Edgar Filing: AMERISOURCEBERGEN CORP - Form 10-K

AMERISOURCEBERGEN CORP
Form 10-K
November 25, 2014

Use these links to rapidly review the document

TABLE OF CONTENTS

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
PARTIV

Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-K
b ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the Fiscal Year Ended September 30, 2014
OR
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

AMERISOURCEBERGEN CORPORATION

(Exact name of registrant as specified in its charter)

Commission Registrant, State of Incorporation L.R.S. Employer
File Number Address and Telephone Number Identification Number
1-16671 AmerisourceBergen Corporation 23-3079390

(a Delaware Corporation)
1300 Morris Drive
Chesterbrook, PA 19087-5594
610-727-7000

Securities Registered Pursuant to Section 12(b) of the Act:
Common Stock, $0.01 par value per share
Securities Registered Pursuant to Section 12(g) of the Act:
None

Indicate by check mark if the registrant is a well-known seasoned issuer (as defined in Rule 405 of the Securities Act). Yes b No o

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934. Yes o No b



Edgar Filing: AMERISOURCEBERGEN CORP - Form 10-K

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934
during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements
for the past 90 days. Yes p No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate website, if any, every Interactive Data File required to
be submitted and posted pursuant to Rule 405 of Regulation S-T (Section 232.405 of this chapter) during the preceding 12 months (or for such shorter period that
the registrant was required to submit and post such files). Yes p No o

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (Section 229.405 of this chapter) is not contained herein,
and will not be contained, to the best of the registrant's knowledge, in definitive proxy or information statements incorporated by reference in Part III of this
Form 10-K or any amendment to this Form 10-K. o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See the
definitions of "large accelerated filer," "accelerated filer" and "smaller reporting company" in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer p Accelerated filer o Non-accelerated filer o Smaller reporting company o
(Do not check if a smaller reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Securities Exchange Act of 1934). Yes o No p

The aggregate market value of voting stock held by non-affiliates of the registrant on March 31, 2014 based upon the closing price of such stock on the New
York Stock Exchange on March 31, 2014 was $12,186,712,842.

The number of shares of common stock of AmerisourceBergen Corporation outstanding as of October 31, 2014 was 218,691,869.
Documents Incorporated by Reference
Portions of the following document are incorporated by reference in the Part of this report indicated below:

Part III  Registrant's Proxy Statement for the 2015 Annual Meeting of Stockholders.




Edgar Filing: AMERISOURCEBERGEN CORP - Form 10-K

Table of Contents

TABLE OF CONTENTS

Item
PART 1

1. Business

1A. Risk Factors

1B. Unresolved Staff Comments

2. Properties

3. Legal Proceedings

4. Mine Safety Disclosures
Executive Officers of the Registrant

PART II

5. Market for Registrant's Common Equity. Related Stockholder Matters and Issuer Purchases of Equity Securities

6. Selected Financial Data

7. Management's Discussion and Analysis of Financial Condition and Results of Operations
7A. Quantitative and Qualitative Disclosures About Market Risk
8. Financial Statements and Supplementary Data

9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

9A. Controls and Procedures
9B. Other Information
PART IIT
10. Directors. Executive Officers and Corporate Governance
11. Executive Compensation
12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
13. Certain Relationships and Related Transactions. and Director Independence

14. Principal Accounting Fees and Services

PART IV

15. Exhibits. Financial Statement Schedules

Signatures

Page

[

oo




Edgar Filing: AMERISOURCEBERGEN CORP - Form 10-K

Table of Contents

PART I

ITEM 1. BUSINESS

non non

As used herein, the terms "Company," "AmerisourceBergen," "we," "us," or "our" refer to AmerisourceBergen Corporation, a Delaware
corporation.

AmerisourceBergen Corporation is one of the largest global pharmaceutical sourcing and distribution services companies, helping both
healthcare providers and pharmaceutical and biotech manufacturers improve patient access to products and enhance patient care. We deliver
innovative programs and services designed to increase the effectiveness and efficiency of the pharmaceutical supply chain. More specifically, we
distribute a comprehensive offering of brand-name and generic pharmaceuticals (including specialty pharmaceutical products), over-the-counter
healthcare products, home healthcare supplies and equipment, and related services to a wide variety of healthcare providers located in the United
States and select global markets, including chain retail and independent pharmacies, mail order pharmacies, acute care hospitals and health
systems, physician practices, medical and dialysis clinics, long-term care and other alternate site pharmacies, and other customers. We also
provide pharmacy services to certain specialty drug patients. Additionally, we furnish healthcare providers and pharmaceutical manufacturers
with an assortment of related services, including reimbursement and pharmaceutical consulting services, niche premium logistics services,
inventory management, pharmacy automation, and pharmacy management.

Industry Overview

Pharmaceutical sales in the United States, as recently estimated by IMS Healthcare, Inc. ("IMS"), an independent third party provider of
information to the pharmaceutical and healthcare industry, are expected to grow approximately 6.4% annually from 2014 through 2018,
primarily due to strong demand, favorable pricing, and new product introductions. IMS expects that generic pharmaceutical sales will grow
faster than the overall market.

In addition to general economic conditions, factors that impact the growth of the pharmaceutical industry in the United States, and other
industry trends, include:

Aging Population. The number of individuals age 65 and over in the United States is expected to exceed 50 million by 2018 and is the
most rapidly growing segment of the population. This age group suffers from more chronic illnesses and disabilities than the rest of the
population and accounts for a substantial portion of total healthcare expenditures in the United States.

Introduction of New Pharmaceuticals. Traditional research and development, as well as the advent of new research, production and
delivery methods such as biotechnology and gene therapy, continue to generate new pharmaceuticals and delivery methods that are more
effective in treating diseases. We believe ongoing research and development expenditures by the leading pharmaceutical manufacturers will
contribute to continued growth of the industry. In particular, we believe ongoing research and development of biotechnology and other specialty
pharmaceutical drugs will provide opportunities for the continued growth of our specialty pharmaceuticals business.

Increased Use of Generic Pharmaceuticals. A number of patents for widely used brand-name pharmaceutical products will continue to
expire during the next several years. In addition, increased emphasis by managed care and other third party payors on utilization of generics has
accelerated their growth. We consider the increase in generic usage a favorable trend because generic pharmaceuticals have historically provided
us with a greater gross profit margin opportunity than brand-name products, although their lower prices reduce revenue growth. Generic
pharmaceuticals currently account for approximately 85% of the prescription volume in the United States.

Increased Use of Drug Therapies. In response to rising healthcare costs, governmental and private payors have adopted cost containment
measures that encourage the use of efficient drug therapies to prevent or treat diseases. While national attention has been focused on the overall
increase in aggregate healthcare costs, we believe drug therapy has had a beneficial impact on healthcare costs by reducing expensive surgeries
and prolonged hospital stays. Pharmaceuticals currently account for approximately 12% of overall healthcare costs. Pharmaceutical
manufacturers' continued emphasis on research and development is expected to result in the continuing introduction of cost-effective drug
therapies and new uses for existing drug therapies.
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Legislative Developments. In recent years, regulation of the healthcare industry has changed significantly in an effort to increase drug
utilization and reduce costs. These changes included expansion of Medicare coverage for outpatient prescription drugs, the enrollment
(beginning in 2006) of Medicare beneficiaries in prescription drug plans offered by private entities, and cuts in Medicare and Medicaid
reimbursement rates. More recently, in March 2010, the federal government enacted major health reform legislation designed to expand access
to health insurance, which would increase the number of people in the United States who are eligible to be reimbursed for all or a portion of
prescription drug costs. The health reform law provides for sweeping changes to Medicare and Medicaid policies (including drug reimbursement
policies), expanded disclosure requirements regarding financial arrangements within the healthcare industry, enhanced enforcement authority to
prevent fraud and abuse, and new taxes and fees on pharmaceutical and medical device manufacturers. These policies and other legislative
developments may affect our businesses directly and/or indirectly (see Government Regulation on page 6 for further details).

The Company

We currently serve our customers (healthcare providers, pharmaceutical manufacturers, and certain specialty drug patients) through a
geographically diverse network of distribution service centers and other operations in the United States and selected global markets. In our
pharmaceutical distribution business, we are typically the primary source of supply of pharmaceutical and related products to our healthcare
provider customers. We offer a broad range of services to our customers designed to enhance the efficiency and effectiveness of their operations,
which allows them to improve the delivery of healthcare to patients and to lower overall costs in the pharmaceutical supply channel.

Strategy

Our business strategy is focused on the global pharmaceutical supply channel where we provide value-added distribution and service
solutions to healthcare providers (primarily pharmacies, health systems, medical and dialysis clinics, and physicians) and pharmaceutical
manufacturers that increase channel efficiencies and improve patient outcomes. Implementing this disciplined, focused strategy has allowed us
to significantly expand our business, and we believe we are well-positioned to continue to grow revenue and increase operating income through
the execution of the following key elements of our business strategy:

Optimize and Grow Our Pharmaceutical Distribution and Service Businesses. We believe we are well-positioned in size
and market breadth to continue to grow our distribution business as we invest to improve our operating and capital
efficiencies. Distribution anchors our growth and position in the pharmaceutical supply channel, as we provide superior
distribution services and deliver value-added solutions, which improve the efficiency and competitiveness of both healthcare
providers and pharmaceutical manufacturers, thus allowing the pharmaceutical supply channel to better deliver healthcare to
patients.

With the rapid growth of generic pharmaceuticals in the U.S. market, we have introduced strategies to enhance our position
in the generic marketplace, including the launch of our generic private label program based in Ireland. We source generics
globally, offer a value-added generic formulary program to our healthcare provider customers, and monitor our customers'
compliance with our generics program. We also provide data and other valuable services to our manufacturing customers,
which includes the current expansion of our international presence into Switzerland, where we will lead our global
manufacturer relations and commercialization strategy.

We believe we have one of the lowest cost operating structures among all pharmaceutical distributors. AmerisourceBergen
Drug Corporation has a distribution facility network totaling 25 distribution facilities in the United States. We continue to
seek opportunities to achieve productivity and operating income gains as we invest in and continue to implement warehouse
automation technology, adopt "best practices" in warehousing activities, and increase operating leverage by increasing
volume per full-service distribution facility. Furthermore, we believe that the investments we continue to make related to our
information systems may reduce our operating expenses in the future (see Information Systems on page 5 for further details).

We offer value-added services and solutions to assist healthcare providers and pharmaceutical manufacturers to improve
their efficiency and their patient outcomes. Services for manufacturers include: assistance with rapid new product launches,
promotional and marketing services to accelerate product sales, product data reporting and logistical support.

Our provider solutions include: our Good Neighbor Pharmacy® program, which enables independent community
pharmacies to compete more effectively through pharmaceutical benefit and merchandising programs; Good Neighbor
Pharmacy Provider Network®, our managed care network, which connects our retail pharmacy customers to payor plans
throughout the country and is the fourth-largest in the U.S.; generic product purchasing
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and private label services; hospital pharmacy consulting designed to improve operational efficiencies; and packaging
solutions for institutional and retail healthcare providers.

On March 18, 2013, we, Walgreen Co. ("Walgreens"), and Alliance Boots GmbH ("Alliance Boots") entered into various
agreements and arrangements, including a ten-year pharmaceutical distribution agreement between Walgreens and us,
pursuant to which we will distribute branded and generic pharmaceutical products to Walgreens and an agreement that
provides us the ability to access generics and related pharmaceutical products through Walgreens Boots Alliance
Development GmbH, a global sourcing joint venture between Walgreens and Alliance Boots. The increased volume
associated with the distribution agreement improved our distribution center efficiency and our access to the joint venture is
expected to continue to improve our purchasing power.

In an effort to supplement our organic growth, we continue to utilize a disciplined approach to seek acquisitions that will
assist us with our strategic growth plans.

Optimize and Grow Our Specialty Distribution and Service Businesses. Our specialty pharmaceuticals business has a
significant presence in this growing part of the pharmaceutical supply channel. With distribution and value-added services to
physicians and other healthcare providers, including hospitals and dialysis clinics, our specialty pharmaceuticals business is
a well-developed platform for growth. We are a leader in distribution and services to community oncologists and have
leading positions in other physician-administered products. We also distribute plasma and other blood products, injectible
pharmaceuticals and vaccines. Additionally, we are well-positioned to service and support many of the new biotechnology
therapies that will be coming to market in the near future. We continue to seek opportunities to expand our offerings in
specialty distribution and services.

In fiscal 2014, we expanded globally by acquiring a minority ownership in Profarma Distribuidora de Produtos
Farmacéuticos S.A. ("Profarma"), a leading pharmaceutical wholesaler in Brazil. In addition, we launched a joint venture
with Profarma to provide enhanced specialty distribution and services to the Brazilian marketplace.

