company was 
required to satisfy. If any of the purchasers or any of the former subsidiaries were to become insolvent 
and failed to make the required payments under a store lease, the Company could be required to satisfy 

these obligations. 

As of December 31, 2015, the Company guaranteed approximately 72 such store leases (excluding the 
lease guarantees related to Linens ·n Things. which arc discussed in Note I). with the maximum remaining 

lease term extending through 2026. Management believes the ultimate disposition of any of the remaining 
guarantees will not have a material adverse effect on the Company's consolidated financial condition. 

results of operations or future cash flows. 

Legal Matters 

The Company is a party to legal proceedings. investigations and claims in the ordinary course of its 
business. including the mailers described below. The Company records accruals for outstanding legal 
mailers when it believes it is probable that a loss will be incurred and the amount can be reasonably 
estimated. The Company evaluates. on a quarterly basis. developments in legal mailers that could affect 
the amount of any accrual and developments that would make a loss contingency both probable and 
reasonably estimable. If a loss contingency is not both probable and estimable, the Company does not 

establish an accrued liability. None of the Company's accruals for outstanding legal mailers arc material 
individually or in the aggregate to the Company's financial position. 

The Company's contingencies arc subject to significant uncertainties. including. among other factors: 
(i) the procedural status of pending mailers; (ii) whether class action status is sought and certified; 
(iii) whether asserted claims or allegations will survive dispusitive motion practii:e; {iv) the extent or 

potential damages, lines or penalties, which are often unspecified or indeterminate; (v) the impact of 
disi:overy on the legal process; (vi) whether novel or unsellled legal theories are at issue; (vii) the 

selllemenl posture of the parties, and/or (viii) in the case of certain government agency investigations, 
whether a scaled qui tam lawsuit ("whistlcblower" action) has been filed and whether the government 
agency makes a decision to intervene in the lawsuit following investigation. 

Except as otherwise noted, the Company cannot predict with certainly the timing or outcome of the legal 
mailers described below, and is unable to reasonably cs ti male a possible loss or range of possible loss in 
excess or amounts already accrued for these mailers. 

Caremark (the term "Caremark" being used herein Lo generally refer tu any uni: or more PBM 
subsidiaries of the Company, as applicable) was named in a putative class action lawsuit filed in 
October 2003 in Alabama stale court by John Lauriello, purportedly on behalf of participants in 
the 1999 selllemcnt of various securities class action and derivative lawsuits against Caremark 

and others. Other defendants include insurance companies that provided coverage to Caremark 

with respect to the selllcd lawsuits. The Lauricllo lawsuit seeks approximately $3.2 billion in 

compensatory damages plus other non-specified damages based on allegations that the amount 

of insurance coverage available for the sell led lawsuits was misrepresented and suppressed. A 

similar lawsuit was filed in November 2003 by Frank McArthur. also in Alabama state court, 
naming as defendants. among others, Caremark and several insurance companies involved in the 

1999 selllcmcnt. This lawsuit was stayed as a later-filed class action, but McArthur was 

subsequently allowed to intervene in the Lauricllo action. Following the close of class discovery. 
the trial court entered an Order on August 15, 2012 that granted the plaintiffs· motion to certify a 

class pursuant tu Alabama Rult: of Civil Procedures 23{b){3) but denied their request that the 
class also be certified pursuant tu Rule 23{b)( I). In addition, the August 15, 2012 Order 



appointed class representatives and class counsel. On September 12, 2014, the Alabama Supreme 
Court affirmed the trial court's August 15, 2012 Order. In November 2015, the trial court ruled on 
the parties' motions for summary judgment. The Court granted in part and denied in part 
plaintiffs' motion for summary judgment and the Court denied Caremark's motion for summary 
judgment. The parties engaged in mediation in January 2016. The case is proceeding and trial is 
currently scheduled to begin on February 19. 2016. 

Beginning in August 2003, various lawsuits were filed by pharmacies alleging that Caremark and 

other PBMs were violating certain antitrust laws. In August 2003, Bellevue Drug Co., Robert 
Schreiber, Inc. d/b/a Burns Phannacy and Rehn-Hucrbingcr Drug Co. d/b/a Parkway Drugs #4, 
together with Pharmacy Freedom Fund and the National Community Pharmacists Association 
filed a putative class action against Caremark in the United States District Court for the Eastern 
District of Pennsylvania, seeking treble damages and injunctive relief. This case was initially sent 
to arbitration based on the contract terms between the pharmacies and Caremark, but later 

returned to federal court, where it currently remains. In addition, in October 2003, two 
independent pharmacies, North Jackson Pharmacy, Inc. and C&C, Inc. d/b/a Big C Discount 
Drugs, Inc., filed three separate putative class action complaints in the United States District 
Court for the Northern District of Alabama, all seeking treble damages and injunctive relief. One 
complaint named three Caremark entities as defendants, and the other two complaints named 
PBM competitors. The North Jackson Pharmacy case against two of the Caremark entities was 

transferred to the United States District Court for the Northern District of Illinois; the case 
against the third Caremark entity was sent to arbitration based on contract terms between the 
pharmacies and that entity. The arbitration was stayed at the parties' request and later closed by 

the American Arbitration Association. 

In August 2006, the Judicial Panel on Multidistrict Litigation issued an order transferring all 
related PBM antitrust cases, including the North Jackson Pharmacy cases, to the United States 
District Court for the Eastern District of Pennsylvania for coordinated and consolidated 
proceedings with the cases originally filed in that court, including the Bellevue matter. The 
consolidated action is now known as In re Pharmacy Benefit Managers Antitrust litigation. A 
motion for class certification filed by the North Jackson Pharmacy plaintiffs against the Caremark 
defendants in August 2015 is currently pending. In the Bellevue matter, the parties arc in the 

early stages of discovery. 

In February 2006, two substantially similar putative class action lawsuits were filed in the U.S. 
District Court for the Eastern District of Kentucky, and were consolidated and entitled Indiana 
State Dist. Council of Laborers & HOD Carriers Pension & Welfare Fund v. Omnicare, Inc., et al., 
No. 2:06cv26. The consolidated complaint was filed against Omnicare, three of its officers and 
two of its directors and purported to be brought on behalf of all open-market purchasers of 
Omnicare common stock from August 3, 2005 through July 27, 2006, as well as all purchasers 
who bought shares of Omnicare common stock in Omnicare 's public offering in December 2005. 
The complaint alleged violations of the Securities Exchange Act of 1934 and Section I I of the 
Securities Act of 1933 and sought, among other things, compensatory damages and injunctive 
relief. After dismissals and appeals to the United States Court of Appeals for the Sixth Circuit, 

the United States Supreme Court remanded the case to the district court. In October 2015. the 
court granted plaintiffs' motion to file a third amended complaint. In December 2015, Omnicare 
filed a motion to dismiss plaintiffs' third amended complaint. 

In December 2007, the Company received a document subpoena from the Office of Inspector 
General ("OIG") within the U.S. Department of Health and Human Services, requesting 

information relating to the processing of Medicaid and certain other government agency claims 
on behalf of its clients (which allegedly resulted in underpayments from our pharmacy benefit 
management clients to the applicable government agencies) on one of the Company's 

adjudication platforms. In September 2014, the Company settled the OIG 's claims, as well as 
related claims by the Department of Justice and private plaintiffs, without any admission of 

liability. The Company is in discussions with the OIG concerning other claim processing issues. 

In November 2009, a securities class action lawsuit was filed in the United States District Court 
for the District of Rhode Island by Richard Medoff. purportedly on behalf of purchasers of CVS 

Health Corporation stock between May 5, 2009 and November 4, 2009. An amended complaint 
extended that time period back to October 30, 2008. The lawsuit names the Company and certain 

officers as defendants and includes allegations of securities fraud relating to public disclosures 
made by the Company concerning the PBM business and allegations of insider trading. In 

addition, a shareholder derivative lawsuit was tiled by Mark Wuotila in December 2009 in the 
same court against the directors and certain officers of the Company. This lawsuit. which has 



remained stayed pending developments in the related securities class action. includes 
allegations oL among other things. securities fraud. insider trading and breach of fiduciary duties 
and further alleges that the Company was damaged by the purchase of stock at allegedly inflated 
prices under its share repurchase program. In January 2011, both lawsuits were transferred to the 
United States District Court for the District of New Hampshire. In August 2015. the Parties 
reached an agreement in principle to sell le the Medoff action for $48 million. In September 2015. 
the Parties filed a joint stipulation seeking preliminary approval for this sclllcmcnt. Preliminary 
approval was granted in November 2015 and the final approval hearing occurred in January 20 l 6. 
The Company denies any wrongdoing, and agreed to a sclllcment to avoid the burden. 
uncertainty and distraction of litigation. The sclllcmcnt will be funded by insurance proceeds. 
The Wuotila derivative mailer remains pending. 

As part ofa previously disclosed civil sclllcmcnt agreement entered into by Omnicare with the 

U.S. Allorncy's Office. for the District of Massachusetts in November 2009. Omnicare also 
entered into an amended and restated corporate integrity agreement ("CIA'") with the OIG with a 
term of five years from November 2, 2009 with certain provisions continuing for a period after the 
term. In October 20 l 5. Omnicare received a closure lellcr from the OIG. The Company is 
continuing discussions with the O!G around the CIA and its compliance program. 

In March 2010. the Company learned that various State Attorneys General offices and certain 
other government agencies were conducting a multi-state investigation of certain of the· 

Company's business practices similar to those being investigated at that time by the U.S. Federal 
Trade Commission ("FTC"). Twenty-eight states. the District of Columbia and the County of Los 
Angeles arc known to be participating in this investigation. The prior FTC investigation. which 
commenced in August 2009. was officially concluded in May 20 l 2 when the consent order 
entered into between the FTC and the Company became final. The Company has cooperated 
with the multi-state investigation. 

In March 20 I 0, the Company received a subpoena from the OJG requesting information about 

programs under which the Company has offered customers remuneration conditioned upon the 
transfer of prescriptions for drugs or medications to the Company's pharmacies in the form of 
gift cards. cash. non-prescription merchandise or discounts or coupons for non-prescription 
merchandise. The subpoena relates to an investigation of possible false or otherwise improper 

claims for payment under the Medicare and Medicaid programs. The Company has provided 
documents and other information in response to this request for information. 

On October 29. 2010. a qui tam complaint entitled United States et al., ex rel. Banigan and 
Templin v. Organon USA. Inc .. Omnicare. Inc. and PharMerica Corporation. Civil No. 07-12153-

R WZ. that had been filed under seal with the U.S. District Court in Boston. Massachusclls. was 
ordered unscaled by the court. The complaint was brought by James Banigan and Richard 
Templin. former employees ofOrganon. as private party qui tam rclators on behalf of the federal 
government and several state and local governments. The action alleges civil violations of the 
False Claims Act based on allegations that Organon and its affiliates paid Omnicare and several 
other long-term care pharmacies rebates. post-purchase discounts and other forms of 

remuneration in return for purchasing pharmaceuticals from Organon and taking steps to 
increase the purchase ofOrganon's drugs in violation of the Anti-Kickback Statute. The U.S. 
Department of Justice declined to intervene in this action. The court denied Omnicare 's motion 

to dismiss in June 2012. Discovery is closed in this mailer. The Company believes that the 
allegations arc without merit. 

In January 2012. the United States District Court for the Eastern District of Pennsylvania 
unscaled a first amended qui tam complaint filed in August 2011 by an individual rclator. 
Anthony Spay. who is described in the complaint as having once been employed by a firm 

providing pharmacy prescription benefit audit and recovery services. The complaint seeks 
monetary damages and alleges that Caremark 's processing of Medicare claims on behalf of one 

of its clients violated the federal False Claims Act. The United States declined to intervene in the 

lawsuit. In September 2015. the Court granted Carcmark's motion for summary judgment in its 
entirety. and entered judgment in favor of Caremark and against Spay. In October 2015. Spay 

filed a notice of appeal in the United States Court of Appeals for the Third Circuit. 

In November 2012. the Company received a subpoena from the O!G requesting information 

concerning automatic refill programs used by pharmacies to refill prescriptions for customers. 
The Company has been cooperating and providing documents and other information in 
response to this request for information. 



In 2013. Omnicare received subpoenas seeking information regarding Omnicare 's nationwide 
billing practices with regard to National Drug Code overrides and Omnicare ·s May 2008 
acquisition of Pure Service Pharmacy. In 2014. Omnicare received subpoenas seeking information 
regarding Omnicarc"s Auto Label Verification system and Omnicarc"s per diem arrangements. 
Omnicare has produced documents and provided information in response to these subpoenas 
and continues to cooperate in the investigations. 

On March 22, 2013, a qui lam complaint entitled United States el al. ex rel. Susan Ruscher v. 
Omnicare. Inc. el al .. Civil No. 08-cv-3396. which had been filed under seal in the U.S. District 
Court for the Southern District of Texas. was unsealed by the court. The complaint was brought 
by Susan Ruscher as a private party qui lam rclator on behalf of the federal government and 

several state governments alleging violations of the federal False Claims Act and analogous 
state laws based upon allegations that Omnicare 's practices relating to customer collections 
violated the Anti-Kickback Statute. In September 20 I 5. the court granted summary judgment 
dismissing all claims against Omnicare and denied relator's motion for summary judgment related 
to Omnicare ·s counterclaims and thereafter. in October 2015. the court entered a final judgment 

for Omnicare and stayed trial on the counterclaims pending an appeal from the rclator. In October 
2015. plaintiffs filed a notice of appeal in the United States Court of Appeals for the Fifth Circuit. 

In March 2014. the Company received a subpoena from the United States Attorney's Office for 
the District of Rhode Island. requesting documents and information concerning bona fide 
service fees and rebates received from pharmaceutical manufacturers in connection with certain 
drugs utilized under Part D of the Medicare Program, as well as the reporting of those fees and 

rebates to Part D plan sponsors. The Company has been cooperating with the government and 
providing documents and information in response to the subpoena. 

The U.S. Department of Justice. through the U.S. Attorney's Office for the Western District of 
Virginia. investigated whether Omnicarc"s activities in connection with the agreements it had 
with the manufacturer of the pharmaceutical Dcpakotc violated the False Claims Act or the Anti

Kickback Statute. Omnicare cooperated with this investigation and believes that it has complied 
with applicable laws and regulations with respect to this matter. In connection with this matter. 
on December 22. 2014. the U.S. Department of Justice filed a civil complaint-in-intervention in 
two qui lam complaints. entitled United States. el al .. ex rel. Spetter v. Abbott Laboratories. Inc .. 
Omnicare. Inc .. and PharMerica Corp., No. I :07-cv-00006 and United States, el al., ex rel. 
McCoyd v. Abbott Laboratories, Omnicare, Inc., PharMerica Corp .. and Miles White, No. I :07-
cv-0008 I. alleging ci vii violations of the False Claims Act in connection with the manufacturer 
agreements described above. In July 2015. the parties filed a Joint Motion to Stay the Litigation 
stating that the parties have reached a proposed resolution of the monetary terms ofa potential 

settlement agreement. These financial terms arc contingent on approval by authorized officials at 
the Department of Justice, negotiation of terms of a settlement agreement. approval and releases 
from the OIG. the National Association of Medicaid Fraud Control Units. and the Department of 
Justice, and coordination with discussions with the United States regarding other ongoing 
matters. While the Company believes that a final settlement will be reached. there can be no 

assurance that any final settlement agreement will be reached or as to the final terms of such 

settlement. 

In May 2015. the Company entered into a settlement agreement with the U.S. Attorney's Office 
for the Middle District of Florida. resolving alleged violations of the Controlled Substances Act 
("CSA"). The Company paid a fine of $22 million in connection with the settlement. The 
Company is also undergoing several audits by the Drug Enforcement Agency ("DEA") 
Administrator and is in discussions with the DEA and the U.S. Attorney's Office in several 
locations concerning allegations that the Company has violated certain requirements of the 
CSA. Whether agreements can be reached and on what terms is uncertain. 

In May 2015. the Company received a subpoena from the O!G requesting information and 

documents concerning the Company's automatic refill programs. adherence outreach programs. 
and pharmacy customer incentives. particularly in connection with claims for reimbursement 

made to the Minnesota Medicaid program. The Company has been cooperating with the 
investigation and providing information in response to the subpoena. 

In July 2015. the U.S. District Court in the District of Massachusetts dismissed all claims alleged 

in a qui lam lawsuit that had been brought against the Company by a pharmacy auditor and a 

former CVS pharmacist. The lawsuit, which was initially tiled under seal in 20 I I, alleged that the 
Company violated the federal False Claims Act. as well as the false claims acts of several states, 
by overcharging state and federal governments in connection with prescription drugs available 



through the Company's Health Savings Pass program. a membership-based program that allows 
enrolled customers special pricing for typical 90-day supplies of various generic prescription 
drugs. The federal government had declined to intervene in the case. The plaintiffs are appealing 
the dismissal to the U.S. Court of Appeals for First Circuit. 

On July 27. 2015. a consolidated class action complaint was filed by plaintiffs naming Omnicare. 
the members of the Omnicare Board of Directors. CVS Health. CVS Pharmacy. Inc. and its merger 
subsidiary as defendants. The complaint alleged that the members of the Omnicare Board of 
Directors breached their fiduciary duties to Omnicare 's stockholders during merger negotiations 
by entering into the merger agreement and approving the merger. and the CVS parties aided and 
abetted such breaches of fiduciary duties. In September 2015. the court granted plaintiffs· 

voluntary notice of dismissal of all allegations against the defendants. 

The Attorney General of the State of Texas issued civil investigative demands and other 

requests in February 2012. May 2014. and May 2015. and has continued its investigation 
concerning the Health Savings Pass program and other pricing practices with respect to claims 
for reimbursement from the Texas Medicaid program. 

In July and September 2015. two related putative class actions. Corcoran el al. v. CVS Health 
Corp .. and Podgorny el al. v. CVS Health Corp .. were filed against the Company in the United 

States District Court in the Northern District of California and the Northern District of Illinois. 
respectively. The two cases have been consolidated in United States District Court in the 
Northern District of California. The consolidated second amended complaint alleges that 

plaintiffs overpaid for prescriptions for generic drugs filled at CVS pharmacies. The plaintiffs 
seek damages and injunctive relief under the consumer protection statutes and common laws of 
certain states. The Company has moved to dismiss the second amended complaint. 

In September 2015. Omnicare was served with an administrative subpoena by the DEA. The 
subpoena seeks documents related to controlled substance policies. procedures. and practices 

at eight pharmacy locations from May 2012 to present. The Company has been cooperating and 
providing documents in response to this administrative subpoena. 

In October 2015, Omnicare received a Civil Investigative Demand from the United States 
Attorney's Offiec for the Southern District of New York requesting information and documents 
concerning Omnicare 's cycle fill process for assisted living facilities. The Company has been 

cooperating with the government and providing documents and information in response to the 
Civil Investigative Demand. 

In October 2015. the Company received from the U.S. Department of Justice a Civil Investigative 
Demand requesting documents and information in connection with a False Claims Aet 
investigation concerning allegations that the Company submitted. or caused to be submitted. to 

the Medicare Part D program prescription drug event data that misrepresented true prices paid 
by the Company's PBM to pharmacies for drugs dispensed to Part D beneficiaries with 

prescription benefits administered by the Company's PBM. The Company has been cooperating 
with the government and providing documents and information in response to the Civil 
Investigative Demand. 

In November 2015. the United States District Court for the Eastern District of Pennsylvania 
unscaled a second amended qui lam complaint filed in September 2015. in an action captioned 
The United States of America et al. ex rel. Sally Schimelpfeinig and John Segura v. Dr. Reddy's 
Laboratories Limited el al. The U.S. Department of Justice declined to intervene in this action. 
The relators allege that the Company. Walgrecns. Wal-Mart, and Dr. Rcddy's Laboratories 
violated the federal and various state False Claims Acts by dispensing prescriptions in unit dose 
packaging supplied by Dr. Rcddy's that was not compliant with the Consumer Product Safety 

Improvement Act and the Poison Preventive Packaging Act and thereby allegedly rendering the 
drugs misbranded under the Food, Drug & Cosmetic Act. 

The Company is also a party to other legal proceedings. government investigations. inquiries and audits 

arising in the normal course of its business. none of which is expected to be material to the Company. The 

Company can give no assurance. however. that its business. financial condition and results of operations 

will not be materially adversely affected. or that the Company will not be required to materially change its 
business practices, based on: (i) future enactment of new health care or other laws or regulations; (ii) the 

interpretation or application of existing laws or regulations as they may relate lo the Company's business. 
the pharmacy services. retail pharmacy. long-term care pharmacy or retail clinic industries or to the health 
care industry generally; (iii) pending or future federal or stale governmental investigations of the 



Company's business or the pharmacy services. retail pharmacy. long-term care pharmacy or retail clinic 
industry or of the health care industry generally; (iv) pending or future government enforcement actions 
against the Company; (v) adverse developments in any pending qui tam lawsuit against the Company. 
whether scaled or unscaled. or in any future qui tam lawsuit that may be filed against the Company: or 
(vi) adverse developments in pending or future legal proceedings against the Company or affecting the 
pharmacy services. retail pharmacy. long-term care pharmacy or retail clinic industry or the health care 
industry generally. 



