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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

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

ACT OF 1934
For the quarterly period ended September 30, 2011

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

For the transition period from to

Commission File Number: 1-13252

McKESSON CORPORATION

(Exact name of registrant as specified in its charter)
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Delaware 94-3207296
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)

One Post Street, San Francisco,

California 94104
(Address of principal executive offices) (Zip Code)
(415) 983-8300

(Registrant s telephone number, including area code)

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

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§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 x No ~

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.

Large accelerated filer x Accelerated filer

Non-accelerated filer = (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes ©~ No x

Indicate the number of shares outstanding of each of the issuer s classes of common stock, as of the latest practicable date.

Class Outstanding as of September 30, 2011
Common stock, $0.01 par value 245,560,664 shares
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McKESSON CORPORATION

PART I FINANCIAL INFORMATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(In millions, except per share amounts)

Revenues
Cost of Sales

Gross Profit
Operating Expenses
Litigation Charges

Total Operating Expenses

Operating Income
Other Income, Net
Interest Expense

Income from Continuing Operations Before Income Taxes
Income Tax Expense

Income from Continuing Operations
Discontinued Operation  gain on sale, net of tax

Net Income

Earnings Per Common Share

Diluted

Continuing operations

Discontinued operation  gain on sale
Total

Basic

Continuing operations

Discontinued operation  gain on sale

Total

Dividends Declared Per Common Share

Weighted Average Common Shares
Diluted

Table of Contents

(Unaudited)
Quarter Ended
September 30,
2011 2010
$ 30216 $ 27,534
28,569 26,168
1,647 1,366
1,051 925
118 24
1,169 949
478 417
6 3
(64) (44)
420 376
(124) (121)
296 255
72
$ 296 $ 327
$ 1.18 $ 0.97
0.28
$ 1.18 $ 1.25
$ 1.20 $ 0.99
0.28
$ 1.20 $ 1.27
$ 0.20 $ 0.18
250 262

Six Months Ended
September 30,
2011 2010
$ 60,196 $ 54,984
57,040 52,226
3,156 2,758
2,088 1,843
118 24
2,206 1,867
950 891
14 12
(128) 87)
836 816
(254) (263)
582 553

72

$ 582 $ 625

$ 2.31 $ 2.07
0.27
$ 2.31 $ 2.34

$ 2.35 $ 2.11
0.28

$ 2.35 $ 2.39

$ 0.40 $ 0.36

252 267
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Basic 246 258 247 262
See Financial Notes

Table of Contents



Edgar Filing: MCKESSON CORP - Form 10-Q

Table of Conten

CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS

Current Assets

Cash and cash equivalents
Receivables, net
Inventories, net

Prepaid expenses and other

Total Current Assets

Property, Plant and Equipment, Net
Goodwill

Intangible Assets, Net

Other Assets

Total Assets

LIABILITIES AND STOCKHOLDERS
Current Liabilities

Drafts and accounts payable

Deferred revenue

Deferred tax liabilities

Current portion of long-term debt

Other accrued liabilities

Total Current Liabilities

Long-Term Debt
Other Noncurrent Liabilities

Commitments and Contingent Liabilities (Note 12)

Stockholders Equity

McKESSON CORPORATION

(In millions, except per share amounts)

(Unaudited)

EQUITY

Preferred stock, $0.01 par value, 100 shares authorized, no shares issued or outstanding

Common stock, $0.01 par value, 800 shares authorized at September 30, 2011 and March 31, 2011,

371 and 369 shares issued at September 30, 2011 and March 31, 2011

Additional Paid-in Capital
Retained Earnings

Accumulated Other Comprehensive Income (Loss)

Other

Treasury Shares, at Cost, 126 and 117 at September 30, 2011 and March 31, 2011

Total Stockholders Equity

Table of Contents

September 30,

September 30,

$

2011

3,943
9,525
9,426

368

23,262

1,006
4,487
1,383
1,769

31,907

14,895
1,528
1,028

414
1,980

19,845

3,578
1,368

5,573

8,731
2D
(7,178)

7,116

$

September 30,
March 31,
2011

3,612
9,187
9,225

333

22,357

991
4,364
1,456
1,718

30,886

14,090
1,321
1,037

417
1,861

18,726

3,587
1,353

5,339

8,250

87

10
(6,470)

