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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, DC 20549

Form 10-Q

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

For the quarter ended December 31, 2009
Commission File Number 1-11373

e =

CardinalHealth
Cardinal Health, Inc.

(Exact name of registrant as specified in its chaer)

Ohio 31-095866¢€
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

7000 CARDINAL PLACE, DUBLIN, OHIO 43017

(Address of principal executive offices and zip cag)

(614) 757-5000

(Registrant’s telephone number, including area code

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wemjuired to file such reports), and
(2) has been subject to such filing requirementsHe past 90 days. Ye&l No [

Indicate by check mark whether the registrant lsnstted electronically and posted on its corpo¥&b site, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 of Regulation S-T (8232.405 of thiapter) during the preceding 12
months (or for such shorter period that the regigtwas required to submit and post such file¥)es No O

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, @accelerated filer, or a smaller
reporting company. See the definitions of “largeederated filer,” “accelerated filer” and “small@porting company” in Rule 12b-2 of the
Exchange Act.

Large accelerated file Accelerated filel O

Non-accelerated file [0 (Do not check if a smaller reporting compa Smaller reporting compar [
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgle Act). Yes[O] No
The number of Registrant’s Common Shares outstgratithe close of business on February 2, 2010awdsllows:

Common Shares, without par value: 361,459,464
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PART I. FINANCIAL INFORMATION
Item 1: Financial Statements
CARDINAL HEALTH, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF EARNINGS
(Unaudited)

(in millions, except per Common Share amounts)

Three Months Ended Six Months Ended
December 31, December 31,
2009 2008 2009 2008

Revenue $24,919. $24,117.0 $49,700.. $47,554.
Cost of products sol 23,962. 23,202. 47,833.! 45,738.1
Gross margir 957.1 915.1 1,866. 1,816.:
Operating expenst

Distribution, selling, general and administratiupense: 605.2 578.t 1,191.: 1,168.¢

Restructuring and employee severa 10.7 16.¢ 70.2 37.¢

Impairments and loss on sale of as: 0.4 6.S 24.C 10.t

Litigation (credits)/charges, n (25.9) (0.3 (25.9 (0.3
Operating earning 366.¢ 313.] 606.7 599.7
Other (income)/expense, r (25.6) 19.7 (34.5 22.2
Interest expense, n 27.2 22.2 61.: 51.2
Loss on extinguishment of de — — 39.¢ —
Earnings before income taxes and discontinued tipes 365.( 271.2 540.( 526.1
Provision for income taxe 134.¢ 102.2 371.¢ 184.¢
Earnings from continuing operatio 230.2 169.( 168.4 341.2
Earnings from discontinued operations (net of tegpemse of $2.4 and $56.7,

respectively, for the three months ended Decembg2@09 and 2008 and $28.4
and $88.7, respectively, for the six months endedenber 31, 2009 and 20( 4.3 147.F 27.¢ 224.¢

Net earnings $ 234f $ 316f $ 196.° $ 565.¢
Basic earnings per Common She

Continuing operation $ 06¢£ $ 04 $ 047 $ 0.9¢

Discontinued operatior 0.01 0.41 0.0¢ 0.62

Net basic earnings per Common Sk $ 068 $ 08 $ 058 $ 1.5¢
Diluted earnings per Common Sha

Continuing operation $ 062 $ 047 $ 047 $ 0.9

Discontinued operatior 0.01 0.41 0.07 0.62

Net diluted earnings per Common Sh $ 06t $ 08 $ 05 §$ 157
Weighted average number of Common Shares outsigr

Basic 359.( 357.% 359.1 357.(

Diluted 361.( 360.: 361.] 361.:
Cash dividends declared per Common S| $ 0178 $ 014C $ 035 $ 0.28(

See notes to condensed consolidated financiahsémes.

3



Table of Contents

CARDINAL HEALTH, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(in millions)

ASSETS
Current asset:
Cash and equivalen
Trade receivables, n
Inventories
Prepaid expenses and otl
Assets from businesses held for sale and discadioperation
Total current asse

Property and equipment, at ci
Accumulated depreciation and amortizat
Property and equipment, r
Other assets

Investment in CareFusic

Goodwill and other intangibles, n

Other

Total asset

LIABILITIES AND SHAREHOLDERS ' EQUITY
Current liabilities:
Current portion of lon-term obligations and other sh-term borrowings
Accounts payabl
Other accrued liabilitie
Liabilities from businesses held for sale and disicmed operation
Total current liabilities
Long-term obligations, less current portion and othert-term borrowings
Deferred income taxes and other liabilit
Shareholder equity:
Preferred Shares, without par value: Authori- 0.5 million shares, Issue- none

Common Shares, without par value: Authorized —@B&illion shares, Issued — 363.6 million

shares and 363.7 million shares at December 38 2066 June 30, 2009, respectiv
Retained earning

Common Shares in treasury, at cost, 2.3 millioreshand 3.7 million shares at December 31,

2009 and June 30, 2009, respecti
Accumulated other comprehensive inca

Total shareholde’ equity
Total liabilities and sharehold¢ equity

See notes to condensed consolidated financiahsémes.
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December 31

June 30,
2009 2009
(Unaudited)
$ 1,746.¢ $ 1,221.¢
4,927." 5,214.¢
7,961.( 6,832.¢
674.1 523.(
148.¢ 7,189.¢
15,458.. 20,981,
3,105.¢ 3,139.¢
(1,682.7) (1,675.)
1,423.: 1,464."
897.4 —
2,294, 2,266.¢
747.¢ 405.5
$ 20,821.! $25,118.!
$ 12.7 $ 366.C
10,543.: 9,041.¢
1,609.¢ 1,496.:
37.% 1,370.¢
12,203.( 12,275..
2,099.; 3,271.¢
1,293.: 847.:
2,893.( 3,031.¢
2,306.t 5,953.¢
(173.9 (343.0
200.4 82.2
5,226.: 8,724.
$ 20,821.! $25,118.!
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CARDINAL HEALTH, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(in millions)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net earning:
Earnings from discontinued operatic
Earnings from continuing operatio
Adjustments to reconcile earnings from continuipgmtions to net cash provided by operating awsvi
Depreciation and amortizatic
Loss on extinguishment of de
Gain on sale of CareFusion common st
Impairments and loss on sale of as
Share based payment compensa
Provision for bad debt
Change in operating assets and liabilities, neffefcts from acquisition:
Decrease/(increase) in trade receiva
Increase in inventorie
Increase in accounts payal
Other accrued liabilities and operating items,
Net cash provided by/(used in) operating activi- continuing operation
Net cash provided by operating activit— discontinued operatior

Net cash provided by operating activit

CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of subsidiaries, net of divestitureslamsh acquire
Proceeds from sale of property and equipn
Additions to property and equipme
Proceeds from sale of CareFusion common ¢
Net cash provided by/(used in) investing activi— continuing operation
Net cash used in investing activit— discontinued operatior

Net cash provided by/(used in) investing activi

CASH FLOWS FROM FINANCING ACTIVITIES:

Net change in commercial paper and s-term borrowings

Reduction of lon-term obligations

Proceeds from lor-term obligations, net of issuance cc

Proceeds from issuance of Common Sh

Tax (expense)/benefit from stock optic

Payment of premiums for debt extinguishm

Dividends on Common Shar

Purchase of treasury sha
Net cash used in financing activiti- continuing operation
Net cash provided by/(used in) financing activi— discontinued operatior

Net cash used in financing activiti

NET INCREASE/(DECREASE) IN CASH AND EQUIVALENTS
CASH AND EQUIVALENTS AT BEGINNING OF PERIOD
CASH AND EQUIVALENTS AT END OF PERIOD

SUPPLEMENTAL INFORMATION
Non-cash investing and financing transactions
Investment in CareFusic
Non-cash dividend in connection with S-Off

See notes to condensed consolidated financiahstats.
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Six Months Ended

December 31,

2009 2008
$ 196. $ 565.¢
(27.9) (224.9)
168.¢ 341.z
125.¢ 116.1
39.¢ —
(20.0) —
24.C 10.t
42.1 50.z
21.4 21.¢
269. (238.6)
(1,127.) (1,820.)
1,499.; 1,299.;
(259.0) (286.9)
783.¢ (506.9)
146.¢ 717.€
930.¢ 211.2
(32.0) (6.2)
4.3 12.:
(79.9) (130.5)
135.( —
27.4 (124.9)
(9.9) (51.7)
17. (176.))
— 101.1
(1,484.9 (304.5)
— 21.¢
27.¢ 20.7
(6.2) 2.2
(66.4) —
(127.2) (100.0)
(50.0) —
(1,706.) (259.0)
1,283.¢ (2.3)
(422.9) (261.9)
525. (226.7)
1,221 ¢ 808.¢
$1,7468 $ 582.¢
863.1 —
3,728.¢ —
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CARDINAL HEALTH, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Spin-Off of CareFusion Corporation

Effective August 31, 2009, Cardinal Health, Inbe(t Company”}completed the distribution to its shareholderspgfraximately 81% c
the then outstanding common stock of CareFusiop@ation (“CareFusion”), with the Company retain#iy4 million shares of CareFusion
common stock (the “Spin-Off"\Under the requirements of the Private Letter Rutibtained from the Internal Revenue Service, thea@my
is required to dispose of the retained shares oékision common stock within five years of the Spii During the second quarter of fiscal
2010, the Company disposed of approximately 5.5anishares of CareFusion common stock. Refer tie [8dor additional information.
While Cardinal Health is a party to a separatioreament and various other agreements relatingetseéparation, including a transition
services agreement, a tax matters agreement, doyammatters agreement, intellectual propertyegents and certain other commercial
agreements, the Company has determined that itdhagnificant continuing involvement in the opéas of CareFusion. Accordingly, the
net assets of CareFusion are presented separatblgse condensed consolidated financial staterasrassets from businesses held for sale
and discontinued operations and the operatingtsestiCareFusion are presented within discontiraptations for all periods presented
through the date of the Spin-Off. The Company nedicertain surgical and exam gloves, surgicaleramd apparel and fluid management
businesses previously within the Clinical and MatRroducts segment following the Spin-Off.

For fiscal 2009, the Company had three reportadenents —Healthcare Supply Chain Services, Clinical and MaldProducts and A
Other. Effective July 1, 2009, the Company chantgeportable segments to: Pharmaceutical, MedicdICareFusion. The Pharmaceutical
segment encompasses the businesses previousin withHealthcare Supply Chain Services segmentikibuted pharmaceutical,
radiopharmaceutical and over-the-counter healthmaréucts as well as the businesses previouslyimitie All Other segment. The Medical
segment encompasses the remaining businesses thighittealthcare Supply Chain Services segment hasveertain surgical and exam
gloves, surgical drapes and apparel and fluid memagt businesses previously within the Clinical Btedlical Products segment. The
CareFusion segment encompasses the businessemughgwiithin the Clinical and Medical Products segpexcluding the above-referenced
surgical and exam gloves, surgical drapes and apgad fluid management businesses and includésisihesses included in the Spin-Off.

In connection with the Spin-Off, the Company rearigad its reportable segments into two segmentstrRéceutical and Medical. See
Note 14 for information about these segme

Relationship between the Company and CareFusion

On July 22, 2009, the Company and CareFusion ahiste a separation agreement to effect the Spfra@d provide a framework for
the relationship between the Company and CareFadtenthe Spin-Off. In addition, on August 31, 20the Company and CareFusion
entered into a transition services agreement, antgtiers agreement, an employee matters agreeimietiectual property agreements and
certain other commercial agreements. These agrésniecluding the separation agreement, providefiocation between the Company and
CareFusion of the Company’s assets, employeedjtleand obligations (including its investmenpspperty and employee benefits and tax-
related assets and liabilities) attributable taquks prior to, at and after the Spin-Off and govegrtain relationships between the Company
and CareFusion after the Spin-Off. The CompanyGaFusion also entered into a stockholder’s agidtration rights agreement pursuant
to which, among other things, CareFusion agredstipan the request of the Company, CareFusionusélits commercially reasonable
efforts to effect the registration under applicaleléeral and state securities laws of any shar€aoéFusion common stock retained by
Cardinal Health.

Pursuant to the transition services agreementhéothree months ended December 31, 2009, the Gogmpeaognized approximately
$42.5 million in transition service fee income whigpproximately offsets the costs associated withiging the transition services. The
Company has recognized $55.2 million in transigervice fee income year-to-date since the SpinAftlitionally, the Company purchased
$167.2 million of CareFusion trade receivables pan$ to an accounts receivable factoring arrangebetween the Company and
CareFusion during the three months ended Decembh@0®9. The Company has purchased $273.5 milfid@aoeFusion trade receivables
yearto-date since the Spin-Off.