Segment Reporting 

Segment Reporting [Abstract[ 

Segment Reporting Segment Reporting 

12 Months Ended 

Dec. 31, 2015 

The Company currently has three reportable segments: Pharmacy Services. Rctail/L TC and Corporate. The 
Rctail/L TC Segment includes the operating results of the Company's Retail Pharmacy and L TC operating 
segments as the operations and economics characteristics arc similar. The Company's segments maintain 
separate financial information for which operating results arc evaluated on a regular basis by the 
Company's chief operating decision maker in deciding how to allocate resources and in assessing 

performance. 

The Company evaluates its Pharmacy Services and Rctail/L TC segment performance based on net revenue. 

gross profit and operating profit before the effect of nonrecurring charges and certain intcrscgmcnt 
activities. The Company evaluates the performance of its Corporate Segment based on operating expenses 
before the effect of discontinued operations. nonrecurring charges. and certain intcrscgmcnt activities. Sec 
Note I for a description of the Pharmacy Services. Rctail/L TC and Corporate segments and related 

significant accounting policies. 

The following table is a reconciliation of the Company's business segments to the consolidated financial 

statements: 

Pharmacy Scn·ices Rctail/LTC Corporate 
Intcrscgmcnl 

Consolidated Eliminations 
In million" Segment 11112

• Segment'" Segment "' Totals 

2015: 

Net revenues s I 00,363 $ 72.007 $ s ( 19.080) s 153.290 

Gross profit 5.227 21.992 (691) 26.528 

Operating profit'" 3.989 7,130 (1.037) (628) 9.454 

Depreciation and 
amortization 654 1,336 102 2.092 

Additions to property and 
equipment 359 1,883 125 2.367 

2014: 

Net revenues s 88.440 s 67.798 $ s ( 16.871) $ 139.367 

Gross profit 4.771 21.277 (681) 25.367 

Operating profit 3.514 6.762 (796) (681) 8,799 

Depreciation and 
amortization 630 1.205 96 1.931 

Additions to property and 
equipment 308 1.745 83 2.136 

2013: 

Net revenues s 76.208 s 65.618 s s ( 15.065) s 126.761 

Gross profit 4.237 20.112 (566) 23.783 

Operating profit'" 3.086 6.268 (751) (566) 8,037 

Depreciation and 
amortization 560 1,217 93 1,870 

Additions to property and 
equipment 313 1.610 61 1.984 

(I) Net revenues of the Pharmacy Services Segment include approximately $8.9 billion. $8. I billion and $7.9 billion of 
Retail Co-Payments for 2015, 2014 and 2013. respectively. See Note I to the consolidated financial statements for 
additional information about Retail Co-Payments. 

(2) lmersegment eliminations relate to interscgment revenue generating activities that occur between the Pharmacy 
Services Segment and the Retail/L TC Segment. These occur in the following ways: when members of Pharmacy 
Services Segment clients ("members") till prescriptions ar retail stores to purchase covered products, when members 
enrolled in programs such as Maintenance Choice' elect to pick up maintenance prescriptions at a retail drugstore 
instead of receiving them through the mail, or when members have prescriptions filled at long-term care facilities. 
When these occur, both the Pharmacy Services and Rctail/L TC segments record the revenues, gross profit and 
operating profit on a standalone basis. 

(3) For the year ended December 31, 2015. the Corporate Segment operating loss includes S 156 million of acquisition
related transaction and integration costs and a $90 million charge related to a legacy lawsuit challenging the 1999 
legal settlement by Med Partners of various securities class actions and a related derivative claim. 



(4) Consolidaled operating profit for the year ended December 31, 2013 includes a S72 million gain on a legal selllcmcnt, 
of which, SI I million is included in lhc Pharmacy Services Scgmcnl and S6 I million is included in lhe Relail/L TC 
Segment. 



Earnings Per Share 

Earnings Per Share !Abstract! 

Earnings Per Share Earnings Per Share 

12 Months Ended 

Dec.31,2015 

The following is a reconciliation of basic and diluted earnings per share from continuing operations for the 
respective years: 

/11 nril/iom, excef!.1 f!.i'r share anw11111.1· 2015 2014 2013 

Numerator for earnings per share calculation: 

Income from continuing operations attributable to common 
stockholders Ill s 5.202 s 4,626 s 4.600 

Denominator for earnings per share calculation: 

Weighted average shares. basic 1.118 1.161 1.217 

Effect of dilutive securities 8 8 9 

Weighted average shares, diluted 1.126 1.169 1.226 

Earnings per share from continuing operations: 

Basic s 4.65 s 3.98 s 3.78 

Diluted s 4.62 s 3.96 $ 3.75 

( 1) Comprised of income from continuing operations less amoums allocable lO panicipaling securities of$27 million and 
S 19 million for !he years ended December 31. 2015 and 2014, respectively. 



Quarterly Financial 12 Months Ended 

Information (Unaudited) Dec. 31, 2015 

Quarter!~ Financial Information 
Disclosure [Abstract! 

Quarterly Financial Information Quarterly Financial Information (Unaudited) 

(Unaudited) 

Firs! Second Third Fourth 
In millit111.\·1 excef!.t f!.er .\·hare amount.\· Quarter Quarter Quarter Quarter Year 

2015: 

Net revenues s 36.332 s 37.169 s 38.644 $41.145 s 153.290 

Gross profit 6.164 6.402 6.661 7.301 26.528 

Operating profit 2.132 2,262 2.331 2,729 9.454 

Income from continuing operations 1.221 1.272 1.237 1,500 5.230 

Income (loss) from discontinued 
operations, net of tax 10 (I) 9 

Net income attributable to CVS Health 1,221 1.272 1.246 1.498 5.237 

Basic earnings per share: 

Income from continuing operations 
attributable to CVS Health s 1.08 s 1.13 s 1.10 s 1.35 $ 4.65 

Income (loss) from discontinued 
operations attributable to 

CVS Health s s s O.OI s s 0.01 

Net income attributable to CVS Health s 1.08 s 1.13 s I. I I s 1.35 s 4.66 

Diluted earnings per share: 

Income from continuing operations 
attributable to CVS Health $ 1.07 s 1.12 $ I. I 0 s 1.34 $ 4.62 

Income (loss) from discontinued 
operations attributable to 

CVS Health s $ s 0.01 $ $ 0.01 

Net income attributable to CVS Health s 1.07 s 1.12 s I. I I s 1.34 $ 4.63 

Dividends per share $ 0.350 $ 0.350 s 0.350 s 0.350 s 1.40 

Stock price: (New York Stock Exchange) 

High $ 104.56 s 106.47 $113.45 SI 05.29 s 113.45 

Low s 94.16 s 98.74 s 95.12 s 91.56 s 91.56 

Firs I Second Third Fourlh 
In mi/lions, excee.t e.er share amount" Quarter Quarter Quarter Quarter Year 

2014: 

Net revenues s 32,689 s 34.602 s 35.021 $37.055 s 139.367 

Gross profit 5.942 6.324 6.468 6,633 25,367 

Operating profit 2.024 2.208 2.246 2.321 8.799 
Income from continuing operations 1,129 1.246 948 1.322 4.645 

Loss from discontinued operations. net of 
tax (I) (I) 

Net income attributable to CVS Health 1.129 1.246 948 1.321 4.644 

Basic earnings per share: 

Income from continuing operations 
attributable to CVS Health s 0.96 s 1.07 s 0.82 s 1.15 s 3.98 

Loss from discontinued operations 
attributable to CVS Health $ $ s $ s 
Net income attributable to CVS Health s 0.96 s 1.07 s 0.82 s 1.15 s 3.98 

Diluted earnings per share: 

Income from continuing operations 
attributable to CVS Health s 0.95 s 1.06 s 0.81 s 1.14 s 3.96 

Loss from discontinued operations 



attributable to CVS Health s s s s s 
Net income attributable to CVS Health s 0.95 $ 1.06 s 0.81 s 1.14 s 3.96 

Dividends per share s 0.275 s 0.275 s 0.275 s 0.275 s I. I 0 

Stock price: (New York Stock Exchange) 

High s 76.36 s 79.43 s 82.57 s 98.62 s 98.62 

Low s 64.95 s 72.37 s 74.69 s 77.40 s 64.95 



Significant Accounting 
Policies (Policies) 

Accounting Policies [Abstract[ 

Principles of Consolidation 

Use of Estimates 

Fair Value Hierarchy 

Cash and Cash Equivalents 

Short-term and Long-term 
Investments 

12 Months Ended 

Dec. 31, 2015 

Principles of consolidation - The consolidated financial statements include the accounts of the Company 
and its majority-owned subsidiaries and variable interest entities ("'VIEs") for which the Company is the 
primary beneliciary. All intercompany balances and transactions have been eliminated. 

The Company continually evaluates its investments to determine if they represent variable interests in a 
VIE. lfthe Company determines that it has a variable interest in a VIE. the Company then evaluates ifit is 
the primary beneliciary of the VIE. The evaluation is a qualitative assessment as to whether the Company 
has the ability to direct the activities ofa VIE that most signilicantly impact the entity's economic 
performance. The Company consolidates a VIE if it is considered to be the primary beneliciary. 

Assets and liabilities of VI Es for which the Company is the primary beneliciary were not signilicant to the 
Company's consolidated linancial statements. VIE creditors do not have recourse against the general 
credit of the Company. 

Use of estimates - The preparation of linancial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts in the consolidated linancial statements and accompanying 

notes. Actual results could differ from those estimates 

Fair value hierarchy - The Company utilizes the three-level valuation hierarchy for the recognition and 
disclosure of fair value measurements. The categorization of assets and liabilities within this hierarchy is 
based upon the lowest level of input that is signilicant to the measurement of fair value. The three levels of 

the hierarchy consist of the following: 

Level 1 - Inputs to the valuation methodology arc unadjusted quoted prices in active markets for 
identical assets or liabilities that the Company has the ability to access at the measurement date. 

Level 2 - Inputs to the valuation methodology arc quoted prices for similar assets and liabilities in 
active markets, quoted prices in markets that arc not active or inputs that arc observable for the asset 
or liability. either directly or indirectly, for substantially the full term of the instrument. 

Level 3 - Inputs to the valuation methodology are unobservable inputs based upon management's 
best estimate of inputs market participants could use in pricing the asset or liability at the 
measurement date, including assumptions about risk. 

Cash and cash equivalents - Cash and cash equivalents consist of cash and temporary investments with 
maturities of three months or less when purchased. The Company invests in short-term money market 
funds. commercial paper and time deposits. as well as other debt securities that arc classilicd as cash 
equivalents within the accompanying consolidated balance sheets, as these funds arc highly liquid and 
readily convertible to known amounts of cash. These investments arc classilied within Level 1 of the fair 

value hierarchy because they arc valued using quoted market prices. 

Short-term investments -The Company's short-term investments consist ufccrtificatcs of deposit with 
initial maturities of greater than three months when purchased that mature in less than one year from the 
balance sheet date. These investments. which were classilicd as available-for-sale within Level 1 of the fair 
value hierarchy, were carried at fair value, which approximated their historical cost at December 31, 2015 
and 2014. 

Fair Value of Financial Fair value of financial instruments - As of December 31, 2015, the Company's linancial instruments 
Instruments include cash and cash equivalents. short-term and long-term investments. accounts receivable. accounts 

payable. contingent consideration liability and short-term debt. Due to the nature of these instruments. the 
Company's carrying value approximates fair value. The carrying amount and estimated fair value of total 

long-term debt was S27.5 billion and $28.4 billion, respectively, as of December 31, 2015. The fair value of 

the Company's long-term debt was estimated based on quoted rates currently offered in active markets for 
the Company's debt. which is considered Level I of the fair value hierarchy. 

Foreign Currency Translation and Foreign currency translation and transactions - For local currency functional currency. assets and 

Transactions liabilities arc translated at end-of-period rates while revenues and expenses are translated at average rates 
in effect during the period. Equity is translated at historical rates and the resulting cumulative translation 

adjustments arc included as a component of accumulated other comprehensive income (loss). 

For U.S. dollar functional currency locations, foreign currency assets and liabilities arc remeasured into 

U.S. dollars at end-of-period exchange rates. except for non-monetary balance sheet accounts. which arc 
remeasured at historical exchange rates. Revenue and expense arc remeasured at average exchange rates in 



Accounts Receivable 

Inventories 

Property and Equipment 

effect during each period. except for those expenses related to the nonmonctary balance sheet amounts. 
which arc remeasured at historical exchange rates. Gains or losses from foreign currency remeasurement 
are included in income. 

Gains and losses arising from foreign currency transactions and the effects of rcmcasurcmcnts were not 
material for all periods presented. 

Accounts recei\•able - Accounts receivable arc stated net of an allowance for doubtful accounts. The 
accounts receivable balance primarily includes amounts due from third party providers (e.g .. pharmacy 

benefit managers. insurance companies. governmental agencies and long-term care facilities). clients. 
members and private pay customers. as well as vendors and manufacturers. Charges to bad debt are based 
on both historical write-offs and specifically identified receivables. 

Inventories - All inventories are stated at the lower of cost or market. Prescription drug inventories in the 
RLS and PSS. as well as front store inventories in the RLS stores are accounted for using the weighted 
average cost method. Sec Note 2. "Changes in Accounting Principle." Physical inventory counts are taken 
on a regular basis in each retail store and long-term care pharmacy and a continuous cycle count process 
is the primary procedure used to validate the inventory balances on hand in each distribution center and 
mail facility to ensure that the amounts reflected in the accompanying consolidated financial statements 

are properly stated. During the interim period between physical inventory counts. the Company accrues 
for anticipated physical inventory losses on a location-by-location basis based on historical results and 
current trends. 

Property and equipment - Property, equipment and improvements to leased premises are depreciated using 
the straight-line method over the estimated useful lives of the assets. or when applicable, the term of the 
lease. whichever is shorter. Estimated useful lives generally range from 10 to 40 years for buildings. 
building improvements and leasehold improvements and 3 to I 0 years for fixtures. equipment and internally 

developed software. Repair and maintenance costs are charged directly to expense as incurred. Major 
renewals or replacements that substantially extend the useful life of an asset are capitalized and 
depreciated. Application development stage costs for significant internally developed software projects 

are capitalized and depreciated. 

Goodwill and Other Indefinitely- Goodwill and other indefinitely-lived assets - Goodwill and other indefinitely-lived assets are not 

lived Assets amortized, but are subject to impairment reviews annually. or more frequently if necessary. 

Intangible Assets Intangible assets - Purchased customer contracts and relationships are amortized on a straight-line basis 
over their estimated useful lives between 9 and 20 years. Purchased customer lists are amortized on a 
straight-line basis over their estimated useful lives of up to IO years. Purchased leases are amortized on a 
straight-line basis over the remaining life of the lease. Sec Note 4 for additional information about 

intangible assets. 

Impairment of Long-lived Assets Impairment of long-lived assets - The Company groups and evaluates fixed and finite-lived intangible 
assets for impairment at the lowest level at which individual cash flows can be identified. whenever events 
or changes in circumstances indicate that the carrying value of an asset may not be recoverable. If 
indicators of impairment arc present. the Company first compares the carrying amount of the asset group 

to the estimated future cash flows associated with the asset group (undiscounted and without interest 
charges). If the estimated future cash flows used in this analysis arc less than the carrying amount of the 

asset group. an impairment loss calculation is prepared. The impairment loss calculation compares the 
carrying amount of the asset group to the asset group's estimated future cash flows (discounted and with 
interest charges). If required. an impairment loss is recorded for the portion of the asset group's carrying 
value that exceeds the asset group's estimated future cash flows (discounted and with interest charges). 

Redeemable Noncontrolling 
Interest 

Revenue Recognition 

Redeemable noncontrolling interest - As a result of the acquisition of Omnicare in August 2015. the 
Company obtained a 73% ownership interest in limited liability company ("LLC"). 

Revenue Recognition 

Pharmacy Services Segment - The PSS sells prescription drugs directly through its mail service dispensing 
pharmacies and indirectly through its retail pharmacy network. The PSS recognizes revenue from 
prescription drugs sold by its mail service dispensing pharmacies and under retail pharmacy network 

contracts where it is the principal using the gross method at the contract prices negotiated with its clients. 

Net revenues include: (i) the portion of the price the client pays directly to the PSS, net of any volume

related or other discounts paid back to the client (see "Drug Discounts" below), (ii) the price paid lo the 

PSS by client plan members for mail order prescriptions ("Mail Co-Payments'') and the price paid to retail 
network pharmacies by client plan members for retail prescriptions ("Retail Co-Payments"), and 

(iii) administrative fees for retail pharmacy network contracts where the PSS is not the principal as 
discussed below. Sales taxes arc not included in revenue. 

Revenue is recognized when: (i) persuasive evidence of an arrangement exists, (ii) delivery has occurred or 
services have been rendered, (iii) the seller's price to the buyer is fixed or determinable. and 

(iv) collectability is reasonably assured. The following revenue recognition policies have been established 



for the PSS: 

Revenues generated from prescription drugs sold by mail service dispensing pharmacies are 
recognized when the prescription is delivered. At the time of delivery. the PSS has performed 
substantially all of its obligations under its client contracts and does not experience a significant level 
of returns or reshipments. 

Revenues generated from prescription drugs sold by third party pharmacies in the PSS· retail 

pharmacy network and associated administrative fees arc recognized at the PSS· point-of-sale. which 
is when the claim is adjudicated by the PSS on line claims processing system. 

The PSS determines whether it is the principal or agent for its retail pharmacy network transactions on a 
contract by contract basis. In the majority of its contracts, the PSS has determined it is the principal due to 
it: (i) being the primary obligor in the arrangement, (ii) having latitude in establishing the price, changing 

the product or performing part of the service, (iii) having discretion in supplier selection, (iv) having 
involvement in the determination of product or service specifications, and (v) having credit risk. The PSS' 
obligations under its client contracts for which revenues are reported using the gross method arc separate 

and distinct from its obligations to the third party pharmacies included in its retail pharmacy network 
contracts. Pursuant to these contracts, the PSS is contractually required to pay the third party pharmacies 
in its retail pharmacy network for products sold, regardless of whether the PSS is paid by its clients. The 
PSS' responsibilities under its client contracts typically include validating eligibility and coverage levels. 
communicating the prescription price and the co-payments due to the third party retail pharmacy. 
identifying possible adverse drug interactions for the pharmacist to address with the prescriber prior to 
dispensing, suggesting generic alternatives where clinically appropriate and approving the prescription for 
dispensing. Although the PSS docs not have credit risk with respect to Retail Co-Payments or inventory 
risk related to retail network claims, management believes that all of the other applicable indicators of gross 
revenue reporting arc present. For contracts under which the PSS acts as an agent. revenue is recognized 

using the net method. 

Drug Discounts - The PSS deducts from its revenues any rebates. inclusive of discounts and fees. earned 

by its clients. Rebates arc paid to clients in accordance with the terms of client contracts. which arc 
normally based on fixed rebates per prescription for specific products dispensed or a percentage of 
manufacturer discounts received for specific products dispensed. The liability for rebates due to clients is 
included in "Claims and discounts payable" in the accompanying consolidated balance sheets. 

Medicare Part D - The PSS. through its SilverScript subsidiary, participates in the federal government's 
Medicare Part D program as a Prescription Drug Plan (''PDP"). Net revenues include insurance premiums 
earned by the PDP. which are determined based on the PD P's annual bid and related contractual 
arrangements with the Centers for Medicare and Medicaid Services ("CMS"). The insurance premiums 
include a direct premium paid by CMS and a beneficiary premium. which is the responsibility of the PDP 
member. but which is subsidized by CMS in the case of low-income members. Premiums collected in 

advance are initially deferred in accrued expenses and are then recognized in net revenues over the period 
in which members are entitled to receive benefits. 

In addition to these premiums, net revenues include co-payments, coverage gap benefits. deductibles and 
co-insurance (collectively, the "Member Co-Payments") related to PDP members· actual prescription 
claims. In certain cases. CMS subsidizes a portion of these Member Co-Payments and pays the PSS an 
estimated prospective Member Co-Payment subsidy amount each month. The prospective Member Co
Payment subsidy amounts received from CMS are also included in net revenues. SilvcrScript assumes no 
risk for these amounts. If the prospective Member Co-Payment subsidies received differ from the amounts 
based on actual prescription claims. the difference is recorded in either accounts receivable or accrued 
expenses. 

The PSS accounts for CMS obligations and Member Co-Payments (including the amounts subsidized by 

CMS) using the gross method consistent with its revenue recognition policies for Mail Co-Payments and 
Retail Co-Payments (discussed previously in this document). 