7,220
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Total Liabilities and Stockholders Equity $ 31,907 $ 30,886

See Financial Notes
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McKESSON CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In millions)

(Unaudited)

Operating Activities

Net income

Discontinued operation  gain on sale, net of tax

Adjustments to reconcile to net cash provided by operating activities:
Depreciation and amortization

Asset impairment charge capitalized software held for sale
Share-based compensation expense

Other non-cash items

Changes in operating assets and liabilities, net of business acquisitions:
Receivables

Inventories

Drafts and accounts payable

Deferred revenue

Litigation charges

Deferred tax benefit on litigation charges

Other

Net cash provided by operating activities

Investing Activities

Property acquisitions

Capitalized software expenditures

Acquisitions of businesses, less cash and cash equivalents acquired
Proceeds from sale of business

Other

Net cash used in investing activities

Financing Activities

Repayments of debt

Common stock share repurchases, including shares surrendered for tax withholding
Common stock issuances

Dividends paid

Other

Net cash used in financing activities

Effect of exchange rate changes on cash and cash equivalents

Net increase (decrease) in cash and cash equivalents

Table of Contents

$1,000,000 $1,000,000
Six Months Ended September 30,
2011 2010
$ 582 625
(72)
271 238
72
78 66
52 81
(435) (145)
(269) 662
880 (417)
191 (178)
118 24
(41) (®)
(32) (150)
1,395 798
(126) (107)
(101) (75)
(191) (34
109
69 12
(349) 95)
a7
(672) (1,547)
82 194
o7 (80)
19 57
(685) (1,376)
(30) (®)
331 (681)
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Cash and cash equivalents at beginning of period 3,612 3,731
Cash and cash equivalents at end of period $ 3,943 $ 3,050

See Financial Notes
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McKESSON CORPORATION
FINANCIAL NOTES

(UNAUDITED)

1.  Significant Accounting Policies

Basis of Presentation: The condensed consolidated financial statements of McKesson Corporation ( McKesson, the Company, or we and other
similar pronouns) include the financial statements of all wholly-owned subsidiaries and majority-owned or controlled companies. Intercompany
transactions and balances have been eliminated. The condensed consolidated financial statements have been prepared in accordance with

accounting principles generally accepted in the United States of America ( GAAP ) for interim financial reporting and the rules and regulations of
the U.S. Securities and Exchange Commission ( SEC ) and, therefore, do not include all information and footnote disclosures normally included

in the annual consolidated financial statements.

To prepare the financial statements in conformity with GAAP, management must make estimates and assumptions that affect the reported
amounts of assets and liabilities as of the date of these financial statements and income and expenses during the reporting period. Actual
amounts may differ from these estimated amounts. In our opinion, the accompanying unaudited condensed consolidated financial statements
include all normal recurring adjustments necessary for a fair presentation of our financial position, results of operations and cash flows for the
interim periods presented.

The results of operations for the quarter and six months ended September 30, 2011 are not necessarily indicative of the results that may be
expected for the entire year. These interim financial statements should be read in conjunction with the annual audited financial statements,
accounting policies and financial notes included in our Annual Report on Form 10-K for the fiscal year ended March 31, 2011 previously filed
with the SEC on May 5, 2011 ( 2011 Annual Report ). Certain prior period amounts have been reclassified to conform to the current period
presentation.

The Company s fiscal year begins on April 1 and ends on March 31. Unless otherwise noted, all references to a particular year shall mean the
Company s fiscal year.

Recently Adopted Accounting Pronouncements

Revenue Recognition: On April 1, 2011, we adopted amended accounting guidance on a prospective basis for multiple-element arrangements
entered into or materially modified on or after April 1, 2011. The amended guidance incorporates the use of a vendor s best estimate of selling
price, if neither vendor specific objective evidence nor third party evidence of selling price exists, to allocate arrangement consideration and
eliminates the use of the residual method. Implementation of this new guidance did not have a material impact on reported net revenues as
compared to net revenues under previous guidance as the incorporation of the use of a vendor s best estimate of selling price and the elimination
of the residual method for the allocation of arrangement consideration did not materially change how we allocate arrangement consideration to
our various products and services or the amount and timing of reported net revenues.