Basis of Presentation

The condensed consolidated financial statemertteed€ompany include the accounts of all majorityaed subsidiaries and all
significant intercompany amounts have been elireithaReferences to the “Company” or “Cardinal Heatththese condensed consolidated
financial statements shall be deemed to be refessticCardinal Health, Inc. and its majority-owsedbsidiaries unless the context otherwise
requires.
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The condensed consolidated financial statements begn prepared in accordance with the U.S. Sexsusihd Exchange Commission
(“SEC") instructions to Quarterly Reports on FortQ and include all of the information and disclesurequired by accounting principles
generally accepted in the United States (“GAAPY)ifdgerim financial reporting. The preparation ofancial statements in conformity with
GAAP requires management to make estimates andhasisms that affect amounts reported in the congérensolidated financial
statements and accompanying notes. Actual amousysdiffer from these estimated amounts. In addjtaperating results presented for this
fiscal 2010 interim period are not necessarily ¢ative of the results that may be expected fofuhlidiscal year ending June 30, 2010.
Beginning in the first quarter of fiscal 2010, thempany changed the presentation of certain itamte@condensed consolidated statements
of earnings. Prior periods have been adjustednfocm with this new presentation. The Company lisslased all material subsequent ev:
through February 5, 2010, the date the financakstents were issued.

These condensed consolidated financial statementsnaudited and are presented pursuant to the ankk regulations of the SEC.
Accordingly, the condensed consolidated finandetiesnents included in this Quarterly Report on F&f¥Q (this “Form 10-Q”") should be
read in conjunction with the audited consolidatedricial statements and related notes containgtiCompany’s Annual Report on Form
10-K for the fiscal year ended June 30, 2009, aktgul by the Company’s Form 8-K filed on Novemb&r2009 (“FY2009 Financial
Statements”). Note 1 of the “Notes to Consoliddtethncial Statementsfom the FY2009 Financial Statements is specifjcaltorporated il
this Form 10-Q by reference. In the opinion of ngeraent, all adjustments necessary for a fair ptasen of the condensed consolidated
financial statements have been included. Excepisatosed elsewhere in this Form 10-Q, all suchigtdjents are of a normal and recurring
nature.

Revenue Recognition. The Company recognizes revenue when persuasiversmgdf an arrangement exists, product delivery has
occurred or the services have been rendered, iteiprfixed or determinable and collectabilityréasonably assured. Revenue is recognized
net of sales returns and allowances.

Pharmaceutical This segment recognizes distribution revenue wvittlertransfers to its customers and the busihassno further
obligation to provide services related to such manclise.

Revenue within this segment includes revenue fratk tustomers. Most deliveries to bulk customenssest of product shipped in the
same form as the product is received from the neatufer. Bulk customers have the ability to prodasge quantities of products in central
locations and self distribute these products ta thdividual retail stores or customers. Revermaart bulk customers is recorded when title
transfers to the customer and the Company hasrtiefibbligation to provide services related tohsmerchandise.

Revenue for deliveries that are directly shippedustomer warehouses from the manufacturer whetebompany acts as an
intermediary in the ordering and delivery of protdus recorded gross in accordance with accourstimgdards addressing reporting revenue
on a gross basis as a principal versus on a nigt &&an agent. This revenue is recorded on a besss since the Company incurs credit risk
from the customer, bears the risk of loss for inptEte shipments and does not receive a separate tsenmission for the transaction and, as
such, is the primary obligor.

Radiopharmaceutical revenue is recognized uponretgliof the product to the customer. Servielted revenue, including fees recei
for analytical services or sales and marketingisesy is recognized upon the completion of suchices.

Pharmacy management and other service revenueagmezed as the services are rendered accorditig twontracts established. A fee
is charged under such contracts through a capitédi®, a dispensing fee, a monthly managementrfaa actual costs-incurred arrangement.
Under certain contracts, fees for services areaguieed by the Company not to exceed stipulated araau have other risk-sharing
provisions. Revenue is adjusted to reflect theresttd effects of such contractual guarantees akesharing provisions.

Through its Medicine Shoppe International, Inc. Metlicap Pharmacies Incorporated franchise opemficollectively, “Medicine
Shoppe”), the Company has apothecary-style pharrfinanghisees from which it earns franchise andioaigon fees. Franchise fees represent
monthly fees that are either fixed or based upandhisees’ sales and are recognized as revenuethdyeare earned. Origination fees from
signing new franchise agreements are recognizegvasiue when the new franchise store is opened.

Medical. This segment recognizes distribution revenue witlertransfers to its customers and the busihassno further obligation to
provide services related to such merchandise. Revfom the sale of medical products and suppdieedognized when title and risk of loss
transfers to its customers, which is typically upletivery.

Multiple Segments or Business Unit&rrangements involving multiple segments or basgwnits containing no software or software
which is incidental to the functionality of the pitgct or service are accounted for as revenue agraegts with multiple deliverables. If the
deliverable meets the criterion of a separateafraccounting, the arrangement revenue is allodatedch element based upon its relative
value and recognized in accordance with the apgkceevenue recognition criteria for each element.
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Recent Financial Accounting Standards

In December 2007, the FASB issued new accountiigpgee on the accounting and reporting for busigessbinations and minority
interests in consolidated financial statementss Goidance is effective for fiscal years beginraftgr December 15, 2008. The adoption of
this new accounting guidance in the first quarfeiscal 2010 did not have a material impact on@wmpany’s financial position or results of
operations; however, it may have an impact on the@any’s accounting and disclosure practices fluréubusiness combinations.

In June 2008, the FASB issued new accounting gaeladdressing whether instruments granted in dh@sed payment transactions
participating securities prior to vesting and, gfere, need to be included in the computation ofiegs per share. This guidance is effective
for fiscal years beginning after December 15, 2@08 interim periods within those fiscal years. Bdeption of this new accounting guida
in the first quarter of fiscal 2010 did not havmaterial impact on the Company’s financial positosrresults of operations.

In June 2009, the FASB issued new accounting gaelan the accounting for transfers of financiab&ssThis guidance improves the
relevance, representational faithfulness and coatgility of information provided about a transferfofancial assets, the effects of a transfer
of financial assets on an entity’s financial stateis, and a transferor’s continuing involvemenany, in financial assets transferred. This
guidance is effective for fiscal years beginningaNovember 15, 2009. The Company is in the pmoésletermining the impact of adopting
this new accounting guidance.

In June 2009, the FASB issued new accounting gaielasgarding the consolidation of variable inteeggities. This guidance improves
the financial reporting by enterprises involvedharariable interest entities. This guidance isaffe for fiscal years beginning after
November 15, 2009. The Company is in the procesetrmining the impact of adopting this new ace¢mgnguidance

In June 2009, the FASB issued the Accounting Stalsd@odification (the “Codification”), which becarttee source of authoritative
GAAP recognized by the FASB to be applied by nomgpnental entities effective July 1, 2009. Ruled emerpretive releases of the SEC
under authority of federal securities laws are alsarces of authoritative GAAP for SEC registraBf$ective July 1, 2009, the Codification
superseded all then-existing non-SEC accountinggpaiting standards. The adoption of this new aweting guidance in the first quarter of
fiscal 2010 did not have an impact on the Compafigancial position or results of operations. Thentpany has updated its disclosures in
the notes to the financial statements to refleetuppdated accounting guidance.

2. RESTRUCTURING AND EMPLOYEE SEVERANCE
Restructuring Policy

The Company classifies a restructuring activitagsogram whereby the Company fundamentally chaitgeperations such as closing
facilities, moving manufacturing of a product tam#rer location or outsourcing the production ofaduct. Restructuring activities may also
involve substantial relignment of the management structure of a businegs$n response to changing market conditionsalility for a cos
associated with an exit or disposal activity isogruzed and measured initially at its fair valuéha period in which it is incurred except for a
liability for a one-time termination benefit whichrecognized over its future service period.

Restructuring and Employee Severance

Effective July 1, 2008, the Company consolidatsediisinesses into two primary operating and replartsegments to reduce costs and
align resources with the needs of each segmentcdsts incurred related to this consolidation dytime three months ended December 31,
2008 were $(0.9) million and for the six months @tdecember 31, 2009 and 2008 were $1.0 million$dr7d2 million, respectively. In
connection with the Spin-Off, these reportable segimhave since been reorganized. Refer to Nadesl 114 for additional information
regarding the Company’s current reportable segments

Also, during fiscal 2009 and the first half of #2010, the Company incurred restructuring expensiated to the Spin-Off consisting
of employee-related costs, costs to evaluate aaduta the transaction, costs to separate certaatiéuns and information technology systems
and other one-time transaction related costs. dbtsdncurred related to this restructuring dutimgthree months ended December 31, 2009
and 2008 were $6.6 million and $12.7 million, regpely, and for the six months ended Decembe2809 and 2008 were $56.1 million and
$13.0 million, respectively.

In addition to the restructuring programs discussealve, from time to time the Company incurs casisplement smaller restructuri
efforts for specific operations within its segmenitsese restructuring plans focus on various aspg#aiperations, including closing and
consolidating certain manufacturing and distribaitigperations, rationalizing headcount, and aligmipgrations in the most strategic and cost-
efficient structure.
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The following table summarizes activity relatedlie Company’s restructuring and employee severeosts during the three and six
months ended December 31, 2009 and 2008:

Three Months Ended Six Months Ended
December 31, December 31,
(in millions) 2009 2008 2009 2008
Employee related costs ( $ 21 $ 01 $ 292 $ 211
Facility exit and other costs ( 8.€ 16.€ 41.2 16.5
Total restructuring and employee severs $ 107 $ 16 $ 704 $ 37.€

(1) Employee-Related Costs. These costs primarily consist of one-time termorabenefits provided to employees who have been
involuntarily terminated and duplicate payroll coduring transition periods. In addition, during gix months ended December 31,
2009, the Company incurred $18.6 million of coslated to the retirement of its former Chairman @hief Executive Officer upon
completion of the Sp-Off.

(2) Facility Exit and Other Costs. Facility exit and other costs consist of acceletatepreciation, equipment relocation costs, project
consulting fees and costs associated with restingtthe Company’s delivery of information techngydnfrastructure services. In
addition, facility exit and other costs includete@r costs related to the Spin-Off such as cosévatuate and execute the transaction,
costs to separate certain functions and informagchnology systems and other -time transaction related cos

Restructuring and Employee Severance Accrual Rollforward

The following table summarizes activity relatedisiilities associated with the Company’s restructy and employee severance
activities during the six months ended Decembe2809:

Employee Relatet Facility Exit and
(in millions) Costs Other Costs Total
Balance at June 30, 2009 | $ 14.C $ 17.2 $31.2
Additions 29.2 41.2 70.2
Payments and other adjustme (25.9 (44.7) (70.9
Balance at December 31, 2009 $ 17.4 $ 13.7 $31.1

(1) Included within employee related costs are @asrof $6.3 million and $10.6 million at June 2009 and December 31, 2009,
respectively, related to the Spin-Off. Includedhiitfacility exit and other costs are accruals b.$ million and $5.9 million at June
30, 2009 and December 31, 2009, respectively aelat the Spi-Off.

3. IMPAIRMENTS AND LOSS ON SALE OF ASSETS

During the six months ended December 31, 2009Ctrapany recognized a $20.0 million impairment ledated to the write-down of
SpecialtyScripts, LLC (“SpecialtyScripts”), a busas within the Pharmaceutical segment, to expdatedalue less costs to sell. See Note 4
for further information regarding the anticipatedesof SpecialtyScripts.

4. DISCONTINUED OPERATIONS AND ASSETS HELD FOR SALE
CareFusion

Effective August 31, 2009, the Company completeddistribution to its shareholders of approximat&lys of the then outstanding
common stock of CareFusion, with the Company retgid1.4 million shares of CareFusion common stacki met the criteria for
classification as discontinued operations in thenany’s financial statements. During the secondtquaf fiscal 2010, the Company
disposed of approximately 5.5 million shares oféFarsion common stock. The Company’s investmentireRusion common stock does not
provide the Company the ability to influence thew@ting or financial policies of CareFusion andaadigly does not constitute significant
continuing involvement. Furthermore, while the C@myp is a party to a separation agreement and \@adther agreements relating to the
separation, including a transition services agregngetax matters agreement, an employee matteesmgnt, intellectual property agreem
and certain other commercial agreements, the Coynipas determined that the continuing cash flowsggrd by these agreements, which
are expected to be eliminated within 5 years, sthvestment in CareFusion common stock, do nestitite significant continuing
involvement in the operations of CareFusion. Acewly, the net assets of CareFusion are preseefatately as discontinued operations
the operating results are presented within disnaetl operations for all periods presented throhgtdate of the Spin-Off.
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The results of CareFusion included in discontinaperations for the three and six months ended DeeeBi, 2009 and 2008 are
summarized as follows:

Three Months Ended Six Months Ended
December 31, December 31,
(in millions) 2009 2008 2009 (1 2008
Revenue $— $ 957.C $592.1  $1,840.¢
Earnings before income taxes and discontinued tpes — 200.2 43.7 304.1
Income tax expens — (53.9 (23.6) (83.])
Earnings from discontinued operatic — 147.C 20.1 221.C

(1) Reflects the results of CareFusion through AugisB09, the effective date of the S-Off.