Optimize and Grow Our Manufacturer Services Businesses. Our consulting service businesses help global pharmaceutical
and biotechnology manufacturers commercialize their products in the channel. We believe we are the largest provider of
reimbursement services that assist pharmaceutical companies in supporting access to branded drugs. We also provide
outcomes research, contract field staffing, patient assistance and copay assistance programs, adherence programs, risk
mitigation services, and other market access programs to pharmaceutical companies. World Courier Group, Inc. ("World
Courier"), is a leading global specialty transportation and logistics provider for the biopharmaceutical industry. World
Courier further strengthens our service offerings to global pharmaceutical manufacturers and provides an established
platform for the introduction of our specialty services outside North America. We continue to seek opportunities to expand

our offerings in consulting and other services.

Divestitures. In order to allow us to concentrate on our strategic focus areas of pharmaceutical distribution and related
services and specialty pharmaceutical distribution and related services, we have divested certain non-core businesses and
may, from time to time, consider additional divestitures.

In May 2013, we completed the sale of AndersonBrecon, our former contract packaging and clinical trials services business
in the United States and United Kingdom, and AmerisourceBergen Canada Corporation, our former Canadian
pharmaceutical distribution business.

Operating Structure. We are organized based upon the products and services we provide to our customers. Our operations as of
September 30, 2014 are comprised of the Pharmaceutical Distribution reportable segment and Other.

Pharmaceutical Distribution Segment

The Pharmaceutical Distribution reportable segment is comprised of two operating segments, which include the operations of
AmerisourceBergen Drug Corporation ("ABDC") and AmerisourceBergen Specialty Group ("ABSG"). Servicing healthcare providers in the
pharmaceutical supply channel, the Pharmaceutical Distribution segment's operations provide drug distribution and related services designed to
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ABDC distributes a comprehensive offering of brand-name and generic pharmaceuticals (including specialty pharmaceutical products),
over-the-counter healthcare products, home healthcare supplies and equipment, and related services to a wide variety of healthcare providers,
including acute care hospitals and health systems, independent and chain retail pharmacies, mail order pharmacies, medical clinics, long-term
care and other alternate site pharmacies, and other customers. ABDC also provides pharmacy management, staffing and other consulting
services; scalable automated pharmacy dispensing equipment; medication and supply dispensing cabinets; and supply management software to a
variety of retail and institutional healthcare providers. Additionally, ABDC delivers packaging solutions to institutional and retail healthcare
providers.

ABSG, through a number of operating businesses, provides pharmaceutical distribution and other services to physicians who specialize in
a variety of disease states, especially oncology, and to other healthcare providers, including hospitals and dialysis clinics. ABSG also distributes
plasma and other blood products, injectible pharmaceuticals, vaccines, and other specialty products. Additionally, ABSG provides third party
logistics and outcomes research, and other services for biotechnology and other pharmaceutical manufacturers.

Our use of the term "specialty" and "specialty pharmaceutical products" refers to drugs used to treat complex diseases, such as cancer,
diabetes, and multiple sclerosis. Specialty pharmaceutical products are part of complex treatment regimens for serious conditions and diseases
that generally require ongoing clinical monitoring. We believe the terms "specialty" and "specialty pharmaceutical products” are used
consistently by industry participants and our competitors. However, we cannot be certain that other distributors of specialty products define
these and other similar terms in exactly the same manner as we do.

Both ABDC and ABSG distribute specialty drugs to their customers, with the principal difference between these two operating segments
being that ABSG operates distribution facilities that focus primarily on complex disease treatment regimens. Therefore, a product distributed
from one of ABSG's distribution facilities results in revenue reported under ABSG, and a product distributed from one of ABDC's distribution
centers results in revenue reported under ABDC. Essentially all of ABSG sales consist of specialty pharmaceutical products. ABDC sales of
specialty pharmaceutical products have historically been a relatively small component of its overall revenue.

Other

Other consists of the AmerisourceBergen Consulting Services ("ABCS") operating segment and the World Courier operating segment. The
results of operations of our ABCS and World Courier operating segments are not significant enough to require separate reportable segment
disclosure, and therefore, have been included in "Other" for the purpose of our reportable segment presentation.

ABCS, through a number of operating businesses, provides commercialization support services, including reimbursement support
programs, outcomes research, contract field staffing, patient assistance and copay assistance programs, adherence programs, risk mitigation
services, and other market access programs to pharmaceutical and biotechnology manufacturers. World Courier, which operates in over 50
countries, is a leading global specialty transportation and logistics provider for the biopharmaceutical industry.

Sales and Marketing. The majority of ABDC's sales force is led nationally, with regional focus and specialized by either healthcare
provider type or size. Customer service representatives are centralized in order to respond to customer needs in a timely and effective manner.
ABDC also has support professionals focused on its various technologies and service offerings. ABDC's marketing organization designs and
develops business management solutions for AmerisourceBergen healthcare provider customers. Tailored to specific groups, these programs can
be further customized at the business unit or distribution facility level to adapt to local market conditions. ABDC's sales teams and marketing
organization also serve national account customers through close coordination with local distribution centers and ensures that our customers are
receiving service offerings that meet their needs. Our other operating segments each have independent sales forces and marketing organizations
that specialize in their respective product and service offerings. In addition, we have a corporate marketing group that coordinates branding and
other marketing activities across the Company.

Customers. We have a diverse customer base that includes institutional and retail healthcare providers as well as pharmaceutical
manufacturers. Institutional healthcare providers include acute care hospitals, health systems, mail order pharmacies, long-term care and other
alternate care pharmacies and providers of pharmacy services to such facilities, and physicians and physician group practices. Retail healthcare
providers include national and regional retail drugstore chains, independent community pharmacies and pharmacy departments of supermarkets
and mass merchandisers. We are typically the primary source of supply for our healthcare provider customers. Our manufacturing customers
include branded, generic and biotechnology manufacturers of prescription pharmaceuticals, as well as over-the-counter product and health and
beauty aid manufacturers. In addition, we offer a broad range of value-added solutions designed to enhance the operating efficiencies and
competitive positions of our customers, thereby allowing them to improve the delivery of healthcare to patients and consumers.

4




Edgar Filing: AMERISOURCEBERGEN CORP - Form 10-K

Table of Contents

Our two largest customers, Walgreen Co. ("Walgreens") and Express Scripts, Inc. accounted for 28% and 18%, respectively, of our fiscal
2014 revenue. Our top 10 customers, including governmental agencies, represented approximately 58% of fiscal 2014 revenue. In addition, we
have contracts with group purchasing organizations ("GPOs"), each of which functions as a purchasing agent on behalf of its members, who are
healthcare providers. Approximately 8% of our revenue in fiscal 2014 was derived from our three largest GPO relationships. The loss of any
major customer or GPO relationship could adversely affect future revenue and results of operations.

Suppliers. We obtain pharmaceutical and other products from manufacturers, none of which accounted for 10% or more of our purchases
in fiscal 2014. The loss of a supplier could adversely affect our business if alternate sources of supply are unavailable since we are committed to
be the primary source of pharmaceutical products for a majority of our customers. We believe that our relationships with our suppliers are good.
The 10 largest suppliers in fiscal 2014 accounted for approximately 49% of our purchases.

Information Systems. ABDC operates its full-service wholesale pharmaceutical distribution facilities in the U.S. on a centralized enterprise
resource planning ("ERP") system. ABDC's ERP system provides for, among other things, electronic order entry by customers, invoice
preparation and purchasing, and inventory tracking. As a result of electronic order entry, the cost of receiving and processing orders has not
increased as rapidly as sales volume. ABDC's systems are intended to strengthen customer relationships by allowing the customer to lower its
operating costs and by providing a platform for a number of the basic and value-added services offered to our customers, including marketing,
product demand data, inventory replenishment, single-source billing, third party claims processing, computer price updates and price labels.

ABDC continues to expand its electronic interface with its suppliers and currently processes a substantial portion of its purchase orders,
invoices and payments electronically. ABDC has a warehouse operating system, which is used to manage the majority of ABDC's transactional
volume. The warehouse operating system has improved ABDC's productivity and operating leverage. ABDC will continue to invest in advanced
information systems and automated warehouse technology.

A significant portion of our information technology activities relating to ABDC and our corporate functions are outsourced to IBM Global
Services and other third party service providers.

We expect to continue to enhance and upgrade the ERP system. In addition, in an effort to comply with future pedigree and other supply

chain custody requirements (see Risk Factor Increasing governmental efforts to regulate the pharmaceutical supply channel may increase our
costs and reduce our profitability), we expect to continue to make significant investments in our information systems.

ABSG operates the majority of its business on its own common, centralized ERP system resulting in operating efficiencies as well as the
ability to rapidly deploy new capabilities.

Competition

We face a highly competitive global environment in the distribution of pharmaceuticals and related healthcare services. Our largest
competitors are McKesson Corporation ("McKesson") and Cardinal Health, Inc. ("Cardinal"). ABDC competes with both McKesson and
Cardinal, as well as national generic distributors and regional distributors within pharmaceutical distribution. In addition, we compete with
manufacturers who sell directly to customers, chain drugstores who manage their own warehousing, specialty distributors, and packaging and
healthcare technology companies. The distribution and related service businesses in which ABSG engages are also highly competitive. ABSG's
operating businesses face competition from a variety of competitors, including McKesson, Cardinal, FFF Enterprises, Henry Schein, Inc., and
UPS Logistics, among others. Our ABCS and World Courier businesses also face competition from a variety of competitors. In all areas,
competitive factors include price, product offerings, value-added service programs, service and delivery, credit terms, and customer support.

Intellectual Property

We use a number of trademarks and service marks. All of the principal trademarks and service marks used in the course of our business
have been registered in the United States and, in some cases, in foreign jurisdictions or are the subject of pending applications for registration.
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We have developed or acquired various proprietary products, processes, software and other intellectual property that are used either to
facilitate the conduct of our business or that are made available as products or services to customers. We generally seek to protect such
intellectual property through a combination of trade secret, patent and copyright laws and through confidentiality and other contractually
imposed protections.

We hold patents and have patent applications pending that relate to certain of our products, particularly our automated pharmacy
dispensing equipment, our medication and supply dispensing equipment, certain warehousing equipment and some of our proprietary packaging
solutions. We seek patent protection for our proprietary intellectual property from time to time as appropriate.

Although we believe that our patents or other proprietary products and processes do not infringe upon the intellectual property rights of any
third parties, third parties may assert infringement claims against us from time to time.

Employees

As of September 30, 2014, we had approximately 14,000 employees, of which approximately 13,000 were full-time employees.
Approximately 2% of our employees are covered by collective bargaining agreements. We believe that our relationship with our employees is
good. If any of our employees in locations that are unionized should engage in strikes or other such bargaining tactics in connection with the
negotiation of new collective bargaining agreements upon the expiration of any existing collective bargaining agreements, such tactics could be
disruptive to our operations and adversely affect our results of operations, but we believe we have adequate contingency plans in place to assure
delivery of pharmaceuticals to our customers in the event of any such disruptions.

Government Regulation

We are subject to oversight by various federal and state governmental entities and we are subject to, and affected by, a variety of federal
and state laws, regulations and policies.

The U.S. Drug Enforcement Administration ("DEA"), the U.S. Food and Drug Administration ("FDA") and various other federal and state
regulatory authorities regulate the purchase, storage, and/or distribution of pharmaceutical products, including controlled substances. Wholesale
distributors of controlled substances must hold valid DEA licenses, meet various security and operating standards and comply with regulations
governing the sale, marketing, packaging, holding and distribution of controlled substances. The DEA, FDA and state regulatory authorities
have broad enforcement powers, including the ability to suspend our distribution centers from distributing controlled substances, seize or recall
products and impose significant criminal, civil and administrative sanctions. We have all necessary licenses or other regulatory approvals and
believe that we are in compliance with all applicable pharmaceutical wholesale distribution requirements needed to conduct our operations.

We and our customers are subject to fraud and abuse laws, including the federal anti-kickback statute. The anti-kickback statute prohibits
persons from soliciting, offering, receiving or paying any remuneration in order to induce the purchasing, leasing or ordering, induce a referral to
purchase, lease or order, or arrange for or recommend purchasing, leasing or ordering items or services that are in any way paid for by Medicare,
Medicaid, or other federal healthcare programs. The fraud and abuse laws and regulations are broad in scope and are subject to frequent and
varied interpretation.

In recent years, some states have passed or proposed laws and regulations that are intended to protect the safety of the pharmaceutical
supply channel. These laws and regulations are designed to prevent the introduction of counterfeit, diverted, adulterated or mislabeled
pharmaceuticals into the distribution system. At the federal level, Congress has enacted legislation to regulate the pharmaceutical distribution
system by establishing federal pedigree tracking standards requiring drugs to be labeled and tracked at the lot level. These and other
requirements are expected to increase the cost of our operations.