On April 1, 2011, we adopted amended guidance for certain revenue arrangements that include software elements. The guidance amends
pre-existing software revenue guidance by removing from its scope tangible products that contain both software and non-software components
that function together to deliver the product s functionality. The amended guidance was adopted on a prospective basis for revenue arrangements
entered into or materially modified on or after April 1, 2011. The adoption of this amended guidance did not have a material impact on our
condensed consolidated financial statements.

Table of Contents 10
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McKESSON CORPORATION
FINANCIAL NOTES (CONTINUED)

(UNAUDITED)

On April 1, 2011, we adopted amended accounting guidance for vendors who apply the milestone method of revenue recognition to research and
development arrangements. The amended guidance applies to arrangements with payments that are contingent, at inception, upon achieving
substantively uncertain future events or circumstances. The amended guidance was adopted on a prospective basis for milestones achieved on or
after April 1, 2011. The adoption of this amended guidance did not have a material effect on our condensed consolidated financial statements.

Recently Issued Accounting Pronouncements Not Yet Adopted

In May 2011, the Financial Accounting Standards Board ( FASB ) issued amended accounting guidance related to fair value measurements and
disclosure requirements. The amended guidance clarifies the application of existing fair value measurement requirements. The amended
guidance is effective on a prospective basis for us commencing in the fourth quarter of 2012. We do not expect the adoption of the amended
guidance to have a material impact on our consolidated financial statements.

In June 2011, the FASB issued amended accounting guidance related to the presentation of other comprehensive income requiring that
comprehensive income, the components of net income and the components of other comprehensive income be presented either in a single
continuous statement of comprehensive income or in two separate but consecutive statements. While the new guidance changes the presentation
of comprehensive income, there are no changes to the components that are recognized in net income or other comprehensive income as
determined under current accounting guidance. The amended guidance is effective for us on a retrospective basis commencing in the first quarter
of 2013. We do not expect the adoption of the amended guidance to have a material impact on our consolidated financial statements.

In September 2011, the FASB issued amended accounting guidance related to goodwill impairment testing. The new guidance provides the
option to perform a qualitative assessment by applying a more likely than not scenario to determine whether the fair value of a reporting unit is
less than its carrying amount, which may then allow a company to skip the annual two-step quantitative goodwill impairment test depending on
the determination. The amended guidance is effective for us commencing in the first quarter of 2013. Earlier adoption is permitted. We do not
expect the adoption of the amended guidance to have a material impact on our consolidated financial statements.

In September 2011, the FASB issued amended accounting guidance related to disclosures about an employer s participation in a multiemployer
plan. The new guidance requires that employers provide additional quantitative and qualitative disclosures for multiemployer pension plans and
multiemployer other postretirement benefit plans. The amended guidance is effective for us on a retrospective basis commencing in the fourth
quarter of 2012. Earlier adoption is permitted. We are currently evaluating the impact of this new guidance on our consolidated financial
statements.

2.  Business Combinations

On December 30, 2010, we acquired all of the outstanding shares of US Oncology Holdings, Inc. ( US Oncology ) for approximately $2.1 billion,
consisting of cash consideration of $0.2 billion, net of cash acquired, and the assumption of liabilities with a fair value of $1.9 billion. The cash
paid at acquisition was funded from cash on hand. As an integrated oncology company, US Oncology is affiliated with community-based
oncologists, and works with patients, hospitals, payers and the medical industry across all phases of the cancer research and delivery

continuum. The acquisition of US Oncology expands our existing specialty pharmaceutical distribution business and adds practice management
services for oncologists.

Table of Contents 11
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FINANCIAL NOTES (CONTINUED)

(UNAUDITED)

The following table summarizes the preliminary recording of the fair values of the assets acquired and liabilities assumed as of the acquisition
date:

Amounts
Amounts Recognized as
Previously of
Recognized as of Acquisition
Acquisition Date Measurement Date
(Provisional) Period (Provisional
(In millions) M Adjustments as Adjusted)
Current assets, net of cash acquired $ 662 $ 7 $ 655
Goodwill 808 12 820
Intangible assets 1,007 (14) 993
Other long-term assets 354 3) 351
Current liabilities (489) (@8] (490)
Current portion of long-term debt (1,735) (1,735)
Other long-term liabilities (338) 14 (324)
Other stockholders equity 25) (D) (26)
Net assets acquired, less cash and cash equivalents $ 244 $ $ 244

M As previously reported in our Form 10-K for the year ended March 31, 2011.