Interest expense allocated to discontinued operafior CareFusion was $16.5 million for the threenths ended December 31, 2008
and $12.8 million and $38.1 million for the six ntles ended December 31, 2009 and 2008, respectlmgdyest expense was allocated
considering the debt issued by CareFusion in cdiorewith the Spin-Off and the overall debt balawf¢he Company. In addition, a portion
of the corporate costs previously allocated to Eas®on have been reclassified to the remainingsegments.

There were no assets and liabilities from busirehs#d for sale for CareFusion at December 31, 2809une 30, 2009, the major
components of assets and liabilities from busirehstd for sale for CareFusion were as follows:

June 30,

(in millions) 2009
Current assel $1,832.(
Property and equipme 408.t
Other asset 4,774..
Total asset $7,014.
Current liabilities 469.2
Long-term debt and othe 875.
Total liabilities $1,344.¢

Cash flows from discontinued operations are presesgparately on the Company’s condensed consadidtitements of cash flows.

PTS Business

See Note 7 of the “Notes to Consolidated Finariatements” from the FY2009 Financial Statemeptsinfformation regarding the
sale of the former Pharmaceutical TechnologiesSerdices segment, other than certain generic-fachesinesses (the “PTS Business”),
during the fourth quarter of fiscal 2007.

The Company incurred minor amounts of activity tedeto the PTS Business during the three and siximsended December 31, 2008
as a result of changes in certain estimates mathe &me of the sale, activity under a transit@nvices agreement and other adjustments
loss related to the PTS Business included in disooed operations was $0.2 million and $0.8 millfonthe three and six months ended
December 31, 2009, respectively. The loss relatedet PTS Business included in discontinued opmrativas $2.4 million and $3.1 million
for the three and six months ended December 318,2@86pectively.

The liabilities of the PTS Business included ifbiidies held for sale were $1.4 million as of Dedger 31, 2009 and June 30, 2009.

Cash flows from discontinued operations are presesgparately on the Company’s condensed consadidtitements of cash flows.

Other

During the fourth quarter of fiscal 2009, the Compaommitted to plans to sell its United Kingdonséd Martindale injectable
manufacturing business (“Martindale”) within its@maceutical segment, and met the criteria forsfiaation as assets held for sale in the
Companys financial statements. Accordingly, the net assEldartindale are presented separately as helddierand discontinued operatic
and the operating results are presented withirodistued operations for all periods presented. myuthe fourth quarter of fiscal 2009, the
Company also committed to plans to sell Speciatip8cwithin its Pharmaceutical segment, and mefcifiteria for classification as held for
sale in the Company’s financial statements. Acewlyi the net assets of this business are pressefEtately as assets held for sale on the
Company'’s condensed consolidated balance sheetcaniiber 31, 2009 and June 30, 2009. The resuBpetfialtyScripts are reported within
earnings from continuing operations on the Compmoghdensed consolidated statements of earningsibedt did not satisfy the criteria for
classification as discontinued operations. Addaibn the net assets held for sale of Specialtyfs&nivere recorded at the net expected fair
value less costs to sell, as this amount was Ithear its net carrying value (see Note 3 for furthéormation).
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The results of Martindale included in discontinwgrations for the three and six months ended Deeefil, 2009 and 2008 are
summarized as follows:

Three Months Ended Six Months Ended
December 31, December 31,
(in millions) 2009 2008 2009 2008
Revenue $ 30.€ $ 24.€ $59.€ $50.¢
Earnings before income taxes and discontinued tpes 6.4 4.C 12.c 9.1
Income tax expens (1.9 (1.7 3.7 (2.6)
Earnings from discontinued operatic 4.t 2.8 8.6 6.5

Cash flows from discontinued operations are presesgparately on the Company’s condensed consadidtitements of cash flows.

At December 31, 2009 and June 30, 2009, the majoponents of assets and liabilities from businebst&sfor sale related to
Martindale and SpecialtyScripts were as follows:

December 31 June 30

(in millions) 2009 2009
Current assel $ 59.1 $ 74.2
Property and equipme 22.¢ 19.2
Other asset 67.C 81.2
Total asset $ 148« $174.%
Current liabilities 28.2 16.5
Long-term debt and othe 7.7 8.4
Total liabilities $ 35.¢ $ 24.¢

5. GOODWILL AND OTHER INTANGIBLE ASSETS
Goodwill

The following table summarizes the changes in #reying amount of goodwill by segment for the simnths ended December 31,
2009:

(in millions) Pharmaceutica Medical Total
Balance at June 30, 20 $ 1,232 $963.7 $2,196.1
Gooduwill acquired—net of purchase price adjustmeiotgign currency

translation adjustments and otl 32.5 10.4 42.¢
Balance at December 31, 2C $ 1,265. $974.1 $2,239.¢

Due to the SpirGff and reorganization of the reporting units, gedlwas tested for impairment in the first quartérfiscal 2010. Base
on this analysis, there was no impairment. The Gomjs determination of estimated fair value of tporting units is based on a
combination of a discounted cash flow analysisu#tiple of earnings before interest, taxes, detémi and amortization (“EBITDA”and, if
available, a review of the price/earnings ratiogablicly traded companies similar in nature, scapeé size of the respective reporting units.
The discount rates used for impairment testingoased on the risk-free rate plus an adjustmenidkifactors. The EBITDA multiples used
for impairment testing are judgmentally selectedgdabon factors such as the nature, scope andfdize applicable reporting unit. The use of
alternative estimates, peer groups or changesimthustry, or adjusting the discount rate, EBITBWiItiples or price earnings ratios used
could affect the estimated fair value of the rejpgrunits and potentially result in goodwill impaient.

The allocations of the purchase price related ttagesmall acquisitions are not yet finalized amnd subject to adjustment as the
Company completes the valuation analyses for thegaisitions.
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I ntangible Assets

Intangible assets with definite lives are amortinedr their useful lives which range from thredvienty years. The detail of other
intangible assets by class as of June 30, 200®andmber 31, 2009 is as follows:

Accumulated

Gross Net
(in millions) Intangible Amortization Intangible
June 30, 200
Unamortized intangible:
Trademarks and pater $ 11. $ o $ 11.¢
Total unamortized intangible 11.4 — 11.4
Amortized intangibles
Trademarks and pater 30.2 12.€ 17.c
Non-compete agreemer 3.9 285 1.4
Customer relationshiy 46.€ 35.1 11.
Other 66.2 37.4 28.¢
Total amortized intangible 146.¢ 87.¢ 59.C
Total intangibles $ 158.C $ 87.€ $ 704
December 31, 20C
Unamortized intangible:
Trademarks and pater $ 9.2 $ — $ 9.2
Total unamortized intangible 9.2 — 9.2
Amortized intangibles
Trademarks and pater 22.1 13.1 9.C
Non-compete agreemer 4.1 2.7 14
Customer relationshiy 49.7 38.4 11.5
Other 63.C 38.€ 24.4
Total amortized intangible 138.¢ 92.¢ 46.1
Total intangibles $ 148.1 $ 92.¢ $ b55.8

There were no significant acquisitions of otheangible assets during the periods presented. Anatidin expense for the three and six
months ended December 31, 2009 was $2.6 milliors&r@ million, respectively, and $3.3 million and.$ million, respectively, during the
comparable prior year periods.

Amortization expense for each of the next fivedisgears is estimated to be:

(in millions) 2010 2011 2012 2013 2014
Amortization expens $11.C $9.1 $4.€ $3.2 $1.7

6. INVESTMENT IN CAREFUSION
The following table provides a summary of the Comps available-for-sale securities as of Decemtgr2®09:

Available-for-Sale Securities

Gross Gross Estimated
Unrealized Unrealized
Fair
(in millions) Cost (2) Gains Losses Value
Equity securities (1 $748.2 $ 149.C $ — $ 897.¢
Total $748.2 $ 149.; $ — $ 897.¢

(1) Equity securities consist of the Company’s osh@ of approximately 35.9 million shares of Cargibn common stock retained in
connection with the Spin-Off. These securitiessiated at fair value, with unrealized gains anddeseported in other comprehensive
income. Realized gains and losses, and declinidrimalue deemed to be other-than-temporary aregmized in net earnings
immediately. During the three months ended Decer@be2009, the Company disposed of approximatéynillion shares of
CareFusion common stock resulting in proceeds pfagmately $135.0 million and a pre-tax realizexdngof approximately $20.0
million. The net adjustment to unrealized holdiragng on CareFusion common stock included in otberprehensive income totaled
$115.2 million during the same peric

(2) Represents the Company’s cost investment iméfiéook value of CareFusion’s assets immedidtdiigwing the Spin-Off adjusted for
the sale of securities during the three months @fEcember 31, 200
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7. LONG-TERM OBLIGATIONS AND OTHER SHORT-TERM BORRO WINGS

On September 24, 2009, the Company completed aelater announced on August 27, 2009 for an agtggneachase price, including
an early tender premium but excluding accrued @sterfees and expenses, of up to $1.2 billion efdtiowing series of debt securities (listed
in order of acceptance priority): (i) 7.80% Debeatudue October 15, 2016 of Allegiance Corporat{ih6.75% Notes due February 15,
2011 of the Company; (iii) 6.00% Notes due June20d,7 of the Company; (iv) 7.00% Debentures duskimt15, 2026 of Allegiance
Corporation; (v) 5.85% Notes due December 15, 2ifie Company; (vi) 5.80% Notes due October 13,626f the Company; (vii) 5.65%
Notes due June 15, 2012 of the Company; (viii) Z%30otes due June 15, 2013 of the Company; andl(©9% Notes due June 15, 201¢
the Company. The Company purchased more than $lioh lpursuant to the offer using the order ofquity set forth above. In connection
with the debt tender, the Company incurred a pxdetss for the early extinguishment of debt of apgmately $39.9 million, which included
an early tender premium of $66.4 million, the wiafé of $5.3 million of unamortized debt issuanaests, and an offsetting $31.8 million fair
value adjustment to the respective debt relatgntd@viously terminated interest rate swaps.

Long-term obligations and other short-term borraygiconsist of the following as of December 31, 2808 June 30, 2009:

December 31

June 30,
(in millions) 2009 2009
4.00% Notes due 201 $ 520.7 $ 523.¢
5.50% Notes due 201 299.2 300.(
5.65% Notes due 201 216.2 317.1
5.80% Notes due 201 309.¢ 526.4
5.85% Notes due 201 158.( 500.(
6.00% Notes due 201 214.¢ 350.4
6.75% Notes due 201 217.¢ 494.¢
7.80% Debentures due 20 44.1 75.7
7.00% Debentures due 20 124.% 192.(
Floating Rate Notes due 20 — 350.(
Other obligation: 6.€ 7.8
Total 2,111.¢ 3,637.¢
Less: current portion and other sl-term borrowings 12.7 366.2
Long-term obligations, less current portion and othert-term borrowings $ 2,099.. $3,271.¢

8. INCOME TAXES

Effective July 1, 2007, the Company adopted nevoasting guidance regarding the accounting for uagety in income taxes
recognized in the financial statements, resulting $139.3 million reduction of retained earninfsis accounting guidance provides that ¢
benefit from an uncertain tax position may be reizgd when it is more likely than not that the piosi will be sustained upon examination,
including resolutions of any related appeals agdiion processes, based on the technical metis.amount recognized is measured as the
largest amount of tax benefit that is greater @@ likely of being realized upon settlement. Tihierpretation also provides guidance on
measurement, derecognition, classification, inteaad penalties, accounting in interim periodsgldisure and transition.

The balance of unrecognized tax benefits and trmuatrof interest and penalties were as followsfa3ezember 31, 2009 and June 30,
2009:

December 31 June 30
(in millions) 2009 2009
Unrecognized tax benefits (1) (2) | $ 698.t $848.¢
Portion that, if recognized, would reduce tax exggeand effective tax
rate (2) 333.¢ 610.¢
Accrued penalties and interest (2) (3) 222.: 247.(

(1) The Company includes the full amount of unretbpgd tax benefits in deferred income taxes andrdihbilities in the condensed
consolidated balance shee

(2) Due to the anticipated repatriation of cerfaireign earnings, taxes associated with a speaigigse entity transaction no longer
represent uncertain tax benefits and have beesifidéaksat December 31, 2009 as deferred tax |izdsli

(3) The December 31, 2009 balance includes unréreditax benefits related to CareFusion. In acawdavith indemnification provisions
of the tax matters agreement entered into betwee@bmpany and CareFusion, the Company is entileeimbursement from
CareFusion. The Company has recorded a long tereivable of approximately $214.5 million from Cawsfon for these amounts (net
of any tax refund claims

(4) Balances are gross amounts before any tax iteaefl are included in deferred income taxes dherdiabilities in the condensed
consolidated balance shee
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Upon completion of the Spin-Off, the Company reeard tax charge of approximately $171.9 milliorated to the anticipated
repatriation of a portion of cash currently loatnedhe Company’s entities within the United Stdtesn its international subsidiaries. This
charge is included within earnings from continuomerations for the six months ended December 319.20

The Company files income tax returns in the U.8efal jurisdiction, various U.S. state jurisdictoand various foreign jurisdictions.
With few exceptions, the Company is subject to glogitaxing authorities for fiscal years ended J88e2001 through the current fiscal year.