Federal insurance and health care reform legislation known as the Affordable Care Act became law in March 2010. The Affordable Care
Act is intended to expand health insurance, including coverage for at least a portion of drug costs, through a combination of insurance market
reforms, an expansion of Medicaid, subsidies and health insurance mandates. The Affordable Care Act contains many provisions designed to
generate the revenues necessary to fund the coverage expansions and reduce the costs of Medicare and Medicaid. In addition, among other
things, the Affordable Care Act changed the formula for federal upper limits for multiple source drugs available for purchase by retail
community pharmacies on a nationwide basis to no less than 175% of the weighted average manufacturer price. While certain provisions of the
Affordable Care Act took effect immediately, others have delayed effective dates.

6

11



Edgar Filing: AMERISOURCEBERGEN CORP - Form 10-K

Table of Contents

As aresult of political, economic and regulatory influences, scrutiny of the healthcare delivery system in the United States can be expected
to continue at both the state and federal levels. This process may result in additional legislation and/or regulation governing the delivery or
pricing of pharmaceutical products, as well as additional changes to the structure of the present healthcare delivery system.

Any future reductions in Medicare reimbursement rates could negatively impact our customers' businesses and their ability to continue to
purchase drugs from us. We cannot predict what additional initiatives, if any, will be adopted, when they may be adopted, or what impact they
may have on us.

The costs, burdens, and/or impacts of complying with federal and state regulations could be significant and the failure to comply with any
such legal requirements could have a significant impact on our results of operations and financial condition.

See "Risk Factors" below for a discussion of additional regulatory developments that may affect our results of operations and financial
condition.

Health Information and Privacy Practices

The Health Information Portability and Accountability Act of 1996 ("HIPAA") and its accompanying federal regulations set forth privacy
and security standards designed to protect the privacy of and provide for the security of individually identifiable health information, as such term
is defined under the HIPAA regulations. Some of our businesses collect, maintain, and/or access individually identifiable health information and
are subject to the HIPAA regulations. Our operations, depending on their location, may also be subject to state or foreign regulations affecting
personal data protection and the manner in which information services or products are provided. Significant criminal and civil penalties may be
imposed for violation of HIPAA standards and other such laws. We have a HIPAA compliance program to facilitate our ongoing effort to
comply with the HIPAA regulations.

Enacted in 2009, the American Recovery and Reinvestment Act ("ARRA") strengthens federal privacy and security provisions to protect
individually identifiable health information. A section of the ARRA known as the Health Information Technology for Economic and Clinical
Health Act ("HITECH Act") strengthened certain aspects of the HIPAA privacy and security rules, imposed new notification requirements
related to health data security breaches, broadened the rights of the U.S. Department of Health and Human Services ("HHS") to enforce HIPAA,
and directed HHS to publish more specific security standards. On January 25, 2013, the Office for Civil Rights of HHS published the HIPAA
omnibus final rule ("HIPAA Final Rule"), which amended certain aspects of the HIPAA privacy, security and enforcement rules pursuant to the
HITECH Act, extending certain HIPAA obligations to business associates and their subcontractors. Certain components of our business act as
"business associates" within the meaning of HIPAA and are subject to these additional obligations under the HIPAA Final Rules.

Some of our businesses collect, maintain, and/or access other sensitive personal information that is subject to federal and state laws
protecting such information, in addition to the requirements of HIPAA, the HITECH Act and the regulations implemented thereunder. Security
and disclosure of personal information is also highly regulated in many other countries in which we operate, which regulations continue to
evolve.

There can be no assurances that compliance with these requirements will not impose new costs on our business.

Available Information

For more information about us, visit our website at www.amerisourcebergen.com. The contents of the website are not part of this
Form 10-K. Our electronic filings with the Securities and Exchange Commission (including all Forms 10-K, 10-Q and 8-K, and any
amendments to these reports) are available free of charge through the "Investor Relations" section of our website immediately after we

electronically file with or furnish them to the Securities and Exchange Commission and may also be viewed using their website at www.sec.gov.
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ITEM 1A. RISK FACTORS

The following discussion describes certain risk factors that we believe could affect our business and prospects. These risk factors are in
addition to those set forth elsewhere in this report.

Intense competition as well as industry consolidations may erode our profit margins.

The distribution of pharmaceuticals and related healthcare solutions is highly competitive. We compete with two national wholesale
distributors of pharmaceuticals, McKesson and Cardinal; regional and local distributors of pharmaceuticals; national generic distributors; chain
drugstores that warehouse their own pharmaceuticals; manufacturers that distribute their products directly to customers; specialty distributors;
and re-packaging and healthcare technology companies (see "Competition" on page 5). If we were forced by competition to reduce our prices or
offer more favorable payment or other terms, our results of operations or liquidity could be adversely affected. In addition, in recent years, the
healthcare industry has been subject to increasing consolidation. If this trend continues among our customers and suppliers, it could give the
resulting enterprises greater bargaining power, which may lead to greater pressure to reduce prices for our products and services.

Our results of operations continue to be subject to the risks and uncertainties of inflation in branded and generic pharmaceutical prices
and deflation in generic pharmaceutical prices.

Certain distribution service agreements that we have entered into with branded and generic pharmaceutical manufacturers continue to have
an inflation-based compensation component to them. Arrangements with a small number of branded manufacturers continue to be solely
inflation-based. As a result, our gross profit from brand-name and generic manufacturers continues to be subject to fluctuation based upon the
timing and extent of manufacturer price increases. If the frequency or rate of branded and generic pharmaceutical price increases slows, our
results of operations could be adversely affected. In addition, generic pharmaceuticals are also subject to price deflation. If the frequency or rate
of generic pharmaceutical price deflation accelerates, our results of operations could be adversely affected.

Declining economic conditions could adversely affect our results of operations and financial condition.

Our operations and performance depend on economic conditions in the United States and other countries where we do business.
Deterioration in general economic conditions could adversely affect the amount of prescriptions that are filled and the amount of pharmaceutical
products purchased by consumers and, therefore, reduce purchases by our customers, which would negatively affect our revenue growth and
cause a decrease in our profitability. Interest rate fluctuations, financial market volatility or credit market disruptions may also negatively affect
our customers' ability to obtain credit to finance their businesses on acceptable terms. Reduced purchases by our customers or changes in
payment terms could adversely affect our revenue growth and cause a decrease in our cash flow from operations. Bankruptcies or similar events
affecting our customers may cause us to incur bad debt expense at levels higher than historically experienced. Declining economic conditions
may also increase our costs. If the economic conditions in the United States or in the countries where we do business do not improve or
deteriorate, our results of operations or financial condition could be adversely affected.

Our stock price and our ability to access credit markets may be adversely affected by financial market volatility and disruption.

The capital and credit markets could experience significant volatility and disruption. If the markets experience significant disruption and
volatility in the future, there can be no assurance that we will not experience downward movement in our stock price without regard to our
financial condition or results of operations or an adverse effect, which may be material, on our ability to access credit generally, and on our
business, liquidity, financial condition and results of operations.

Our results of operations may suffer upon the bankruptcy, insolvency or other credit failure of a significant supplier.

Our relationships with pharmaceutical suppliers, including generic pharmaceutical manufacturers, give rise to substantial amounts that are
due to us from the suppliers, including amounts owed to us for returned goods or defective goods, chargebacks, and amounts due to us for
services provided to the suppliers. Volatility of the capital and credit markets, general economic conditions, and regulatory changes may
adversely affect the solvency or creditworthiness of our suppliers. The bankruptcy, insolvency or other credit failure of any supplier at a time
when the supplier has a substantial account payable balance due to us could have a material adverse effect on our results of operations.
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Our revenue and results of operations may suffer upon the bankruptcy, insolvency, or other credit failure of a significant customer.

Most of our customers buy pharmaceuticals and other products and services from us on credit. Credit is made available to customers based
on our assessment and analysis of creditworthiness. Although we often try to obtain a security interest in assets and other arrangements intended
to protect our credit exposure, we generally are either subordinated to the position of the primary lenders to our customers or substantially
unsecured. Volatility of the capital and credit markets, general economic conditions, and regulatory changes, including changes in
reimbursement, may adversely affect the solvency or creditworthiness of our customers. The bankruptcy, insolvency, or other credit failure of
any customer that has a substantial amount owed to us could have a material adverse effect on our operating revenue and results of operations.
At September 30, 2014, our two largest trade receivable balances due from customers represented approximately 42% and 13% of accounts
receivable, net.

Our revenue, results of operations, and cash flows may suffer upon the loss of a significant customer.

Walgreens Co. ("Walgreens") accounted for 28% of our revenue in fiscal 2014. Express Scripts accounted for 18% of our revenue in fiscal
2014. Our top ten customers, including governmental agencies, represented approximately 58% of fiscal 2014 revenue. We also have contracts
with group purchasing organizations ("GPOs"), each of which functions as a purchasing agent on behalf of its members, who are hospitals,
pharmacies or other healthcare providers. Approximately 8% of our revenue in fiscal 2014 was derived from our three largest GPO relationships.
We may lose a significant customer or GPO relationship if any existing contract with such customer or GPO expires without being extended,
renewed, renegotiated or replaced or is terminated by the customer or GPO prior to expiration, to the extent such early termination is permitted
by the contract. A number of our contracts with significant customers or GPOs are typically subject to expiration each year and we may lose any
of these customers or GPO relationships if we are unable to extend, renew, renegotiate or replace the contracts. The loss of any significant
customer or GPO relationship could adversely affect our revenue, results of operations, and cash flows.

If Walgreens and/or Alliance Boots GmbH ("'Alliance Boots'") exercise their rights to purchase our common stock pursuant to the
warrants that we issued to them, the future issuances of shares of our common stock upon exercise of the warrants will dilute the ownership
interests of our then-existing stockholders and could adversely affect the market price of our common stock.

In connection with our strategic relationship with Walgreens and Alliance Boots, we entered into a Framework Agreement with Walgreens
and Alliance Boots, dated as of March 18, 2013 (the "Framework Agreement"), pursuant to which (i) Walgreens and Alliance Boots together
were granted the right to purchase a minority equity position in AmerisourceBergen, beginning with the right, but not the obligation, to purchase
up to 19,859,795 shares of our common stock (approximately 7% of our common stock on a fully diluted basis as of the date of issuance,
assuming the exercise in full of the Warrants described below) in open market transactions, with the right to designate up to two members of our
board of directors upon achieving specified ownership levels; (ii) Walgreens Pharmacy Strategies, LLC, a wholly owned subsidiary of
Walgreens, was issued (a) a warrant to purchase up to 11,348,456 shares of our common stock at an exercise price of $51.50 per share
exercisable during a six-month period beginning in March 2016, and (b) a warrant to purchase up to 11,348,456 shares of our common stock at
an exercise price of $52.50 per share exercisable during a six-month period beginning in March 2017; and (iii) Alliance Boots Luxembourg
S.a.r.l., a wholly owned subsidiary of Alliance Boots, was issued (a) a warrant to purchase up to 11,348,456 shares of our common stock at an
exercise price of $51.50 per share exercisable during a six-month period beginning in March 2016 and (b) a warrant to purchase up to
11,348,456 shares of our common stock at an exercise price of $52.50 per share exercisable during a six-month period beginning in March 2017
(collectively, the "Warrants"). The Warrants collectively represent approximately 16% of our common stock on a fully diluted basis as of the
date of issuance, assuming exercise in full of the Warrants. The number of shares which may be purchased in the open market is subject to
increase in certain circumstances if the market price of our common stock is less than the exercise price of the first tranche of Warrants when
those Warrants are exercisable in 2016. In such event, the incremental number of shares purchased in the open market would reduce
share-for-share the number of shares exercisable pursuant to the first tranche of Warrants.

Future issuances of shares of our common stock upon exercise of the Warrants will dilute the ownership interests of our then-existing
stockholders. In addition, the dilutive effect of the Warrants will be reflected in our diluted earnings per share during the period that the
Warrants are outstanding. A decrease in our diluted earnings per share could, in turn, adversely affect the market value of our common stock. In
addition, any sales in the public market of any common stock acquired pursuant to open market purchases by Walgreens and Alliance Boots or
issuable upon the exercise of the Warrants could adversely affect prevailing market prices of our common stock.
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A disruption in our relationship with Walgreens could adversely affect our business and financial results.