Retai!ILTC Segment 

Retail Pharmacy - The retail drugstores recognize revenue at the time the customer takes possession of 

the merchandise. Customer returns are not material. Revenue generated from the performance of services in 
the RLS' health care clinics is recognized at the time the services arc performed. Sales taxes are not 
included in revenue. 

long-term Care - Revenue is recognized when products are delivered or services arc rendered or provided 



Cost of Revenues 

Vendor Allowances and 
Purchase Discounts 

to the customer. prices arc fixed and determinable. and collection is reasonably assured. A significant 
portion of our revenues from sales of pharmaceutical and medical products arc reimbursed by the federal 
Medicare Part D program and. to a lesser extent. state Medicaid programs. Payments for services rendered 
to patients covered by these programs arc generally less than billed charges. The Company monitors its 
revenues and receivables from these reimbursement sources. as well as other third party insurance payors. 
and record an estimated contractual allowance for sales and receivable balances at the revenue recognition 
date. to properly account for anticipated differences between billed and reimbursed amounts. Accordingly. 
the total net sales and receivables reported in the Company's consolidated financial statements arc 
recorded at the amount expected to be ultimately received from these payors. Since billing functions for a 
portion of the Company's revenue systems are largely computerized. enabling on-line adjudication at the 

time of sale to record net revenues. the Company's exposure in connection with estimating contractual 
allowance adjustments is limited primarily to unbilled and initially rejected Medicare. Medicaid and third 

party claims (typically approved for reimbursement once additional information is provided to the payor). 
For the remaining portion of the Company's revenue systems. the contractual allowance is estimated for all 
billed. unbilled and initially rejected Medicare. Medicaid and third party claims. The Company evaluates 
several criteria in developing the estimated contractual allowances on a monthly basis. including historical 
trends based on actual claims paid, current contract and reimbursement terms, and changes in customer 
base and payor/product mix. Contractual allowance estimates arc adjusted to actual amounts as cash is 
received and claims are settled. and the aggregate impact of these resulting adjustments was not 
significant to our results of operations for any of the periods presented. 

Patient co-payments associated with Medicare Part D. certain state Medicaid programs. Medicare Part B 
and certain third party payors arc typically not collected at the time products arc delivered or services are 
rendered. but are billed to the individuals as part of our normal billing procedures and subject to our 
normal accounts receivable collections procedures. 

Health Care Clinics - For services provided by our health care clinics. revenue recognition occurs for 
completed services provided to patients. with adjustments taken for third party payor contractual 

obligations and patient direct bill historical collection rates. 

loyalty Program - The Company's customer loyalty program. ExtraCare", is comprised of two 
components, ExtraSavings "'and ExtraBucks" Rewards. ExtraSavings coupons redeemed by customers arc 
recorded as a reduction of revenues when redeemed. ExtraBucks Rewards are accrued as a charge to cost 
of revenues when earned. net of estimated breakage. The Company determines breakage based on 
historical redemption patterns. 

Cost of revenues 

Pharmacy Services Segment - The PSS' cost of revenues includes: (i) the cost of prescription drugs sold 
during the reporting period directly through its mail service dispensing pharmacies and indirectly through 

its retail pharmacy network, (ii) shipping and handling costs, and (iii) the operating costs of its mail service 
dispensing pharmacies and client service operations and related information technology support costs 
including depreciation and amortization. The cost of prescription drugs sold component of cost of 

revenues includes: (i) the cost of the prescription drugs purchased from manufacturers or distributors and 
shipped to members in clients' benefit plans from the PSS' mail service dispensing pharmacies. net of any 

volume-related or other discounts (see '"Vendor allowanci:s and purchase discounts'" below) and (ii) the 
cost of prescription drugs sold (including Retail Co-Payments) through the PSS' retail pharmacy network 
under contracts where it is the principal, net of any volume-related or other discounts. 

Retai//LTC Segment -The RLS' cost of revenues includes: the cost of merchandise sold during the 
reporting period and the related purchasing costs. warehousing and delivery costs (including depreciation 
and amortization) and actual and estimated inventory losses. 

Vendor allowances and purchase discounts 

The Company accounts for vendor allowances and purchase discounts as follows: 

Pharmacy Services Segment - The PSS receives purchase discounts on products purchased. The PSS· 

contractual arrangements with vendors, including manufacturers. wholesalers and retail pharmacies. 

normally provide for the PSS to receive purchase discounts from established list prices in one. or a 

combination, of the following forms: (i) a direct discount at the lime of purchase, (ii) a discount for the 

prompt payment of invoices, or (iii) when products arc purchased indirectly from a manufacturer (e.g., 
through a wholesaler or retail pharmacy). a discount (or rebate) paid subsequent to dispensing. These 

rebates arc recognized when prescriptions arc dispensed and arc generally calculated and billed to 
manufacturers within 30 days of the end of each completed quarter. Historically. the effect of adjustments 

resulting from the reconciliation of rebates recognized to the amounts billed and collected has not been 
material to the PSS' results of operations. The PSS accounts for the effect of any such differences as a 



Insurance 

Facility Opening and Closing 
Costs 

Advertising Costs 

Shares Held in Trust 

Accumulated Other 
Comprehensive Loss 

Stock-based Compensation 

Variable Interest Entity 

Related Party Transactions 

change in accounting estimate in the period the reconciliation is completed. The PSS also receives 
additional discounts under its wholesaler contracts if it exceeds contractually defined annual purchase 
volumes. In addition. the PSS receives fees from pharmaceutical manufacturers for administrative services. 
Purchase discounts and administrative service fees are recorded as a reduction of"Cost of revenues". 

Retail/LTC Segment - Vendor allowances received by the RLS reduce the carrying cost of inventory and 
arc recognized in cost of revenues when the related inventory is sold. unless they arc specifically 
identified as a reimbursement of incremental costs for promotional programs and/or other services 
provided. Amounts that arc directly linked to advertising commitments arc recognized as a reduction of 
advertising expense (included in operating expenses) when the related advertising commitment is satisfied. 

Any such allowances received in excess of the actual cost incurred also reduce the carrying cost of 
inventory. The total value of any upfront payments received from vendors that are linked to purchase 
commitments is initially deferred. The deferred amounts arc then amortized to reduce cost of revenues over 
the life of the contract based upon purchase volume. The total value of any upfront payments received 
from vendors that arc not linked to purchase commitments is also initially deferred. The deferred amounts 

are then amortized to reduce cost of revenues on a straight-line basis over the life of the related contract. 
The total amortization of these upfront payments was not material to the accompanying consolidated 
financial statements. 

Insurance - The Company is self-insured for certain losses related to general liability. workers· 
compensation and auto liability. The Company obtains third party insurance coverage to limit exposure 

from these claims. The Company is also self-insured for certain losses related to health and medical 
liabilities. The Company's self-insurance accruals. which include reported claims and claims incurred but 
not reported. are calculated using standard insurance industry actuarial assumptions and the Company's 
historical claims experience. 

Facility opening and closing costs - New facility opening costs, other than capital expenditures. are 

charged directly to expense when incurred. When the Company closes a facility, the present value of 
estimated unrecoverable costs. including the remaining lease obligation less estimated sublease income 
and the book value of abandoned property and equipment. are charged to expense. 

Advertising costs - Advertising costs are expensed when the related advertising takes place. 

Shares held in trust - The Company maintains grantor trusts. which held approximately I million shares of 
its common stock at December 31, 2015 and 2014, respectively. These shares are designated for use under 

various employee compensation plans. Since the Company holds these shares. they are excluded from the 
computation of basic and diluted shares outstanding. 

Accumulated other comprehensive income - Accumulated other comprehensive income (loss) consists of 
changes in the net actuarial gains and losses associated with pension and other postretirement benefit 
plans. losses on derivatives from cash now hedges executed in previous years associated with the 

issuance of long-term debt. and foreign currency translation adjustments. 

Stock-based compensation - Stock-based compensation is measured at the grant date based on the fair 
value of the award and is recognized as expense over the applicable requisite service period of the stock 
award (generally 3 to 5 years) using the straight-line method. 

Variable Interest Entity- In July 2014, the Company and Cardinal Health, Inc. ('"Cardinal") established Red 

Oak Sourcing, LLC ('"Red Oak"). a generic pharmaceutical sourcing entity in which the Company and 
Cardinal each own 50%. The Red Oak arrangement has an initial term often years. Under this arrangement, 
the Company and Cardinal contributed their sourcing and supply chain expertise to Red Oak and agreed to 
source and negotiate generic pharmaceutical supply contracts for both companies through Red Oak; 
however. Red Oak does not own or hold inventory on behalf of either company. No physical assets (e.g .. 
property and equipment) were contributed to Red Oak by either company and minimal funding was 
provided to capitalize Red Oak. 

The Company has determined that it is the primary beneficiary of this variable interest entity because it has 
the ability to direct the activities of Red Oak. Consequently. the Company consolidates Red Oak in its 
consolidated financial statements within the Retail/L TC Segment. 

Cardinal is required to pay the Company 39 quarterly payments beginning in October 2014. As milestones 
are met, the quarterly payments increase. The Company received approximately $122 million and $26 million 

from Cardinal during the years ended December 31. 2015 and 2014. respectively. The payments reduce the 
Company's carrying value of inventory and are recognized in cost of revenues when the related inventory 
is sold. 

Related party transactions - The Company has an equity method investment in SureScripts. LLC 

("SureScripts"). which operates a clinical health information network. The Pharmacy Services and 
Retail/L TC segments utilize this clinical health information network in providing services to its client plan 

members and retail customers. The Company expensed fees of approximately $50 million in the years ended 
December 2015 and 2014. and $48 million in the year ended December 31. 2013. for the use of this network. 



Income Taxes 

Discontinued Operations 

Earnings Per Common Share 

The Company's investment in and equity in earnings ofSurcScripts for all periods presented is immaterial. 

In connection with the acquisition of Omnicare in August 2015. the Company obtained an equity method 
investment in Heartland Healthcare Services ("Heartland .. ). Heartland operates several long-term care 
pharmacies in four states. Heartland paid the Company approximately $25 million for pharmaceutical 
inventory purchases during the period from August 18. 2015 to December 31. 2015. Additionally. the 
Company performs certain collection functions for Heartland and then passes those customer cash 
collections to Heartland. The Company's investment in and equity in earnings of Heartland as of and for 
the year ended December 31. 2015 is immaterial. 

In September 2014. the Company made a charitable contribution of $25 million to the CVS Foundation 
(formerly CVS Caremark Charitable Trust, Inc.) (the "Foundation") to fund future giving. The Foundation is 

a non-profit entity that focuses on health. education and community involvement programs. The charitable 
contribution was recorded as an operating expense in the consolidated statement of income for the year 
ended December 31. 2014. 

Income taxes - The Company accounts for income taxes under the asset and liability method. which 
requires the recognition of deferred tax assets and liabilities for the expected future tax consequences of 

events that have been included in the consolidated financial statements. Under this method. deferred tax 
assets and liabilities arc determined on the basis of the differences between the consolidated financial 

statements and tax basis of assets and liabilities using enacted tax rates in effect for the year in which the 
differences arc expected to reverse. The effect of a change in the tax rates on deferred tax asset and 

liabilities is recognized in income in the period that includes the enactment date. 

The Company recognizes net deferred tax assets to the extent that it believes these assets arc more likely 
than not to be realized in making such a determination. The Company considers all available positive and 
negative evidence. including future reversals of existing taxable temporary differences. projected future 

taxable income. tax planning strategics. and results of recent operations. To the extent that the Company 
docs not consider it more likely than not that a deferred tax asset will be recovered. a valuation allowance 

is established. 

The Company records uncertain tax positions on the basis of a two-step process whereby (I) the Company 
determines whether it is more likely than not that the tax positions will be sustained on the basis of the 

technical merits of the position and (2) for those tax positions that meet the more-likely-than-not 
recognition threshold, the Company recognizes the largest amount of tax benefit that is more than 50% 
likely to be realized upon ultimate settlement with the related tax authority. 

Interest and/or penalties related to uncertain tax positions arc recognized in income tax expense. 

Discontinued Operations - In connection with certain business dispositions completed between 1991 and 
1997. the Company retained guarantees on store lease obligations for a number of former subsidiaries. 
including Linens ·n Things which filed for bankruptcy in 2008. The Company's income from discontinued 
operations in 2015 of$9 million, net of tax. was related to the release of certain store lease guarantees due 
to a settlement with a landlord. The Company's loss from discontinued operations includes lease-related 
costs which the Company believes it will likely be required to satisfy pursuant to its Linens 'n Things lease 
guarantees. 

Earnings per common share - Earnings per share is computed using the two-class method. Options to 
purchase 2.7 million. 2.1 million and 6.2 million shares of common stock were outstanding as of 
December 31, 2015, 2014 and 2013, respectively, but were not included in the calculation of diluted earnings 
per share because the options· exercise prices were greater than the average market price of the common 
shares and. therefore. the effect would be antidilutivc. 

New Accounting Pronouncement New Accounting Pronouncement - In May 2014, the Financial Accounting Standards Board ("FASB") 
issued Accounting Standard Update ("ASU") No. 2014-09. Revenue from Contracts with Customers 
(Topic 606). ASU No. 2014-09 outlines a single comprehensive model for entities to use in accounting for 

revenue arising from contracts with customers and supersedes most current revenue recognition guidance. 

including industry-specific guidance. This new guidance is expected to be effective for annual reporting 

periods (including interim reporting periods within those periods) beginning January 1. 2018; early 
adoption in 2017 is permitted. Companies have the option of using either a full retrospective or a modified 

retrospective approach to adopt the guidance. This update could impact the timing and amounts of 

revenue recognized. The Company is currently evaluating the effect that implementation of this update will 
have on its consolidated financial position and results of operations upon adoption, as well as the method 

of transition and required disclosures. 

In April 2015. the FASB issued ASU No. 2015-03. Si111pliJ.i1ing the Presenlation of Debt Issuance Costs 
(Topic 835-30). ASU No. 2015-03 requires the presentation of debt issuance costs in the balance sheet as a 
direct deduction from the related debt liability rather than as an asset. Amortization of such costs arc 



required to be reported as interest expense. which is consistent with the Company's current policy. This 
change conforms the presentation of debt issuance costs with that of debt discounts. The ASU is 
effective for annual reporting periods (including interim reporting periods within those periods) beginning 

after December 15. 2015; early adoption is permitted. The guidance is required to be applied retrospectively 
to all prior periods. The Company has early adopted this standard as of June 30. 2015. The effect of the 
adoption of ASU 2015-03 on the Company's consolidated balance sheet is a reduction of non current 
assets and long-term debt of S65 million as of December 31. 2014. The following is a reconciliation of the 
effect of this reclassification on the Company's consolidated balance sheet as of December 31. 2014: 

As Previously 

In millions Reported Adjustments As Revised 

Other assets s 1.510 s (65) s 1.445 

Total assets 74.252 (65) 74.187 

Long-term debt 11.695 (65) 11.630 

Total liabilities and shareholders' 
equity 74,252 (65) 74.187 

In September 2015. the FASB issued ASU No. 2015-16, Simplifving the Accounting.for Measurement
Period Adjustments. ASU No. 2015-16 requires that an acquirer recognize adjustments to provisional 
amounts that arc identified during the measurement period after an acquisition within the reporting period 
they arc determined. This is a change from the previous requirement that the adjustments be recorded 
retrospectively. The ASU also requires disclosure of the effect on earnings of changes in depreciation. 
amortization or other income effects. if any, as a result of the adjustment to the provisional amounts, 

calculated as ifthe accounting had been completed at the acquisition date. The ASU is effective for annual 
reporting periods (including interim reporting periods within those periods) beginning after December 15. 
2015; early adoption is permitted. The Company has early adopted the ASU as of September 30. 2015. The 
adoption did not have a material effect on the Company's consolidated financial statements. 

In November 2015. the FASB issued ASU No. 2015-17. Income Taxes (Topic 740). ASU No. 2015-17 
simplifies the presentation of deferred income taxes by requiring that deferred tax assets and liabilities be 
classified as non-current in the statement of financial position. This ASU may be applied either 
prospectively to all deferred tax assets and liabilities. or retrospectively to all periods presented for annual 

reporting periods (including interim reporting periods within those periods) beginning after December 15. 
2016. The change will require additional disclosure based on the method of adoption. 



Significant Accounting 
Policies (Tables) 

Accounting Policies !Abstract! 

12 Months Ended 

Dec. 31, 2015 

Activity in allowance for doubtful trade The activity in the allowance for doubtful accounts receivable for the years ended December 31 is 

accounts receivable as follows: 

Components of property and 
equipment 

Reconciliation of the changes in the 
redeemable noncontrolling interest 

Schedule of Accumulated Other 
Comprehensive Income (Loss) by 
Component 

In millio11s 2015 2014 2013 

Beginning balance s 256 $ 256 s 243 

Additions charged to bad debt expense 216 185 195 

Write-offs charged to allowance (311) (185) (182) 

Ending balance s 161 s 256 s 256 

The following are the components of property and equipment at December 31: 

In mil/iom 2015 2014 

Land s 1.635 $ 1.506 

Building and improvements 3.168 2.828 

Fixtures and equipment 10.001 8.958 

Leasehold improvements 4.015 3.626 

Software 2.217 1.868 

21.036 18.786 

Accumulated depreciation and amortization (11. 181) (9.943) 

Property and equipment. net s 9.855 s 8.843 

Below is a summary of the changes in redeemable noncontrolling interest for the year ended 

December 31, 2015: 

In millio11S 

Acquisition ofnoncontrolling interest 

Net income attributable to noncontrolling interest 

Distributions 

Balance, December 31, 2015 

s 

s 

39 

I 

(I) 

39 

Changes in accumulated other comprehensive income (loss) by component are shown below: 

Year Ended December 31, 2015111 

Losses Pension and 
on Cash Other 

Foreign Flow Postretirement 

111 111illio11s Currency Hedges Benefits Total 

Balance, December 31, 2014 s (65) s (9) s (143) s (217) 

Other comprehensive income 
(loss) before 

reclassifications (100) (56) (156) 

Amounts reclassified from 
accumulated 

other comprehensive income 121 2 13 15 

Net other comprehensive income 
(loss) (100) 2 (43) (141) 

Balance, December 31, 2015 s (165) $ (7) $ (186) $ (358) 

Year Ended December 31, 20141
" 

Losses Pension and 
on Cash Other 

Foreign Flow Postretirement 
Currency Hedges Benefits Total 

Balance, December 31. 2013 s (30) s ( 13) s (106) $ (149) 



Discontinued Operations Results 

Schedule of New Accounting 
Pronouncements and Changes in 
Accounting Principles 

Other rnmprehensive income 
(loss) before 

reclassi lications (35) (35) 

Amounts reclassified from 
accumulated 

other comprehensive income <2> 4 (37) (33) 

Net other comprehensive income 
(loss) (35) 4 (37) (68) 

Balance, December 3 I, 2014 s (65) s (9) s (143) s (217) 

(I) All amounts arc net of tax. 
(2) The amounts rcclassi tied from accumulated other comprehensive income for cash flow hedges arc recorded 

within interest expense, net on the consolidated statement of income. The amounts reclassified from 
accumulated other comprehensive income for pension and other postretiremcnt benefits arc included in 
operating expenses on the consolidated statement of income. 

Below is a summary of the results of discontinued operations for the years ended December 31: 

In 111illio11s 2015 2014 2013 

Income from discontinued operations s 15 s (I) s (12) 

Income tax expense (6) 4 

Income from discontinued operations, 
net of tax s 9 s ( 1) s (8) 

The following is a reconciliation of the effect of this reclassification on the Company's consolidated 
balance sheet as of December 31. 2014: 

As Pre\'iously 
In millions Reported Adjustments As Re\'ised 

Other assets s 1.510 s (65) s 1,445 

Total assets 74,252 (65) 74.187 

Long-term debt 11.695 (65) 11,630 

Total liabilities and 
shareholders' equity 74,252 (65) 74.187 



Acquisitions (Table) 

Omnicare, Inc. 