The Internal Revenue Service (“IRS”) currently bagoing audits of fiscal years 2001 through 2007rify the three months ended
December 31, 2007, the Company was notified theatR% transferred jurisdiction over fiscal year®2@nd 2002 from the Office of Appe:i
back to the Examinations level to reconsider presfip-unadjusted specific issues. During the threatims ended March 31, 2008, the
Company received Notices of Proposed AdjustmenP@&N”) from the IRS related to fiscal years 200dotigh 2005 challenging deductions
arising from the sale of trade receivables to @igbpurpose accounts receivable and financindyerthe amount of additional tax, excluding
penalties and interest, proposed by the IRS irethetices was $178.9 million. The Company antigpahat this transaction could be the
subject of proposed adjustments by the IRS in tahts of fiscal years 2006 to 2009. As discussatvabthe Company recorded a charge of
$171.9 million during the first quarter of fiscad 10 to reflect the anticipated repatriation of @ga from the special purpose entity. Due to
the anticipated repatriation of the earnings, eheassociated with the transaction, including #xeaissessed by the IRS, no longer represents
an uncertain tax benefit. Taxes associated withttAnsaction, including both the charge takeménfirst quarter of fiscal 2010 and the
amount previously accrued as an unrecognized tagflbeare classified as deferred tax liabilitiescarrent taxes payable.

During fiscal 2009, the Company received a Revekgent's Report for tax years 2003 through 2005,cltincluded the NPA'’s
discussed above and new NPA's related to the Coypémansfer pricing arrangements between foreigth @domestic subsidiaries and the
transfer of intellectual property among subsidsoéan acquired entity prior to its acquisitiontbg Company. The amount of additional tax
proposed by the IRS in the new notices total $588lllon, excluding penalties and interest, bufiting $462.1 million related to issues for
which CareFusion is liable under the tax matterseagent in the event the amount must be paid ttattieg authority. The Company
disagrees with these proposed adjustments anddmtenvigorously contest them. The Company belighasit is adequately reserved for the
uncertain tax position relating to these matters.

It is reasonably possible that there could be aghan the amount of unrecognized tax benefitsiwithie next 12 months due to
activities of the IRS or other taxing authoritiessluding proposed assessments of additional @ssiple settlement of audit issues, or the
expiration of applicable statutes of limitationfieTCompany estimates that the range of the posdilliege in unrecognized tax benefits
within the next 12 months is a decrease of appratefy zero to $25 million excluding penalties antkrest.

The Company’s provision for income taxes as a peage of pretax earnings from continuing operati¢efective tax rate”) was
36.9% and 68.8%, respectively, for the three ardnginths ended December 31, 2009 compared to 3@nk35.1%, respectively, for the
three and six months ended December 31, 2008. @Bndiuctuations in the effective tax rate areedo changes within international and
U.S. state effective tax rates resulting from tleenPany’s business mix and the impact of restruetuand employee severance, impairments
and other discrete items. During the six monthsdridecember 31, 2009 the effective tax rate wasatgol by an unfavorable adjustment of
$172 million, or 31.8%, attributable to earningslaoger indefinitely invested offshore.

9. CONTINGENT LIABILITIES
Legal Proceedings

In addition to commitments and obligations in tihdimary course of business, the Company is subjeearious claims, other pending
and potential legal actions for damages, investigatrelating to governmental laws and regulatamd other matters arising out of the nor
conduct of its business. When accruing for contireigs related to litigation, the Company consideesdegree of probability and range of
possible loss. An estimated loss contingency isugetin the Company’s consolidated financial statetsif it is probable that a liability has
been incurred and the amount of the loss can ls@nehly estimated. Because litigation is inheremtigredictable and unfavorable
resolutions could occur, assessing contingenciegidy subjective and requires judgments aboutrievents. The Company regularly
reviews contingencies to determine the adequadyeofccruals and related disclosures. The amounitiofate loss may differ from these
estimates. It is possible that cash flows or resefiioperations could be materially affected in pasticular period by the unfavorable
resolution of one or more of these contingencies.

The Company recognizes income from the favorabteasoe of legal settlements, judgments or otherluéiso of legal and regulatory
matters when the associated cash or assets aneegkce
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Estimated loss contingencies related to litigatiod regulatory matters and income from favoraldeltgion of legal and regulatory
matters are recognized in litigation (credits)/cjes; net in the Company’s condensed consolidaségeinsents of earnings.

I nsurance Proceeds

In the three months ending December 31, 2009, tmepgany recognized $27.2 million of income relateihsurance proceeds released
from escrow following the resolution of securiteesd derivative litigation against certain of then@ganys directors and officers. This amo
is comprised of $25.7 million received from dirastand officers’ insurance policies recognizedtigdtion (credits)/charges, net and $1.5
million of accrued interest income recognized iteiast expense, net. For further information reigarthis matter, see the Compasygnnua
Report on Form 10-K for the fiscal year ended J3te2007.

Income Taxes
See Note 8 for discussion of contingencies reledgdle Company’s income taxes.

Other Matters

The Company also becomes involved from time-to-timiitigation and regulatory matters incidentait®business, including, but not
limited to, personal injury claims, employment matt commercial disputes, intellectual propertyteraf inclusion as a potentially
responsible party for environmental clean-up caaisl, litigation in connection with acquisitions atidestitures. The Company intends to
vigorously defend itself against such litigatiordatoes not currently believe that the outcome gfsarch litigation will have a material
adverse effect on the Company’s consolidated filahuistatements.

From time to time, the Company receives subpoenasqouests for information from various governmagencies relating to the
business, accounting or disclosure practices dbousrs or suppliers. The responses to these suape@er requests for information
sometimes require considerable time and effort,camdresult in considerable costs being incurrethbyCompany. The Company expects to
incur additional costs in the future in connectiaith existing and future requests. Such subpoendsequests also can lead to the assertion
of claims or the commencement of legal proceedaygsnst the Company.

Also from time to time, the Company may determimat poroducts marketed, manufactured, or distribbtethe Company may not me
Company specifications, published standards orlaégy requirements. In such circumstances, the @@my will investigate and take
appropriate corrective action. Such actions cad teaosts to repair or replace affected produetaporary interruptions in product sales and
action by regulators, and can adversely impacttesfioperations.

10. GUARANTEES

In the ordinary course of business, the Compaiyn fiime to time, agrees to indemnify certain ogenties under agreements with the
Company, including under acquisition and disposiigreements, customer agreements and intellqutoérty licensing agreements. Such
indemnification obligations vary in scope and, widefined, in duration. In many cases, a maximunigalibn is not explicitly stated and
therefore the overall maximum amount of the lidpilinder such indemnification obligations cannotd&sonably estimated. Where
appropriate, such indemnification obligations aeorded as a liability. Historically, the Comparasmot, individually or in the aggregate,
made payments under these indemnification obligatio any material amounts. In certain circumstanttee Company believes that its
existing insurance arrangements, subject to thergédeduction and exclusion provisions, would eguations of the liability that could ari
from any of these indemnification obligations. bd#ion, the Company believes that the likelihod@ onaterial liability being triggered unc
these indemnification obligations is not signifitan

In the ordinary course of business, the Compayn fiime to time, enters into agreements that ot#igfse Company to make fixed
payments upon the occurrence of certain events Sbpiigations primarily relate to obligations anigiunder acquisition transactions, where
the Company has agreed to make payments basedhganhievement of certain financial performancasuees by the acquired business.
Generally, the obligation is capped at an expéioiount. The Company’s aggregate exposure for thidggations, assuming the achievement
of all financial performance measures, is not nialter

In the ordinary course of business, the Compaiyn fiime to time, extends loans to its customersvhre subsequently sold to a be
The bank services and administers these loanslhaswny new loans the Company may direct. Iniofaiethe bank to purchase such loans,
it requires the absolute and unconditional oblatf the Company to repurchase such loans upoodtigrence of certain events described
in the agreement including, but not limited to,ro@rer payment default that exceeds 90 days, inaolvand bankruptcy. At December 31,
2009 and June 30, 2009, notes in the program dutbj¢ice guaranty of the Company totaled $39.6iomiland $39.9 million, respectively.
These loans are reported in the Company’s condarmemblidated balance sheet.
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11. FAIR VALUE MEASUREMENTS

In September 2006, the FASB issued new accountifdpagce on fair value measurements. The guidarfigeddair value, establishe:
framework for measuring fair value in GAAP and exg@disclosures about fair value measurements tidddily, this guidance establishe:
three-level fair value hierarchy that prioritizée inputs used to measure fair value. This hiegarefuires entities to maximize the use of
observable inputs and minimize the use of unobséevaputs. The three levels of inputs used to mesafair values are as follows:

Level 1 — Observable prices in active marketsdentical assets and liabilities.
Level 2 — Observable inputs other than quoted pricective markets for identical assets and lidsl.

Level 3 — Unobservable inputs that are supportelitttey or no market activity and that are signéit to the fair value of the assets and
liabilities.

In February 2008, the FASB issued additional gutggmermitting a ongear deferral with regard to nonfinancial assets monfinancia
liabilities that are not recognized or disclosefhaitvalue in the financial statements on a rdogrbasis (at least annually). The Company
adopted this new accounting guidance on July 18 2@th respect to all financial assets and lialeiitand on July 1, 2009 with respect to all
non-financial assets and liabilities. The adoptbthis guidance did not have a material impacthenCompany’s financial position or results
of operations in either period.

Recurring Fair Value Measurements
The following table presents the fair values fardh assets and (liabilities) measured on a requbaisis as of December 31, 2009:

Fair Value Measurements

(in millions) Level 1 Level 2 Level 3 Total

Cash Equivalents (; $ 987 $— $— § 987F
Equity Securities (2 897.¢ — — 897.
Forward Contracts (< — 82.C — 82.C
Other Investments (¢ 73.2 — — 73.2
Total $1,958.0 $82.C $— $2,040.:

(1) Cash equivalents are comprised of highly lignicestments purchased with a maturity of three timoor less. The carrying value of
these cash equivalents approximates fair valuaaltiesir shoi-term maturities

(2) Equity securities consist of the Company’s situgent in CareFusion common stock. The fair vafubese securities is determined
using the quoted market price of the secu

(3) The fair value of the Comparsyforeign currency forward contracts and commoditgtracts is determined based on the present vh

expected future cash flows considering the riskslired, including nonperformance risk, and usirgcdunt rates appropriate for the
respective maturitie:

(4) The other investments balance includes investsna mutual funds, which are used to offset flations in the Company’s deferred
compensation liabilities. THair value of these investments is determined ugimgfed market price

Non-Recurring Fair Value Measurements

The following table presents the fair values fardh assets and (liabilities) measured on a nomiegurasis as of December 31, 2009:

Fair Value Measurements

(in millions) Level 1 Level 2 Level 3 Total
Long-lived assets held for sale (1) $— $— $7C $7.C
Total $— $— $7C $7.C

(1) During the six months ended December 31, 2668ain long-lived assets held for sale were writtewn to their estimated fair value,
less cost to sell, resulting in an impairment cbasfy$20.0 million, which is included in impairmsrgnd loss on sale of assets in the
condensed consolidated statements of earningN(see3 for further information’

(2) The fair value of long-lived assets held fdiesa determined based on the best available irdtion, including quoted market prices

when available (level 1), market prices for simdasets (level 2) and internal cash flow estimdigsounted at the appropriate interest
rate (level 3), as appropria
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12. EARNINGS PER SHARE AND SHAREHOLDERS’ EQUITY
Earnings per Share

Basic earnings per Common Share (“Basic EPS”) isprded by dividing net earnings (the numeratorjieyweighted average number
of Common Shares outstanding during each periedd#mominator). Diluted earnings per Common SH&#ufed EPS”) is similar to the
computation for Basic EPS, except that the denotming increased by the dilutive effect of vested anvested stock options, restricted
shares and restricted share units computed usingesury stock method.

The following table reconciles the number of ComnStrares used to compute Basic EPS and Diluted &R8e three and six months
ended December 31, 2009 and 2008:

Three Months Ended Six Months Ended

December 31, December 31,
(in millions) 2009 2008 2009 2008
Weightec-average Common Shar- basic 359.( 357.5 359.1 357.(
Effect of dilutive securities
Employee stock options, restricted shares andetsdrshare unit 2.C 3.C 2.C 4.2
Weightec-average Common Shar- diluted 361.C 360.c 361.1 361.C

The potentially dilutive securities that were aiftitive for the three months ended December 319201 2008 were 24.7 million sha
and 32.6 million shares, respectively, and fordgixemonths ended December 31, 2009 and 2008 we@en@Bion shares and 24.7 million
shares, respectively.

The total number of Common Shares issued less dh@ton Shares held in treasury is used to deterthem€ommon Shares
outstanding.

Shareholders’ Equity

During the three months ended December 31, 20@Ctdmpany repurchased approximately $50 milliotso€ommon Shares under
existing $500 million share repurchase program anoed on August 5, 2009. This repurchase auth@izaipires on August 31, 2012. At
December 31, 2009, approximately $450 million reradifrom the $500 million repurchase authorizatidme Company expects to use this
repurchase program to at least offset equity planances.