In March 2013, we entered into a ten-year distribution agreement with Walgreens to act as its primary wholesale distribution source with
respect to branded and generic prescription drugs. Beginning September 1, 2013, we became the supplier of Walgreens' branded prescription
drugs. In fiscal year 2014, we began to distribute to Walgreens generic pharmaceutical products. As of September 30, 2014, we are Walgreens'
primary distributor of branded and generic pharmaceuticals. If Walgreens' operations are seriously disrupted for any reason, whether by natural
disaster, labor disruption, regulatory or governmental action, or otherwise, it could adversely affect our business and our sales and profitability.
If our operations are seriously disrupted for any reason, we may have an obligation to pay or credit Walgreens for failure to supply products. In
addition, upon the expiration or termination of the agreement, there can be no assurance that we or Walgreens will be willing to renew the
agreement or enter into a new agreement, on terms favorable to us or at all.

In addition, our business may be adversely affected by any operational, financial or regulatory difficulties that Walgreens experiences,
including any disruptions of certain of Walgreens' existing distribution facilities or retail pharmacies resulting from ongoing inspections by the
DEA and/or state regulatory agencies and possible revocation of the controlled substance registrations for those facilities and pharmacies.

The anticipated strategic and financial benefits of our relationship with Walgreens may not be realized.

We entered into the arrangement with Walgreens and Alliance Boots with the expectation that the transactions contemplated thereby would
result in various benefits including, among other things, cost savings and operating efficiencies, innovation and sharing of best practices. The
processes and initiatives needed to achieve these potential benefits are complex, costly and time-consuming. Many of the anticipated benefits
and expenses that will be incurred, by their nature, are difficult to estimate accurately at the present time. Achieving the anticipated benefits
from the arrangement is subject to a number of significant challenges and uncertainties, including: the possibility of faulty assumptions
underlying expectations, processes or initiatives, or the inability to realize and/or delays in realizing potential benefits, including improved
generic drug pricing and terms, improved service fees from generic manufacturers, cost savings, innovations, or other benefits resulting from
participation in Walgreens Boots Alliance Development, GmbH, a global sourcing joint venture between Walgreens and Alliance Boots, due to
the inability of the joint venture to negotiate successfully with generic manufacturers or otherwise to perform as expected; the potential
disruption of our plans and operations as a result of this strategic arrangement, including any disruption of our cash flow and ability to return
value to our stockholders in accordance with our past practices and any reduction in our operational, strategic or financial flexibility; the
potential changes in supplier and customer relationships and terms; unexpected or unforeseen costs, fees, expenses and charges incurred by us
related to the transaction or the overall strategic relationship; and whether the unique corporate cultures of separate organizations will work
collaboratively in an efficient and effective manner.

In addition, Walgreens and Alliance Boots have the right, but not the obligation, under the transactions contemplated by the Framework
and Shareholder Agreements to invest in our common stock. We could also encounter unforeseen costs, circumstances, or issues existing or
arising with respect to the transactions and collaboration we anticipate resulting from the Framework and Shareholder Agreements. Many of
these potential circumstances are outside of our control and any of them could result in increased costs, decreased revenue, decreased benefits
and the diversion of management time and attention. If we are unable to achieve our objectives within the anticipated time frame, or at all, the
expected benefits may not be realized fully or at all, or may take longer to realize than expected, which could have a material adverse impact on
our business, financial condition, and results of operations and the price of our common stock.

Increasing governmental efforts to regulate the pharmaceutical supply channel may increase our costs and reduce our profitability.

The healthcare industry in the United States is highly regulated at the federal and state levels. There have been increasing efforts by
Congress and state and federal agencies, including state boards of pharmacy and departments of health and the FDA, to regulate the
pharmaceutical distribution system in order to prevent the introduction of counterfeit, adulterated, and/or mislabeled drugs into the
pharmaceutical distribution system ("pedigree tracking"). Consequently, we are subject to the risk of changes in various federal and state laws,
which include operating and security standards of the DEA, the FDA, various state boards of pharmacy and comparable agencies.

In recent years, some states have passed or proposed laws and regulations, including laws and regulations that are intended to protect the
safety of the supply channel but that also may substantially increase the costs and burden of pharmaceutical distribution.
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At the federal level, final regulations issued pursuant to the Prescription Drug Marketing Act became effective in December 2006. The
FDA regulations impose pedigree tracking and other chain of custody requirements that increase the costs and/or burden to us of selling to other
pharmaceutical distributors and handling product returns. In addition, the FDA Amendments Act of 2007 requires the FDA to establish
standards and identify and validate effective technologies for the purpose of securing the pharmaceutical supply chain against counterfeit drugs.
These standards may include track-and-trace and/or authentication technologies that leverage data carriers applied by the manufacturer to the
sellable units and cases. The FDA is also required to develop a standardized numerical identifier ("SNI"). In March 2010, FDA issued guidance
regarding the development of SNIs for prescription drug packages in which the FDA identified package-level SNIs, as an initial step in the
FDA's development of additional measures to secure the drug supply chain. In November 2013, Congress passed the Drug Quality and Security
Act ("DQSA"). The DQSA establishes federal pedigree tracking standards requiring drugs to be labeled and tracked at the lot level, preempts
state drug pedigree requirements, and will eventually require all supply-chain stakeholders to participate in an electronic, interoperable
prescription drug track and trace system.

Complying with these pedigree tracking and other supply chain custody requirements will increase our costs and could otherwise
significantly affect our results of operations.

The suspension or revocation by the United States Drug Enforcement Administration (""DEA"’) of any of the registrations that must be in
effect for our distribution facilities to purchase, store and distribute controlled substances or the refusal by the DEA to issue a registration to
any such facility that requires such registration may adversely affect our reputation, our business and our results of operations.

The DEA, FDA, and various other federal and state regulatory authorities regulate the distribution of pharmaceuticals and controlled
substances. We are required to hold valid DEA and state-level 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. Government authorities may from time to time investigate whether we are in compliance with various security and operating
standards applicable to the distribution of controlled substances including whether we are adequately detecting and preventing the illegal
diversion of controlled substances. We have received, and may in the future receive, requests for information and subpoenas from the DEA,
various United States Attorneys' Offices of the United States Department of Justice, and/or state regulatory agencies related to our distribution of
controlled substances or our order monitoring program, which is designed to prevent or detect the illegal diversion of controlled substances. We
generally respond to such subpoenas and requests in a thorough and timely manner. These responses sometimes require time and effort and can
result in considerable costs being incurred by the Company. Such subpoenas and requests also can lead to the assertion of claims or the
commencement of civil, criminal, or regulatory legal proceedings against the Company, as well as to settlements, which can be material.

The DEA, FDA and other federal and state regulatory authorities have broad enforcement powers, including the ability to suspend our
distribution centers' licenses to distribute pharmaceutical products (including controlled substances), seize or recall products and impose
significant criminal, civil and administrative sanctions for violations of these laws and regulations.

Legal, regulatory and legislative changes may adversely affect our business and results of operations.

Both our business and our customers' businesses may be adversely affected by laws and regulations reducing reimbursement rates for
pharmaceuticals and/or medical treatments or services or changing the methodology by which reimbursement levels are determined.
Additionally, on occasion, price increases on certain branded and generic pharmaceuticals have been the subject of U.S. Congressional inquiries.
Any regulation impacting pharmaceutical pricing could adversely affect our operations.

Federal insurance and health care reform legislation known as the Affordable Care Act became law in March 2010. The Affordable Care
Act is intended to expand health insurance coverage, including coverage for at least a portion of drug costs through a combination of insurance
market reforms, an expansion of Medicaid, subsidies and health insurance mandates. The Affordable Care Act contains many provisions
designed to generate the revenues necessary to fund the coverage expansions and reduce the costs of Medicare and Medicaid. While certain
provisions of the Affordable Care Act took effect immediately, others have delayed effective dates. Given the scope of the changes made by the
Affordable Care Act and the ongoing implementation efforts, we cannot predict the impact of every aspect of the new law on our operations.
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The Affordable Care Act changed the formula for Medicaid federal upper limits for multiple source drugs available for purchase by retail
community pharmacies on a nationwide basis to a limit of not less than 175% of the weighted average manufacturer price ("AMP"). The Centers
for Medicare & Medicaid Services ("CMS") has released for review and comment a draft federal upper limit methodology and draft federal
upper limits determined by using that methodology. While the draft federal upper limit prices released to date would represent a significant
reduction from the federal upper limits currently in place, the impact of the CMS methodology cannot be determined until finalized. Any
reduction in the Medicaid reimbursement rates to our customers for certain multisource pharmaceuticals may indirectly impact the prices that we
can charge our customers for multisource pharmaceuticals and cause corresponding declines in our profitability.

The Affordable Care Act also amends the Medicaid rebate statute to increase minimum Medicaid rebates paid by pharmaceutical
manufacturers and make other changes affecting Medicaid rebate amounts. The Affordable Care Act's redefinition of AMP is expected to result,
in most instances, in a higher AMP. This higher AMP, coupled with the higher minimum Medicaid rebate percentage, is expected to result in
increased Medicaid rebate payments by pharmaceutical manufacturers, which could indirectly impact our business. CMS issued proposed
regulations to implement the Affordable Care Act's provisions regarding Medicaid rebates and Medicaid reimbursement to pharmacies, but the
regulations have not been finalized to date. We are currently assessing the potential impact of these provisions on our business. The federal
government and state governments could take other actions in the future that impact Medicaid reimbursement and rebate amounts. For example,
a number of states have announced plans to use average acquisition cost to reimburse pharmacies for the cost of drugs. There can be no
assurance that recent or future changes in prescription drug reimbursement policies will not have an adverse impact on our business. Unless we
are able to develop plans to mitigate the potential impact of these legislative and regulatory changes, these changes in reimbursement and related
reporting requirements could adversely affect our results of operations.

CMS has been conducting a national survey of pharmacies to create a national database of average actual pharmacy acquisition costs, the
results of which states may use to determine state-specific pharmaceutical reimbursement rates. CMS uses pharmacies' invoiced drug acquisition
costs as reported in the surveys to calculate the National Average Drug Acquisition Cost ("NADAC"). CMS has begun posting final NADAC
files, which are updated on a weekly and monthly basis to reflect survey results. There can be no assurances that state pharmaceutical rates
derived from this new survey data will not result in lower Medicaid reimbursement levels or lead to other payers reducing their reimbursement
levels that could adversely impact our business.

Our revenue growth rate has been negatively impacted by a reduction in sales of certain anemia drugs, primarily those used in oncology,
and may, in the future, be adversely affected by any further reductions in sales or restrictions on the use of anemia drugs or a decrease in
Medicare reimbursement for these drugs.

The Medicare Prescription Drug Improvement and Modernization Act of 2003 significantly expanded Medicare coverage for outpatient
prescription drugs through the Medicare Part D program. The Part D Plan program has increased the use of pharmaceuticals in the supply
channel, which has a positive impact on our revenues and profitability. There have been additional changes to the Part D program since its
enactment. Notably, the Affordable Care Act provides additional assistance to beneficiaries who reach the Part D "coverage gap" (including a
manufacturer discount program), mandates additional medication therapy management services and reduces Part D subsidies for certain
high-income beneficiaries. CMS continues to issue regulations and other guidance to implement these statutory changes and further refine
Medicare Part D program rules. There can be no assurances that recent and future changes to the Part D program will not have an adverse impact
on our business.

The federal government may adopt measures in the future that would further reduce Medicare and/or Medicaid spending or impose
additional requirements on health care entities. For instance, under the terms of the Budget Control Act of 2011 automatic federal spending cuts,
known as sequestration, went into effect as a result of Congressional failure to adopt legislation meeting federal deficit reduction targets. Under
this policy, a 2% cut is being made to Medicare provider and plan payments, generally effective for services provided on or after April 1, 2013.
Any future reductions in Medicare reimbursement rates could negatively impact our customers' businesses and their ability to continue to
purchase such drugs from us. At this time, we can provide no assurances that future Medicare and/or Medicaid payment or policy changes, if
adopted, would not have an adverse effect on our business.

ABSG's business may be adversely affected in the future by the impact of declining reimbursement rates for pharmaceuticals and other
economic factors.

ABSG sells specialty drugs directly to physicians and community oncology practices and provides a number of services to or through
physicians. Drugs that are administered in a physician's office, such as drugs that are infused or injected, are typically covered under Medicare

Part B. Declining reimbursement rates for Medicare Part B drugs and other
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economic factors have caused a number of physician practices, including some of our customers, to move from private practice to hospital
settings, where they may purchase their specialty drugs under hospital prime vendor arrangements rather than from specialty distributors like
ABSG. This trend may continue due to various factors, including legislative and regulatory requirements that affect how CMS calculates
average sales price for Medicare Part B drugs, as well as expansion and regulation of the Public Health Services 340B drug discount program.
Federal changes in drug reimbursement policy could continue to reduce Medicare reimbursement rates for some Part B drugs, which could
accelerate the trend of physician practices moving to or being acquired by hospitals, and could also indirectly impact the prices we can charge
our customers for pharmaceuticals and result in corresponding declines in ABSG's profitability. Any future reductions in the rate of
reimbursement for drugs covered under Medicare Part B or physician services under Medicare could negatively impact our customers'
businesses and their ability to continue to purchase such drugs from us. At this time, we can provide no assurances that future Medicare
reimbursement or policy changes, if adopted, would not have an adverse effect on our business.