Business Acquisition [Line Items[ 

Schedule of Recognized Identified Assets Acquired 
and Liabilities Assumed 

Business Acquisition, Pro Forma Information 

Target Pharmacy Acquisition 

Business Acquisition [Line Items[ 

Schedule of Recognized Identified Assets Acquired 
and Liabilities Assumed 

12 Months Ended 

Dec. 31, 2015 

The fair value of the consideration transferred on the date of acquisition 
consisted of the following: 

(in millions) 

Cash paid to Omnicare shareholders $9.636 

Fair value ofreplaeement equity awards issued 
to Omnicare employees 

for precombination services 

Total consideration 

9 

$9.645 

The following table summarizes the estimated fair values of the assets acquired 
and liabilities assumed at the date of acquisition: 

(in millions) 

Current assets (including cash ofS298) 

Property and equipment 

Goodwill 

Intangible assets 

Other noncurrent assets 

Current liabilities 

Long-term debt 

Deferred income tax liabilities 

Other noncurrent liabilities 

Redeemable noncontrolling interest 

Total consideration 

(in millions. excee.r e.er share datal 

Total revenues 

Income from continuing operations 

Basic earnings per share from 
continuing operations 

Diluted earnings per share from 
continuing operations 

s 

s 

s 

s 1,657 

313 

9,090 

3.962 

64 

(705) 

(3.110) 

(1.518) 

(69) 

s (39) 

s 9,645 

Year Ended 
December 3 I, 

2015 2014 

156.798 s 144.836 

5.277 4.522 

4.70 s 3.88 

4.66 s 3.85 

The estimated fair values of the assets acquired at the date of acquisition were 
approximately as follows: 

/11 million.•· 

Accounts receivable S 2 



Inventories 472 

Properly and 
equipment 9 

Intangible assets 490 

Goodwill 916 

Total cash 
consideration s 1.889 



Goodwill and Other 
Intangibles (Tables) 

Goodwill and Intangible Assets 
Disclosure [Abstract[ 

Goodwill by Segment 

Anticipated Annual Amortization for 
Intangible Assets 

Summary of the Company's intangible 
assets 

12 Months Ended 

Dec.31,2015 

Below is a summary of the changes in the carrying amount of goodwill by segment for the years 
ended December 31, 2015 and 2014: 

Phannacy 
In millions Services Rctail/LTC Total 

Balance, December 31, 2013 s 19,658 s 6,884 s 26,542 

Acquisitions 1.578 38 1.616 

Foreign currency translation adjustments (14) (14) 

Other '" (2) (2) 

Balance, December 31, 2014 21,234 6,908 28,142 

Acquisitions 452 9,554 10.006 

Foreign currency translation adjustments (40) (40) 

Other '" (1) ( 1) (2) 

Balance, December 31, 2015 s 21,685 s 16.421 s 38,106 

(I) "Ocher" represents immaterial purchase accounting adjustments for acquisitions. 

The anticipated annual amortization expense for these intangible assets for the next five years is as 
follows: 

!!!. 
millions 

2016 s 760 

2017 735 

2018 705 

2019 662 

2020 490 

The following table is a summary of the Company's intangible assets as of December 31: 

2015 2014 

Cross Net Cross Net 
Carrying Accumulated Carrying Carrying Accumulated Carrying 

In milli11n.< Amount Amortization Amount Amount Amortization Amount 

Trademark 
(indefinitely-lived) s 6.398 $ s 6.398 $ 6.398 $ s 6.398 

Customer contracts 
and relationships 

and covenants not 
to compete 10.594 (4,092) 6.502 6.521 (3,549) 2.972 

Favorable leases and 
other 1.595 (617) 978 880 (476) 404 

s 18.587 s (4,709) s 13,878 s 13.799 s (4,025) s 9.774 



Share Repurchase Programs 
Share Repurchase Programs 

(Tables) 

Equity (Abstract! 

Share Repurchase Programs 

12 Months Ended 

Dec. 31, 2015 

The following share repurchase programs were authorized by the Company's Board of Directors: 

In billions 

Authorization Date 

December 15, 2014("'2014 Repurchase 
Program") 

December 1 7, 2013 ("2013 Repurchase 
Program") 

September 19, 2012 ("2012 Repurchase 
Pru gram") 

Authorized Remaining 

s 10.0 s 7.7 

s 6.0 s 

s 6.0 s 



Borrowing and Credit 
Agreements (Tables) 

Debt Disclosure IAbstractl 

Summary of the Company's 
borrowings 

Schedule of Maturities of Long-

Interest Rate and Maturity 

4.75% senior notes due 2022 

5% senior notes due 2024 

12 Months Ended 

Dec.31,2015 

Aggregate 
Principal 

Amount (In 
Millions) 

s 388 

296 

Total senior notes issued under exchange 
transaction s 684 

Percentage of 
Total 

Outstanding 
Principal 
Amount 

Exchanged 

96.8% 

98.8% 

The following table is a summary of the Company's borrowings as of December 31: 

In mil/fon,· 2015 

Commercial paper s 
3.25% senior notes due 2015 

1.2% senior notes due 2016 750 

6.125% senior notes due 20 16 421 

5.75% senior notes due 2017 1.080 

1.9% senior notes due 2018 2.250 

2.25% senior notes due 2018 1.250 

2.25% senior notes due 2019 850 

6.6% senior notes due 2019 394 

2.8% senior notes due 2020 2.750 

4.75% senior notes due 2020 450 

4.125% senior notes due 2021 550 

2.75% senior notes due 2022 1.250 

3.5% senior notes due 2022 1.500 

4.75% senior notes due 2022 400 

4% senior notes due 2023 1.250 

3.375% senior notes due 2024 650 

5% senior notes due 2024 300 

3.875% senior notes due 2025 3,000 

6.25% senior notes due 2027 453 

3.25% senior exchange debentures due 2035 5 

4.875% senior notes due 2035 2.000 

6.125% senior notes due 2039 734 

5.75% senior notes due 2041 493 

5.3% senior notes due 2043 750 

5.125% senior notes due 2045 3.500 

Capital lease obligations 644 

Other 20 

Total debt principal 27.694 

Debt premiums 39 

Debt discounts and deferred financing costs (269) 

27.464 

Less: 

Short-term debt (commercial paper) 

Current portion of long-term debt (1.197) 

Long-term debt s 26,267 

s 

s 

The following is a summary of the Company's required principal debt repayments. excluding 

2014 

685 

550 

750 

421 

1.080 

1.250 

850 

394 

450 

550 

1.250 

1.250 

650 

453 

734 

493 

750 

391 

41 

12.992 

(102) 

12.890 

(685) 

(575) 

11.630 



tcnn Debt unamortized debt discounts, deferred financing costs and debt premiums, due during each of the next 
live years and thereafter, as of De.:cmber 31, 2015: 

Year Ending December 
31: 

In millions 

2016 s 1.197 

2017 I, 113 

2018 3,521 

2019 1.266 

2020 3.224 

Thereafter 17.373 

Total s 27,694 



Leases (Tables) 

Leases (Abstract) 

Summary of net rental expense for 
operating leases 

Summary of future minimum lease 
payments under capital and operating 
leases 

12 Months Ended 

Dec.31,2015 

The following table is a summary of the Company's net rental expense for operating leases for 
the years ended December 31: 

Ill nri/liom· 2015 2014 2013 

Minimum rentals s 2.317 s 2.320 s 2.210 

Contingent rentals 34 36 41 

2.351 2.356 2.251 

Less: sublease income (22) (21) (21) 

s 2.329 s 2.335 s 2.230 

The following table is a summary of the future minimum lease payments under capital and 
operating leases as of December 31, 2015: 

Capital Operating 
Ill millions Leases Leases01 

2016 s 52 s 2,405 

2017 94 2.321 

2018 70 2,197 

2019 69 2.044 

2020 69 1,877 

Thereafter 970 16.837 

Total future lease payments"' 1.324 s 27,681 

Less: imputed interest (679) 

Present value of capital lease obligations s 645 

(I) Future operating lease payments have not been reduced by minimum sublease rentals of $180 million due 
in the future under noncancelable subleases. 

(2) The Company leases pharmacy and clinic space from Target. Amounts related to such capital and 
operating leases arc rcnected above. Amounts due in excess of the remaining estimated economic life of 
the buildings of approximately S 1.7 billion are not renected herein since the estimated economic life of 
the buildings is shorter than the contractual term of the lease arrangement. 



Pension Plans and Other 
Postretirement Benefits 
Pension Plans and Other 
Postretirement Benefits 

(Tables) 

Compensation and Retirement 
Disclosure [Abstract[ 

Schedule of Changes in Projected Benefit 
Obligation 

Schedule of Changes in Fair Value of Plan 
Assets 

Schedule of Net Benefit Costs 

Schedule of Allocation of Plan Assets 

12 Months Ended 

Dec. 31, 2015 

The following tables outline the change in benefit obligations and plan assets over the 

comparable periods: 

/11 mil/fons 2015 2014 

Change in benefit obligation: 

Benefit obligation at beginning of year $ 796 $ 694 

Acquisition 8 

Service cost 

Interest cost 31 32 

Actuarial loss 45 119 

Benefit payments (36) (41) 

Settlements (9) 

Benefit obligation at end of year s 844 s 796 

/11 mil/io11s 2015 2014 

Change in plan assets: 

Fair value of plan assets at the beginning 
of the year s 635 s 568 

Acquisitions 5 

Actual return on plan assets (13) 75 

Employer contributions 22 42 

Benefit payments (36) (41) 

Settlements (9) 

Fair value of plan assets at the end of the 
year 613 635 

Funded status s (231) s (161) 

The components of net periodic benefit costs for the years ended December 31, 2015, 2014 and 

2013 are shown below: 

/11 millions 2015 2014 2013 

Components of net periodic benefit 
cost: 

Interest cost s 31 s 32 s 30 

Expected return on plan assets (33) (31) (34) 

Amortization of net loss 21 16 22 

Settlement loss 3 

Service cost I 

Net periodic pension cost s 19 s 21 s 19 

The following tables show the fair value allocation of plan assets by asset category as of 

December 31, 2015 and 2014. 

/11 millfon.•· 

Cash and money market 
funds 

Fixed income funds 

s 

Fair value of plan assets at December 31, 20 I 5 

Level I Level 2 Level 3 Total 

IO S 

4 484 

s s IO 

488 



Schedule of Expected Benefit Payments 

Equity mutual funds 115 115 

Total assets at fair value s 129 s 484 s $ 613 

Fair value of plan assets at December 31, 2014 

Level I Level 2 Level3 Total 

Cash and money market 
funds $ 7 s s s 7 

Fixed income funds 514 514 

Equity mutual funds 84 30 114 

Total assets at fair value s 91 $ 544 s s 635 

The Company estimates the following future benefit payments which are calculated using the 
same actuarial assumptions used to measure the benefit obligation as of December 31. 2015: 

In millions 

2016 s 37 

2017"' 39 

2018 51 

2019 50 

2020 49 

Thereafter 250 
(I) Excludes any paymenls associaled wilh lhc ultimalc sclllemcnt of the tenninalcd plan discussed above. 



Stock Incentive Plans 
(Tables) 

Disclosure of Compensation Related 
Costs, Share-based Payments [Abstract] 

Summary of the assumptions used to value 
the ESPP awards 

Summary of the restricted stock unit and 
restricted share award activity 

Black-Scholes option pricing model, 
assumptions 

Summary of the Company's stock option 
activity 

12 Months Ended 

Dec. 31, 2015 

The following table is a summary of the assumptions used to value the ESPP awards for each 

of the respective periods: 

2015 2014 2013 

Dividend yield'" 0.71% 0.75% 0.86% 

Expected volatility'" 13.92% 14.87% 16.94% 

Risk-free interest rate''' 0.11% 0.08% 0.10% 

Expected life (in year.1)'" 0.5 0.5 0.5 

Weighted-average grant date fair value s 18.72 s 13.74 $ 10.08 

(I) The dividend yield is calculated based on semi-annual dividends paid and the fair market value of the 
Company's stock at the grant date. 

(2) The expected volatility is based on the historical volatility of the Company's daily stock market 
prices over the previous six month period. 

(3) The risk-free interest rate is based on the Treasury constant maturity interest rate whose term is 
consistent with the expected term of ESPP options (i.e., 6 months). 

(4) The expected life is based on the semi-annual purchase period. 

The following table is a summary of the restricted stock unit and restricted share award 

activity for the year ended December 31, 2015. 

Weighted Average 
Grant Date 

Unit,· in tlwusum/,· Units Fair Value 

Nonvested at beginning of year 4,677 $ 51.90 

Granted 2,695 $ 100.81 

Vested ( 1,646) $ 103.82 

Forfeited (308) $ 73.61 

Nonvested at end of year 5,418 s 59.22 

The fair value of each stock option is estimated using the Black-Scholes option pricing model 

based on the following assumptions at the time of grant: 

2015 2014 2013 

Dividend yield'" 1.37% 1.47% 1.65% 

Expected volatility"' 18.07% 19.92% 30.96% 

Risk-free interest rate"' 1.24% 1.35% 0.73% 

Expected life (in years/" 4.2 4.0 4.7 

Weighted-average grant date fair value s 14.01 s 11.04 s 12.50 

(I) The dividend yield is based on annual dividends paid and the fair market value of the Company's stock 
at the grant date. 

(2) The expected volatility is estimated using the Company's historical volatility over a period equal to 
the expected life of each option grant after adjustments for infrequent events such as stock splits. 

(3) The risk-free interest rate is selected based on yields from U.S. Treasury zero-coupon issues with a 
remaining term equal to the expected term of the options being valued. 

(4) The expected life represents the number of years the options are expected to be outstanding from 
grant date based on historical option holder exercise experience. 

The following table is a summary of the Company's stock option activity for the year ended 

December 31, 2015: 

Sl111re.\· in tlwu.ita111/.\· 

Outstanding at 
December 3 I, 2014 

Weighted 
Average 

Weighted Remaining 
Average Contractual 

Shares Eurcise Price Term 

28,166 s 47.87 

Aggregate 
Intrinsic 

Value 



Granted 3.772 s 102.25 

Exercised (6.425) s 40.68 

Forfeited (902) s 66.81 

Expired (270) s 38.03 

Outstanding at 
December 31, 2015 24.341 s 57.60 3.88 $993.965.110 

Exercisable al 
December 31, 2015 11.84 7 s 42.17 2.66 $658.732.653 

Vested at December 31. 
2015 and expected 

Lo vest in the future 23.765 s 56.96 3.84 $984. 746.487 



Income Taxes (Tables) 

Income Tax Disclosure [Abstract! 

12 Months Ended 

Dec. 31, 2015 

Schedule of income tax provision for continuing operations The income tax provision for continuing operations consisted of the following 
for the years ended December 31: 

Reconciliation of the statutory income tax rate to the 
Company's effective income tax rate for continuing 
operations 

Summary of the significant components of the Company's 
deferred tax assets and liabilities 

Schedule of net deferred tax assets (liabilities) 

In millio11s 2015 2014 2013 

Current: 

Federal s 3.065 s 2.581 s 2.623 

State 555 495 437 

3.620 3,076 3.060 

Deferred: 

Federal (180) (43) (115) 

State (54) (17) 

(234) (43) (132) 

Total s 3.386 s 3.033 $ 2,928 

The following table is a reconciliation of the statutory income tax rate to the 
Company's effective income tax rate for continuing operations for the years 
ended December 3 I: 

2015 2014 

Statutory income tax rate 35.0% 35.0% 

State income taxes. net of federal tax 
benefit 4.0 4.3 

Other 0.3 0.2 

Effective income tax rate 39.3% 39.5% 

The following table is a summary of the significant components of the 
Company's deferred tax assets and liabilities as of December 31: 

In mi/litm.• 2015 

Deferred tax assets: 

Lease and rents s 378 s 
Inventory 99 

Employee benefits 359 

Allowance for doubtful accounts 279 

Retirement benefits 105 

Net operating loss and capital loss carryforwards 115 

Deferred income 83 

Other 498 

Valuation allowance (115) 

Total deferred tax assets 1.801 

Deferred tax liabilities: 

Inventories 

Depreciation and amortization (6.018) 

Total deferred tax liabilities (6.018) 

Net deferred tax liabilities s (4,217) s 

2013 

35.0% 

4.0 

(0.1) 

38.9% 

2014 

396 

311 

164 

80 

74 

261 

297 

(5) 

1.578 

(18) 

(4.572) 

(4.590) 

(3.012) 

Net deferred tax assets (liabilities) are presented on the consolidated balance 
sheets as follows: 

In 111illio11s 2015 2014 

Deferred tax assets-current s 1.220 s 985 

Deferred tax assets-noncurrent (included in other 



Reconciliation of the beginning and ending amount of 
unrecognized tax benefits 

assets) 39 

Deferred tax liabilities-noncurrent (5,437) (4,036) 

Net deferred tax liabilities $ (4.217) s (3,012) 

A reconciliation of the beginning and ending amount of unrecognized tax 
benefits is as follows: 

In millions 2015 2014 2013 

Beginning balance $ 188 s 117 s 80 

Additions based on tax positions related 
to the current year 57 32 19 

Additions based on tax positions related 
to prior years 122 70 37 

Reductions for tax positions of prior years (II) (15) (1) 

Expiration of statutes of limitation ( 13) (15) (17) 

Settlements (5) (1) (1) 

Ending balance s 338 $ 188 s 117 



Segment Reporting (Tables) 

Segment Re~orting [Abstract! 

Reconciliation of the Com12any's 
business segments to the 
consolidated financial statements 

12 Months Ended 

Oec.31,2015 

The following table is a reconciliation of the Company·s business segments to the consolidated financial 

statements: 

lntcrscgmcnt 
Pharmacv Services Rctail/LTC Corporate Eliminations Consolidated 

!tr millions Segm~ent 11112t Scgmcnt 12
' Segment "' Totals 

2015: 

Net revenues s I 00.363 s 72.007 s s (19.080) s 153.290 

Gross profit 5,227 21,992 (691) 26,528 

Operating profit"' 3.989 7,130 (1,037) (628) 9,454 

Depreciation and 
amortization 654 1.336 102 2,092 

Additions to property and 

equipment 359 1,883 125 2.367 

2014: 

Net revenues s 88,440 s 67.798 s s (16,871) s 139,367 

Gross profit 4,771 21,277 (681) 25,367 

Operating profit 3,514 6,762 (796) (681) 8.799 

Depreciation and 

amortization 630 1,205 96 1,931 

Additions to property and 

equipment 308 1.745 83 2.136 

2013: 

Net revenues $ 76.208 $ 65,618 s s (15,065) s 126,761 

Gross profit 4.237 20,112 (566) 23.783 
Operating profit'" 3.086 6.268 (751) (566) 8,037 

Depreciation and 

amortization 560 1,217 93 1,870 

Additions to property and 

equipment 313 1.610 61 1,984 

(I} Net revenues of the Pharmacy Services Segment include approximately $8.9 billion. $8.1 billion and $7.9 billion of 
Retail Co-Payments for 2015, 2014 and 2013, respectively. See Note I lo the consolidated financial statements for 
additional information about Retail Co-Payments. 

(2) lnler~cgrnent eliminations relate to intersegment revenue generating activities that occur between the Pharmacy 
Services Segment and the Retail/L TC Segment. These occur in the following ways: when members of Pharmacy 
Services Segment clients ("'members') till prescriptions at retail stores to purchase covered products, when members 
enrolled in programs such as Maintenance Choice• elect to pick up maintenance prescriptions at a retail drugstore 
instead of receiving them through the mail, or when members have prescriptions tilled at long-term care facilities. 
\\.'hen these occur, both the Pharmacy Services and Retail/L TC segments record the revenues, gross profit and 
operating profit on a standalone basis. 

(3} For the year ended December 31, 2015, the Corporate Segment operating loss includes $156 million of acquisition
related transaction and integration costs and a $90 million charge related to a legacy lawsuit challenging the 1999 
legal settlement by Med Partners of various securities class actions and a related derivative claim. 

(4) Consolidated operating profit for the year ended December 31, 2013 includes a $72 million gain on a legal 
settlement, of which, S 11 million is included in the Pharmacy Services Segment and $61 million is included in the 
Rctail/L TC Segment. 



Earnings Per Share (Tables) 

Earnings Per Share [Abstract[ 

Reconciliation of basic and diluted earnings 
per common share 

12 Months Ended 

Dec. 31, 2015 

The following is a reconciliation of basic and diluted earnings per share from continuing 
operations for the respective years: 

In millions, excee.t e.er slrare ilnlOUll/S 2015 2014 

Numerator for earnings per share calculation: 

Income from continuing operations attributable to common 
stockholders '" s 5.202 s 4.626 s 

Denominator for earnings per share calculation: 

Weighted average shares, basic 1,118 1,161 

Effect of dilutive securities 8 8 

Weighted average shares. diluted 1.126 1,169 

Earnings per share from continuing operations: 

Basic $ 4.65 s 3.98 s 
Diluted s 4.62 $ 3.96 $ 

2013 

4,600 

1.217 

9 

1.226 

3.78 

3.75 

(I) Comprised of income from continuing operations less amounts allocable to participating securities of $27 
million and S 19 million for the years ended December 31, 2015 and 2014, respectively. 