In connection with the Spin-Off on August 31, 200% Company issued a non-cash dividend of apprabeiy $3.7 billion to its
shareholders through the pro-rata distributionpfraximately 81% of the CareFusion Corporation camrshares.

13. COMPREHENSIVE INCOME
The following is a summary of the Company’s compretive income for the three and six months endaxémber 31, 2009 and 2008:

Three Months Ended Six Months Ended
December 31, December 31,

(in millions) 2009 2008 2009 2008
Net earning: $ 2345 $ 316t $196.: $ 565.¢
Foreign currency translation adjustme 3.6 (85.9) (37.9 (168.6
Net unrealized gain/(loss) on derivative instrurst 2.4 (9.9 15.C 0.9
Net unrealized gain on investment in CareFusiohphtax 117.5 — 141.( —
Total comprehensive incon $ 358.C $ 221.. $314.5 $ 396.1

14. SEGMENT INFORMATION

The Company'’s operations are principally managed products and services basis. In connection th@tSpin-Off, the Company
reorganized its businesses into two reportable saggrt Pharmaceutical and Medical. The factorglé&ermining the reportable segments
include the manner in which management evaluatepahformance of the Company combined with thereatfithe individual business
activities.
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The Pharmaceutical segment distributes pharmaegptioducts, over-theeunter healthcare products and consumer healthupt® ant
provides support services to retail customers, itelspnd alternate care providers in the UniteteStand Puerto Rico. It also provides
services to branded pharmaceutical manufacturere@perates a pharmaceutical repackaging and distoibprogram. In addition, this
segment operates centralized nuclear (radiophamtiaal pharmacies, provides third-party logistiegport services and distributes
therapeutic plasma to hospitals, clinics and ofineviders located in the United States. It alsodtases apothecary-style retail pharmacies
through its Medicine Shoppe International, Inc. dMeticap Pharmacies Incorporated franchise systemally, it provides pharmacy
management services to hospitals and other hegdtifeéilities.

The Medical segment develops, manufactures andhdites medical and surgical products includingilte@nd non-sterile procedure
kits to hospitals, surgery centers, laboratoriéysitian offices and other healthcare providerth@United States, Canada and Puerto Rico.
The medical and surgical products manufacturechbybtisiness, including single-use surgical drag@sns and apparel, exam and surgical
gloves and fluid suction and collection systems,aso sold in various regions of the world outsifithe United States, including countrie:
North America, Europe, and Asi

The following table includes revenue for each régde segment and reconciling items necessaryreeag amounts reported in the
condensed consolidated financial statements:

Three Months Ended Six Months Ended
December 31, December 31,
(in millions) 2009 2008 2009 2008
Segment revenut
Pharmaceutical (1 $22,694. $22,078. $45,257..( $43,482.i
Medical (2) 2,232.¢ 2,057.: 4,469.¢ 4,094 .(
Total segment revent 24,927.. 24,136.! 49,726. 47,576.!
Corporate (3 (7.4 (18.2) (26.0) (21.9)
Total consolidated revent $24,919. $24,117.¢ $49,700.- $47,554.!

(1) The Pharmaceutical segment’s revenue is defreea the distribution of pharmaceutical, radiophaceutical and over-the-counter
healthcare product

(2) The Medical segment’s revenue is derived froerhanufacturing and distribution of medical, scajand laboratory products and
medical procedure Kkit:

(3) Corporate revenue consists of the elimination t#i-segment revenu

The Company evaluates the performance of the segrbased upon, among other things, segment pg&gment profit is segment
revenue less segment cost of products sold, legsesd distribution, selling, general and admintsteaexpense (“SG&A”). Segment SG&A
expense includes equity compensation expense dasvallocated corporate expenses for shared fums;tincluding corporate management,
corporate finance, financial shared services, hurasources, information technology, legal and a&egrated hospital sales organization.
Corporate expenses are allocated to the segmesgd bpon headcount, level of benefit provided atabte allocation. Information about
interest income and expense and income taxes jgravided at the segment level. In addition, redtriting and employee severance,
impairments and loss on sale of assets, litiggtoadits)/charges, net and certain investment dpgrate not allocated to the segments.
Investment spending generally includes the firsirygpend for certain projects which require incretakstrategic investments in the form of
additional operating expenses. The Company urgeggments to identify investment projects whichevicourage innovation and provide
future returns. As approval decisions for suchguty are dependent upon executive managementpgbases for such projects are retaint
Corporate. See Notes 2 and 3, respectively, fahéurdiscussion of the Compasyestructuring and employee severance and impatsaac
loss on sale of assets. The accounting policidéseofegments are the same as those describederiNot

The following table includes segment profit by repble segment and reconciling items necessargreeao amounts reported in the
condensed consolidated financial statements:

Three Months Ended Six Months Ended
December 31, December 31,
(in millions) 2009 2008 2009 2008
Segment profit
Pharmaceutice $ 259.6 $ 262.¢ $468.C $475.¢
Medical 102.k 74.5 217.2 172.¢
Total segment prof 362.1 337.1 685.2 648.:
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Three Months Ended Six Months Ended
December 31, December 31,
(in millions) 2009 2008 2009 2008
Corporate (1 4.7 (24.0) (78.7) (48.€)
Total consolidated operating earnir $ 366.6 $ 313.] $606.7 $599.7

(1) For the three and six months ended Decembe2®19 and 2008, Corporate includes, among othegshirestructuring and employee
severance, impairments and loss on sale of adiigegjon (credits)/charges, net and certain inrent spending which are not alloca
to the segment:

The following table includes total assets at Decen®i, 2009 and June 30, 2009 for each segmentlaasweconciling items necess
to agree to the amounts reported in the condermezbtidated financial statements:

December 31

June 30,
(in millions) 2009 2009
Segment asset
Pharmaceutice $ 13,536.! $12,625.:
Medical 3,897.¢ 3,747.¢
Corporate (1 3,387.¢ 8,745.¢
Consolidated asse $ 20,821 $25,118.¢

(1) The Corporate assets primarily consist of @shequivalents, the Company’s investment in CaieRynet property and equipment,
and the Company’s contractual tax indemnificatieceivable from CareFusion (see Note 8 for furthéarimation regarding this
receivable). Additionally, the Corporate assetsfaiune 30, 3009 include CareFusion assets and assets held for sale and
discontinued operation

15. EMPLOYEE EQUITY PLANS
Employee Equity Plans

The Company maintains several stock incentive pleokectively, the “Plans”) for the benefit of ¢ain of its officers, directors and
employees. Employee options granted under the Blamsg fiscal 2008 through fiscal 2010 generalygtvin equal annual installments over
three years and are exercisable for periods upuersyears from the date of grant at a price egudle fair market value of the Common
Shares underlying the option at the date of giEamployee options granted under the Plans durimglfid007 generally vest in equal annual
installments over four years and are exercisalslpdoods up to seven years from the date of gahatprice equal to the fair market value of
the Common Shares underlying the option at the afageant. Employee restricted shares and restristare units granted under the Plans
during fiscal 2007 through fiscal 2010 generallgtvie equal installments over three years andlertdlders to dividends or cash dividend
equivalents. Restricted shares and restricted shi®that were awarded after August 1, 2006 acdividends or cash dividend equivalents
that are payable upon vesting of the awards.

The compensation expense recognized for all shaseebpayment awards is net of estimated forfeitamelss recognized using the
straight-line method over the applicable servicegoke The Company classifies share-based paymenpensation within SG&A expenses to
correspond with the same line item as the majofithe cash compensation paid to employees.

The following table illustrates the impact of shégsed payment compensation on reported amountis€fdhree and six months ended
December 31, 2009 and 2008:

Three Months Ended Six Months Ended
December 31, December 31,

(in millions, except per share amounts) 2009 2008 2009 2008
Operating earnings (1) (. $ (20.]) $(29.2) $(42.1) $(50.2)
Earnings from continuing operatio $ (12.9) $ (19.6) $(27.0) $(33.¢)
Net earnings (3) (4 $ (12.9) $(23.1) $(29.9  $(39.9
Net basic earnings per Common St $ (0.09) $(0.06)  $(0.0¢)  $(0.1))
Net diluted earnings per Common Sh $ (0.09) $ (0.06)  $(0.0¢  $(0.1))

(1) The total share-based payment compensatiomsgger the three months ended December 31, 2aD2@08 includes gross restricted
share and restricted share unit expense of appadeiyn$11.5 million and $17.6 million, respectivelyoss employee stock option
expense of approximately $8.2 million and $10.6iari respectively, gross employee stock purchdese @xpense of approximately
$0.0 million and $2.7 million, respectively and gsastock appreciation right (income)/expense of $dillion and $(1.7) million,
respectively

(2) The total share-based payment compensatiomeger the six months ended December 31, 2002@08 includes gross restricted
share and restricted share unit expense of appataiyn$22.8 million and $29.1 million, respectivelyoss employee stock option
expense of approximately $17.6 million and $16.8iom, respectively, gross employee stock purchdae expense of approximately
$1.1 million and $6.1 million, respectively and gsastock appreciation right (income)/expense o $dillion and $(1.8) million,



respectively
(3) Share-based payment compensation expense dhiardescontinued operations was approximately $#lBon, net of tax benefits of

$2.1 million, during the three months ended Decerlie 2008
(4) Share-based payment compensation expense dhardescontinued operations was approximately ##l8on and $5.6 million, net of
tax benefits of $1.5 million and $3.4 million, dogi the six months ended December 31, 2009 and 28§8ectively
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Stock Options

The fair value of the Company’s stock options itedmined using a lattice valuation model. The Conypdaelieves the lattice model
provides for better estimates because it has titieyab take into account employee exercise patidsased on changes in the Compsausyocl
price and other variables and it provides for aeaof input assumptions.

The following summarizes all stock option transaasi for the Company under the Plans from July 092@irough December 31, 2009:

Weighted
Weighted Average
Average Remaining
Exercise Price Contractual Aggregate
Options per Common Life in Intrinsic
(in millions, except per share amounts) Outstanding (1) Share (2) Years Value
Balance at June 30, 20 29.4 $ 59.2¢ 3.6 $ 1.8
Grantec 7.2 $ 28.0¢
Exercisec 0.9 $ 2431
Forfeited and cancelle (10.7) $ 633
Balance at December 31, 2C 25.1 $ 37.71 4.3 $ 43z
Exercisable at December 31, 2( 16.: $  41.9¢ 3.k $ 2t

(1) Included within the options granted and foddiind cancelled activity for the six months endedember 31, 2009 is the impact of the
Compan’s stock option exchange program and the adjustnesteck incentive plans as discussed be

(2) Exercise prices related to stock options giptior to the date of the Spin-Off have not bedjusted to reflect the impact of the Spin-
Off.

Restricted Shares and Restricted Share Units

The fair value of restricted shares and restristete units is determined by the number of shawesed and the grant date market p
of the Company’s Common Shares.

The following table summarizes all activity relatedrestricted shares and restricted share umits fluly 1, 2009 through December 31,
2009:

Weighted
Average Grant
Date Fair Value

(in millions, except per share amounts) Shares (1 Per Share (2)
Nonvested at June 30, 20 3.1 $ 57.1(
Granted 2.1 $ 27.3¢
Vested (1.7 $ 59.7(
Forfeited and cancelle (0.9 $ 47.82
Nonvested at December 31, 2( 3.8 $ 33.6:

(1) Included within the restricted shares and igtsid share units forfeited and cancelled actifotythe six months ended December 31,
2009 is the impact of the adjustments to stockritize plans as discussed belc

(2) Grant date fair values per share of awardstgdaprior to the date of the Spin-Off have not badjusted to reflect the impact of the
Spir-Off.
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Stock Option Exchange Program

On May 6, 2009, the Company’s Board of Directorthatized, and on June 23, 2009, the Company’s bbltters approved, a program
that permitted certain current employees to exchamgtain outstanding stock options with exercisees substantially above the current
market price of Cardinal Health Common Shares flesaer number of stock options that have a fdirevthat is lower than the fair value of
the “out of the money” options. The program begadone 19, 2009 and was completed on July 17, ZU©Company believes that this
program was necessary to more closely align emplayel shareholder interests through equity compiengarograms. The program was
designed to motivate and retain key employees amneinforce the alignment of the Company’s emplsy@gerests with those of its
shareholders. As a result of this program, 9.8ionilbutstanding eligible stock options were excleghfipr 1.4 million new options at an
exercise price of $31.27. These new options hav@aminimum vesting condition of an additional 18nths, and the term of each new
option is the longer of three years from the gdate and the remaining term of the eligible stogkom for which it was exchanged. The new
options were treated as a probable-to-probablefication under the accounting guidance for shasetdgpayment compensation. The
Company did not incur incremental expense assatiaidn the modification.

Adjustmentsto Stock I ncentive Plans

In connection with the Spin-Off, on August 31, 208% Company adjusted its existing stock incenphams to provide for the
conversion and adjustment of share-based paymememsation awards granted under its Plans intodsAzased on the Compasyommot
shares and/or CareFusion common stock, as apmidabi purposes of the vesting of these equity @syarontinued employment or service
with the Company or with CareFusion is treatedaginued employment for purposes of both the Comigaand CareFusion’s equity
awards.