Changes to the United States healthcare environment may negatively impact our business and our profitability.

Our products and services are intended to function within the structure of the healthcare financing and reimbursement system currently
existing in the United States. In recent years, the healthcare industry has undergone significant changes in an effort to reduce costs and
government spending. These changes include an increased reliance on managed care; cuts in certain Medicare funding affecting our healthcare
provider customer base; consolidation of competitors, suppliers and customers; and the development of large, sophisticated purchasing groups.
We expect the healthcare industry to continue to change significantly in the future. Some of these potential changes, such as a reduction in
governmental funding at the state or federal level for certain healthcare services or adverse changes in legislation or regulations governing
prescription drug pricing, healthcare services or mandated benefits, may cause healthcare industry participants to reduce the amount of our
products and services they purchase or the price they are willing to pay for our products and services. We expect continued government and
private payor pressure to reduce pharmaceutical pricing. Changes in pharmaceutical manufacturers' pricing or distribution policies could also
significantly reduce our profitability.

If we fail to comply with laws and regulations in respect of healthcare fraud and abuse, we could suffer penalties or be required to make
significant changes to our operations.

We are subject to extensive and frequently changing federal and state laws and regulations relating to healthcare fraud and abuse. The
federal government continues to strengthen its scrutiny of practices potentially involving healthcare fraud affecting Medicare, Medicaid and
other government healthcare programs. Our relationships with healthcare providers and pharmaceutical manufacturers subject our business to
laws and regulations on fraud and abuse which, among other things, (i) prohibit persons from soliciting, offering, receiving or paying any
remuneration in order to induce the referral of a patient for treatment or the ordering or purchasing of items or services that are in any way paid
for by Medicare, Medicaid or other government-sponsored healthcare programs and (ii) impose a number of restrictions upon referring
physicians and providers of designated health services under Medicare and Medicaid programs. Legislative provisions relating to healthcare
fraud and abuse give federal enforcement personnel substantially increased funding, powers and remedies to pursue suspected fraud and abuse,
and these enforcement authorities were further expanded by the Affordable Care Act. While we believe that we are in compliance with all
applicable laws and regulations, many of the regulations applicable to us, including those relating to marketing incentives offered in connection
with pharmaceutical sales, are vague or indefinite and have not been interpreted by the courts. They may be interpreted or applied by a
prosecutorial, regulatory or judicial authority in a manner that could require us to make changes in our operations. If we fail to comply with
applicable laws and regulations, we could be subject to civil and criminal penalties, including the loss of licenses or our ability to participate in
Medicare, Medicaid and other federal and state healthcare programs.

Our business and results of operations could be adversely affected by qui tam litigation.

Violations of various federal and state laws governing the marketing, sale and purchase of pharmaceutical products can result in criminal,
civil, and administrative liability for which there can be significant financial damages, criminal and civil penalties, and possible exclusion from
participation in federal and state health programs. Among other things, such violations can form the basis for qui tam complaints to be filed. The
qui tam provisions of the federal and various state civil False Claims Acts authorize a private person, known as a relator, to file civil actions
under these statutes on behalf of the federal and state governments. Under False Claims Acts, the filing of a qui tam complaint by a relator
imposes obligations on government authorities to investigate the allegations and determine whether or not to intervene in the action. Such cases
may involve allegations around the marketing, sale, purchase, and/or dispensing of branded and/or generic pharmaceutical products and
wrongdoing in the marketing, sale, purchase and/or dispensing of such products. Such complaints are filed under seal and remain sealed until the
applicable court orders otherwise. Our business and results of operations could be adversely affected if qui tam complaints are filed against us
for alleged violations of any health laws
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and regulations and damages arising from resultant false claims, if government authorities decide to intervene in any such matters and/or if we
are found liable for all or any portion of violations alleged in any such matters.

The Company has learned that there are filings in one or more federal district courts, including a qui tam complaint filed by one of our
former employees, that are under seal and may involve allegations against the Company (and/or subsidiaries or businesses of the Company,
including our group purchasing organization for oncologists and our oncology distribution business) relating to its distribution of certain
pharmaceutical products to providers. With regard to any of these filings, our business and results of operations could be adversely affected if
government authorities decide to intervene in any such pending cases and/or we are found liable for all or any portion of violations alleged in
any such pending cases.

Our results of operations and financial condition may be adversely affected if we undertake acquisitions of businesses that do not perform
as we expect or that are difficult for us to integrate.

We expect to continue to execute our growth strategy, in part, by acquiring companies. At any particular time, we may be in various stages
of assessment, discussion and negotiation with regard to one or more potential acquisitions, not all of which will be consummated. We make
public disclosure of pending and completed acquisitions when appropriate and required by applicable securities laws and regulations.

Acquisitions involve numerous risks and uncertainties. If we complete one or more acquisitions, our results of operations and financial
condition may be adversely affected by a number of factors, including: the failure of the acquired businesses to achieve the results we have
projected in either the near or long term; the assumption of unknown liabilities; the fair value of assets acquired and liabilities assumed are not
properly estimated; the difficulties of imposing adequate financial and operating controls on the acquired companies and their management and
the potential liabilities that might arise pending the imposition of adequate controls; the difficulties in the integration of the operations,
technologies, services and products of the acquired companies; and the failure to achieve the strategic objectives of these acquisitions.

Our results of operations and our financial condition may be adversely affected by our global operations.

Our operations in jurisdictions outside of the United States are subject to various risks inherent in global operations. We currently have
operations in over 50 countries worldwide. We may consider additional foreign acquisitions in the future, which may carry operational risks in
addition to the risks of acquisition (as described above). At any particular time, our global operations may be affected by local political changes
and local economic environments, including inflation, recession, currency volatility, and competition. The realization of any of these factors
could adversely affect our business, financial position, and results of operations.

Violations of anti-bribery, anti-corruption and/or international trade laws to which we are subject could have a material adverse effect on
our business, financial position, and results of operations.

We are subject to laws concerning our business operations and marketing activities in foreign countries where we conduct business. For
example, we are subject to the U.S. Foreign Corrupt Practices Act (the "FCPA"), U.S. export control and trade sanction laws, and similar
anti-corruption and international trade laws in certain foreign countries, such as the U.K. Bribery Act, any violation of which could create
substantial liability for us and also cause a loss of reputation in the market. The FCPA generally prohibits U.S. companies and their officers,
directors, employees, and intermediaries from making improper payments to foreign officials for the purpose of obtaining or retaining business
abroad or otherwise obtaining favorable treatment. The FCPA also requires that U.S. public companies maintain books and records that fairly
and accurately reflect transactions and maintain an adequate system of internal accounting controls. If we are found to have violated the FCPA,
we may face sanctions including civil and criminal fines, disgorgement of profits, and suspension or debarment of our ability to contract with
government agencies or receive export licenses. From time to time, we may face audits or investigations by one or more domestic or foreign
government agencies relating to our international business activities, compliance with which could be costly and time-consuming, and could
divert our management and key personnel from our business operations. An adverse outcome under any such investigation or audit could subject
us to fines or other penalties, which could adversely affect our business, financial position, and results of operations.

Risks generally associated with our sophisticated information systems may adversely affect our business and results of operations.

Our businesses rely on sophisticated information systems to obtain, rapidly process, analyze, and manage data to facilitate the purchase and
distribution of thousands of inventory items from numerous distribution centers; to receive, process, and ship orders on a timely basis; to account
for other product and service transactions with customers; to manage the accurate billing and collections for thousands of customers; and to
process payments to suppliers. Our business and
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results of operations may be adversely affected if these systems are interrupted or damaged by unforeseen events or if they fail for any extended
period of time, including due to the actions of third parties.

Information security risks have generally increased in recent years because of the proliferation of new technologies and the increased
sophistication and activities of perpetrators of cyber attacks. A failure in or breach of our operational or information security systems, or those of
our third party service providers, as a result of cyber attacks or information security breaches could disrupt our business, result in the disclosure
or misuse of confidential or proprietary information or personal data, damage our reputation, increase our costs and/or cause losses. As a result,
cyber security and the continued development and enhancement of the controls and processes designed to protect our systems, computers,
software, data and networks from attack, damage or unauthorized access remain a priority for us. Although we believe that we have robust
information security procedures and other safeguards in place, as cyber threats continue to evolve, we may be required to expend additional
resources to continue to enhance our information security measures and/or to investigate and remediate any information security vulnerabilities.

Third party service providers are responsible for managing a significant portion of our information systems. Our business and results of
operations may be adversely affected if the third party service provider does not perform satisfactorily.

Certain of our businesses continue to make substantial investments in information systems. To the extent the implementation of these
systems fail, our business and results of operations may be adversely affected.

Risks generally associated with data privacy regulation and the international transfer of personal data.

We are required to comply with increasingly complex and changing data privacy regulations both in the United States and beyond that
regulate the collection, use and transfer of personal data, including particularly the transfer of personal data between or among countries. Many
of these foreign data privacy regulations are more stringent than those in the United States. We may also face audits or investigations by one or
more domestic or foreign government agencies relating to our compliance with these regulations. An adverse outcome under any such
investigation or audit could subject us to fines or other penalties. That or other circumstances related to our collection, use and transfer of
personal data could cause a loss of reputation in the market and/or adversely affect our business and financial position.

Tax legislation initiatives or challenges to our tax positions could adversely affect our results of operations and financial condition.

We are a large corporation with operations in the United States and select global markets. As such, we are subject to tax laws and
regulations of the United States federal, state and local governments and of various foreign jurisdictions. From time to time, various legislative
initiatives, such as the repeal of last-in, first-out ("LIFO"), treatment, may be proposed that could adversely affect our tax positions and/or our
tax liabilities. There can be no assurance that our effective tax rate or tax payments will not be adversely affected by these initiatives. We believe
that our historical tax positions are consistent with applicable laws, regulations, and existing precedent. In addition, United States federal, state
and local, as well as foreign, tax laws and regulations, are extremely complex and subject to varying interpretations. There can be no assurance
that our tax positions will not be challenged by relevant tax authorities or that we would be successful in any such challenge.

Natural disasters or other unexpected events may disrupt our operations and may adversely affect our results of operations and financial
condition.

The occurrence of one or more unexpected events, including fires, tornadoes, tsunamis, hurricanes, earthquakes, floods and other forms of
severe weather in the U.S. or in other countries in which we operate or are located could adversely affect our operations and financial
performance. Natural disasters, power outages or other unexpected events could result in physical damage to and complete or partial closure of
one or more of distribution centers, temporary or long-term disruption in the supply of products, delay in the delivery of products to our
distribution centers and/or disruption of our ability to deliver products to customers. Existing insurance arrangements may not provide protection
for all of the costs that may arise from such events, particularly if such events are catastrophic in nature or occur in combination. Any long-term
disruption in our ability to service our customers from one or more distribution centers could have a material adverse effect on our operations.
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ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

As of September 30, 2014, we conducted our business from office and operating facilities at owned and leased locations throughout the
United States (including Puerto Rico) and select global markets. In the aggregate, our facilities occupy approximately 9 million square feet of
office and warehouse space, which is either owned or leased under agreements that expire from time to time through 2040.

We lease approximately 185,000 square feet in Chesterbrook, Pennsylvania for our corporate and ABDC headquarters.

We have 25 full-service ABDC wholesale pharmaceutical distribution facilities in the United States, ranging in size from approximately
53,000 square feet to 395,000 square feet, with an aggregate of approximately 4.7 million square feet. Leased facilities are located in Puerto
Rico plus the following states: Arizona, Colorado, Florida, Hawaii, Minnesota, New York, North Carolina, Utah, and Washington. Owned
facilities are located in the following states: Alabama, California, Georgia, Illinois, Kentucky, Massachusetts, Michigan, Missouri, Ohio,
Pennsylvania, Texas and Virginia.

As of September 30, 2014, the Specialty Group's operations were conducted in 16 locations, two of which are owned, comprising
approximately 1.1 million square feet. The Specialty Group's largest leased facility consisted of approximately 273,000 square feet. Its
headquarters are located in Texas and it has significant operations in the states of Alabama, Kentucky, Nevada, and Ohio.

As of September 30, 2014, the Consulting Group's operations were conducted in 8 leased locations, comprising approximately 614,000
square feet. The Consulting Group's operations are primarily located in North Carolina and California.