Quarterly Financial 12 Months Ended 
Information (Unaudited) 

(Tables) Dec.31,2015 

Quarterlv Financial Information 
Disclosure [Abstract[ 

Quarterly Financial Information 
(Unaudited) 

First Second Third Fourth 
In millions. except per silare a11101111t~i Quarter Quarter Quarter Quarter Year 

2015: 

Net revenues s 36.332 s 37.169 s 38,644 $41,145 s 153,290 

Gross profit 6,164 6.402 6,661 7.301 26,528 

Operating profit 2.132 2.262 2.331 2.729 9.454 

Income from continuing operations 1.221 1.272 1.237 1.500 5.230 

Income (loss) from discontinued 
operations. net of tax 10 (I) 9 

Net income attributable to CVS Health 1.221 1.272 1.246 1.498 5.237 

Basic earnings per share: 

Income from continuing operations 
attributable to CVS Health s 1.08 s 1.13 s 1.10 s 1.35 s 4.65 

Income (loss) from discontinued 
operations attributable to 

CVS Health s s s 0.01 s $ 0.01 

Net income attributable to CVS Health s 1.08 s 1.13 $ I. I I $ 1.35 $ 4.66 

Diluted earnings per share: 

Income from continuing operations 
attributable to CVS Health s 1.07 s 1.12 s 1.10 s 1.34 $ 4.62 

Income (loss) from discontinued 
operations attributable to 

CVS Health s s s 0.01 s s 0.01 

Net income attributable to CVS Health s 1.07 s 1.12 s I. I I s 1.34 s 4.63 

Dividends per share s 0.350 $ 0.350 s 0.350 s 0.350 $ 1.40 

Stock price: (New York Stock Exchange) 

High s 104.56 s 106.47 s 113.45 SI 05.29 $ 113.45 

Low s 94.16 s 98.74 s 95.12 s 91.56 s 91.56 

First Second Third Fourth 
Jn nril/ions1 exCe(!.f f!.eT s/tare anrtJllllfS Quarter Quarter Quarter Quarter Year 

2014: 

Net revenues s 32.689 s 34.602 s 35.021 $37.055 $139.367 

Gross profit 5,942 6.324 6.468 6,633 25.367 

Operating profit 2,024 2.208 2.246 2.321 8,799 

Income from continuing operations 1.129 1.246 948 1.322 4,645 

Loss from discontinued operations. net of 
tax (I) (I) 

Net income attributable to CVS Health 1.129 1.246 948 1.321 4.644 

Basic earnings per share: 

Income from continuing operations 
attributable to CVS Health s 0.96 s 1.07 s 0.82 s 1.15 s 3.98 

Loss from discontinued operations 
attributable to CVS Health s s s s s 
Net income attributable to CVS Health s 0.96 s 1.07 s 0.82 s 1.15 s 3.98 

Diluted earnings per share: 

Income from continuing operations 
attributable to CVS Health s 0.95 s 1.06 s 0.81 s 1.14 s 3.96 

Loss from discontinued operations 
attributable to CVS Health s s s s s 



Net income attributable to CVS Health s 0.95 s 1.06 s 0.81 s 1.14 s 3.96 

Dividends per share s 0.275 s 0.275 s 0.275 s 0.275 s I. I 0 

Stock price: (New York Stock Exchange) 

High s 76.36 s 79.43 s 82.57 s 98.62 s 98.62 

Low s 64.95 s 72.37 s 74.69 s 77.40 s 64.95 



Significant Accounting 
Policies - Description of 

Business (Details) 

Segment reporting information 

Number of reportable segments I segment 

Pharmacy Services Segment 

Segment reporting information 

Number of pharmacies (more than 68,000) 

Number of chain pharmacies 

Number of independent pharmacies 

Number of conditions for integrated disease management I condition 

Centers of excellenee for infusion and enteral services I Center 

Number of states pharmacies operated I state 

Pharmacy Services Segment I Specialty stores 

Segment reporting information 

Number of pharmacies (more than 68,000) 

Pharmacy Services Segment I Specialty mail order 

Segment reporting information 

Number of pharmacies (more than 68,000) 

Pharmacy Services Segment I Mail service 

Segment reporting information 

Number ofpharmacies (more than 68,000) 

Pharmacy Services Segment I Infusion and Entcral Branches 

Segment reporting information 

Number of infusion and cntcral branches I Branch 

Pharmacy Services Segment I Ambulatory Infusion Suites 

Segment reporting information 

Number of infusion and cntcral branches I Suite 

Rctail/LTC Segment 

Segment reporting information 

Number of states pharmacies operated I state 

Number of drugstores 

Number of L TC spoke pharmacies I drugstore 

Number of L TC hub pharmacies I drugstore 

Rctail/LTC Segment I MinuteClinic within CVS Pharmacy Stores 

Segment reporting information 

Number of drugstores I clinic 

Rctail/L TC Segment I MinuteClinic 

Dec. 16, 2015 
clinic 
state 

pharmacy 

12 Months Ended 

3 

Dec. 31, 2015 
clinic 
Suite 
state 

Center 
condition 
Branch 

segment 
drugstore 
pharmacy 

68,000 

41,000 

27,000 

17 

6 

40 

24 

11 

5 

83 

73 

49 

9,655 

143 

32 

1,049 



Segment reporting information 

Number of drugstores I clinic 

Retail/L TC Segment I CVS/pharmacy 

Segment reporting information 

Number of drugstores 

Target Pharmacy Acquisition I Retail/L TC Segment 

Segment reporting information 

Number of states pharmacies operated I state 

Number of pharmacies acquired 

Number of clinics acquired I clinic 

47 

1,672 

79 

I, 135 

7,897 



Significant Accounting 
Policies - Fair Value of 
Financial Instruments 

(Details) 
$ in Millions 

Accounting Policies !Abstract) 

Dec.31,2015 
USD ($) 

Carrying amount of long-term debt $ 27,500 

Estimated fair value of long-tenn debt 28,400 

Fair value of outstanding letters of credit $ 4 



Significant Accounting 
Policies - Accounts 

Receivable (Details) - USD 
($) 

$ in Millions 

Allowance for Doubtful Accounts Receivable [Roll Forward[ 

Beginning balance 

Additions charged to bad debt expense 

Write-offs charged to allowance 

Ending balance 

12 Months Ended 

Dec. 31, 2015 Dec. 31, 2014 Dec. 31, 2013 

$ 256 

216 

(311) 
$ 161 

$ 256 

185 
(185) 
$ 256 

$ 243 

195 
(182) 

$ 256 



Significant Accounting 
Policies - Property and 

Equipment (Details) - USO ($) 
$ in Millions 

Property, Plant and Equipment [Line Items[ 

Property and equipment, gross 

Accumulated depreciation and amortization 

Property and equipment, net 

Property and equipment under capital leases 

Capital leases, accumulated depreciation 

Depreciation expense 

Leasehold Improvements 

Property, Plant and Equipment [Line Items) 

Property and equipment, gross 

Land 

Property, Plant and Equipment [Line Items[ 

Property and equipment, gross 

Building and Building Improvements 

Property, Plant and Equipment [Line Items[ 

Property and equipment, gross 

Fixtures and Equipment 

Property, Plant and Equipment [Line Items[ 

Property and equipment, gross 

Software 

Property, Plant and Equipment [Line Items[ 

Property and equipment, gross 

Minimum I Building 

Property, Plant and Equipment [Line Items[ 

Estimated useful life (in years) 

Minimum I Building Improvements 

Property, Plant and Equipment [Line Items[ 

Estimated useful life (in years) 

Minimum I Leasehold Improvements 

Property, Plant and Equipment [Line Items[ 

Estimated useful life (in years) 

Minimum I Furniture and Fixtures 

Property, Plant and Equipment [Line Items[ 

Estimated useful life (in years) 

Minimum I Equipment 

Property, Plant and Equipment [Line Items[ 

Estimated useful life (in years) 

Minimum I Software and Software Development Costs 

Property, Plant and Equipment [Line Items[ 

Estimated useful life (in years) 

Maximum I Building 

12 Months Ended 

Dec. 31, 2015 Dec. 31, 2014 Dec. 31, 2013 

$ 21,036 $ 18,786 

( 11, 181) (9,943) 

9,855 8,843 

528 268 

97 86 

1,500 1,400 $ 1,400 

4,015 3,626 

1,635 1,506 

3,168 2,828 

10,001 8,958 

$ 2,2I7 $ I,868 

10 years 

10 years 

I 0 years 

3 years 

3 years 

3 years 



Property, Plant and Equipment I Line ltemsl 

Estimated useful life (in years) 

Maximum I Building Improvements 

Property, Plant and Equipment I Line Items I 

Estimated useful life (in years) 

Maximum I Leasehold Improvements 

Property, Plant and Equipment [Line ltemsl 

Estimated useful life (in years) 

Maximum I Furniture and Fixtures 

Property, Plant and Equipment [Line Items[ 

Estimated useful life (in years) 

Maximum I Equipment 

Property, Plant and Equipment [Line Items) 

Estimated useful life (in years) 

Maximum I Software and Software Development Costs 

Property, Plant and Equipment [Line Items[ 

Estimated useful life (in years) 

40 years 

40 years 

40 years 

I 0 years 

I 0 years 

10 years 



Significant Accounting 
Policies - Intangible Assets 

(Details) 

Purchased Customer Contracts and Relationships I Minimum 

Finite-Lived Intangible Assets !Line Items! 

Finite-Lived intangible asset, useful life (in years) 

Purchased Customer Contracts and Relationships I Maximum 

Finite-Lived Intangible Assets !Line Items! 

Finite-Lived intangible asset, useful life (in years) 

Customer Lists 

Finite-Lived Intangible Assets (Line Items! 

Finite-Lived intangible asset, useful life (in years) 

12 Months Ended 

Dec.31,2015 

9 years 

20 years 

10 years 



Significant Accounting 
Policies - Redeemable 

Noncontrolling Interest 
(Details) - USD ($) 

$in Millions 

Redeemable Noncontrolling Interest (Line Items( 

Percentage of voting interests acquired 

Redeemable Noncontrolling Interest, Equity, Carrying Amount 
(Abstract( 

Net income attributable to noncontrolling interest 

Balance, December 31, 2015 

NCRX 
Redeemable Noncontrolling Interest [Line Items) 

Percentage of voting interests acquired 

Redeemable Noncontrolling Interest, Equity, Carrying Amount 
(Abstract( 

Acquisition of noncontrolling interest 

Net income attributable to noncontrolling interest 

Reclassification to capital surplus in connection with purchase of 
noncontrolling interest 

Balance, December 31, 2015 

12 Months 
Ended 

Dec. 31, 2015 

$1 

7 

39 

(I) 

$ 39 

Aug. 31, 
2015 

73.00% 

Aug. 18, 
2015 

100.00% 

Dec. 31, 
2014 

$5 



Significant Accounting 
Policies - Facility Opening, 
Advertising Costs, Interest 

Expense, and Shares Held in 
Trust (Details) - USO ($) 
shares in Millions,$ in 

Millions 

Accounting Policies [Abstract[ 

Billing of rebates to manufacturers, period (in days) 

Long-term portion of lease obligations associated with facility closings 

Advertising costs, net of vendor funding 

Interest expense, net of capitalized interest 

Interest income 

Capitalized interest 

Shares held in employee trust (in shares) 

12 Months Ended 

Dec. 31, 2015 Dec. 31, 2014 Dec. 31, 2013 

30 days 

$ 217 $ 207 

221 212 $ 177 

859 615 517 

21 15 8 

$ 12 $ 19 $ 25 



Significant Accounting 
Policies - Accumulated Other 

Comprehensive Income 
(Details) - USO($) 

$ in Millions 

Accounting Policies [Abstract[ 

AOCI related to pension and postretirement plans, pre -tax 

AOCI related to pension and postretiremcnt plans, after -tax 

Net impact on cash flow hedges, pre -tax 

Net impact on cash flow hedges, after -tax 

Foreign currency translation adjustment, net of tax 

AOCI Attributable to Parent, Net of Tax [Roll Forward I 
Stockholders' equity attributable to parent, beginning balance 

Stockholders' equity attributable to parent, ending balance 

Foreign Currency 

AOCI Attributable to Parent, Net of Tax [Roll Forward I 
Stockholders' equity attributable to parent, beginning balance 

Other comprehensive income (loss) before reclassifications 

Amounts reclassified from accumulated other comprehensive income 

Net other comprehensive income (loss) 

Stockholders' equity attributable to parent, ending balance 

Losses on Cash Flow Hedges 

AOCI Attributable to Parent, Net of Tax [Roll Forward! 

Stockholders' equity attributable to parent, beginning balance 

Other comprehensive income (loss) before reclassifications 

Amounts reclassified from accumulated other comprehensive income 

Net other comprehensive income (loss) 

Stockholders' equity attributable to parent, ending balance 

Pension and Other Postretirement Benefits 

AOCI Attributable to Parent, Net of Tax [Roll Forward I 
Stockholders' equity attributable to parent, beginning balance 

Other comprehensive income (loss) before reclassifications 

Amounts reclassified from accumulated other comprehensive income 

Net other comprehensive income (loss) 

Stockholders' equity attributable to parent, ending balance 

AOC! Attributable to Parent 

AOCI Attributable to Parent, Net of Tax [Roll Forward I 
Stockholders' equity attributable to parent, beginning balance 

Other comprehensive income (loss) before reclassifications 

Amounts reclassified from accumulated other comprehensive income 

Net other comprehensive income (loss) 

Stockholders' equity attributable to parent, ending balance 

12 Months Ended 

Dec. 31, 2015 Dec. 31, 2014 

$ 305 

186 

14 

7 

165 

37,958 

37,196 

[I] (65) 

[I] (100) 

(1].(2] 0 

[I] (100) 

[I] ( 165) 

[I] (9) 

[I] 0 

(l],(2] 2 

[I] 2 

[I] (7) 

[I] (143) 

[I] (56) 

(1].(2] 13 

[I] (43) 

[I] ( 186) 

(I] (217) 

[I] (156) 

[l].(2] 15 

[I] ( 141) 

[I] $ (358) 

$ 234 

143 

16 

9 

65 

37,958 

(30) 

(35) 

0 

(35) 

(65) 

(13) 

0 

4 

4 

(9) 

(106) 

0 

(37) 

(37) 

(143) 

(149) 

(35) 

(33) 

(68) 

$ (217) 



[I] All amounts arc net of tax. 

(2) The amounts reclassified from accumulated other comprehensive income for cash flow hedges arc recorded within interest 
expense, net on the consolidated statement of income. The amounts reclassified from accumulated other comprehensive 
income for pension and other postrctircmcnt benefits arc included in operating expenses on the consolidated statement of 
income. 



Significant Accounting 
Policies - Stock-based 

Compensation and Variable 
Interest Entity (Details) 

$ in Millions 

Variable Interest Entity, Primary Beneficiary I Terms of Generic Sourcing Venture 

Variable Interest Entity (Line Items! 

Ownership percentage by noncontrolling owners 

Ownership percentage by parent 

Initial contractual term 

Number of quarterly payments due (in quarterly payments) I payment 

Increase in contractual obligation payment received I $ 

Minimum 

Share-based Compensation Arrangement by Share -based Payment Award 
(Line Items! 

Requisite service period of the stock award (in years) 

Maximum 

Share-based Compensation Arrangement by Share -based Payment Award 
(Line Items! 

Requisite service period of the stock award (in years) 

1 Months 
Ended 

Jul. 31, 2014 

10 years 

12 Months Ended 

Dec. 31, 
2015 

USD ($) 

payment 

50.00% 

50.00% 

39 

$ 122 

3 years 

5 years 

Dec. 31, 
2014 

USD ($) 

$ 26 



Significant Accounting 
Policies - Related Party 
Transactions (Details) 

$ in Millions 

Related Party Transaction I Line Items! 

Expenses from transactions with related party 

Charitable contribution to the CVS foundation 

Equity Method Investec 

Related Party Transaction I Line Items! 

Other revenues from transactions with related 

Qill1Y 
Heartland Healthcare Services 

Related Party Transaction !Line Items) 

Number of states in which entity operates I state 

1 Months 4 Months 
Ended Ended 

Dec.31,2015 
Sep.30,2014 

USD ($) 
USD ($) 

state 

$ 25 

$ 25 

4 

12 Months Ended 

Dec. 31, 
Dec.31, Dec.31, 

2015 
USD ($) 

2014 2013 

state 
USD ($) USD ($) 

$ 50 $ 50 $ 48 

4 



Significant Accounting 3 Months Ended 12 Months Ended 
Policies - Discontinued 

Operations (Details) - USD Dec. Sep. Jun. Mar. Dec. Sep. Jun. Mar. Dec. Dec. Dec. 
($) 31, 30, 30, 31, 31, 30, 30, 31, 31, 31, 31, 

shares in Millions, $ in 2015 2015 2015 2015 2014 2014 2014 2014 2015 2014 2013 
Millions 

Accounting Policies [Abstract[ 

Income from discontinued 012erations $ 15 $ (I) $ ( 12) 

Income tax ex12ense (6) 0 4 

Income (loss} from discontinued 
$ (I) $ 10 $0 $0 $ (I) $0 $0 $0 $ 9 $ (I) $ (8) 

012erations, net of tax 

Antidilutive securities excluded from 
2.7 2.1 6.2 

com12utation of earnings QCr share 



Significant Accounting 
Policies - New Accounting 

Pronouncements (Details) -
USO($) 

$ in Millions 

New Accounting Pronouncements or Change in Accounting Principle !Line Items! 

Other assets 

Total assets 

Total liabilities and shareholders' equity 

Adjustments for New Accounting Principle, Early Adoption 

New Accounting Pronouncements or Change in Accounting Principle !Line Items! 

Other assets 

Total assets 

Long-term debt 

Total liabilities and shareholders' equity 

Adjustments for New Accounting Principle, Early Adoption I Scenario, Previously Reported 

New Accounting Pronouncements or Change in Accounting Principle !Line Items I 
Other assets 

Total assets 

Long-term debt 

Total liabilities and shareholders' equity 

Adjustments for New Accounting Principle, Early Adoption I Scenario, Adjustment 

New Accounting Pronouncements or Change in Accounting Principle !Line Items I 

Other assets 

Total assets 

Long-term debt 

Total liabilities and shareholders' equity 

Deferred Tax Assets, Current I Pro Forma 

New Accounting Pronouncements or Change in Accounting Principle !Line Items! 

Effect of adoption, quantification 

Assets, Current I Pro Forma 

New Accounting Pronouncements or Change in Accounting Principle (Line Items[ 

Effect of adoption, quantification 

Assets I Pro Forma 

New Accounting Pronouncements or Change in Accounting Principle !Line Items! 

Effect of adoption. quantification 

Liability I Pro Forma 

New Accounting Pronouncements or Change in Accounting Principle !Line Items I 
Effect of adoption, quantification 

12 Months Ended 

Dec.31,2015 Dec.31,2014 

$ 1,440 

93,657 

93,657 

1,200 

l,200 

1,200 

$ ( l,200) 

$ 1,445 

74,187 

74,187 

1,445 

74,187 

l l,630 

74,187 

l,510 

74,252 

l l,695 

74,252 

(65) 

(65) 

(65) 

(65) 

l,000 

1,000 

1,000 

$ (l ,000) 



Change in Accounting 
Principle (Details) 

$I shares in Units, $ in 
Millions 

New Accounting Pronouncements or Change in Accounting Principle 
[Line Items[ 

Percentage of consolidated inventories impacted by change in accounting 
principle 

Inventories 

Retained earnings 

Inventory Valuation Methodology Adjustment 

New Accounting Pronouncements or Change in Accounting Principle 
[Line Items) 

Inventories 

Deferred tax assets, net, current 

Retained earnings 

Effect of change on net income 

Inventory Valuation Methodology Adjustment I Continuing Operations 

New Accounting Pronouncements or Change in Accounting Principle 
[Line Items) 

3 Months 
Ended 

Sep. 30, 
2015 

USD ($) 
$I shares 

$ 27 

Effect of change on diluted earnings per share (in dollars per share) I$ I shares $ (0.02) 

New Accounting Pronouncement or Change in Accounting Principle, Effect of $ 
0

_
02 

Change on Basic Earnings Per Share I $ I shares 

Dec.31, Jan.OJ, 
2015 2015 

USD ($) USD ($) 

$ (14,001) 

$ (35,506) 

0.36 

$7 

3 

$4 

Dec.31, 
2014 

USD ($) 

$ (11,930) 

$ (31,849) 



Acquisitions - Omnicare 
Acquisition (Details) - USD 

($) 
$I shares in Units,$ in 

Millions 

Business Acquisition (Linc 
Items( 

Percentage of voting interests 
acquired 

Fair Values of Assets 
Acquired and Liabilities 
Assumed: 

Goodwill 

Goodwill 

Net revenues 

Net income 

Business Acquisition, Pro 
Forma Information: 

Loss on early extinguishment of 
debt 

Retail/L TC Segment 

Fair Values of Assets 
Acquired and Liabilities 
Assumed: 

Goodwill 

Goodwill 

Phannacy Services Segment 

Fair Values of Assets 
Acquired and Liabilities 
Assumed: 

Goodwill 

Goodwill 

Omnicare. Inc. 