Each Cardinal Health stock option granted on arrgo September 26, 2007 was converted into arsssjuCompany stock option an
CareFusion stock option. The exercise prices oeeFusion stock option and the adjusted Compiamk ®ption and the number of shares
subject to each such stock option reflects a mashmathat is intended to preserve the intrinsic gafithe original Company stock option. A
Company stock option granted after September 287 20 current or former employees of the Companp alirectors of the Company
continues to be exercisable only for the Compangimmon shares and was adjusted in a manner intéagdserve the intrinsic value of
such stock option. A Company stock option granféet &eptember 26, 2007 to CareFusion employedsextors was replaced with a
CareFusion stock option, subject to an adjustmergh@nism intended to preserve the intrinsic vafisioh stock option. The resulting
Company stock options and CareFusion stock opaoasubject to substantially the same terms, \@stinditions and other restrictions, if
any, that were applicable to the Company stockoagtnmediately prior to the distribution.

A holder of the Company’s restricted shares graotedr prior to September 26, 2007 received 0.6ictsd shares of CareFusion
common stock in respect of each of such holdesginted shares of the Company. The underlying Gomipestricted shares will remain
outstanding and unadjusted. Unvested Companycestrshares granted after September 26, 2007 tentwr former employees of the
Company were cancelled and replaced with newlyedsastricted shares of the Company. Such newlg&s€ompany restricted shares were
determined in a manner that is intended to presberéair market value of the cancelled awardstaecholders of such Company restricted
shares received no CareFusion common stock wiffeot$o such restricted shares. Unvested Compatiycted shares granted after
September 26, 2007 to CareFusion employees weoelbeah and replaced with restricted shares of GaielR common stock in a manner 1
is intended to preserve the fair market value efdhncelled awards. The Company restricted shacktha CareFusion restricted shares are
subject to substantially the same terms (inclu@intiiement to any cash dividends, accrued but idngiethe distribution date), vesting
conditions and other restrictions, if any, that @vapplicable to the cancelled Company restrictetesh

Following the Spin-Off, if any of the Company'’s tésted shares that are held by one of CareFusiemgloyees fail to become vested,
such Company restricted shares will be forfeitethtoCompany and if any CareFusion restricted stih are held by an employee of the
Company fail to become vested, such CareFusioriatest shares will be forfeited to CareFusion.
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A holder of the Company'’s restricted share unitmted prior to September 26, 2007 or granted imection with the Spin-Off, or
issued in exchange for an option initially granper to September 26, 2007, received, in connaatiith the Spin-Off, CareFusion restricted
stock units representing the right to receive Baras of CareFusion common stock for each Compamyron share subject to the award.
The underlying Company restricted share units sgithain in effect unadjusted. An employee or direofdhe Company who holds unvested
Company restricted share units, other than thoseritbed in the first sentence of this paragrapth ndit receive any CareFusion restricted
stock units in connection with the Spin-Off, butsWCompany restricted share units were adjustadnranner intended to preserve the fair
market value of such awards. The unvested Compaesgtscted share units, other than those desciibde first sentence of this paragraph,
granted to CareFusion employees or directors vapiaced with a number of CareFusion restrictedkstimits intended to preserve the fair
market value of the awards. The adjusted Compastyicted share units or the replacement CareFusstnicted stock units that a holder
received in connection with the Spin-Off will bebgect to substantially the same terms (includingtlement to any cash dividend
equivalents, accrued but unpaid at the distribudiate), vesting conditions and other restrictidinany, that were applicable to the Company’
restricted share units prior to the distribution.

The adjustments to the Company’s stock incentieagplvere treated as a modification in accordantestock based compensation
accounting guidance and resulted in a total incréede&ompensation cost of $0.6 million.

The following table summaries the share-based paymgards outstanding as of December 31, 2009:

Cardinal Health Awards CareFusion Awards
Restricted Restricted
Stock Shares and Stock Shares anc
(in millions) Options Share Units Options Share Units
Held by Cardinal Health employees and former enmgxéa 22.t 3.7 7.4 0.3
Held by CareFusion employe 2.€ 0.2
Total 25.1 3.6
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Item 2: Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

The discussion and analysis presented below isecnad with material changes in financial conditonl results of operations for the
Company'’s condensed consolidated balance sheefexember 31, 2009 and June 30, 2009, and facdhdensed consolidated statements
of earnings for the three and six month periodsdridecember 31, 2009 and 2008. This discussiormaalysis should be read in conjunction
with “Management’s Discussion and Analysis of FiciahCondition and Results of Operationstiuded in the FY2009 Financial Stateme

Portions of this Form 10-Q (including informatiarcorporated by reference) include “forward-looksigtements.” The words
“believe,” “expect,” “anticipate,” “project,” andmilar expressions, among others, generally idgrifdrward-looking statements,” which
speak only as of the date the statements were nmiadanatters discussed in these forward-lookinggstants are subject to risks,
uncertainties and other factors that could causebesults to differ materially from those magmjected or implied in the forward-looking
statements. The most significant of these riskeertainties and other factors are described inliix8.1 to this Form 10-Q and in Part Il,
Item 1A of this Form 10-Q. Except to the extentuiegd by applicable law, the Company undertakesbiation to update or revise any
forward-looking statements, whether as a resuttes§ information, future events, or otherwise.

Overview

Cardinal Health, Inc. (the “Company”) is a leadprgvider of products and services that help imprineecost-effectiveness of
healthcare. The Company helps pharmacies, hospitdl@mbulatory care sites focus on patient caikewblping reduce costs, improve
efficiency and quality, and increase profitabiliys one of the largest healthcare companies invtiréd, Cardinal Health is an essential link
the healthcare supply chain, providing pharmacelstiand medical products to more than 40,000 losateéach day.

Demand for the Company’s products and servicesiduhie three and six months ended December 31,2008 revenue of
$24.9 billion and $49.7 billion, up 3% and 5%, recively, from the same periods in the prior y&perating earnings were approximately
$367 million and $607 million, up 17% and 1%, rexpely, from the same periods in the prior yeape€ating earnings were positively
impacted by increased gross margin ($43 million $5@ million, respectively) and negatively impacbsdincreased distribution, selling,
general and administrative expenses (“SG&A”) ($dlfion and $23 million, respectively). Net earninigs the three and six months ended
December 31, 2009 were $235 million and $196 nmilli@spectively, and net diluted earnings per ComBioare were $0.65 and $0.54,
respectively. See Note 12 of “Notes to the Condeizensolidated Financial Statements” for a recéat@in of Basic EPS to Diluted EPS.

The CareFusion spioff described below impacted the results for thre¢hand six months ended December 31, 2009. Opg@dirning
for the six months ended December 31, 2009 wereradly impacted by severance and restructuring éGostonnection with the spin-off
($56 million). Net earnings for the three monthdexh December 31, 2009 were positively impacted2tysillion related to gains from the
sale of shares of CareFusion common stock. Alsmimection with the spin-off, net earnings for silemonths ended December 31, 2009
were adversely impacted by a tax charge of apprataiyn $172 million related to the anticipated rejadion of certain foreign earnings and a
$40 million net loss on the extinguishment of défmally, net earnings for both periods were adelgraffected by a significant reduction in
earnings from discontinued operations as a re$tifteospin-off. In addition, operating earning tbe three and six months ended
December 31, 2009 were positively impacted by $(2@jon in litigation (credits) for insurance preeds released from escrow and operating
earnings for the six months ended December 31, 2@086 negatively impacted by a $20 million impainneharge related to
SpecialtyScripts, LLC (“SpecialtyScripts”), a busés within the Pharmaceutical segment.

Cash provided by operating activities totaled $88Mlion during the six months ended December 3DR@rimarily due to operating
earnings and changes in working capital. Cash gealby investing activities was $18 million printacue to proceeds from the sale of
CareFusion common stock ($135 million) partiallfset by capital spending ($80 million). Cash usefinancing activities was $423 million
primarily due to the Company’s repayment of longri®bligations ($1.6 billion which includes $66 haih early tender premium) offset by
permanent financing obtained by CareFusion pridhéoSpin-Off ($1.4 billion). Also during the sixamths ended December 31, 2009, the
Company paid $127 million in dividends and repusgth$50 million of outstanding common shares.

Spin-Off of CareFusion Corporation

Effective August 31, 2009, the Company completedsihin-off of CareFusion through a pro rata distiin to its shareholders of
approximately 81% of the then outstanding shar&daséFusion common stock (the “Spin-Off”). The Camp first announced on
September 29, 2008 that it intended to separatdiisal and medical products business from iteeotusinesses. The Company has retained
certain surgical and exam gloves, surgical drapdsapparel and fluid management businesses thatpveviously part of its Clinical and
Medical Products segment. As explained else whetleis Form 10-Q, the Spin-Off had a significanpant on the results of operations and
financial condition of the Company.
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During the three months ended December 31, 20@Cdmpany sold approximately 5.5 million sharethef41.4 million shares of
CareFusion common stock that it held immediatelgrahe Spin-Off, which resulted in a gross realigain of approximately $20 million. As
of December 31, 2009, the Company’s ownership pf@pmately 35.9 million shares of CareFusion commstock had an estimated fair
value of $897 million. See Note 6 of “Notes to bendensed Consolidated Financial Statements” fditiadal details regarding the
Company’s investment in CareFusion. The Compangetspto sell its remaining CareFusion stock withimnext 18 months and is assessing
the method and timing based on market conditionsagimer factors.

CareFusion net assets are presented separatedgeds rom businesses held for sale and discoitioperations and the operating
results of this business are presented within distoed operations for all reporting periods throtige date of the Spin-Off.

Relationship between the Company and CareFusion

On July 22, 2009, the Company and CareFusion ehiste a separation agreement to effect the Spfra@d provide a framework for
the relationship between the Company and CareFadtenthe Spin-Off. In addition, on August 31, 20the Company and CareFusion
entered into a transition services agreement, antgtkers agreement, an employee matters agreeimietiectual property agreements and
certain other commercial agreements. These agrdasnieciuding the separation agreement, provideflocation between the Company and
CareFusion of the Company’s assets, employeedjtleand obligations (including its investmentspperty and employee benefits and tax-
related assets and liabilities) attributable taquks prior to, at and after the Spin-Off and govegrtain relationships between the Company
and CareFusion after the Spin-Off. The CompanyG@aetFusion also entered into a stockholder’s agidtration rights agreement pursuant
to which, among other things, CareFusion agreds tipan the request of the Company, CareFusionusélits commercially reasonable
efforts to effect the registration under applicaieléeral and state securities laws of any shar€aoéFusion common stock retained by
Cardinal Health.

Pursuant to the transition services agreementh®three months ended December 31, 2009, the Gompaognized approximately
$43 million in transition service fee income whigproximately offsets the costs associated witkighog the transition services. The
Company has recognized $55 million in transitiorviee fee income year-to-date since the Spin-Otfditionally, the Company purchased
$167 million of CareFusion trade receivables punstaan accounts receivable factoring arrangerbetween the Company and CareFusion
during the three months ended December 31, 20 Cimpany has purchased $274 million of CareFuséate receivables year-to-date
since the Spin-Off.

Consolidated Results of Operations

The following summarizes the Company’s consolidaslilts of operations for the three and six moetided December 31, 2009 and
2008:

Three Months Ended Six Months Ended
December 31, December 31,

(in millions, except per common share amounts) Change (1 2009 2008 Change (1 2009 2008
Revenue 3% $24,919.° $24,117. 5%  $49,700.. $47,554.
Cost of products sol 3% 23,962.( 23,202. 5% 47,833.! 45,738.!
Gross margir 5% 957.1 915.1 3% 1,866.¢ 1,816.1
Distribution, selling, general and administrativpense: 5% 605.2 578.t 2% 1,191.: 1,168.¢
Restructuring and employee severa N.M. 10.7 16.¢ N.M. 70.4 37.¢
Impairments and loss on sale of as: N.M. 0.4 6.S N.M. 24.C 10.t
Litigation (credits)/charges, n N.M. (25.9) (0.3 N.M. (25.9 (0.3
Operating earning 17% 366.¢ 313.] 1% 606.7 599.7
Other (income)/expense, r N.M. (25.6) 19.7 N.M. (34.5) 22.2
Interest expense, n 24% 27.4 22.2 19% 61.2 51.¢
Loss on extinguishment of de N.M. — — N.M. 39.¢ —
Earnings before income taxes and discontinued tipes 35% 365.( 271.2 3% 540.( 526.1
Provision for income taxe 32% 134.¢ 102.2 N.M. 371.€ 184.¢
Earnings from continuing operatio 36% 230.2 169.( (51)% 168.4 341.2
Earnings from discontinued operations, net of N.M. 4.3 147.5 N.M. 27.¢ 224..
Net earning: 26)% $ 2345 $ 316. (65% $ 196.. $ 565.€
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Three Months Ended Six Months Ended
December 31, December 31,
(in millions, except per common share amounts) Change (1 2009 2008 Change (1 2009 2008
Diluted earnings per Common Sha
Continuing operation 36% $0.6¢ $0.47 (51)% $0.47 $0.9t
Discontinued operatior N.M. 0.01 0.41 N.M. 0.07 0.6Z
Net diluted earnings per Common Sh (26)% $0.65 $0.8¢ (66)% $0.5¢ $1.57

N.M. Not meaningfu
(1) Change is calculated as the percentage incorgskecrease) for the three and six months endeeidber 31, 2009 compared to the
same periods in the prior ye

Revenue

Revenue for the three and six months ended DeceBih@009 increased $802 million or 3% and $2.lobilor 5%, respectively,
compared to the same periods in the prior year.ifidrease was due to pharmaceutical price appm@tiahd increased volume from existing
customers (with a combined impact of $1.2 billiowl &2.5 billion, respectively) and the additiomefv customers ($75 million and $229
million, respectively). The Company uses the indémetric “pharmaceutical price appreciation index&valuate the impact of
pharmaceutical and consumer product price appreciat revenue from the pharmaceutical distribubaginess. This metric is calculated
using the change in the manufacturer’s publishég @t the beginning of the period as comparetiecend of the period weighted by the
units sold by the pharmaceutical distribution bassduring the period. The pharmaceutical priceemgtion index was 8.2% for the trailing
twelve months ended December 31, 2009. Revenuaegetively impacted during the three and six moetided December 31, 2009 by the
loss of customers ($552 million and $835 millioespectively). Refer to “Segment Results of Openatidelow for further discussion of the
specific factors affecting revenue in each of tleenPany’s reportable segments.