As of September 30, 2014, World Courier's office and operating facilities are located in over 50 countries throughout the world. Most of
the facilities are leased. Significant owned facilities are located in New York, and internationally in Germany, Japan, Singapore, and South
Africa.

We consider all of our operating and office properties to be in satisfactory condition.
ITEM 3. LEGAL PROCEEDINGS

Legal proceedings in which we are involved are discussed in Note 12 (Legal Matters and Contingencies) of the Notes to the Consolidated
Financial Statements appearing in this Annual Report on Form 10-K.

ITEM 4. MINE SAFETY DISCLOSURES

None.
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EXECUTIVE OFFICERS OF THE REGISTRANT

The following is a list of our principal executive officers and their ages and positions as of November 15, 2014.

Name Age Current Position with the Company

Steven H. Collis 53 President and Chief Executive Officer

June Barry 63 Executive Vice President, Human Resources

John G. Chou 58 Executive Vice President and General Counsel

Gina K. Clark 57 Executive Vice President and Chief Marketing Officer

Dale Danilewitz 52 Executive Vice President and Chief Information Officer

James D. Frary 42 Executive Vice President AmerisourceBergen Corporation, and President AmerisourceBergen Specialty
Group

Tim G. Guttman 55 Executive Vice President and Chief Financial Officer

Peyton R. Howell 47 Executive Vice President, AmerisourceBergen Corporation, and President Global Sourcing &
Manufacturer Relations

Lawrence Marsh 54 Executive Vice President of New Market Development and Chief Strategy Officer

David W. Neu 57 Executive Vice President and President, AmerisourceBergen Drug Corporation

Unless indicated to the contrary, the business experience summaries provided below for our executive officers describe positions held by
the named individuals during the last five years.

Mr. Collis has been President and Chief Executive Officer of the Company since July 2011. From November 2010 to July 2011, he served
as President and Chief Operating Officer. He served as Executive Vice President and President of AmerisourceBergen Drug Corporation from
September 2009 to November 2010. He was Executive Vice President and President of AmerisourceBergen Specialty Group from September
2007 to September 2009 and was Senior Vice President of the Company and President of AmerisourceBergen Specialty Group from August
2001 to September 2007. Mr. Collis has been employed by the Company or one of its predecessors for 20 years.

Ms. Barry became Executive Vice President, Human Resources in November 2014. Ms. Barry joined the Company in February 2010 as
Senior Vice President, Human Resources. Prior to joining the Company, she was the Senior Vice President of Human Resources for TD Bank,
N.A., from 2006 to 2010.

Mr. Chou has been General Counsel of the Company since January 2007 and Executive Vice President of the Company since August 2011.
From January 2007 to August 2011, Mr. Chou was a Senior Vice President. He has served as Secretary of the Company from February 2006 to
May 2012. He was Vice President and Deputy General Counsel from November 2004 to January 2007 and Associate General Counsel from July
2002 to November 2004. Mr. Chou has been employed by the Company for 12 years.

Ms. Clark became Executive Vice President and Chief Marketing Officer in November 2014. Ms. Clark was named Senior Vice President
and Chief Marketing Officer in June 2011. She previously served as Senior Vice President of Marketing and Business Development for
AmerisourceBergen Specialty Group from January 2007 to June 2011. Prior to joining the Company, she worked in executive leadership roles at
Premier Inc. and HealthSouth, including Senior Vice President of Marketing and Alliance Relations, Group Vice President of Relationship
Management, and Senior Vice President of Managed Care and National Contracting.

Mr. Danilewitz became Executive Vice President and Chief Information Officer in November 2014. Mr. Danilewitz has been Senior Vice
President and Chief Information Officer since June 2012. He served as Chief Information Officer of AmerisourceBergen Specialty Group from
March 1999 to May 2012. Prior to joining the Company, he held management positions within American Airlines and The Sabre Group. He also
worked for Whirlpool Corporation in the Advanced Technology Group.

Mr. Frary became Executive Vice President, AmerisourceBergen Corporation, and President, AmerisourceBergen Specialty Group in
November 2014. Mr. Frary was named Senior Vice President and President, AmerisourceBergen Specialty Distribution and Services in April
2010. He was Regional Vice President, East Region, of AmerisourceBergen Drug Corporation from October 2007 to April 2010, and Associate
Regional Vice President, East Region, from May 2007 to September 2007. Before joining the Company, Mr. Frary was a Principal in Mercer
Management Consulting's Strategy Group.
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Mr. Guttman became Executive Vice President and Chief Financial Officer in November 2014. Mr. Guttman was named Senior Vice
President and Chief Financial Officer in May 2012. He served as Acting Chief Financial Officer from February 2012 to May 2012. He was Vice
President and Corporate Controller from August 2002 to May 2012. Mr. Guttman has been employed by the Company for 12 years.

Ms. Howell became Executive Vice President, AmerisourceBergen Corporation, and President, Global Sourcing & Manufacturer Relations
in November 2014. Ms. Howell has been Senior Vice President and President, Global Sourcing and Manufacturer Relations since December
2012. She served as Senior Vice President, Business Development and President of AmerisourceBergen Consulting Services from May 2010 to
December 2012. She was President of Consulting Services and Health Policy, AmerisourceBergen Specialty Group from October 2007 to May
2010. She was President of Lash Group and AmerisourceBergen Specialty Group Manufacturer Services from November 1999 to October 2007.
Ms. Howell has been employed by the Company or one of its predecessors for 23 years.

Mr. Marsh became Executive Vice President of New Market Development and Chief Strategy Officer in November 2014. He was Senior
Vice President, New Market Development and Chief Strategy Officer from November 2012 to November 2014. Before joining the Company,
Mr. Marsh was a Managing Director in Equity Research at Barclays Capital from 2008 to 2012.

Mr. Neu became Executive Vice President and President, AmerisourceBergen Drug Corporation in November 2014. Mr. Neu was named
Senior Vice President and President, AmerisourceBergen Drug Corporation in April 2011. He served as Senior Vice President, Drug Operations
for AmerisourceBergen Drug Corporation from February 2010 to April 2011. He was Senior Vice President, Retail for AmerisourceBergen
Drug Corporation from 2001 to 2010. Mr. Neu has been employed by the Company or one of its predecessors for 32 years.
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PART II

ITEMS. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

The Company's common stock is traded on the New York Stock Exchange under the trading symbol "ABC." As of October 31, 2014, there
were 2,978 record holders of the Company's common stock. The following table sets forth the high and low closing sale prices of the Company's
common stock for the periods indicated.

PRICE RANGE OF COMMON STOCK

High Low

Fiscal Year Ended September 30, 2014

First Quarter $ 70.89 $ 61.19
Second Quarter $ 7138 $ 64.11
Third Quarter $ 73.66 $ 62.33
Fourth Quarter $ 7833 $ 72.70
Fiscal Year Ended September 30, 2013

First Quarter $ 4391 $ 38.99
Second Quarter $ 5145 $ 43.40
Third Quarter $ 5630 $ 51.64
Fourth Quarter $ 6223 $ 54.83

In November 2012, our board of directors increased the quarterly dividend by 62% from $0.13 to $0.21 per share. In November 2013, our
board of directors increased the quarterly dividend by 12% from $0.21 to $0.235 per share. In November 2014, our board of directors increased
the quarterly dividend by 23% from $0.235 per share to $0.29 per share. The Company anticipates that it will continue to pay quarterly cash
dividends in the future. However, the payment and amount of future dividends remain within the discretion of the Company's board of directors
and will depend upon the Company's future earnings, financial condition, capital requirements and other factors.

Computershare is the Company's transfer agent. Computershare can be reached at (mail) AmerisourceBergen Corporation c/o
Computershare, P.O. Box 30170, College Station, TX 77842; (telephone): Domestic 1-877-296-3711, Domestic TDD 1-800-231-5469,
International 1-201-680-6578 or International TDD 1-201-680-6610; and (internet) www.computershare.com.
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ISSUER PURCHASES OF EQUITY SECURITIES

The following table sets forth the total number of shares purchased, the average price paid per share, the total number of shares purchased

as part of publicly announced programs, and the approximate dollar value of shares that may yet be purchased under the programs during each
month in the fiscal year ended September 30, 2014.

Approximate
Total Number of Dollar Value of
Average  Shares Purchased Shares that May
Total Number Price as Part of Publicly Yet Be Purchased

of Shares Paid per Announced Under the
Period Purchased Share Programs Programs
October 1 to October 31 $ $ 1,113,019,673
November 1 to November 30 171237 $ 6945 171,237  $ 1,101,126,416
December 1 to December 31 111,740 $ 69.39 111,740 $ 1,093,372,329
January 1 to January 31 1,396,563 $§  67.42 1,396,563 $ 999,218,151
February 1 to February 28 626,292 $ 6543 529,849 $ 964,796,731
March 1 to March 31 1,851,371 $§  65.69 1,851,185 $ 843,187,956
April 1 to April 30 1,814,748 $  64.65 1,814,748 $ 725,862,100
May 1 to May 31 964,234 $§  67.23 963,982 $ 1,311,050,005
June 1 to June 30 1,683,235 $  72.08 1,683,235 $ 1,189,720,183
July 1 to July 31 58,401 $ 7248 58,401 $ 1,185,487,438
August 1 to August 31 127 '$ 77.39 $ 1,185,487,438
September 1 to September 30 2,744379 $  77.32 2,744,379 $ 973,291,159
Total 11,422,327 $  69.72 11,325,319

(@)

(b)

©

(d)

In November 2012, the Company announced a program to purchase up to $750 million of its outstanding shares of common stock,
subject to market conditions. During the fiscal year ended September 30, 2013, the Company purchased 8.1 million shares for
$387.0 million under the program. During the fiscal year ended September 30, 2014, the Company purchased 5.5 million shares for
$363.0 million to close this program.

In August 2013, the Company announced a program to purchase up to $750 million of its outstanding shares of common stock, subject
to market conditions. During the fiscal year ended September 30, 2014, the Company purchased 2.4 million shares for $174.7 million
under the program. The Company had $575.3 million remaining under this program as of September 30, 2014.

In May 2014, the Company announced a special program to purchase up to $650 million of its outstanding shares of common stock,
subject to market conditions. During the fiscal year ended September 30, 2014, the Company purchased 3.4 million shares for
$252.0 million under this program. The Company had $398.0 million remaining under this special share repurchase program as of
September 30, 2014.

Employees surrendered 97,008 shares during the fiscal year ended September 30, 2014 to meet minimum tax-withholding obligations
upon vesting of restricted stock.
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STOCK PERFORMANCE GRAPH

This graph depicts the Company's five year cumulative total stockholder returns relative to the performance of the Standard and Poor's 500
Composite Stock Index, the S&P Health Care Index, and an index of peer companies selected by the Company from the market close on
September 30, 2009 to September 30, 2014. The graph assumes $100 invested at the closing price of the common stock of the Company and of
each of the other indices on the New York Stock Exchange on September 30, 2009. The points on the graph represent fiscal year-end index
levels based on the last trading day in each fiscal quarter. The Peer Group index (which is weighted on the basis of market capitalization)
consists of the following companies engaged primarily in wholesale pharmaceutical distribution and related services: McKesson Corporation
and Cardinal Health, Inc.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN#*

$100 invested on September 30, 2009 in stock or index, including reinvestment of dividends.
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ITEM 6. SELECTED FINANCIAL DATA

The following table should be read in conjunction with the consolidated financial statements, including the notes thereto, and

Management's Discussion and Analysis of Financial Condition and Results of Operations beginning on page 23.