During the second quarter of 2012, the fair value measurements of assets acquired and liabilities assumed of US Oncology as of the acquisition
date were revised. The measurement period adjustments during the second quarter of 2012 did not have a significant impact on our condensed
consolidated statements of operations, balance sheets or cash flows in any period and, therefore, we have not retrospectively adjusted our
financial statements. These amounts are subject to change within the measurement period as our fair value assessments are finalized. We expect
to finalize our fair value assessments by the third quarter of 2012. Financial results for US Oncology have been included in the results of
operations within our Distribution Solutions segment beginning in the fourth quarter of 2011.

During the last two years, we also completed a number of other smaller acquisitions within both of our operating segments. Financial results for
our business acquisitions have been included in our condensed consolidated financial statements since their respective acquisition dates.
Purchase prices for our business acquisitions have been allocated based on estimated fair values at the date of acquisition.

Goodwill recognized for our business acquisitions is generally not expected to be deductible for tax purposes. Pro forma results of operations for
our business acquisitions have not been presented because the effects were not material to the condensed consolidated financial statements on
either an individual or an aggregate basis.

3.  Asset Impairment Charge Capitalized Software Held for Sale

Our capitalized software held for sale is amortized over three years. At each balance sheet date, or earlier if an indicator of an impairment exists,
we evaluate the recoverability of unamortized capitalized software costs based on estimated future undiscounted revenues net of estimated
related costs over the remaining amortization period. At the end of the second quarter of 2010, our Horizon Enterprise Revenue Managemen
( HZERM ) software product became generally available. In October 2010, we decreased our estimated revenues over the next 24 months for our

tTM
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HzERM software product and as a result, concluded that the estimated future revenues, net of estimated related costs, were insufficient to
recover its carrying value. Accordingly, we recorded a $72 million non-cash impairment charge in the second quarter of 2011 within our
Technology Solutions segment s cost of sales to reduce the carrying value of the software product to its net realizable value.

Table of Contents
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FINANCIAL NOTES (CONTINUED)

(UNAUDITED)

4.  Discontinued Operation

In July 2010, our Technology Solutions segment sold its wholly-owned subsidiary, McKesson Asia Pacific Pty Limited ( MAP ), a provider of
phone and web-based healthcare services in Australia and New Zealand, for net sales proceeds of $109 million. The divestiture generated a
pre-tax and after-tax gain of $95 million and $72 million. As a result of the sale, we were able to utilize capital loss carry-forwards for which we
previously recorded a valuation allowance of $15 million. The release of the valuation allowance is included as a tax benefit in our after-tax gain
on the divestiture. The after-tax gain on disposition was recorded as a discontinued operation in our statement of operations in the second quarter
of 2011. The historical financial operating results and net assets of MAP were not material to our condensed consolidated financial statements
for all periods presented.

5.  Income Taxes

As of September 30, 2011, we had $654 million of unrecognized tax benefits, of which $433 million would reduce income tax expense and the
effective tax rate if recognized. During the next twelve months, it is reasonably possible that audit resolutions and the expiration of statutes of
limitations could potentially reduce our unrecognized tax benefits by up to $163 million. However, this amount may change because we
continue to have ongoing negotiations with various taxing authorities throughout the year.

The U.S. Internal Revenue Service has substantially completed their audit relating to 2003 through 2006 and issued Revenue Agent Reports with
tax assessments of $98 million. We disagree with the tax assessments relating to various transfer pricing issues and the disallowance of the
research and development credits, which comprise most of the tax assessments. We are pursuing administrative relief through the appeals

process. We have received assessments from the Canada Revenue Agency ( CRA ) for a total of $169 million related to transfer pricing for 2003
through 2007. Payments of most of the assessments to the CRA have been made to stop the accrual of interest. We have appealed the assessment
for 2003 to the Tax Court of Canada and have filed a notice of objection for 2004 through 2007. We did not resolve these issues with the CRA
and our trial with the Tax Court of Canada commenced on October 17, 2011. We continue to believe in the technical merits of our tax positions
and that we have adequately provided for any potential adverse results relating to these examinations in our financial statements. However, the
final resolution of these issues could result in an increase or decrease to income tax expense.