Cost of Products Sold

Cost of products sold for the three and six moetided December 31, 2009 increased $759 millio®®aBd $2.1 billion or 5%,
respectively, compared to the same periods in tioe year. The increase in cost of products sold mainly due to the 3% and 5% increas
revenue for the three and six months ended DeceBihe&@009, respectively, compared to the same gefiiothe prior year. See the “Gross
Margin” discussion below for further discussionagfditional factors impacting cost of products sold.

Gross Margin

Gross margin for the three and six months endeeémber 31, 2009 increased $43 million or 5% andréBilon or 3%, respectively,
compared to the same periods in the prior years&neargin was favorably impacted by increasedidigion service agreement fees and
pharmaceutical price appreciation under brandedufaaturer agreements (combined impact of $24 mildad $46 million, respectively),
increased manufacturer cash discounts ($17 midimh$46 million, respectively), a generic transitwithin the nuclear pharmacy business
within the Pharmaceutical segment ($12 million 44 million, respectively) and a decrease in ravemias costs within the Medical
segment ($19 million and $32 million, respective®yring the six months ended December 31, 200%symargin was also favorably
impacted by the previously deferred intercompangnee for sales to CareFusion ($14 million). Priothe Spin-Off, the Company deferred
revenue for products sold to CareFusion businassiithe products were sold to the end customarsonnection with the Spin-Off, the
previously deferred revenue was recognized. Gr@sgimwas negatively impacted for the three andrsixths ended December 31, 2009 by
an increase in customer discounts ($24 million $6@l million, respectively) as a result of customegricings and increased sales volume.
Also negatively impacting gross margin were thangrand reduction in new generic launches ($27ioniland $45 million, respectively).
Refer to the “Segment Results of Operations” beflmvwfurther discussion of the specific factors affieg gross margin in each of the
Company’s reportable segments.

Due to the competitive markets in which the Compgabysinesses operate, the Company expects coimegtitcing pressures to
continue. In addition, the Company expects ceff@itors to negatively impact fiscal 2010 includihg timing of generic launches and price
deflation, the effects of repricing of certain @mer contracts and strategic positioning movesh(siscrepositioning Medicine Shoppe and
transitioning a significant vendor relationshipttie pharmaceutical distribution business to aidigtion service agreement).

Distribution, Selling, General and Administrative Expenses

SG&A expenses for the three and six moatided December 31, 2009 increased $27 million oaB#6$23 million or 2%, respectively,
compared to the same periods in the prior year. S6€penses were negatively impacted during thesthral six months ended
December 31, 2009 by an increase in incentive casgi®n expenses ($32 million and $35 million, eesjvely). Incentive compensation
expense includes the Company’s annual performaaseebmanagement incentive plan and performancetiiaisding of its 401(k) Savings
Plan. Beginning in fiscal 2010, the Company repdiatte 401(k) Saving Plan employer fixed rate ctwtion with a new variable rate
contribution which is dependent upon the Compafigancial performance; this is applicable to alSUemployees. Also negatively
impacting SG&A expenses during the three and sirthended December 31, 2009 were increases enmagrtal strategic project
investments ($17 million and $31 million, respeelyy and expenses related to the performance dftmepany’s deferred compensation plan
($8 million and $21 million, respectively). The exse related to the performance of the Company&eel compensation plan is offset by
income presented within other (income)/expense,
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During the second half of fiscal 2009, the Compianglemented several cost control measures, whigk fevorably impacted SG&A
expense for the three and six months ended Dece®ih@009 as compared to the prior year periodeiRef*Segment Results of Operations”
below for further discussion of the specific fastaffecting SG&A expenses in each of the Compargpsrtable segments.

I mpairments and Loss on Sale of Assets

The Company recognized impairments and loss onodassets of less than $1 million and $24 milli@spectively, for the three and
six months ended December 31, 2009 compared toilfidmand $11 million for the three and six mongrsded December 31, 2008. During
the six months ended December 31, 2009, the Comaognized an impairment charge of $20 milliomted to the write-down of
SpecialtyScripts, a business within the pharmacelusiegment, to net expected fair value less ¢tossll. See Note 4 of “Notes to Condensed
Consolidated Financial Statements” for further infation regarding the anticipated sale of Specsatipts.

Restructuring and Employee Severance

The following is a summary of the Company’s redtutiog and employee severance for the three antheiths ended December 31,
2009 and 2008:

Three Months Ended Six Months Ended
December 31, December 31,
(in millions) 2009 2008 2009 2008
Employee related cos $ 21 $ 01 $ 292 $ 211
Facility exit and other cos 8.€ 16.€ 41.Z 16.5
Total restructuring and employee severs $ 107 $ 16£ $ 704 $ 37.€

During the three and six months ended Decembe2(®19, the Company recognized restructuring and @yepl severance of $11
million and $70 million, respectively, primarilyleged to the Spin-Off ($6 million and $56 milliorgspectively). Included within the six
months amount is approximately $19 million of castsited to the retirement of the Company’s for@kairman and Chief Executive Officer
upon completion of the Spin-Off. During the six nittmended December 31, 2008, the Company recogrésédicturing and employee
severance of $38 million primarily related to tlestructuring of its segment operating structure. [Sete 2 of “Notes to Condensed
Consolidated Financial Statements” for additiorethd of the Company’s restructuring and employ@eesance during the three and six
months ended December 31, 2009 and 2008.

The Company estimates it will incur additional cast future periods associated with various exgstestructuring activities totaling
approximately $43 million. These estimated costspaimarily comprised of costs associated withSpa-Off.

Litigation (Credits)/Charges, Net

Litigation (credits)/charges, net were $(25) mitliand $(26) million, respectively, during the thegel six months ended December 31,
2009. During the three months ended December 319,20e Company recognized $(26) million in litigat (credits)/charges, net for
insurance proceeds released from escrow followiegésolution of securities and derivative litigatagainst certain of the Company’s
directors and officers. For further informationetke Company’s Annual Report on Form 10-K forfteeal year ended June 30, 2007.

Operating Earnings

Operating earnings increased $54 million or 17% $ndillion or 1%, respectively, during the threelasix months ended
December 31, 2009 compared to the same periotigiprior year. The increase during the three andisinths ended December 31, 2009
was primarily due to increased gross margin ($48amiand $50 million, respectively) partially offsby increases in SG&A expenses ($27
million and $23 million, respectively). Operatingreings were also positively impacted by litigatioredits)/charges, net ($(25) million and
$(26) million, respectively). Increased impairmeatsl loss on sale of assets ($14 million) and erease in restructuring and employee
severance ($33 million) negatively impacted opagagarnings for the six months ended December@19.2

Other (Income)/Expense, Net

Other (income)/expense, net decreased $45 milloh$s7 million, respectively, during the three apdmonths ended December 31,
2009 compared to the same periods in the prior. yideer decrease was primarily due to the recognifdncome related to realized gains
from the sale of shares of CareFusion common 2B million), income related to the performancehe Company’s deferred
compensation plan assets ($8 million and $21 millfespectively) and the impact of foreign excha&yemillion and $9 million,
respectively). The income related to the performeasfche Companyg deferred compensation plan assets is offset pgrese presented witt
SG&A.
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I nterest Expense, Net

Interest expense, net increased $5 million andrillbn, respectively, during the three and six riienended December 31, 2009
compared to the same periods in the prior yearariiyndue to increased fees relating to the Comjzaamended revolving credit facility and
accounts receivable securitization agreement. itrease was also due to less income received frarest rate swaps compared to the same
periods in the prior year.

Loss on Extinguishment of Debt

On September 24, 2009, the Company completed aelaier. In connection with the debt tender, thenfany incurred a pre-tax loss
for the early retirement of debt of approximate#@$nillion, which included an early tender premiofr67 million, the write-off of $5
million of unamortized debt issuance costs, andfésetting $32 million fair value adjustment to trespective debt related to previously
terminated interest rate swaps. See Note 7 of ‘fNmé€Condensed Consolidated Financial Statemeotsidditional information on the debt
tender.

Provision for Income Taxes

The Company files income tax returns in the U.8efal jurisdiction, various U.S. state jurisdicticand various foreign jurisdictions.
With few exceptions, the Company is subject to glogitaxing authorities for fiscal years ended J88e2001 through the current fiscal year.

The Internal Revenue Service (“IRS") currently lbagoing audits of fiscal years 2001 through 2007rify the three months ended
December 31, 2007, the Company was notified tratR$ transferred jurisdiction over fiscal year2@nd 2002 from the Office of Appei
back to the Examinations level to reconsider pnesiipg-unadjusted specific issues. During the threatims ended March 31, 2008, the
Company received Notices of Proposed AdjustmenP@N") from the IRS related to fiscal years 200fotingh 2005 challenging deductions
arising from the sale of trade receivables to &igpeurpose accounts receivable and financindyerithe amount of additional tax, excluding
penalties and interest, proposed by the IRS irethesices was $179 million. The Company anticipties this transaction could be the
subject of proposed adjustments by the IRS in tahts of fiscal years 2006 to 2009. As discussedate 8 of “Notes to Condensed
Consolidated Financial Statements,” the Compangrcesdl a charge of $172 million during the first qaaof fiscal 2010 to reflect the
anticipated repatriation of earnings from the salgoiirpose entity. Due to the anticipated repatiiadf the earnings, the tax associated with
the transaction, including the tax assessed biRBeno longer represents an uncertain tax berefikes associated with this transaction,
including both the charge taken in the prior quaated the amount previously accrued as an unrezedriax benefit, are classified as defe
tax liabilities or current taxes payable.

During fiscal 2009, the Company received a Revekgent's Report for tax years 2003 through 2005,cltincluded the NPA'’s
discussed above and new NPA's related to the Coypéransfer pricing arrangements between foreigth @domestic subsidiaries and the
transfer of intellectual property among subsidsoéan acquired entity prior to its acquisitiontbg Company. The amount of additional tax
proposed by the IRS in the new notices total $58Bom, excluding penalties and interest, but irdihg $462 million related to issues for
which CareFusion is liable under the tax mattere@ment in the event the amount must be paid ttattieg authority. The Company
disagrees with these proposed adjustments anddmtenvigorously contest them. The Company belighasit is adequately reserved for the
uncertain tax position relating to these matters.

It is reasonably possible that there could be aghan the amount of unrecognized tax benefitsiwitiie next 12 months due to
activities of the IRS or other taxing authoritiessluding proposed assessments of additional @ssiple settlement of audit issues, or the
expiration of applicable statutes of limitationfieTCompany estimates that the range of the posdillege in unrecognized tax benefits
within the next 12 months is a decrease of appratety zero to $25 million excluding penalties antkrest.

The Company’s provision for income taxes as a peage of pretax earnings from continuing operatidefective tax rate”) was
36.9% and 68.8%, respectively, for the three ardnginths ended December 31, 2009 compared to 3@ntP35.1%, respectively, for the
three and six months ended December 31, 2008. @gndluctuations in the effective tax rate areedo changes within international and
U.S. state effective tax rates resulting from tleenPany’s business mix and the impact of restruetuand employee severance, impairments
and other discrete items. During the six monthsdridecember 31, 2009 the effective tax rate wastegol by an unfavorable adjustment of
$172 million, or 31.8%, attributable to earningslaoger indefinitely invested offshore.
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The effective tax rates for the three and six memifided December 31, 2008 were unfavorably impdstek® million and favorably
impacted by $10 million, respectively, as the restiliscrete tax adjustments. During the three siranonths ended December 31, 2008
there were favorable tax adjustments of $3 milko $23 million, respectively, as the result of thlease of a valuation allowance that had
previously been established for capital lossesvitich the Company’s ability to utilize were uncémtarhe remaining unfavorable tax
adjustments relate primarily to adjustments toGoenpany’s state deferred tax rates.