As of or for the Fiscal Year Ended September 30,
2014(a) 2013(b) 2012(c) 2011(d) 2010(e)

(Amounts in thousands, except per share amounts)
Statement of Operations Data:

Revenue $ 119,569,127 $ 87,959,167 $ 78,080,806 $ 78,695,659 $ 76,496,106
Gross profit 2,982,366 2,507,819 2,634,686 2,458,977 2,278,421
Operating expenses 2,203,482 1,609,420 1,331,071 1,269,457 1,191,083
Operating income 778,884 898,399 1,303,615 1,189,520 1,087,338
Interest expense, net 76,862 73,897 92,569 76,148 71,790
Income from continuing operations 284,030 493,435 761,361 697,495 626,939
Net income 276,484 433,707 718,986 706,624 636,748

Earnings per share from continuing

operations  diluted $ 121 $ 2.10 $ 296 $ 251 $ 2.18
Earnings per share  diluted $ 1.17 $ 1.84 $ 280 $ 254 $ 222
Cash dividends declared per common

share $ 094 §$ 084 $ 052 $ 043 $ 0.32
Weighted average common shares

outstanding  diluted 235,405 235,345 256,903 277,717 287,246
Balance Sheet Data:

Cash and cash equivalents $ 1,808,513 $§ 1,231,006 $§ 1,066,608 $ 1,825990 $§ 1,658,182
Accounts receivable, net 6,312,883 6,051,920 3,784,619 3,675,980 3,674,054
Merchandise inventories 8,593,852 6,981,494 5,472,010 5,320,220 5,103,719
Property and equipment, net 899,582 803,561 743,684 663,623 598,840
Total assets 21,532,183 18,918,638 15,442,256 14,983,398 14,434,790
Accounts payable 15,592,834 13,335,792 9,492,589 9,066,768 8,706,605
Long-term debt, including current

portion 1,995,632 1,396,606 1,395,931 1,343,101 1,342,633
Stockholders' equity 1,956,899 2,319,745 2,454,842 2,867,585 2,954,244
Total liabilities and stockholders'

equity $ 21,532,183 $§ 18,918,638 $ 15,442,256 $ 14,983,398 $ 14,434,790

(@)

(b)

©

(d

G

Includes $397.5 million of Warrant expense, net of income tax benefit of $25.2 million, $214.6 million of LIFO expense, net of
income tax benefit of $133.4 million, $20.3 million of loss on early retirement of debt, net of income tax benefit of $12.7 million,

$5.1 million of employee severance, litigation and other costs, net of income tax benefit of $3.1 million, and a $15.1 million gain from
antitrust litigation settlements, net of income tax expense of $9.3 million.

Includes $169.8 million of LIFO expense, net of income tax benefit of $107.2 million, $76.3 million of Warrant expense, net of
income tax benefit of $13.7 million, $14.7 million of employee severance, litigation and other costs, net of income tax benefit of
$8.8 million and a $14.3 million gain from antitrust litigation settlements, net of income tax expense of $8.6 million.

Includes $26.5 million of employee severance, litigation and other costs, net of income tax benefit of $17.6 million and a $9.1 million
gain from antitrust litigation settlements, net of income tax expense of $5.7 million.

Includes $16.6 million of employee severance, litigation and other costs, net of income tax benefit of $7.0 million, an intangible asset
impairment charge of $4.1 million, net of income tax benefit of $2.4 million, and a $1.3 million gain from antitrust litigation
settlements, net of income tax expense of $0.8 million.
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Includes a $2.7 million litigation gain, net of income tax expense of $1.7 million, intangible asset impairment charges of $2.0 million,
net of income tax benefit of $1.2 million, and a $12.8 million gain from antitrust litigation settlements, net of income tax expense of
$7.9 million.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
Overview
The following discussion should be read in conjunction with the Consolidated Financial Statements and notes thereto contained herein.

We are one of the largest global pharmaceutical sourcing and distribution services companies, helping both healthcare providers and
pharmaceutical and biotech manufacturers improve patient access to products and enhance patient care. We deliver innovative programs and
services designed to increase the effectiveness and efficiency of the pharmaceutical supply chain. We are organized based upon the products and
services we provide to our customers. Our operations are comprised of the Pharmaceutical Distribution reportable segment and Other.

Pharmaceutical Distribution Segment

The Pharmaceutical Distribution reportable segment is comprised of two operating segments, which include the operations of
AmerisourceBergen Drug Corporation ("ABDC") and AmerisourceBergen Specialty Group ("ABSG"). Servicing healthcare providers in the
pharmaceutical supply channel, the Pharmaceutical Distribution segment's operations provide drug distribution and related services designed to
reduce healthcare costs and improve patient outcomes.

ABDC distributes a comprehensive offering of brand-name and generic pharmaceuticals (including specialty pharmaceutical products),
over-the-counter healthcare products, home healthcare supplies and equipment, and related services to a wide variety of healthcare providers,
including acute care hospitals and health systems, independent and chain retail pharmacies, mail order pharmacies, medical clinics, long-term
care and other alternate site pharmacies, and other customers. ABDC also provides pharmacy management, staffing and other consulting
services; scalable automated pharmacy dispensing equipment; medication and supply dispensing cabinets; and supply management software to a
variety of retail and institutional healthcare providers. Additionally, ABDC delivers packaging solutions to institutional and retail healthcare
providers.

ABSG, through a number of operating businesses, provides pharmaceutical distribution and other services to physicians who specialize in
a variety of disease states, especially oncology, and to other healthcare providers, including hospitals and dialysis clinics. ABSG also distributes
plasma and other blood products, injectible pharmaceuticals, vaccines, and other specialty products. Additionally, ABSG provides third party
logistics and outcomes research, and other services for biotechnology and other pharmaceutical manufacturers.

Our use of the term "specialty" and "specialty pharmaceutical products" refers to drugs used to treat complex diseases, such as cancer,
diabetes, and multiple sclerosis. Specialty pharmaceutical products are part of complex treatment regimens for serious conditions and diseases
that generally require ongoing clinical monitoring. We believe the terms "specialty" and "specialty pharmaceutical products" are used
consistently by industry participants and our competitors. However, we cannot be certain that other distributors of specialty products define
these and other similar terms in exactly the same manner as we do.

Both ABDC and ABSG distribute specialty drugs to their customers, with the principal difference between these two operating segments
being that ABSG operates distribution facilities that focus primarily on complex disease treatment regimens. Therefore, a product distributed
from one of ABSG's distribution facilities results in revenue reported under ABSG, and a product distributed from one of ABDC's distribution
centers results in revenue reported under ABDC. Essentially all of ABSG sales consist of specialty pharmaceutical products. ABDC sales of
specialty pharmaceutical products have historically been a relatively small component of its overall revenue.

Other
Other consists of the AmerisourceBergen Consulting Services ("ABCS") operating segment and the World Courier Group, Inc. ("World
Courier") operating segment. The results of operations of our ABCS and World Courier operating segments are not significant enough to require

separate reportable segment disclosure, and, therefore, have been included in "Other" for the purpose of our reportable segment presentation.
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ABCS, through a number of operating businesses, provides commercialization support services including reimbursement support
programs, outcomes research, contract field staffing, patient assistance and co-pay assistance programs, adherence programs, risk mitigation
services, and other market access programs to pharmaceutical and biotechnology manufacturers. World Courier, which operates in over 50
countries, is a leading global specialty transportation and logistics provider for the biopharmaceutical industry.

Results of Operations

Year ended September 30, 2014 compared with Year ended September 30, 2013

Revenue

Fiscal year ended September 30,
(dollars in thousands) 2014 2013 Change
Pharmaceutical Distribution $ 117,383,967 $ 86,063,531 36.4%
Other 2,449,149 2,087,968 17.3%
Intersegment eliminations (263,989) (192,332) 37.3%
Revenue $ 119,569,127 $ 87,959,167 35.9%

Revenue increased 35.9% from the prior fiscal year. This increase was largely due to the revenue growth of Pharmaceutical Distribution
and, to a lesser extent, the revenue growth of Other.

We currently expect our revenue in fiscal 2015 to increase between 7% and 8%. Our expected growth rate is driven in part by a full year of
generic drug distribution to Walgreens, which was phased in during fiscal 2014. Our future revenue growth will continue to be affected by
various factors such as industry growth trends, including the introduction of new innovative brand therapies, the likely increase in the number of
generic drugs that will be available over the next few years as a result of the expiration of certain drug patents held by brand-name
pharmaceutical manufacturers, general economic conditions in the United States, competition within the industry, customer consolidation,
changes in pharmaceutical manufacturer pricing and distribution policies and practices, increased downward pressure on government and other
third party reimbursement rates to our customers, and changes in Federal government rules and regulations.

Pharmaceutical Distribution Segment

The Pharmaceutical Distribution segment grew its revenue by 36.4% from the prior fiscal year. Intrasegment revenues between ABDC and
ABSG have been eliminated in the presentation of total Pharmaceutical Distribution revenue. These revenues primarily consisted of ABSG sales
directly to ABDC customer sites or ABSG sales to ABDC's facilities. Total intrasegment revenues were $4.2 billion and $3.4 billion in the fiscal
years ended September 30, 2014 and 2013, respectively.

ABDC's revenue of $101.9 billion increased 42.0% from the prior fiscal year (before intrasegment eliminations). The increase in ABDC's
revenue was primarily due to increased sales to Walgreens of $25.0 billion in the fiscal year ended September 30, 2014, and increased sales
(including new Hepatitis C drugs) to some of our other larger customers.

ABSG's revenue of $19.6 billion increased 11.1% from the prior fiscal year (before intrasegment eliminations) primarily due to increased
sales of certain specialty products and growth in its blood products, vaccine, and specialty distribution businesses. The specialty distribution
business continues to benefit from sales of an ophthalmology drug.

A portion of ABSG's revenue is generated from the distribution of pharmaceuticals to physicians who specialize in a variety of disease
states, especially oncology. Under federal sequestration legislation, Medicare physician reimbursement rates for Part B drugs were reduced on
April 1, 2013. Community oncologists and other specialty physicians that administer drugs under Medicare Part B continue to be impacted by
lower reimbursement rates for specialty pharmaceutical drugs. As a result, some physician practices continue to consider consolidating or selling
their businesses to hospitals. While we service the needs of many hospitals, the continuing shift in this service channel has reduced oncology
revenue. (Refer to item 1A. Risk Factors, in this report, for a more detailed description of this business risk.) ABSG's business may continue to
be adversely impacted in the future by changes in medical guidelines and the Medicare reimbursement rates for certain pharmaceuticals,
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especially oncology drugs administered by physicians. Since ABSG provides a number of services to or through physicians, any changes
affecting this service channel could result in additional revenue reductions.
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A number of our contracts with customers or group purchasing organizations ("GPOs") are typically subject to expiration each year. We
may lose a significant customer or GPO relationship if any existing contract with such customer or GPO expires without being extended,
renewed, or replaced. During the fiscal year ended September 30, 2014, no significant contracts expired. Over the next twelve months, only one
significant contract is scheduled to expire. Our contract with Express Scripts, Inc. ("Express Scripts") expires in September 2015. However, it is
subject to an automatic one year renewal at the election of Express Scripts. Express Scripts accounted for 18% of our revenue in fiscal 2014. Our
revenue, results or operations, and cash flows will be negatively impacted if the Express Scripts contract is not renewed or the terms of the
renewed contract are less favorable than the existing contract.

Other

Revenue in Other increased 17.3% from the prior fiscal year primarily due to our distribution business within ABCS, which benefited from
the launch of two new products in the middle of the prior fiscal year. Increased revenue from World Courier also contributed to the fiscal 2014
revenue growth.

Gross Profit

Fiscal year ended September 30,
(dollars in thousands) 2014 2013 Change
Pharmaceutical Distribution $ 2,771,190 $ 2,272,792 21.9%
Other 534,803 489,145 9.3%
Gains on antitrust litigation settlements 24,436 22,883
LIFO expense (348,063) (277,001)
Gross profit $ 2,982,366 $ 2,507,819 18.9%

Gross profit increased 18.9%, or $474.5 million, from the prior fiscal year.

Pharmaceutical Distribution gross profit increased 21.9%, or $498.4 million, from the prior fiscal year. This increase was primarily due to
the higher brand and generic sales volume to Walgreens, brand and generic price appreciation, and the growth of our non-community oncology
specialty distribution businesses. Gross profit in fiscal 2014 also benefited from income resulting from our participation in the Walgreens and
Alliance Boots procurement joint venture. As a percentage of revenue, Pharmaceutical Distribution gross profit margin of 2.36% in the fiscal
year ended September 30, 2014 decreased 28 basis points from the prior fiscal year. The Pharmaceutical Distribution gross profit margin decline
was primarily due to a significant increase in lower margin business with Walgreens and some of our other larger customers and competitive
pressures on customer margins.

Gross profit in Other increased 9.3%, or $45.7 million, from the prior fiscal year. The increase in gross profit was primarily due to
improved gross margin in World Courier and higher revenue in ABCS' distribution business. As a percentage of revenue, gross profit margin in
Other of 21.84% decreased from 23.43% in the prior fiscal year. This decrease was primarily due to an increase in ABCS' distribution revenue,
which has a lower gross profit margin in comparison to other businesses within Other. These decreases were offset, in part, by increases in the
gross profit margin of World Courier.

We recognized gains of $24.4 million and $22.9 million from antitrust litigation settlements with pharmaceutical manufacturers during the
fiscal years ended September 30, 2014 and 2013, respectively. The gains were recorded as reductions to cost of goods sold. We are unable to
estimate future gains, if any, that we will recognize as a result of antitrust litigation settlements (see Note 13 of the Notes to Consolidated
Financial Statements).