Business Acquisition (Linc 
Items( 

Aug. 18, 
2015 

100.00% 

Business acquisition, share price S 
98

_
00 

(in dollars per share) 

Consideration transferred 

Consideration transferred, 
liabilities incurred 

s 9.645 

3,100 

Restricted stock awards issued, 
80 

value 

Cash paid to Omnicare 
shareholders 

Fair value of replacement equity 
awards issued to Omnicare 
employees for precombination 
services 

Fair Values of Assets 
Acquired and Liabilities 
Assumed: 

9,636 

9 

Current assets (including cash of 
$298) 1,657 

Cash 298 

Property and equipment 313 

Goodwill 9,090 

Intangible assets 3,962 

Dec. 
31, 

2015 

s 
38.106 

Sep. Jun. 
30, 30, 

2015 2015 

3 Months Ended 

Mar. 
31, 

2015 

Dec. 
31, 

2014 

s 
28.142 

Sep. Jun. Mar. 
30, 30, 31, 

2014 2014 2014 

s s s s s s 
4 1. 145 

38.644 37,169 36.332 
37

·
055 

35,02134.60232.689 

16.421 

21,685 

6,908 

s 
21.234 

4 
Months 
Ended 

Dec. 
31, 

2015 

s 
38,106 

16.421 

21,685 

9 Months 
Ended 

Sep. Sep. 
30, 30, 

2015 2014 

12 Months Ended 

Dec. Dec. Dec. 
31, 31, 31, 

2015 2014 2013 

s s s 
38.106 28.142 26.542 

10,006 1,616 

153.290 139.367 126.761 

5,239 4.644 4.592 

0 521 0 

16.421 6.908 6,884 

9.554 38 

s 
21,685 21.234 19.658 

452 $ 1,578 



Other noneurrent assets 64 

Current liabilities (705) 

Long-term debt (3,110) 

Deferred income tax liabilities (1,518) 

Other noncurrcnt liabilities (69) 

Redeemable noncontrolling 
(39) 

interest 

Goodwill, ex11cctcd tax s 400 
deductible 

Weighted average useful life {in 18 years 
years) 9 months 

Acguisition related costs 70 

Net revenues 2,600 

Net income 61 

Business Acguisition, Pro 
Forma Information: 

Total revenues s s 
156, 798 144,836 

Income from continuing s 5,277 s 4,522 
011crations 

Basic earnings 11cr share from 
continuing 011erntions (in dollars $ 4.70 s 3.88 
11cr share) 

Diluted earnings Qcr share from 
continuing 011crations (in dollars $ 4.66 s 3.85 
11cr share) 

Restructuring costs 135 

Omnicare. Inc. I Restricted 
Stock 

Business Acguisition !Linc 
Items I 

Restricted stock awards issued 
738,765 

(in shares) 

Omnicare, Inc. I Rctail/L TC 
Segment 

Fair Values of Assets 
Acguired and Liabilities 
Assumed: 

Goodwill s 8,600 

Omnicare, Inc. I Pharmacy 
Services Segment 

Fair Values of Assets 
Acguired and Liabilities 
Assumed: 

Goodwill 500 

Omnicare, Inc. I Customer 
Rclationshi11s 

Fair Values of Assets 
Acguircd and Liabilities 
Assumed: 

Intangible assets $ 3,900 

Weighted average useful life {in 19 years 
years) I month 

Omnicare, Inc. I Trade Names 

Fair Values of Assets 
Acguired and Liabilities 
Assumed: 

Intangible assets s 74 

Weighted average useful life {in 2 years 
years) I I 

months 



Omnicare, Inc. I Trade Accounts 
Receivable 

Fair Values of Assets 
Acguired and Liabilities 
Assumed: 

Acguired receivables. fair value 600 600 600 
Acguired receivables. gross 

857 857 857 
contractual amount 

Acguired receivables. estimated 
257 257 257 

uncollcctible 

Omnicare, Inc. I Other Acguired 
Receivables 

Fair Values of Assets 
Acguired and Liabilities 
Assumed: 

Acguired receivables, fair value 147 147 147 

Acguircd receivables. gross 
161 161 161 

contractual amount 

Acguircd receivables. estimated s 14 s 14 s 14 
uncollcctible 



Acquisitions - Target 
Pharmacy Acquisition 

(Details) 
$ in Millions 

Assets Acquired: 

Goodwill 

Retail/L TC Segment 

Business Acquisition ILine Items! 

Number of states pharmacies operated I state 

Assets Acquired: 

Goodwill 

Target Pharmacy Acquisition 

Business Acquisition ILine Items) 

Consideration transferred 

Contingent consideration, liability 

Contingent consideration, liability term 

Assets Acquired: 

Accounts receivable 

Inventories 

Property and equipment 

Intangible assets 

Goodwill 

Total cash consideration 

Acquisition related costs 

Target Pharmacy Acquisition I Scenario, Forecast 

Assets Acquired: 

Business Combination, Provisional Information, Initial 
Accounting Incomplete, Adjustment, Inventory 

Target Pharmacy Acquisition I Customer Relationships 

Assets Acquired: 

Finite-Lived intangible asset, useful life (in years) 

Target Pharmacy Acquisition I Retail/L TC Segment 

Business Acquisition (Line Items) 

Number of pharmacies acquired I pharmacy 

Number of states pharmacies operated I state 

Number of clinics acquired I clinic 

Dec. 16, 
2015 

USO($) 
clinic 
state 

pharmacy 

$ 1,900 

$ 50 

3 years 

$2 

472 

9 

490 

916 

$ 1,889 

13 years 

1,672 

47 
79 

3 Months 12 Months 
Ended Ended 

Mar. 31, 
Dec. 31, 

Dec. 31, Dec. 31, 
2015 

2016 
USO($) 

2014 2013 
USO($) 

state 
USO($) USO($) 

$ 38, 106 $ 28, 142 $ 26,542 

49 

$ 16,421 $ 6,908 $ 6,884 

$ 26 

$ 21 



1 Months 
12 Months Ended Ended 

Dec. 31, Dec.31, 

Acquisitions - Coram 2015 2015 

Acquisition (Details) USD ($) USD ($) 

Patient in Thousands, $ in Jan. 16, nurse nurse Dec. 31, Dec.31, 
Aug. 18, 2014 Dietitian Dietitian 2014 2013 Millions 2015 USD ($) employee employee USD ($) USD ($) 

Patient Patient 
Center Center 
Branch Branch 

Business Acguisition !Line Items! 

Percentage of voting interests acguired 100.00% 

Payment made to seller $ 58 $0 $0 

Goodwill $38,106 s 38,106 28,142 $ 26,542 

Coram LLC 

Business Acguisition !Line ltemsl 

Percentage of voting interests acguired 100.00% 

Consideration transferred $ 2,100 

Contingent consideration, liability 100 

Working ca12ital adjustment 9 

Decrease in inventories I Patient 240 240 

Net 012erating loss caqyforwards to be 12aid to 
$ 60 

seller 

Additional 12ayments to seller for remaining net 
50.00% 

012erating losses used 

Change in amount of contingent consideration, 
$4 

liability 

Payment made to seller $ 58 

Goodwill $ 1,600 

Acguisition related costs $ 15 

Coram LLC I Branch location 

Business Acguisition !Line Items! 

Increase in net income I Branch 83 83 

Coram LLC I Centers of Excellence 

Business Acguisition !Line Items! 

Increase in net income I Center 6 6 

Coram LLC I Em12loyee 

Business Acguisition !Line Items! 

Increase in current deferred income tax assets I 
4,600 4,600 

em12loyee 

Coram LLC I Nurses 

Business Acguisition !Line Items! 

Increase in current deferred income tax assets I 
600 600 nurse 

Coram LLC I Dietitians 

Business Acguisition !Line Items! 



Increase in current deferred income tax assets I 
Dietitian 

250 250 



Goodwill and Other 
Intangibles - Goodwill 

(Details) - USD ($) 

Goodwill (Line Items( 

Goodwill, impairment loss 

Goodwill (Roll Forward! 

Goodwill, beginning balance 

Acquisitions 

Foreign currency translation adjustments 

Other [I] 

Goodwill, ending balance 

Pharmacy Services Segment 

Goodwill (Roll Forward! 

Goodwill, beginning balance 

Acquisitions 

Foreign currency translation adjustments 

Other [I] 

Goodwill, ending balance 

Rctail/L TC Segment 

Goodwill (Roll Forward! 

Goodwill, beginning balance 

Acquisitions 

Foreign currency translation adjustments 

Other [I] 

Goodwill, ending balance 

3 Months Ended 12 Months Ended 

Sep.30,2015 Dec.31,2015 Dec.31,2014 

$0 

$ 28, 142,000,000 $ 26,542,000,000 

10,006,000,000 

( 40,000,000) 

(2,000,000) 

1,616,000,000 

(14,000,000) 

(2,000,000) 

38, I 06,000,000 28, 142,000,000 

21,234,000,000 

452,000,000 

0 

( 1,000,000) 

19,658,000,000 

1,578,000,000 

0 

(2,000,000) 

21,685,000,000 21,234,000,000 

6,908,000,000 

9,554,000,000 

( 40,000,000) 

(1,000,000) 

6,884,000,000 

38,000,000 

(14,000,000) 

0 

$ 16,421,000,000 $ 6,908,000,000 

[ 1] "Other" represents immaterial purchase accounting adjustments for acquisitions. 



3 Months 
12 Months Ended Goodwill and Other Ended 

Intangibles - Intangible 
Sep. 30, Dec. 31, Assets (Details) - USD ($) 

2015 
Dec. 31, 2015 Dec. 31, 2014 

2013 

Intangible assets 

Amortization cx12cnse related to finite -lived intangible assets 
$ 61 1,000,000 $ 518,000,000 

$ 
494,000,000 

Antici~ated annual amortization ex~enses 

2016 760,000,000 

2017 735,000,000 

2018 705,000,000 

2019 662,000,000 

2020 490,000,000 

Finite-Lived Intangible Assets, Net (Abstract( 

Intangible assets, gross caill'.ing amount 18,587,000,000 13, 799,000,000 

Finite-lived intangible asset, accumulated amortization ( 4, 709 ,000,000) ( 4,025,000,000) 

Intangible assets, net carrying amount $ 13,878,000,000 9,774,000,000 

W eightcd A veragc 

Intangible assets 

Finite-Lived intangible asset, useful life (in years} l 5 years 6 months 

Customer contracts and rclationshiQs and covenants not to 
COITIQCtC 

Finite-Lived Intangible Assets, Net (Abstract( 

Intangible assets, gross car!}'.ing amount $ I 0,594,000,000 6,521,000,000 

Finite-lived intangible asset, accumulated amortization (4,092,000,000) (3,549,000,000) 

Intangible assets, net carrying amount $ 6,502,000,000 2,972,000,000 

Customer contracts and rclationshi12s and covenants not to 
com12etc I Weighted A vcrage 

Intangible assets 

Finite-Lived intangible asset, useful life (in years} l 5 years 6 months 

Favorable leases and other 

Finite-Lived Intangible Assets, Net [Abstract[ 

Intangible assets, gross caill'.ing amount $ 1,595,000,000 880,000,000 

Finite-lived intangible asset. accumulated amortization ( 61 7 ,000,000) ( 4 76,000,000) 

Intangible assets, net carrying amount $ 978,000,000 404,000,000 

Favorable leases and other I W cightcd A veragc 

Intangible assets 

Finite-Lived intangible asset, useful life (in years} 15 years 7 months 6 
days 

Trademarks (indefinitely- lived} 

Intangible assets 

Im12airmcnt of intangible assets, indefinite-lived $0 

Indefinite-lived intangible assets $ 6,400,000,000 6,400,000,000 

Finite-Lived Intangible Assets, Net (Abstract( 

Intangible assets. gross caill'.ing amount 6,398,000,000 6,398,000,000 



Intangible assets, net carrying amount 
$ 6,398,000,000 

$ 
6,398,000,000 



Share Repurchase Programs 
(Details) - USO ($) 

SI shares in Units, shares in 
Millions 

December I I. 2015 

Share repurchases 

Amount under ASR agreement 

ASR. shares received as a 
percent of notional amount 

Shares repurchased under ASR 
agreement 

ASR, shares to be received at 
end of program as a percent of 
notional amount 

ASR. settlement payment 

Transfer of shares to treasury 
stock value 

December 11, 2015 I 
Subsequent Event 

Share repurchases 

Shares repurchased under ASR 
agreement 

January 02. 2015 

Share repurchases 

Amount under ASR agreement 

ASR. shares received as a 
percent of notional amount 

Shares repurchased under ASR 
agreement 

ASR, shares to be received at 
end of program as a percent of 
notional amount 

ASR, settlement payment 

Transfer of shares to treasury 
stock value 

October 0 I. 2013 

Share repurchases 

Dec. 
30. 

2013 

12 Months Ended 

Jan. May. Jan. 
Oct.01,2013 Dec.31,2015 Dec.31,2014 Dec.31,2013 28, Dec.11,2015 01, 05, Jan.02,2015 

s 580,000.000 

145.000.000 

1,600,000,000 

400.000.000 

2016 2015 2015 

1.4 

s 
725.000,000.0 

80.00% 

6.2 

20.00% 

3.1 16.8 

s 
2.000.000,000.0 

80.00% 

20.00% 

Amount under ASR agreement S 

Shares repurchased under ASR 
agreement 
Notional purchase price (as a 
percent) 

Common stock price of shares 
repurchased under ASR 
agreement with Barclavs (in 
dollars per share) 

2014 Repurchase Program 

Share repurchases 

Share repurchase program, 
authorized amount 

Amount available for 
repurchases 

2013 Repurchase Program 

Share repurchases 

Share repurchase program. 
authorized amount 

Amount available for 
repurchases 

2012 Repurchase Program 

Share repurchases 

1.700.000.000.0 

11.7 14.9 26.6 

50.00% 

s 
63.83 s 56.88 

7 1 700,000,000 

0 

Dec. 15, 

s 
10,000.0t 



Share repurchase program. 
aulhorizcd amount 

Amounl available for 
repurchases 

Repurchase of common stock (in 
shares) 

Repurchase of common stock 

2014 and 2013 Repurchase 
Programs 

Share repurchases 

Amoum available for 
repurchases 

Repurchase of common stock (in 
shares) 

Repurchase of common stock 

2013 and 2012 Repurchase 
Programs 

Share repurchases 

Amounl available for 
repurchases 

Repurchase of common stock (in 
shares) 

Repurchase of common stock 

so 

48.0 

s 
5,000,000,000 

$ 
12, 700,000,000 

51.4 

$ 
4,000.000,000 

66.2 

s 
4,000.000,000 

s 
6, 700.000,000 



Borrowing and Credit 
Agreements - Schedule of 

Long-term Debt Instruments 
(Details) - USO($) 

$ in Millions 

Debt Instrument !Line Items! 

Total debt principal 

Debt premiums 

Debt discounts and deferred financing costs 

Long-term debt, net of premiums, discounts and deferred costs 

Short-term debt (commercial paper) 

Current portion of long-term debt 

Long-tcnn debt 

Commercial paper 

Debt Instrument [Line Items[ 

Total debt principal 

3.25% senior notes due 2015 

Debt Instrument [Line Items[ 

Total debt principal 

Interest rate, stated percentage 

1.2% senior notes due 2016 

Debt Instrument !Line Items! 

Total debt principal 

Interest rate, stated percentage 

6.125% senior notes due 2016 

Debt Instrument [Line Items[ 

Total debt principal 

Interest rate, stated percentage 

5.75% senior notes due 2017 

Debt Instrument !Line Items! 

Total debt principal 

rnterest rate, stated percentage 

I. 9% senior notes due 2018 

Debt Instrument (Line Items[ 

Total debt principal 

Interest rate, stated percentage 

2.25% senior notes due 2018 

Debt Instrument [Line Items[ 

Total debt principal 

Interest rate, stated percentage 

2.25% senior notes due 2019 

Debt Instrument (Line Items[ 

Total debt principal 

Interest rate, stated percentage 

6.6% senior notes due 2019 

Dec. 31, 2015 Dec. 31, 2014 Aug. 07, 2014 Dec. 02, 2013 

$ 27,694 

39 

(269) 

27,464 

0 

(I, 197) 

26,267 

0 

$0 

3.25% 

$ 750 

1.20% 

$ 421 

6.125% 

$ 1,080 

5.75% 

$ 2,250 

1.90% 

$ 1,250 

2.25% 

$ 850 

2.25% 

$ 12,992 

0 

(102) 

12,890 

(685) 

(575) 

11,630 

685 

$ 550 

3.25% 

$ 750 

1.20% 

$ 421 

6.125% 

$ 1,080 

5.75% 

$0 

1.90% 

$ 1,250 

2.25% 

$ 850 

2.25% 

5.75% 

2.25% 

2.25% 



Debt Instrument [Line Items[ 

Total debt principal $ 394 $ 394 

Interest rate, stated percentage 6.60% 6.60% 

2.8% senior notes due 2020 

Debt Instrument (Line Items[ 

Total debt principal $ 2,750 $0 

Interest rate, stated percentage 2.80% 2.80% 

4.75% senior notes due 2020 

Debt Instrument (Line Items[ 

Total debt principal $ 450 $ 450 

Interest rate, stated percentage 4.75% 4.75% 

4.125% senior notes due 2021 

Debt Instrument (Line Items[ 

Total debt principal $ 550 $ 550 

Interest rate, stated percentage 4.125% 4.125% 

2. 75% senior notes due 2022 

Debt Instrument (Line Items[ 

Total debt principal $ 1,250 $ 1,250 

Interest rate, stated percentage 2.75% 2.75% 

3.5% senior notes due 2022 

Debt Instrument (Line Items[ 

Total debt principal $ 1,500 $0 

Interest rate, stated percentage 3.50% 3.50% 

4.75% senior notes due 2022 

Debt Instrument (Line Items[ 

Total debt principal $ 400 $0 

Interest rate, stated percentage 4.75% 4.75% 

4% senior notes due 2023 

Debt Instrument [Line Items[ 

Total debt principal $ 1,250 $ 1,250 

Interest rate, stated percentage 4.00% 4.00% 4.00% 

3.375% senior notes due 2024 

Debt Instrument (Line Items[ 

Total debt principal $ 650 $ 650 

Interest rate, stated percentage 3.375% 3.375% 3.375% 

5% senior notes due 2024 

Debt Instrument [Line Items[ 

Total debt principal $ 300 $0 

Interest rate, stated percentage 5.00% 5.00% 

3.875% senior notes due 2025 

Debt Instrument (Line Items[ 

Total debt principal $ 3,000 $0 

Interest rate, stated percentage 3.875% 3.875% 

6.25% senior notes due 2027 

Debt Instrument [Line Items[ 

Total debt principal $ 453 $ 453 



Interest rate, stated 12ercentage 6.25% 6.25% 6.25% 

3.25% senior exchange debentures due 2035 

Debt Instrument [Line Items) 

Total debt 12rinci12al $5 $0 

Interest rate, stated 12ercentage 3.25% 3.25% 

4.875% senior notes due 2035 

Debt Instrument (Line Items) 

Total debt 12rinci12al $ 2,000 $0 

Interest rate, stated 12ercentage 4.875% 4.875% 

6.125% senior notes due 2039 

Debt Instrument [Line Items[ 

Total debt 12rinci12al $ 734 $ 734 

Interest rate, stated 12ercentage 6.125% 6.125% 6.125% 

5. 75% senior notes due 2041 

Debt Instrument [Line Items[ 

Total debt 12rinci12al $ 493 $ 493 

Interest rate, stated 12ercentage 5.75% 5.75% 5.75% 

5.3% senior notes due 2043 

Debt Instrument [Line Items[ 

Total debt 12rinci12al $ 750 $ 750 

Interest rate, stated 12ercentage 5.30% 5.30% 5.30% 

5.125% senior notes due 2045 

Debt Instrument [Line Items[ 

Total debt 12rinci12al $ 3,500 $0 

Interest rate, stated 12ercentage 5.125% 5.125% 

Ca12ital lease obligations 

Debt Instrument [Line Items[ 

Total debt 12rinci12al $ 644 $ 391 

Other 

Debt Instrument [Line Items[ 

Total debt 12rinci12al $ 20 $ 41 



Borrowing and Credit 
Agreements - Additional 

Information (Details) - USD 
(S) 

Debt Instrument (Linc ltcmsl 

Weighted average interest rate 

Proceeds from issuance of senior 
long-tcm1 debt 

Carrying amount of long-term 
debt 

Loss on early cxtinguishmcnt of 
debt 

Total debt principal 

Omnicare, Inc. 

Debt Instrument I Linc ltcmsl 

Notes assumed 

Convertible debt 

Repayments of debt 

Carrying amount of long-term 
debt 

Senior notes 1.900% due in 
2018. 2.800% due in 2020. 
3.500% due in 2022, 4.875% 
due in 2035, and 5.125% due in 
2045 

Debt Instrument I Linc ltemsl 

Debt instrument, face amount 

Bridge Loan 

Debt Instrument !Linc Items( 

Bridge loan 

Loan processing fee 

Unsecured Backup Credit 
Facility Expiring May 2016 

Debt Instrument I Linc ltcmsl 

Maximum borrowing capacity 

Linc of credit facility tcm1 (in 
years) 

Unsecured Backup Credit 
Facility Expiring February 2017 

Debt Instrument (Linc Items( 

Maximum borrowing capacity 

Linc of credit facility tcm1 (in 
years) 

Unsecured Backup Credit 
Facility Expiring May 2018 

Debt Instrument !Linc ltcmsl 

Maximum borrowing capacitv 

Linc of credit facility tcm1 (in 
years) 

Unsecured Backup Credit 
Facilities 

Debt Instrument I Linc Items I 

Commitment fee percentage 

Long-tcnn line of credit 

Unsecured Debt 

Jul. 20, 2015 

$ 15,000,000,000 

I Months 
Ended 

4 Months Ended 

May. 20, 2015 Sep. 04, 2014 Aug. 07, 2014 Dec. 02, 2013 Aug. 31, 2015 Dec. 31, 2015 Dec. 3 

s 
13,000,000,000 

s 52,000,000 

$ 1,500,000,000 $ 4,000.000,000 

s 
3, I 00,000,000 

700.000,000 

s 27,500,000,000 s 27,500 

0 

27,694,000,000 27,694,0 

5,000,000 5,000,00 

2,400,00 

s 
I ,000,000,000.00 1,000,00 

5 years 

$ 
I ,250,000,000.00 1,250,00 

5 years 

s 
I ,250,000,000.00 1,250,00 

0 

5 years 

0.03'Yo 

so 



Debt Instrument !Linc Items! 

