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Submit your questions to: 

2013cov@gmail.com (email) or 

#CovidienIR (Twitter) 
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Changing Healthcare 

Marketplace 
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Evolving  
Strategy 
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PRELIMINARY WORKING DRAFT; SUBJECT TO CHANGE
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Distribution of professional costs (SFY 2012)

Claim  expenditures

($)

SOURCE: Arkansas Medicaid claims paid, July 2011 – June 2012

Professional cost distribution

Professional costs for each episode

Preliminary working draft; subject to change

Basic cost structure of an AR Medicaid cholecystectomy 

episode

SOURCE: Arkansas Medicaid claims for patients with cholecystectomies between January 1, 2010 – December 31, 2010, outlier episodes excluded 

(cost greater than three standard deviations above mean)
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25%

18%

30%

Pharmacy

Outpatient

64%Professional

$3,563$2,136

Laparoscopic

8%

4%

100% =

49%

Open

2%

Inpatient1

Outpatient cholecystectomies Inpatient cholecystectomies

55% 60%

$4,738

4%

38%

3%
3%

Laparoscopic

100% =

Open

$5,128

3%

34%

Average cost per AR Medicaid episode

Medicaid episodes in 2010, % of total cost by  episode type  

AR MEDICAID DATA

PRELIMINARY

1 Includes inpatient cost throughout entire episode (including cholecystectomy procedure and readmissions)
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Episode average episode cost vs. Risk Multiplier1,2
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Risk adj. multiplier

Risk adj. average episode cost
$

Episode cost risk adjustment analysis (SFY 2012)

Source: Arkansas Medicaid claims paid, July 2011 – June 2012

1 Multiplier determined by combining risk factor adjustments for  additional procedures; tobacco use; shock, sync & vent fibr; GI bleed; diabetes; 

acute renal failure; bleeding disorders

R2= 0.000

Preliminary working draft; subject to change

Open vs. laparoscopic cholecystectomy variation across 

AR Medicaid primary surgeons

Percentage of total cholecystectomies that were open

Number of AR Medicaid primary surgeons by rate of open 

cholecystectomies 

# of primary surgeons, 2010

321

48

12

11

54

50-100%30-50%10-30%0-10%

Surgeons with <5 AR Medicaid episodes

Surgeons with 5+ AR Medicaid episodes

Total number of primary 

surgeons= 122

SOURCE: Arkansas Medicaid claims for patients with cholecystectomies between January 1, 2010 – December 31, 2010, outlier episodes excluded 

(cost greater than three standard deviations above mean)

Average Open Rates

▪ Surgeons with less 

than 5 AR Medicaid 

episodes

= 7%

▪ Surgeons with at 

least 5 AR Medicaid 

episodes

= 5%

▪ Overall = 5%
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Accelerated investment will provide opportunity to win
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* Spoken by at least 10M people 

   2013 estimated net sales by region 

   See Appendix for data sources 
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CCI = Covidien Center of Innovation 

CTC = Covidien Technology Center 

CIEC = Covidien India Engineering Center 
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Submit your questions to: 
2013cov@gmail.com (email) or 

#CovidienIR (Twitter) 
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2009 2010 2011 2012 9 Mo. 2013
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2009 2010 2011 2012 9 Mo. 2013

Geographic profit 
mix – upward 
pressure

67   |  September 12, 2013 



14.1% 

13.2% 

15.1% 

14.5% 

10%
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16%

2009 2010 2011 2012

$3.0B acquisitions:  

Aspect, ev3, 

Somanetics 

$1.2B acquisitions:  

Barrx, Newport, Oridion, 

Maya, superDimension,  

MindFrame 
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Net Sales 

Gross Profit 

% of Sales 

Selling, Gen’l & Admin* 

% of Sales 

R&D expenses 
% of Sales 

In-process R&D  

Restructuring charges 

Shareholder settlements 

Operating income 
% of Sales 

  $7,813                    $7,813 

    4,411                 4,411   

      56.5%                56.5% 

    2,663 $(168)          2,495 

      34.1%             31.9%      

       271                271 

        3.5%              3.5%       

       115    (115)  - 

         34        (34)  - 

       183     (183)              -   

  $1,145   $500      $1,645 
       14.7%            21.1% 
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Operating income 

Net interest expense 

Other income 

Pre-tax income 

Tax Rate 

Income tax expense  

Income* 

Diluted earnings per share* 

  $1,145             $500     $1,645 

     (151)            (151) 

       145      (126)            19 

    1,139      374       1,513 

       56.0%            22.4%  

       638             (299)           339 

  $   501             $673      $1,174 

    $0.99            $1.34        $2.33 
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Covidien Outside U.S. 
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($ millions) 2009 2010 2011 2012

Adjusted income from continuing operations 1,403 1,703 1,974 2,068

Adjusted net interest expense 151 164 181 190

Adjusted income tax rate 25.9% 19.5% 18.3% 17.3%

Adjusted after-tax net interest expense 112 132 148 157

Total return $1,515 $1,835 $2,122 $2,225

Assets

Total assets, as reported $17,139 $20,387 $20,374 $22,257

Minus ROIC adjustments1
3,346 3,330 3,134 3,504

Total assets for ROIC 13,793 17,057 17,240 18,753

Liabilities

Total liabilities, as reported $9,138 $11,413 $10,557 $11,692

Minus ROIC adjustments2
6,080 8,209 7,342 8,236

Total liabilities for ROIC 3,058 3,204 3,215 3,456

Total assets less total liabilities for ROIC $10,735 $13,853 $14,025 $15,297

ROIC 14.1% 13.2% 15.1% 14.5%

1. Cash and cash equivalents, assets held for sale and income tax related assets. 

2. Liabilities associated with assets held for sale, income tax related liabilities and debt.
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