In nearly all jurisdictions, the tax years prior to 2003 are no longer subject to examination. We believe that we have made adequate provision for
all remaining income tax uncertainties.

We report interest and penalties on tax deficiencies as income tax expense. At September 30, 2011, our gross accrued interest on unrecognized
tax benefits amounted to $142 million. We recognized an income tax expense of $4 million and $7 million, before any tax benefit, related to
interest in our condensed consolidated statements of operations during the second quarter and first six months ended September 30, 2011. We
have no material amounts accrued for penalties.

6. Earnings Per Common Share

Basic earnings per common share are computed by dividing net income by the weighted average number of common shares outstanding during
the reporting period. Diluted earnings per common share are computed similar to basic earnings per common share except that it reflects the
potential dilution that could occur if dilutive securities or other obligations to issue common stock were exercised or converted into common
stock.

Table of Contents 14
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McKESSON CORPORATION
FINANCIAL NOTES (CONTINUED)

(UNAUDITED)

The computations for basic and diluted earnings per common share are as follows:

Quarter Ended Six Months Ended
September 30, September 30,
(In millions, except per share amounts) 2011 2010 2011 2010
Income from continuing operations $ 296 $ 255 $ 582 $ 553
Discontinued operation  gain on sale, net of tax 72 72
Net income $ 29 $ 327 $ 582 $ 625
Weighted average common shares outstanding:
Basic 246 258 247 262
Effect of dilutive securities:
Options to purchase common stock 1 2 2 3
Restricted stock units 3 2 3 2
Diluted 250 262 252 267
Earnings Per Common Share:
Basic
Continuing operations $ 1.20 $ 099 $ 235 $ 2.11
Discontinued operation  gain on sale 0.28 0.28
Total $ 1.20 $ 1.27 $ 235 $ 239
Diluted
Continuing operations $ 1.18 $ 097 $ 231 $ 2.07
Discontinued operation  gain on sale 0.28 0.27
Total $ 118 $ 125 $ 231 $ 234

(M Certain computations may reflect rounding adjustments.

Potentially dilutive securities include outstanding stock options, restricted stock units and performance-based restricted stock units.
Approximately 1 million and 2 million of potentially dilutive securities were excluded from the computations of diluted net earnings per
common share for the quarters ended September 30, 2011 and 2010 and 4 million and 6 million for the six months ended September 30, 2011
and 2010, as they were anti-dilutive.

7.  Goodwill and Intangible Assets, Net
Changes in the carrying amount of goodwill were as follows:
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(In millions)

Balance, March 31, 2011

Goodwill acquired

Acquisition accounting and other adjustments
Foreign currency translation adjustments

Balance, September 30, 2011

Table of Contents

Distribution
Solutions
$ 2,662
12
(6)
$ 2,668

10

Technology
Solutions
$ 1,702
135
(18)
$ 1819

Total
$ 4364
135
12
(24)
$ 4,487
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FINANCIAL NOTES (CONTINUED)

(UNAUDITED)
Information regarding intangible assets is as follows:
September 30, 2011 March 31, 2011
Weighted
Average
Remaining  Gross Net Gross Net
Amortization Carrying  Accumulated Carrying Carrying  Accumulated Carrying
(Dollars in millions) Period (years) Amount Amortization Amount Amount Amortization Amount
Customer lists 1 $ 1,072 $ (498) $ 574 $ 1,057 $ (444) $ 613
Service agreements 17 696 (34) 662 723 (1) 712
Trademarks and trade names 13 77 (33) 44 76 31) 45
Technology 4 235 (180) 55 204 (170) 34
Other 9 76 (28) 48 76 (24) 52
Total $ 2,156 $ (773) $ 1,383 $2,136 $ (680) $ 1,456

Amortization expense of intangible assets was $49 million and $97 million for the quarter and six months ended September 30, 2011 and

$28 million and $56 million for the quarter and six months ended September 30, 2010. Estimated annual amortization expense of these assets is
as follows: $193 million, $177 million, $163 million, $143 million and $119 million for 2012 through 2016 and $685 million thereafter. All
intangible assets were subject to amortization as of September 30, 2011 and March 31, 2011.