Proceeds from issuance of senior 
lomHcnn debt 14,800.000.000 

Unsecured Debi I 1.9% senior 
notes due 2018 

Debt Instrument (Linc Items( 

Debt instrument, face amount S 
2.250,000,000.00 

lnlcrcsl rate, slated percentage 1.90% 

Unsecured Debt I 2.8% senior 
notes due 2020 

Debt Instrument !Linc Items( 

Debi instrument, face amount S 
2,750.000.000.00 

Interest rate, stated percentage 2.80% 

Unsecured Debi 13.5% senior 
notes due 2022 

Debt Instrument (Linc Items( 

Debt instrument, face amount S 
I ,500,000,000.0 

Interest rate, stated percentage 3.50% 

Unsecured Debt I 3.875% senior 
notes due 2025 

Debt Instrument I Linc Items( 

Debt instrument, face amount S 3,000,000.000 

Interest rate, staled percentage 3.875% 

Unsecured Debt 14.875% senior 
notes due 2035 

Debt Instrument (Linc Items( 

Debi instrument, face amount $ 2.000.000.000 

Interest rate. slated percentage 4.875% 

Unsecured Debt I 5.125% senior 
notes due 2045 

Debt Instrument (Line Items( 

Debt instrument, face amount S 
3,500.000,000.0 

Interest rate. staled percentage 5.125% 

Convertible Debt I Omnicare. 

l!!f.:. 
Debt Instrument (Linc Items! 

Noles assumed 

Loans Payable I Omnicare, Inc. 

Debt Instrument (Linc Items( 

Repayments of debt 

Senior Notes 

Debt Instrument (Linc Items( 

Debi instrument, face amount 

Senior Notes 14. 750% senior 
notes due in 2022 

Debt Instrument (Linc Items( 

Debt instrument. face amount 

Senior Notes I 4. 750% senior 
notes due in 2022 I Omnicare, 

l!!f.:. 
Debt Instrument (Linc Items( 

Carrving amount of long-term 
debt 

Senior Notes I 5% senior notes 
due 2024 

Debt Instrument (Linc Items( 

Debt inslrumcnl, face amount 

2.000.000.000 

s 400.000.000 

684.000.000 

388.000.000 

400.000.000 

296.000.000 



Senior Notes I 5% senior notes 
due 2024 I Omnicare. Inc. 

l>cbt Instrument !Linc Items! 

Carrvin!! amount of long -term 
debt 

2.25% senior notes due 2019 

l>cbt Instrument !Linc Items! 

Debi instrument, face amount 

Interest rate, stated percentage 

Total debt principal 

3.375% senior notes due 2024 

l>cbt Instrument !Linc Items! 

Debi instrument. face amount 

Interest rate, stated percentage 

Total debt principal 

6.25% senior notes due 2027 

l>cbt Instrument !Linc Items! 

Interest rate, stated percentage 

Total debt principal 

6.125% senior notes due 2039 

l>cbt Instrument !Linc Items! 

Interest rate. stated percentage 

Total debt principal 

5.75% senior notes due 2041 

l>cbt Instrument I Linc Items I 

Interest rate, stated percentage 

Total debt principal 

5.75% senior notes due 2017 

l>cbt Instrument !Linc Items! 

Interest rate, stated percentage 

Total debt principal 

Senior notes 6.25% Due in 
2027, 6.125% Due in 2039. 
5.75% Due in 2041. 5.75% Due 
in 2017 

l>cbt Instrument !Linc Items! 

Extinguishmcnt of debt amount 
tender offer 

Redemption premium 

Write-off of unamortized 
deferred linancing charges 

Extinguishmenl of debt lender 

fees 

Loss on early extinguishmenl of 
debt 

Enhanced Capital Advantage 
Preferred Securities 

l>cbt Instrument I Linc Items I 

Total debt principal 

Unsecured Senior Notes t .25% 
Due in 2016 

l>cbt Instrument !Linc Items! 

Debt instrument, face amount 

Interest rate, stated percentage 

2.25% senior notes due 20 t 8 

l>cbt Instrument !Linc Items! 

Debt instrument, face amount 

Interest rate, stated percentage 

Total debt principal 

s 850,000,000 

2.25% 

s 650,000,000 

3.375% 

6.25% 

6.125% 

5.75% 

5.75% 

s $ 
2,000,000.000.0 1.500.000.000.0 

490.000.000 

26,000.000 

5,000.000 

s 521.000,000 

s 750.000.000 

1.20% 

s 
1.250,000.000.00 

2.25% 

s 300.000.000 

2.25% 2.25% 

s 850,000,000 s 850,00 

3.375% 3.375% 

s 650,000.000 s 650.00 

6.25% 6.25% 

s 453,000,000 s 453.00 

6.125% 6.125% 

s 734,000,000 $ 734,00 

5.75% 5.75% 

s 493,000,000 s 493,00 

5.75% 5.75% 

s 1.080,000,000 s 1.080,t 

2.25% 2.25%, 

s 1,250.000.000 s 1,250.t 



4% senior notes due 2023 

Debt Instrument (Linc Items! 

Debt instrument. face amount 

Interest rate. stated percentage 

Total debt principal 

5.3% senior notes due 2043 

Debt Instrument (Linc Items! 

Debt instrument, face amount 

Interest rate, stated percentage 

Total debt principal 

4.75% senior notes due 2022 

Debt Instrument (Linc Items! 

Interest rate, stated percentage 

Total debt principal 

5% senior notes due 2024 

Debt Instrument (Line Items( 

Interest rate, stated percentage 

Total debt principal 

s 
1.250,000,000.00 

4.00% 

s 750,000,000 

5.30% 

4.00% 4.00% 

s 1.250.000.000 s 1.250,f 

5.30% 5.30% 

s 750,000,000 s 750,00 

4.75% 4.75% 

s 400,000,000 s 400,00 

5.00% 5.00% 

$ 300,000,000 $ 300,00 



Borrowing and Credit 
Agreements - Interest Rate 

and Maturity (Details) -
Senior Notes 
$ in Millions 

Debt Instrument [Line ltemsl 

Debt instrument, face amount 

4.750% senior notes due in 2022 

Debt Instrument [Line Items[ 

Debt instrument, face amount 

1 Months Ended 

Aug. 31, 2015 
USO($) 

$ 684 

$ 388 

Percentage of principal amount redeemed 96.80% 

5% senior notes due 2024 

Debt Instrument [Line Items! 

Debt instrument, face amount $ 296 

Percentage of principal amount redeemed 98.80% 



Borrowing and Credit 
Agreements - Debt 

Maturities (Details)- USO($) Dec. 31 • 2015 Dec. 31 • 2014 

$ in Millions 

Debt Disclosure !Abstract! 

2016 $ 1,197 

2017 1,113 

2018 3,521 

2019 1,266 

2020 3,224 

Thereafter 17,373 

Total debt $ 27,694 $ 12,992 



Leases - Additional 
Information (Details) 

$ in Millions 

Operating Leased Assets [Line Items) 

Capital lease obligations 

Proceeds from sale-leaseback transactions 

Retail and mail order locations, distribution centers and corporate offices 

Operating Leased Assets [Line Items) 

Number of distribution centers leased I Center 

Retail and mail order locations, distribution centers and corporate offices I 
Minimum 

Operating Leased Assets [Line Items) 

Non-cancelablc operating leases, initial term (in years) 

Retail and mail order locations, distribution centers and corporate offices I 
Maximum 

Operating Leased Assets [Line Items) 

Non-cancelablc operating leases, initial term (in years) 

Equipment and other assets I Minimum 

Operating Leased Assets [Line Items) 

Non-cancelable operating leases, initial term (in years) 

Equipment and other assets I Maximum 

Operating Leased Assets [Line Items) 

Non-cancelablc operating leases, initial term (in years) 

Dec. 31, 
2015 

USO($) 
Center 

$ 300 

$ 411 

JO 

15 years 

25 years 

3 years 

JO years 

12 Months Ended 

Dec. 31, 
2014 

USO($) 

$ 515 

Dec. 31, 
2013 

USO($) 

$ 600 



Leases - Schedule of Rent 12 Months Ended 
Expense (Details) - USO($) 

$in Millions Dec. 31, 2015 Dec. 31, 2014 Dec. 31, 2013 

Leases JAbstractJ 

Minimum rentals 

Contingent rentals 

Gross lease rental expense 

Less: sublease income 

Net lease rental expense 

$ 2,317 

34 

2,351 

(22) 

$ 2,329 

$ 2,320 $ 2,210 

36 41 

2,356 2,251 

(21) (21) 

$ 2,335 $ 2,230 



Capital Leases 

2016 

2017 

2018 

2019 

2020 

Thereafter 

Total future lease payments 

Less: imputed interest 

Leases - Schedule of Future 
Minimum Lease Payments 

(Details) 
$ in Millions 

Present value of capital lease obligations 

Operating Leases 

2016 

2017 

2018 

2019 

2020 

Thereafter 

Total future lease payments 

Minimum sublease rentals due in future under non -cancelablc subleases 

Obligation in excess of future minimum payments 

Dec. 31, 2015 
USD ($) 

$ 52 

94 

70 

69 

69 

970 

1,324 

(679) 

645 

2,405 

2,321 

2,197 

2,044 

1,877 

16,837 

27,681 

180 

$ 1,700 

[I] 

[2] 

[2] 

[2] 

[2] 

[2] 

[2) 

[l].[2] 

[ 1] The Company leases pharmacy and clinic space from Target. Amounts related to such capital and operating leases arc 
reflected above. Amounts due in excess of the remaining estimated economic life of the buildings of approximately S 1. 7 
billion are not reflected herein since the estimated economic life of the buildings is shorter than the contractual term of the 
lease arrangement. 

[2] Future operating lease payments have not been reduced by minimum sublease rentals of $180 million due in the future under 
noncancelable subleases. 



Medicare Part 0 Medicare 
Part 0 (Details) - USO ($) 

$ in Millions 

Accounts, Notes, Loans and Financing Receivable (Line Items! 

Dec. 31, 2015 Dec. 31, 2014 

Accounts receivable, net $ 11,888 $ 9,687 

Centers for Medicare and Medicaid Services 

Accounts, Notes, Loans and Financing Receivable (Line Items( 

Accounts receivable, net $ 1,600 $ 1,800 



Pension Plans and Other 3 Months Ended 12 Months Ended 
Postretirement Benefits -

Additional Information Dec. 31, 2015 
Dec. 31, 2015 Dec. 31, 2014 Dec. 31, 2013 

(Details) USD ($) 
USD ($) USD ($) USD ($) 

$ in Millions Plan Plan Plan 

Com~ensation and Retirement Disclosure !Abstract! 

Em12loycr's contributions under defined contribution 12lans $ 251 $ 238 $ 235 

Defined Benefit Plan Disclosure !Line Items! 

Number of defined benefit 12Ians I Plan 7 9 9 

Multicm12loycr Plans, Pension 

Defined Benefit Plan Disclosure (Line Items) 

Period contributions $ 14 $ 14 $ 13 

Change in Assum12tions for Pension Plans 

Defined Benefit Plan Disclosure (Line Items) 

Increase (decrease) in 12cnsion 12Ian obligations $ 67 

Minimum 

Defined Benefit Plan Disclosure (Line Items) 

Period to com12letc settlement of 12ension 12lan 18 months 

Maximum 

Defined Benefit Plan Disclosure (Line Items) 

Period to com12Icte settlement of 12ension 12Ian 24 months 

Pension Plans 

Defined Benefit Plan Disclosure (Line Items) 

Increase in OCI 67 

Settlement loss $0 $3 0 

Discount rate 4.25% 4.00% 

Rate of com12ensation increase 4.00% 6.00% 

Em12Ioycr contributions $ 22 $ 42 33 

Estimated future em12loyer contributions in next fiscal year 37 

Benefit obligation $ 844 844 796 694 

Net 12criodic 12ension cost $ 19 $ 21 $ 19 

Pension Plans I Level I 

Defined Benefit Plan Disclosure (Line Items) 

Actual 12lan asset allocations 12crccnt 21.00% 21.00% 14.00% 

Pension Plans I Level 2 

Defined Benefit Plan Disclosure !Line Items) 

Actual 12lan asset allocations 12ercent 79.00% 79.00% 86.00% 

Pension Plans I Fixed Income Securities 

Defined Benefit Plan Disclosure (Line Items) 

Actual 12Ian asset allocations 12erccnt 80.00% 80.00% 81.00% 

Pension Plans I Eguity Securities 

Defined Benefit Plan Disclosure (Line Items) 

Actual 12Ian asset allocations 12crcent 19.00% 19.00% 18.00% 

Pension Plans I Money Market Funds 

Defined Benefit Plan Disclosure !Line Items! 



Actual Qian asset allocations Qercent 2.00% 2.00% 1.00% 

Pension Plans I Minimum 

Defined Benefit Plan Disclosure (Line Items) 

Settlement loss $ 175 

ExQected long-term rate of return on Qian assets 5.75% 5.75% 

Pension Plans I Minimum I Fixed Income Securities 

Defined Benefit Plan Disclosure (Line Items) 

Actual Qian asset allocations Qercent 80.00% 80.00% 

Pension Plans I Minimum I Eguity Securities 

Defined Benefit Plan Disclosure [Line Items) 

Actual Qian asset allocations Qereent 0.00% 0.00% 

Pension Plans I Maximum 

Defined Benefit Plan Disclosure (Line Items) 

Settlement loss $ 250 

ExQected long-tenn rate of return on Qian assets 6.75% 7.25% 

Pension Plans I Maximum I Fixed Income Securities 

Defined Benefit Plan Disclosure [Line Items) 

Actual Qian asset allocations Qercent 100.00% 100.00% 

Pension Plans I Maximum I Eguity Securities 

Defined Benefit Plan Disclosure [Line Items) 

Actual Qian asset allocations Qercent 20.00% 20.00% 

Tax Qualified Pension Plans, Defined Benefit 

Defined Benefit Plan Disclosure [Line Items) 

Number of defined benefit Qlans I Plan 2 4 4 

Discount rate 3.25% 

Unfunded Nongualified SUQQlcmental Retirement Plans 

Defined Benefit Plan Disclosure (Line Items) 

Number of defined benefit Qians I Plan 5 5 5 

Other Postretirement Benefit Plan 

Defined Benefit Plan Disclosure (Line Items) 

Settlement loss $8 

Period contributions $ 60 58 $ 55 

Benefit obligation $ 33 33 31 

Net Qeriodic Qension cost $2 $ I $I I 



Pension Plans and Other 
Postretirement Benefits -

Change in Benefit Obligation 
(Details) - Pension Plans -

USD ($) 
$ in Millions 

Defined Benefit Plan, Change in Benefit Obligation [Roll Forward[ 

Benefit obligation at beginning of year 

Acquisition 

Service cost 

Interest cost 

Actuarial loss 

Benefit payments 

Settlements 

Benefit obligation at end of year 

12 Months Ended 

Dec. 31, 2015 Dec. 31, 2014 Dec. 31, 2013 

$ 796 

8 

0 

31 

45 

(36) 

0 

$ 844 

$ 694 

0 

I 

32 

119 

(4 l) 

(9) 

$ 796 

$ 1 

30 

$ 694 



Pension Plans and Other 
Postretirement Benefits -

Change in Plan Assets 
(Details) - Pension Plans -

USD ($) 
$ in Millions 

Defined Benefit Plan, Change in Fair Value of Plan Assets 

Fair value of Qian assets at the beginning of the l'.ear 

Acquisitions 

Actual return on Qian assets 

EmQIOl'.er contributions 

Benefit Qal'.ments 

Settlements 

Fair value of Qian assets at the end of the l'.ear 

Funded status 

12 Months Ended 

Dec. 31, 2015 Dec. 31, 2014 Dec. 31, 2013 

$ 635 $ 568 

5 0 

( 13) 75 

22 42 $ 33 

(36) (41) 

0 (9) 

613 635 $ 568 

$ (231) $ (161) 



Pension Plans and Other 
Postretirement Benefits -

Components of Net Periodic 
Benefit Cost (Details) -
Pension Plans - USD ($) 

$ in Millions 

Defined Benefit Plan Disclosure [Line Items) 

Interest cost 

Ex12eeted return on Qian assets 

Amortization of net loss 

Settlement loss 

Service cost 

Net 12eriodic 12ension cost 

12 Months Ended 

Dec. 31, 2015 Dec. 31, 2014 Dec. 31, 2013 

$ 31 $ 32 $ 30 

(33) (31) (34) 

21 16 22 

0 3 0 

0 I I 

$ 19 $ 21 $ 19 



Pension Plans and Other 
Postretirement Benefits - Fair 

Value Allocation of Plan 
Assets (Details) - Pension 

Plans - USD ($) 

Dec. 31, 2015 Dec. 31, 2014 Dec. 31, 2013 

$ in Millions 

Defined Benefit Plan Disclosure (Line Items( 

Fair value of plan assets 

Level I 

Defined Benefit Plan Disclosure (Line Items! 

Fair value of plan assets 

Level2 

Defined Benefit Plan Disclosure (Line Items] 

$ 613 

129 

Fair value of plan assets 484 

Level 3 

Defined Benefit Plan Disclosure (Line Items( 

Fair value of plan assets 0 

Cash and money market funds 

Defined Benefit Plan Disclosure (Line Items! 

Fair value of plan assets 10 

Cash and money market funds I Level I 

Defined Benefit Plan Disclosure (Line Items( 

Fair value of plan assets I 0 

Cash and money market funds I Level 2 

Defined Benefit Plan Disclosure (Line Items( 

Fair value of plan assets 0 

Cash and money market funds I Level 3 

Defined Benefit Plan Disclosure (Line Items( 

Fair value of plan assets 0 

Fixed income funds 

Defined Benefit Plan Disclosure (Line Items! 

Fair value of plan assets 488 

Fixed income funds I Level I 

Defined Benefit Plan Disclosure (Line Items( 

Fair value of plan assets 4 

Fixed income funds I Level 2 

Defined Benefit Plan Disclosure (Line Items] 

Fair value of plan assets 484 

Fixed income funds I Level 3 

Defined Benefit Plan Disclosure (Line Items! 

Fair value of plan assets 

Equity mutual funds 

Defined Benefit Plan Disclosure (Line Items( 

Fair value of plan assets 

Equity mutual funds I Level l 

Defined Benefit Plan Disclosure (Line Items( 

0 

115 

$ 635 $ 568 

91 

544 

0 

7 

7 

0 

0 

514 

0 

514 

0 

114 



Fair value of plan assets 

Equity mutual funds I Level 2 

Defined Benefit Plan Disclosure !Line Items! 

115 

Fair value of plan assets 0 

Equity mutual funds I Level 3 

Defined Benefit Plan Disclosure !Line Items! 

Fair value of plan assets $ 0 

84 

30 

$0 



Pension Plans and Other 
Postretirement Benefits -
Expected Future Benefit 

Payments (Details) - Pension 
Plans 

$ in Millions 

Defined Benefit Plan Disclosure !Line Items! 

2016 
2017 

2018 
2019 
2020 
Thereafter 

$ 37 

39 

51 

50 

49 

Dec.31,2015 
USD ($) 

[I] 

$ 250 

[I] Excludes any payments associated with the ultimate settlement of the terminated plan discussed above. 