Our cost of goods sold includes a last-in, first-out ("LIFO") provision that is affected by changes in inventory quantities, product mix, and
manufacturer pricing practices, which may be impacted by market and other external influences, many of which are difficult to predict. We
recorded LIFO expense of $348.1 million and $277.0 million in the fiscal years ended September 30, 2014 and 2013, respectively.
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Operating Expenses

Fiscal year ended September 30,
(dollars in thousands) 2014 2013 Change
Distribution, selling and administrative $ 1,587,261 $ 1,333,712 19.0%
Depreciation and amortization 185,290 162,186 14.2%
Warrants 422,739 90,055
Employee severance, litigation and other 8,192 23,467
Total operating expenses $ 2,203,482 $ 1,609,420 36.9%

Distribution, selling and administrative expense increased 19.0%, or $253.5 million, from the prior fiscal year, primarily due to the
on-boarding of our distribution agreement with Walgreens. More specifically, expenses related to payroll, information technology, and delivery
were higher in the current fiscal year.

Depreciation expense increased from the prior fiscal year due to an increase in the amount of capital projects being depreciated.
Amortization expense was comparable to the prior fiscal year.

Warrant expense was $422.7 million and $90.1 million in the fiscal years ended September 30, 2014 and 2013, respectively. The Warrants
were issued in March 2013 in connection with the agreements and arrangements that define our strategic relationship with Walgreens and
Alliance Boots. Future warrant expense could fluctuate significantly. Refer to the Critical Accounting Policies and Estimates Warrants on
page 33 for a more detailed description of the accounting for the Warrants.

Employee severance, litigation and other for the fiscal year ended September 30, 2014 included $6.3 million of deal-related transaction
costs and $1.9 million of employee severance and other costs. Employee severance, litigation and other for the fiscal year ended September 30,
2013 included $23.0 million of deal-related transaction costs (primarily related to professional fees with respect to the Walgreens and Alliance
Boots transaction) and $0.5 million of employee severance and facility closure costs.

As a percentage of revenue, operating expenses were 1.84% in fiscal 2014, up 1 basis point from the prior fiscal year. This increase was
primarily due to the larger Warrant expense in the current fiscal year, offset, in part, by economies of scale as a result of the increased revenue
provided by the Walgreens distribution agreement.

Operating Income

Fiscal year ended September 30,
(dollars in thousands) 2014 2013 Change
Pharmaceutical Distribution $ 1,405,992 $ 1,162,352 21.0%
Other 150,617 128,074 17.6%
Total segment operating income 1,556,609 1,290,426 20.6%
Gains on antitrust litigation settlements 24,436 22,883
LIFO expense (348,063) (277,001)
Acquisition related intangibles amortization (23,167) (24,387)
Warrant expense (422,739) (90,055)
Employee severance, litigation and other (8,192) (23,467)
Operating income $ 778,884 $ 898,399 -13.3%
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Segment operating income is evaluated before gains on antitrust litigation settlements; LIFO expense; acquisition related intangibles
amortization; warrant expense and employee severance, litigation and other.

Pharmaceutical Distribution operating income increased 21.0%, or $243.6 million, from the prior fiscal year due to the increase in gross
profit, offset in part by the increase in operating expenses. As a percentage of revenue, Pharmaceutical Distribution operating income margin
declined 15 basis points from the prior fiscal year due to a significant increase in lower margin business with Walgreens and some of our other
larger customers.
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Operating income in Other increased 17.6%, or $22.5 million, primarily due to the increase in gross profit of World Courier.

Interest expense, interest income, and the respective weighted average interest rates in fiscal 2014 and 2013 were as follows (in thousands):

2014 2013
Weighted Weighted
Average Average
Amount Interest Rate Amount Interest Rate
Interest expense $ 77,703 3.84% $ 75,048 4.72%
Interest income (841) 0.27% (1,151) 0.33%
Interest expense, net $ 76,862 $ 73,897

Interest expense, net increased 4.0%, or $3.0 million, from the prior fiscal year due to an increase of $261.3 million in fixed rate average
borrowings, due to the May 2014 issuance of our $600 million, 1.15% senior notes and our $500 million, 3.40% senior notes, offset in part by
the repayment of our $500 million, 5.875% senior notes in June 2014. In addition, variable rate average borrowings increased $88.1 million to
fund seasonal working capital needs and the on-boarding of the Walgreens business.

Our interest expense in future periods may vary significantly depending upon changes in net borrowings, interest rates, amendments to our
current borrowing facilities, and strategic decisions to deploy our invested cash.

During fiscal 2014, we recorded a $33.0 million loss resulting from the early retirement of our $500 million, 5.875% senior notes due
September 2015 (See Liquidity and Capital Resources).

A significant portion of Warrant expense is not tax deductible. As a result, income taxes in fiscal 2014 reflect an effective tax rate of
57.8%, compared to 40.2% in the prior fiscal year. The fluctuation in our effective tax rate was the result of changes in the valuation of the
Warrants for financial reporting purposes.

Income from continuing operations of $284.0 million decreased 42.4% from the prior fiscal year. Diluted earnings per share from
continuing operations of $1.21 decreased 42.4% from $2.10 in the prior fiscal year. These declines were primarily due to the increases in
Warrant and LIFO expenses and the loss on the early retirement of debt.

Loss from discontinued operations, net of income taxes, for all periods presented includes the operating results of AndersonBrecon ("AB")
and AmerisourceBergen Canada Corporation ("ABCC"). The loss in the fiscal year ended September 30, 2013 includes a goodwill impairment
charge and the loss on the sale of ABCC. This loss is net of a gain on the sale of AB.

Year ended September 30, 2013 compared with Year ended September 30, 2012

Revenue

Fiscal year ended September 30,

(dollars in thousands) 2013 2012 Change

Pharmaceutical Distribution $ 86,063,531 $ 76,689,550 12.2%
Other 2,087,968 1,575,738 32.5%
Intersegment eliminations (192,332) (184,482) 4.3%
Revenue $ 87,959,167 $ 78,080,806 12.7%
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Revenue of $88.0 billion in fiscal 2013 increased 12.7% from the prior fiscal year. This increase was due to the revenue growth of both
Pharmaceutical Distribution and Other.

Pharmaceutical Distribution Segment

The Pharmaceutical Distribution segment grew its revenue by 12.2% from the prior fiscal year. Intrasegment revenues between ABDC and
ABSG have been eliminated in the presentation of total Pharmaceutical Distribution
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revenue. These revenues primarily consisted of ABSG sales directly to ABDC customer sites or ABSG sales to ABDC's facilities. Total
intrasegment revenues were $3.4 billion and $2.6 billion in the fiscal years ended September 30, 2013 and 2012, respectively.

ABDC's revenue of $71.8 billion increased 14.1% from the prior fiscal year (before intrasegment eliminations). The increase in ABDC's
revenue was primarily due to increased sales to Express Scripts of $7.5 billion and Walgreens of $2.9 billion in the fiscal year ended
September 30, 2013. The increased sales were offset in part by the loss of a food and drug retail group purchasing organization ("GPO")
customer, which resulted in a $1.7 billion decrease in revenue in the fiscal year ended September 30, 2013. Additionally, revenue was favorably
impacted by an increase in brand-name pharmaceutical prices and was unfavorably impacted by an increase in the use of lower priced generic
pharmaceuticals. The increased use of generic pharmaceuticals was the result of over 30 brand to generic conversions in fiscal 2012.

ABSG's revenue of $17.6 billion in fiscal 2013 increased 7.6% from the prior fiscal year (before intrasegment eliminations) primarily due
to the growth in its blood products, vaccine, and physician office distribution businesses, and its third party logistics business. The physician
office distribution business benefitted from increased sales of an ophthalmology drug in fiscal 2013. ABSG's revenue growth was partially offset
by a decline in sales to community oncology practices.

Other

Revenue in Other increased $512.2 million from the prior fiscal year primarily due to the $271.1 million incremental revenue contributions
from World Courier, which was acquired in April 2012.

Gross Profit

Fiscal year ended September 30,
(dollars in thousands) 2013 2012 Change
Pharmaceutical Distribution $ 2,272,792 $ 2,323,217 -2.2%
Other 489,145 297,362 64.5%
Gains on antitrust litigation settlements 22,883 14,813
LIFO expense (277,001) (706)
Gross profit $ 2,507,819 $ 2,634,686 -4.8%

Gross profit decreased 4.8%, or approximately $126.9 million, from the prior fiscal year.

Pharmaceutical Distribution gross profit decreased 2.2%, or approximately $50.4 million, from the prior fiscal year. This decrease was
primarily due to the lower gross profit related to the Express Scripts contract, the loss of a food and drug retail GPO customer, the lower number
of generic launches, and the reduced contribution from sales of certain specialty oncology drugs. This decrease was offset, in part, by stronger
price appreciation related to generic drugs and the growth of our non-oncology specialty distribution businesses. As a percentage of revenue,
Pharmaceutical Distribution gross profit margin of 2.64% in the fiscal year ended September 30, 2013 decreased 39 basis points from the prior
fiscal year. The Pharmaceutical Distribution gross profit margin decline in the fiscal year ended September 30, 2013 was primarily due to lower
gross profit margin related to the current Express Scripts contract, the loss of a food and drug retail GPO customer, and competitive pressures on
customer margins.

Gross profit in Other increased by $191.8 million in the fiscal year ended September 30, 2013. The increase in gross profit was primarily
due to the $161.3 million incremental contributions made by our fiscal 2012 acquisition of World Courier. As a percentage of revenue, gross
profit margin in Other of 23.43% in the fiscal year ended September 30, 2013 increased from 18.87% in the prior fiscal year. This increase was
primarily due to the gross profit contributions from our fiscal 2012 acquisition of World Courier.

In fiscal 2013, we recognized a gain of $22.9 million from antitrust litigation settlements with pharmaceutical manufacturers, in
comparison to a gain of $14.8 million in the prior fiscal year. These gains were recorded as reductions to cost of goods sold.
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Our cost of goods sold includes a last-in, first-out ("LIFO") provision that is affected by changes in inventory quantities, product mix, and
manufacturer pricing practices, which may be impacted by market and other external influences. Due to the additional branded inventory that we
were required to purchase to service the Walgreens contract, approximately $1.3 billion, and the impact the branded inventory had on our annual
inflation index, as well as higher brand drug price inflation and lower generic drug price deflation, we recorded a LIFO charge of $277.0 million
in the fiscal year ended September 30, 2013.

Operating Expenses

Fiscal year ended September 30,
(dollars in thousands) 2013 2012 Change
Distribution, selling and administrative $ 1,333,712 $ 1,152,556 15.7%
Depreciation and amortization 162,186 134,375 20.7%
Warrants 90,055
Employee severance, litigation and other 23,467 44,140 -46.8%
Total operating expenses $ 1,609,420 $ 1,331,071 20.9%

Distribution, selling and administrative expense in fiscal 2013 increased 15.7%, or approximately $181.2 million, from the prior fiscal
year, primarily due to the incremental operating costs of our fiscal 2012 acquisition of World Courier and additional costs to support the
on-boarding of our distribution agreement with Walgreens.

Depreciation expense increased from the prior fiscal year due to our fiscal 2012 acquisition of World Courier and due to an increase in
capital projects. Amortization expense increased from the prior fiscal year due to our fiscal 2012 acquisition of World Courier.

Employee severance, litigation and other for the fiscal year ended September 30, 2013 included $23.0 million of deal-related transaction
costs (primarily related to professional fees with respect to the Walgreens and Alliance Boots transaction) and $0.5 million of employee
severance and facility closure costs.

In fiscal 2012, we introduced a number of initiatives, some of which were made possible as a result of efficiencies gained through our ERP
implementation, to improve our operating efficiency across many of our businesses and certain administrative functions. In connection with
these initiatives, we recorded $33.0 million of employee severance and other related costs. Other costs included an estimated $10.3 million
liability to exit our participation in a multi-employer pension plan resulting from a ABDC distribution facility closure in fiscal 2013. In addition,
we incurred $11.1 million of deal-related transaction costs in connection with business combinations.

As a percentage of revenue, operating expenses were 1.83% in fiscal 2013, an increase of 13 basis points from the prior fiscal year. This
increase was primarily due to the Warrant expense and the addition of our fiscal 2012 World Courier acquisition, which has higher operating
expenses as a percentage of revenue. For the Pharmaceutical Distribution segment, as a percentage of revenue, operating expenses were down 10
basis points from the prior fiscal year.

Operating Income

Fiscal year ended

September 30,

(dollars in thousands) 2013 2012 Change
Pharmaceutical Distribution $ 1,162,352 $ 1,254,386 -7.3%
Other 128,074 97,716 31.1%
Total segment operating income 1,290,426 1,352,102 -4.6%
Gains on antitrust litigation settlements 22,883 14,813
LIFO expense (277,001) (7