8.  Financing Activities
Accounts Receivable Sales Facility

In May 2011, we renewed our existing accounts receivable sales facility for a one year period under terms substantially similar to those
previously in place. The committed balance of this facility is $1.35 billion, although from time-to-time the available amount of this facility may
be less than $1.35 billion based on accounts receivable concentration limits and other eligibility requirements. The renewed accounts receivable
sales facility will expire in May 2012.

At September 30, 2011 and March 31, 2011, there were no securitized accounts receivable balances or secured borrowings outstanding under
this facility. Additionally, there were no sales of interests to third-party purchaser groups in the quarters and six months ended September 30,
2011 and 2010.

This facility contains requirements relating to the performance of the accounts receivable and covenants relating to the Company. If we do not
comply with these covenants, our ability to use this facility may be suspended and repayment of any outstanding balances under this facility may
be required. At September 30, 2011 and March 31, 2011, we were in compliance with all covenants.

Revolving Credit Facility

In September 2011, we renewed our existing syndicated $1.3 billion five-year senior unsecured revolving credit facility, which was scheduled to
mature in June 2012. This new credit facility has terms and conditions substantially similar to those previously in place and matures in
September 2016. Borrowings under this renewed credit facility bear interest based upon either the London Interbank Offered Rate or a prime
rate. There were no borrowings under this facility during the first six months of 2012 and 2011. As of September 30, 2011 and March 31, 2011,
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there were no borrowings outstanding under this facility.
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(UNAUDITED)

9.  Pension and Other Postretirement Benefit Plans

Net periodic expense for the Company s defined pension and other postretirement benefit plans was $9 million and $21 million for the quarter
and six months ended September 30, 2011 and $8 million and $18 million for the quarter and six months ended September 30, 2010. Cash
contributions to these plans were $13 million and $11 million for the first six months of 2012 and 2011.

10. Financial Instruments

At September 30, 2011 and March 31, 2011, the carrying amounts of cash and cash equivalents, restricted cash, marketable securities,
receivables, drafts and accounts payable and other current liabilities approximated their estimated fair values because of the short maturity of
these financial instruments. All highly liquid debt instruments purchased with original maturity of three months or less at the date of acquisition
are included in cash and cash equivalents. Included in cash and cash equivalents at September 30, 2011 and March 31, 2011 were money market
fund investments of $2.2 billion and $1.7 billion, which are reported at fair value. The fair value of these investments was determined by using
quoted prices for identical investments in active markets, which are considered to be Level 1 inputs under the fair value measurements and
disclosure guidance. The carrying value of all other cash equivalents approximates their fair value due to their relatively short-term nature.

The carrying amounts and estimated fair values of our long-term debt and other financing were $4.0 billion and $4.6 billion at September 30,
2011 and $4.0 billion and $4.3 billion at March 31, 2011. The estimated fair value of our long-term debt and other financing was determined
using quoted market prices and other inputs that were derived from available market information. These are considered to be Level 2 inputs
under the fair value measurements and disclosure guidance, and may not be representative of actual values that could have been realized or that
will be realized in the future.

11. Financial Guarantees and Warranties
Financial Guarantees

We have agreements with certain of our Canadian customers financial institutions under which we have guaranteed the repurchase of our
customers inventory or our customers debt in the event that our customers are unable to meet their obligations to those financial institutions. For
our inventory repurchase agreements, among other conditions, inventories must be in resalable condition and any repurchases would be at a
discount. Inventory repurchase agreements mostly range from one to two years. Our customer debt guarantees are primarily provided to

facilitate financing for certain customers and are generally secured by certain assets of the customer. We also have an agreement with one

software customer that, under limited circumstances, may require us to secure standby financing. Because the amount of the standby financing is
not explicitly stated, the overall amount of this guarantee cannot reasonably be estimated. At September 30, 2011, the maximum amounts of
inventory repurchase guarantees and other customer guarantees were $136 million and $39 million, none of which had been accrued.

In addition, at September 30, 2011, our banks and insurance companies have issued $112 million of standby letters of credit and surety bonds,
which were issued on our behalf mostly related to our customer contracts and in order to meet the security requirements for statutory licenses
and permits, court and fiduciary obligations and our workers compensation and automotive liability programs.

12
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