Stock Incentive Plans -
Additional Information 

(Details) - USO($) 
$I shares in Units,$ in 

Millions 

12 Months Ended 

Compensation 

Excess tax benefits from stock -based compensation 

Proceeds from exercise of stock options 

Total intrinsic value of options exercised 

Restricted Stock 

Compensation 

Compensation expense related to share -based compensation 

Total fair value of restricted shares vested 

Restricted Stock I Executive Officer 

Compensation 

Dec.31,2015 

$ 127 

299 

394 

140 

164 

Compensation expense related to share -based compensation $ 38 

Restricted Stock Units (RSUs) 

Compensation 

Granted (in shares) 

Granted (in dollars per share) 

Unrecognized compensation expense related to unvestcd options 

Unrecognized compensation expense related to unvestcd options, 
period of recognition (in years) 

Options Granted, Beginning from 2011 

Compensation 

Exercisable period (in years) 

Expiration period for options granted (in years) 

Employee Stock Option 

Compensation 

Fair value of options vested 

Employee Stock 

Compensation 

Compensation expense related to share -based compensation 

Recognized tax benefit on compensation expense 

Employee Stock Purchase Plan 2007 

Compensation 

Maximum number of shares that can be purchased under ESPP (in 
shares) 

Employee purchase price, percentage of fair market value of 
ordinary shares 

Shares of common stock purchased for ESPP (in shares) 

2,695,000 

$ 100.81 

$ 268 

2 years 7 months 
10 days 

4 years 

7 years 

$ 334 

90 

$ 26 

15,000,000 

85.00% 

1,000,000 

A vcrage price of shares of common stock purchased for ESPP (in $ 
72

_
21 dollars per share) 

Shares of common stock available for issue under ESPP (in 
shares) 

Equity Incentive Plan 20 I 0 

14,000,000 

Dec. 31, 
2014 

$ 106 

421 

372 

62 

$ 57 

2,708,000 

$ 73.60 

$ 292 

103 

$ 33 

Dec. 31, 
2013 

$ 62 

500 

282 

41 

$ 41 

1,715,000 

$ 54.30 

$ 329 

100 

$ 32 

Mar. 31, 
2013 

15,000,000 



Compensation 

Maximum number of shares that can be purchased under ESPP (in 
shares) 74,000,000 

Shares available for future grants under the ICP (in shares) 

Employee Stock Option 

Compensation 

Unrecognized compensation expense related to unvcstcd options 

Unrecognized compensation expense related to unvestcd options, 
period of recognition (in years) 

Unvcstcd options to vest over the requisite service period (in 
shares) 

Minimum 

Compensation 

Requisite service period of the stock award (in years) 

Maximum 

Compensation 

Requisite service period of the stock award (in years) 

24,000,000 

$ 91 

I year 8 months 
19 days 

$ 12 

3 years 

5 years 



Employee Stock 

Stock Incentive Plans -
Schedule of Valuation 
Assumptions of ESPP 
(Details) - $I shares 

Share-based Compensation Arrangement by Share -based Payment 
Award !Line Items! 

Dividend yield 

Expected volatility 

Risk-free interest rate 

Expected life (in years) 

Weighted-average grant date fair value (in dollars per share) 

Employee Stock Purchase Plan 2007 

Share-based Compensation Arrangement by Share -based Payment 
Award [Line Items! 

Offering period for stock purchase plan (in months) 

Dec. 31, 
2015 

[I] 0.71% 

[2] 13.92% 

(J] 0.11% 

(4] 6 months 

$ 18.72 

6 months 

12 Months Ended 

Dec. 31, 
2014 

0.75% 

14.87% 

0.08% 

6 months 

$ 13.74 

Dec. 31, 
2013 

0.86% 

16.94% 

0.10% 

6 months 

$ 10.08 

[I] The dividend yield is calculated based on semi -annual dividends paid and the fair market value of the Company 's stock at 
the grant date. 

[2] The expected volatility is based on the historical volatility of the Company 's daily stock market prices over the previous six 
month period. 

[3] The risk-free interest rate is based on the Treasury constant maturity interest rate whose term is consistent with the expected 
tcnn of ESPP options (i.e., 6 months). 

[ 4] The expected life is based on the semi -annual purchase period. 



Units 

Stock Incentive Plans -
Schedule of Restricted Stock 
and RSU Activity (Details) -

Restricted Unit and 
Restricted Share Award 

shares in Thousands 

Non vested at beginning of year (in shares) I shares 

Granted (in shares) I shares 

Vested (in shares) I shares 

Forfeited (in shares) I shares 

Nonvested at end of year (in shares) I shares 

Weighted Average Grant Date Fair Value 

12 Months Ended 

Dec.31,2015 
$I shares 

shares 

4,677 

2,695 

(1,646) 

(308) 

5,418 

Nonvested at beginning of year (in dollars per share) I$ I shares $ 51.90 

Granted (in dollars per share) I$ I shares I 00.81 

Vested (in dollars per share) I$ I shares I 03.82 

Forfeited (in dollars per share) I $I shares 73.61 

Nonvested at end of year (in dollars per share) I$ I shares $ 59.22 



Stock Incentive Plans - Fair 
Value of Options Using 

Black-Scholes (Details) -
Employee Stock Option - $ I 

shares 

Share-based Compensation Arrangement by Share -based Payment 
Award !Line Items! 

Dividend yield 

Expected volatility 

Risk-free interest rate 

Expected life (in years) 

Weighted-average grant date fair value (in dollars Qer share) 

12 Months Ended 

Dec. 31, 2015 

[I] 1.37% 

[2] 18.07% 

[3] 1.24% 

[4] 4 years 2 months 
12 days 

$ 14.01 

Dec. 31, 
2014 

1.47% 

19.92% 

1.35% 

4 years 

$ 11.04 

Dec. 31, 
2013 

1.65% 

30.96% 

0.73% 

4 years 8 
months 

$ 12.50 

[I] The dividend yield is based on annual dividends paid and the fair market value of the Company 's stock at the grant date. 

[2] The expected volatility is estimated using the Company 's historical volatility over a period equal to the expected life of each 
option grant after adjustments for infrequent events such as stock splits. 

[3] The risk-free interest rate is selected based on yields from U.S. Treasury zero -coupon issues with a remaining term equal to 
the expected term of the options being valued. 

[4] The expected life represents the number of years the options arc expected to be outstanding from grant date based on 
historical option holder exercise experience. 



Stock Incentive Plans -
Schedule of Stock Option 

Activity (Details) - USO($) 
$I shares in Units, shares in 

Thousands 

Share-based Compensation Arrangement by Share -based Payment Award, Options, 
Outstanding [Roll Forward! 

Outstanding at the beginning of the period (in shares) 

Granted (in shares) 

Exercised (in shares) 

Forfeited (in shares) 

Expired (in shares) 

Outstanding at the end of the period (in shares) 

Options exercisable (in shares) 

Options vested and expected to vest end of the period (in shares) 

Share-based Compensation Arrangement by Share -based Payment Award, Options, 
Outstanding, Weighted Average Exercise Price IAbstractl 

Outstanding at the beginning of the period (in dollars per share) 

Granted (in dollars per share) 

Exercised (in dollars per share) 

Forfeited (in dollars per share) 

Expired (in dollars per share) 

Outstanding at the end of the period (in dollars per share) 

Exercisable at end of period (in dollars per share) 

Vested and expected to vest (in dollars per share) 

Share-based Compensation Arrangement by Share -based Payment Award, Options, 
Additional Disclosures IAbstractl 

Weighted average remaining contractual term. options outstanding (in years) 

Weighted average remaining contractual term, options exercisable (in years) 

Weighted average remaining contractual term, options vested and expected to vest (in years) 

Aggregate intrinsic value, options outstanding 

Aggregate intrinsic value, options exercisable 

Aggregate intrinsic value, options vested and expected to vest 

12 Months Ended 

Dec.31,2015 

28,166 

3,772 

(6,425) 

(902) 

(270) 

24,341 

11,847 

23,765 

$ 47.87 

102.25 

40.68 

66.81 

38.03 

57.60 

42.17 

$ 56.96 

3 years I 0 months 
17 days 

2 years 7 months 
28 days 

3 years I 0 months 
2 days 

$ 993,965,110 

658, 732,653 

$ 984,746,487 

Dec. 31, 
2014 

28,166 

$ 47.87 



Income Taxes (Details) - 12 Months Ended 
USO($) Dec. 31, Dec. 31, Dec. 31, 

$in Millions 2015 2014 2013 

Current: 

Federal $ 3,065 $ 2,581 $ 2,623 

State 555 495 437 

Total current income tax 12rovision 3,620 3,076 3,060 

Deferred: 

Federal (180) (43) (115) 

State (54) 0 ( 17) 

Total deferred income tax 12rovision (234) (43) (132) 

Total $ 3,386 $ 3,033 $ 2,928 

Reconciliation of the statutorl'. income tax rate to the Com(!anl'.'s effective 
income tax rate 

Statuto!}'. income tax rate 35.00% 35.00% 35.00% 

State income taxes, net of federal tax benefit 4.00% 4.30% 4.00% 

Other 0.30% 0.20% (0.10%) 

Effective income tax rate 39.30% 39.50% 38.90% 

Deferred tax assets: 

Lease and rents $ 378 $ 396 

lnventO!}'. 99 0 

Em12loyec benefits 359 311 

Allowance for doubtful accounts 279 164 

Retirement benefits 105 80 

Net OQcrating loss and ca12ital loss car!}'.forwards 115 74 

Deferred income 83 261 

Other 498 297 

Valuation allowance ( 115) (5) 

Total deferred tax assets 1,801 1,578 

Deferred tax liabilities: 

Inventories 0 (18) 

Dc12rcciation and amortization (6,018) (4,572) 

Total deferred tax liabilities (6,018) (4,590) 

Net deferred tax liabilities (4,217) (3,012) 

Net deferred tax assets (liabilities} (!resented on the consolidated balance 
sheets 

Deferred tax assets-current 1,220 985 

Deferred tax asscts-noncurrent (included in other assets) 0 39 

Deferred tax liabilities-noncurrent (5,437) (4,036) 

Increase (decrease) in valuation allowance 110 

Reconciliation of the beginning and ending amount of unrecognized tax 
benefits 

Beginning balance 188 117 $ 80 

Additions based on tax 12ositions related to the current year 57 32 19 

Additions based on tax 12ositions related to Qrior years 122 70 37 



Reductions for tax QOSitions of Qrior years ( 11) ( 15) (I) 

ExQiration of statutes of limitation ( 13) ( 15) ( 17) 

Settlements (5) (I) (I) 

Ending balance 338 188 117 

Interest recognized related to unrecognized tax benefits 5 6 $4 

Accrued interest and Qenalties related to unrecognized tax benefits 16 $ 11 

Unrecognized tax benefits that would im2act effective tax rate $ 292 



Commitments and 
Contingencies (Details) 

Sin Millions 

Loss contingencies 

Number of store leases 
guaranteed I lease 

Number of pharmacies tiling 
putative action I pharmacy 

New claims tiled, number I 
class action complaint 

Number of Caremark entities 
named as defendants I defendant 

Number of competitors against 
whom putative actions arc lilcd I 
competitor 

Number of states participating in 
multi-state investigation I state 

Prescription drug plan. supply 
duration 

Omnicare, Inc. 

Loss contingencies 

New claims tiled. number 

Number of ofliccrs named in 
lawsuit I ofliccr 

Number of directors named in 
lawsuit I director 

Corporate integrity agreement 
term 

Number of pharmacies indicated 
in subpoena I pharmacy 

North Jackson Phannacv. Inc. 
and C&C. Inc. d/b/a 13ig C 
Discount Drugs, Inc. vs 
Caremark Case 

Loss contingencies 

New claims tiled. number I 
class action complaint 

Number of Caremark entities 
named as defendants I defendant 

Principle Medoff Securities Class 
Action Lawsuit 

Loss contingencies 

Litigation settlement, amount 

U.S. Attorney ·s Oflice for the 
Middle District of Florida 

Loss contingencies 

Payments for legal settlements 

Lauricllo Lawsuit 

Loss contingencies 

Lauricllo lawsuit. amount sought 
in compensatory damages 

I Months Ended 3 Months Ended 

Oct. 31, 2003 
Aug. May. Feb. 28, 2006 USO($) 

D 22 2014 Nov. Sep. 30, 31. Jul. 31, d' h s 30 2015 
cc. ' 02 2015 201.:; 31 2015 irector p armacy cp. , 

qui_tam_complaint 
200

'
9 

harmacr USO 
201

•
5 

USO class_action_complaint class_action_~omplaint class_action_complaint 
p · (S) (S) officer competitor 

2 

5 
years 

8 

s 48 

90 
days 

s 22 

defendant 

2 

3 2 

2 

2 

2 

3 

2 

3 

s 3,200 



3 Months Ended 12 Months Ended 

Dec. Sep. Jun. Mar. Dec. Sep. Jun. Mar. 
Dec. 31, Dec. Segment Reporting (Details) 31, 30, 30, 31, 31, 30, 30, 31, Dec. 31, 

$ in Millions 2015 2015 2015 2015 2014 2014 2014 2014 
2015 31, 

2013 
USD USD USD USD USD USD USD USD 

USD ($) 2014 
USO($) 

($) ($) ($) ($) ($) ($) ($) ($) segment USD ($) 

Segment re~orting 
information 

Number of segments I 
3 

segment 

Net revenues $ $ $ $ $ $ $ $ $ $ $ 
41, 145 38,644 37'169 36,332 3 7 ,055 35,021 34,602 32,689 153,290 139,367 126,761 

Gross profit 7,301 6,661 6,402 6,164 6,633 6,468 6,324 5,942 26,528 25,367 23,783 

Operating profit $ $ $ $ $ $ $ $ 
9,454 8,799 8,037 

2,729 2,331 2,262 2, 132 2,321 2,246 2,208 2,024 

Depreciation and 
2,092 1,931 1,870 

amortization 

Additions to property and 
2,367 2,136 1,984 

eguipmcnt 

Gain related to litigation 
72 

settlement 

Operating Segments I 
Pharmacy Services Segment 

Segment re~orting 
information 

Net revenues [I]. 

[2] 
100,363 88,440 76,208 

Gross profit [I]. 

[2] 
5,227 4,771 4,237 

Operating Qrofit [I]. 

[2] 
3,989 [313,514 3,086 [4] 

Dc12reciation and [I]. 

amortization [2] 
654 630 560 

Additions to 12ro12erty and [I]. 

egui12ment [2] 359 308 313 

Net revenues, retail co -
8,900 8,100 7,900 

12ayments 

Gain related to litigation 
II 

settlement 

012crating Segments I 
Rctail/L TC Segment 

Segment re~orting 
information 

Net revenues [I] 72,007 67,798 65,618 

Gross Qrofit [I] 21,992 21,277 20,112 

012crating Qrofit [I] 7,130 [316,762 6,268 [4] 



Depreciation and [I] 

amortization 

Additions to property and [I] 

equipment 

Gain related to litigation 
settlement 

Operating Segments I 
Corporate Segment 

Segment reporting 
information 

Net revenues 

Gross profit 

Operating profit 

Depreciation and 
amortization 

Additions to property and 
equipment 

Acquisition related costs 

Payments for legal 
settlements 

lntcrscgmcnt Eliminations 

Segment reporting 
information 

Net revenues 

Gross profit 

Operating profit 

Depreciation and 
amortization 

Additions to property and 
equipment 

[I] 

[I] 

[I] 

[I] 

[I] 

1,336 

1,883 

0 

0 

(1,037) 

102 

125 

156 

90 

(19,080) 

(691) 

(628) 

0 

$0 

1,205 1,217 

1,745 1,610 

61 

0 0 

0 0 

(796) (751) 

96 93 

83 61 

(16,871) (15,065) 

(681) (566) 

[3](681) (566) 

0 0 

$0 $0 

[I] lntersegment eliminations relate to intersegment revenue generating activities that occur between the Phannacy Services 
Segment and the Rctail/L TC Segment. These occur in the following ways: when members of Phannacy Services Segment 
clients ("members") fill prescriptions at retail stores to purchase covered products, when members enrolled in programs such as 
Maintenance Choice® elect to pick up maintenance prescriptions at a retail drugstore instead of receiving them through the 
mail, or when members have prescriptions filled at long-tenn care facilities. When these occur, both the Phannacy Services and 
Rctail/L TC segments record the revenues, gross profit and operating profit on a standalone basis. 

[2] Net revenues of the Phannacy Services Segment include approximately $8.9 billion, $8.1 billion and $7.9 billion of Retail Co -
Payments for 2015, 2014 and 2013, respectively. Sec Note I to the consolidated financial statements for additional infonnation 
about Retail Co-Payments. 

[3] For the year ended December 31, 2015, the Corporate Segment operating loss includes $156 million of acquisition -related 
transaction and integration costs and a $90 million charge related to a legacy lawsuit challenging the 1999 legal settlement by 
McdPartners of various securities class actions and a related derivative claim. 

[4] Consolidated operating profit for the year ended December 31, 2013 includes a $72 million gain on a legal settlement, of which, 
S 11 million is included in the Phannacy Services Segment and $61 million is included in the Retail/LTC Segment. 

(4] 



Earnings Per Share (Details) -
USD ($) 

$I shares in Units, shares in 
Millions,$ in Millions 

Numerator for earnings per 
common share calculation: 

Income from continuing operations [I] 

attributable to common stockholders 

Denominator for earnings per 
share calculation: 

Weighted average shares, basic (in 
shares) 

Effect of dilutive securities (in shares) 

Weighted average shares, diluted (in 
shares) 

Earnings per share from 
continuing operations: 

Earnings per share, basic (in dollars 
per share) 

Earnings per share, diluted (in dollars 
per share) 

Distributed and undistributed earnings 
(loss), diluted 

3 Months Ended 

Dec. Sep. Jun. Mar. Dec. Sep. 
31, 30, 30, 31, 31, 30, 

2015 2015 2015 2015 2014 2014 

Jun. Mar. 
30, 31, 

2014 2014 

$ 

12 Months Ended 

Dec. 
31, 

2015 

$ 

Dec. 
31, 

2014 

$ 

Dec. 
31, 

2013 

5,202 4,626 4,600 

1,118 1,161 1,217 

8 8 9 

1,126 1,169 1,226 

$ 1.35 $ 1.10 $ 1.13 $ 1.08 $ 1.15 $ 0.82 $ 1.07 $ 0.96 $ 4.65 $ 3.98 $ 3.78 

$ 1.34 $I.IO $1.12$1.07$1.14$0.81$1.06 $0.95 $4.62 $3.96 $3.75 

$ 27 $ I 9 

[I] Comprised of income from continuing operations less amounts allocable to participating securities of $27 million and 
$19 million for the years ended December 31, 2015 and 2014, respectively. 



Quarterly Financial 3 Months Ended 12 Months Ended 
Information (Unaudited) 

(Details) - USD ($) Dec. Sep. Jun. Mar. Dec. Sep. Jun. Mar. Dec. Dec. Dec. 

$I shares in Units,$ in 31, 30, 30, 31, 31, 30, 30, 31, 31, 31, 31, 

Millions 2015 2015 2015 2015 2014 2014 2014 2014 2015 2014 2013 

Quarterly financial information 

Net revenues $ $ $ $ $ $ $ $ $ $ $ 
41,145 38,644 37,169 36,332 37,055 35,021 34,602 32,689 153,290 139,367 126,761 

Gross profit 7,301 6,661 6,402 6,164 6,633 6,468 6,324 5,942 26,528 25,367 23,783 

Operating profit 2,729 2,331 2,262 2,132 2,321 2,246 2,208 2,024 9,454 8,799 8,037 

Income from continuing operations 1,500 1,237 1,272 1,221 1,322 948 1,246 1,129 5,230 4,645 4,600 

Income (loss} from discontinued 
(I) 10 0 0 (I) 0 0 0 9 (I) (8) 

operations, net of tax 

Net income attributable to CVS $ $ $ $ $ 
$ 948 

$ $ 
$ 5,237 $ 4,644 $ 4,592 

Health 1,498 1,246 1,272 1,221 1,321 1,246 1,129 

Basic earnings (!er share: 

Income from continuing operations 
attributable to CVS Caremark (in $ 1.35 $ I.JO $ 1.13 $ 1.08 $ 1.15 $ 0.82 $ 1.07 $ 0.96 $ 4.65 $ 3.98 $ 3.78 

dollars per share} 

Income (loss} from discontinued 
operations attributable to CVS 0.00 0.01 0.00 0.00 0.00 0.00 0.00 0.00 0.01 0.00 (0.01) 

Caremark (in dollars per share} 

Net income attributable to CVS 
1.35 I.I I 1.13 1.08 1.15 0.82 1.07 0.96 4.66 3.98 3.77 

Caremark (in dollars per share} 

Diluted earnings (!er share: 

Income from continuing operations 
attributable to CVS Caremark (in 1.34 I. I 0 1.12 1.07 1.14 0.81 1.06 0.95 4.62 3.96 3.75 
dollars per share} 

Income (loss) from discontinued 
operations attributable to CVS 0.00 0.01 0.00 0.00 0.00 0.00 0.00 0.00 0.01 0.00 (0.01) 
Caremark (in dollars per share) 

Net income attributable to CVS 
1.34 I. I I 1.12 1.07 1.14 0.81 1.06 0.95 4.63 3.96 3.74 

Caremark (in dollars per share} 

Dividends per share (in dollars per 
0.35 0.35 0.35 0.35 0.275 0.275 0.275 0.275 l.40 I.JO $ 0.9 

share} 

High 

Diluted earnings (!er share: 

NYSE Stock Price (in dollars per 
105.29 113.45 106.47 104.56 98.62 82.57 79.43 76.36 113.45 98.62 

share} 

Low 

Diluted earnings (!er share: 

NYSE Stock Price (in dollars per $ $ $ $ $ $ $ $ 
$ 91.56 $ 64.95 

share) 91.56 95.12 98.74 94.16 77.40 74.69 72.37 64.95 