See Note 8 of “Notes to Condensed Consolidatedi€iabStatements” for additional information on thempany’s provision for
income taxes and unrecognized tax benefits.

Earnings from Discontinued Operations

Earnings from discontinued operations were $4 ariliind $28 million, respectively, for the three andmonths ended December 31,
2009 compared to $148 million and $224 million ke same periods in the prior year. CareFusionatipgr results are included within
earnings from discontinued operations for all pagsithrough the date of the Spin-Off. See Note Notes to Condensed Consolidated
Financial Statements” for information on the Compamliscontinued operations.

Segment Results of Operations
Reportable Segments

In connection with the Spin-Off, during the firsiagter of fiscal 2010, the Company reorganizeduisinesses into two reportable
segments — Pharmaceutical and Medical. The Comeealyates the performance of the individual segmbased upon, among other
things, segment profit. Segment profit is segmenénue less segment cost of products sold, lesseseSG&A expenses. Segment SG&A
expense includes equity compensation expense hasvallocated corporate expenses for shared fumsstincluding corporate management,
corporate finance, financial shared services, huresources, information technology, legal and &egrated hospital sales organization.
Information about interest income and expense acahne taxes is not provided at the segment lewelddition, restructuring and employee
severance, impairments and loss on sale of adigegjon (credits)/charges, net and certain inrent spending are not allocated to the
segments. Investment spending generally includefirgt year spend for certain projects which regjincremental strategic investments in
the form of additional operating expenses. The Camgpurges its segments to identify investment ptejerhich will encourage innovation
and provide future returns. As approval decisiamsstich projects are dependent upon executive reamagf, the expenses for such projects
are retained at Corporate. See Note 14 of “Not&otedensed Consolidated Financial Statements’dditianal information on the
Company’s reportable segments.

The following table summarizes segment revenu¢hi@three and six months ended December 31, 20D2G08:

Three Months Ended Six Months Ended
December 31, December 31,
(in millions, except growth rates) Change (1 2009 2008 Change (1 2009 2008
Pharmaceutice 3% $22,694. $22,078. 4% $45,257.0 $43,482.
Medical 9% 2,232. 2,057.: 9% 4,469.¢ 4,094.(
Total segment revent 3% 24,927.. 24,136.( 5%  49,726. 47,576.!
Corporate (2 N.M. (7.4 (18.2) N.M. (26.0 (21.9
Total consolidated revent 3% $24,919.° $24,117.i 5% $49,700.« $47,554.!

(1) Change is calculated as the percentage incoedsiecrease) for the three and six months endegmber 31, 2009 as compared to the
same periods in the prior ye
(2) Corporate revenue primarily consists of the elifioraof inte-segment revenu

The following table summarizes segment profit fer three and six months ended December 31, 2002G08&]

Three Months Ended Six Months Ended
December 31, December 31,
(in millions, except growth rates) Change (1 2009 2008 Change (1 2009 2008
Pharmaceutice ()% $259.€ $262.¢ (2% $468.C $475.¢
Medical 38% 102.5 74.% 26% 217.2 172.¢
Total segment prof 7% 362.1 337.1 6% 685.4 648.<
Corporate (2 N.M. 47 (240 N.M. 78.7) (48.6)
Total consolidated operating earnir 17%  $366.€ $313.1 1% $606.7 $599.7

(1) Change is calculated as the percentage incorgskecrease) for the three and six months endeeidber 31, 2009 as compared to the
same periods in the prior ye

(2) Corporate includes, among other things, resirugy and employee severance, impairments andlossle of assets, litigation
(credits)/charges, net and certain investment spgmnhich are not allocated to the segme
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Pharmaceutical Segment Performance

The Pharmaceutical segment revenue growth of $6iémor 3% and $1.8 billion or 4%, respectivetlyring the three and six months
ended December 31, 2009 as compared to the prompgziods was primarily due to pharmaceuticalgéppreciation and additional volume
from existing customers (the combined impact wa® $illion and $2.2 billion, respectively). The pheaceutical price appreciation index
was 8.2% for the trailing twelve months ended Ddoen81, 2009. Revenue was also positively impalseithe addition of new customers
($36 million and $144 million, respectively) andyagively impacted by the loss of customers ($46aniand $663 million, respectively).

Pharmaceutical segment profit decreased $3 mitiiol? and $8 million or 2%, respectively, during three and six months ended
December 31, 2009 as compared to the prior ye@wgerSegment profit was negatively impacted bgeehase in gross margin of $16
million and $30 million for the three and six mositnded December 31, 2009, respectively, pariéifet by a decrease in SG&A of $13
million and $22 million for the three and six mositnded December 31, 2009, respectively. The deitligross margin was primarily due to
increased customer discounts ($24 million and $8om respectively) as a result of customer rejmgys and increased sales volume and the
timing and reduction in new generic launches ($2an and $45 million, respectively). The declimegross margin was also due to the
repositioning of Medicine Shoppe ($26 million artl$nillion, respectively) which was partially offdey efficiencies gained within SG&A.
The decline in gross margin was partially offsefrmreased distribution service agreement feegphadmaceutical price appreciation under
branded manufacturer agreements (combined imp&24million and $46 million, respectively). Alséfgetting the decline in gross margin
were increased manufacturer cash discounts ($1ibménd $46 million, respectively), the favorabigact of a generic transition within the
nuclear pharmacy business ($12 million and $42Zonillrespectively) and various initiatives focusedgeneric products. The increased
distribution service agreement fees and manufactagh discounts were primarily the result of iased sales volume. The Company exg
a certain level of continued pricing pressure duthé competitive market in which it operates. deeline in SG&A expenses was primarily
due to company-wide cost control initiatives.

The Company’s results could be adversely affedtedlés of pharmaceutical products decline, cortipetpricing pressure intensifies,
the frequency of new generic pharmaceutical laundeereases, generic price deflation increasg#yamaceutical price appreciation on
branded products decreases. Alternatively, the @ayip results could benefit if sales of pharmaaalfproducts increase, the frequency of
new generic pharmaceutical launches increasesriggmize deflation decreases, or pharmaceutidaemppreciation on branded products
increases.

The Pharmaceutical segment’s nuclear pharmacycssrbiusiness dispenses several products prepangdaysarticular
radioisotope. The supply of that radioisotope isently adversely affected by a continued and proéal shortage of the raw material used to
derive that radioisotope. The Company is workirasely with manufacturers to build long-term solatdo this supply challenge.

Bulk and Non-Bulk Customers . The Pharmaceutical segment differentiates betwe#nand norsulk customers because bulk custor
generate significantly lower segment profit as ecpetage of revenue than that generated by nondusfomers. Bulk customers consist of
retail chain customers’ centralized warehouse digar®and customers’ mail order businesses. Akiotustomers are classified as non-bulk
customers (for example, retail stores, pharmabiespitals and alternate care sites). Bulk custoinetgde the warehouse operations of retail
chains whose retail stores are classified as ndindustomers. A single retail chain pharmacy cugtomay be both a bulk customer with
respect to its warehouse operations and a nondustiomer with respect to its retail stores. Bulktomers have the ability to process large
guantities of products in central locations and-disttribute these products to their individualaiestores or customers. Substantially all
deliveries to bulk customers consist of producppéd in the same form as the product is receivad the manufacturer, but a small portion
of deliveries to bulk customers are broken down srhaller units prior to shipping. Non-bulk custemen the other hand, require more
complex servicing by the Company. These servidesf ahich are performed by the Company, includeeiving inventory in large or full
case quantities and breaking it down into smallemgjties, warehousing the product for a longeigokeof time, picking individual products
specific to a customer’s order and delivering #ratller order to a customer location.
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The Company tracks revenue by bulk and non-bulkoooers in its financial systems. An internal aneslyss been prepared to estimate
segment profit from bulk and non-bulk customerabgcating segment expenses (total of segmentatgsbducts sold and segment SG&A
expenses) separately for bulk and non-bulk custenTdre following table shows the allocation of segtrexpenses, segment profit and
segment profit as a percentage of revenue for &ntknon-bulk customers for the three and six moeatited December 31, 2009 and 2008
(prior period amounts differ from those previoudigclosed as they have been updated to removerdalé which has been reclassified to
discontinued operations):

Three Months Ended Six Months Ended
December 31, December 31,

(in millions, except percentage of revenue) 2009 2008 2009 2008
Non-bulk customers
Revenue from nc-bulk customer: $11,670.: $10,954.. $22,906.( $21,629.!
Segment expenses allocated to-bulk customers (1 $11,434. $10,725.! $22,467.( $21,215.¢
Segment profit from nc-bulk customers (1 $ 235.¢ $ 228« $ 439. $ 413.¢
Segment profit from non-bulk customers as a peeggnof

revenue from nc-bulk customers (1 2.02% 2.08% 1.92% 1.91%
Bulk customers
Revenue from bulk custome $11,024.( $11,124. $22,351.( $21,853..
Segment expenses allocated to bulk customel $11,000.¢ $11,090.: $22,322.( $21,791.(
Segment profit from bulk customers | $ 23.¢ $ 34z $ 29.C $ 62:
Segment profit from bulk customers as a percentége

revenue from bulk customers ( 0.22% 0.31% 0.1%% 0.2%%

(1) Amounts shown are estimates based upon thenaitenalysis described above. The preparatiohisfinternal analysis required the use
of complex and subjective estimates and allocati@s®d upon assumptions, past experience and judgna¢ the Company believes
are reasonable. The core pharmaceutical distribatpeeration (“Distribution”) services both bulk andn-bulk customers. Therefore,
expenses associated with this operation were adlddzetween bulk and non-bulk customers as deschbw. The brokerage
operation (“Brokerage”) only services bulk customéherefore, expenses associated with Brokeragallacated to bulk customers.
The remaining operations (i.e., excluding Distriba} service non-bulk customers, therefore, expeassociated with these operations
were allocated to n-bulk customers

The following describes the allocation of the majomponents of cost of products sold for Distribatbetween bulk and non-bulk
customers:

» Cost of products sold for pharmaceutical produstetermined by specifically tracking the manufestis designated price of
products, at the time the products are sold, blg Botl non-bulk customers. The manufactwelesignated price is then reducec
other components impacting cost of products salduding distribution service agreement fees, plaaeutical price appreciation,
manufacturer cash discounts and manufacturer rebatincentives. In addition, other inventory ¢gesrand credits are added or
subtracted, as appropriate, to arrive at costadfycts sold. The Company used the following methbdsit believes provide a
reasonable correlation to allocate the remainingpmments of cost of products sold between bulkraom-bulk customers

. Distribution service agreement fees and pharmazauyirice appreciation are tracked by manufactureerefore, the
Company allocated the distribution service agredrfesss and pharmaceutical price appreciation aatagtivith each
manufacturer among their products in proportioeaies of each product between bulk anc-bulk customers

. Manufacturer cash discounts are recognized asugtied to cost of products sold when the relategimory is sold and
were allocated in proportion to the manufact’'s published price of the product sold to bulk and-bulk customers

. Manufacturers’ rebates and incentives are basdedeoimdividual agreements entered into with mantuf&es related to
specific products. Rebates and incentives werepg by contract terms and then allocated in prapotb sales to bulk
and nor-bulk customers

. Other inventory charges and credits include chafgesutdated and returned inventory items andtdlagon in inventory
reserves. The Company estimated the portion oéthm&ntory charges and credits attributable td gmoduct and then
allocated them to bulk and r-bulk customers in proportion to the sales of th@eelucts.

The Company used methods that it believes provig@sonable correlation to allocate the SG&A expsiiigr Distribution between
bulk and non-bulk customers as follows:

. Warehouse expense includes labor-related expessesiated with receiving, shipping and handlingitiventory as well
as warehouse storage costs including insurances,taypplies and other facility costs. Warehouge®se was allocated in
proportion to the number of invoice line itemsddlfor each bulk or non-bulk customer because timagainy believes that
there is a correlation between the number of difieproducts ordered as reflected in invoice leved the level of effort
associated with receiving, shipping and handlirag trder (bulk customers typically order substdigtiarger quantities of
products and therefore generate substantially féweice lines which results in substantially lessrehouse expense bei
allocated to bulk customers
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. Delivery expense includes transportation costscataal with physically moving the product from tivarehouse to the
customer’s designated location. Delivery expensg allacated in proportion to the number of invoigeserated for each
bulk or nor-bulk customer on the assumption that each invoéreates a deliver

. Sales expense includes personnel-related costsiagzbwith sales and customer service activisesl{ activities are the
same for both bulk and non-bulk customers). Satpsrse was allocated in proportion to the numbémadices generated
for each bulk or non-bulk customer because custamveices are a reasonable estimate of the amdunisbomer service
calls and sales effort; ai

. General and administrative expenses were allogatprbportion to the units of products sold to batknon-bulk
customers. These expenses were allocated on thmpiisn that general and administrative expensaease or decrease
in direct relation to the volume of sali

The internal analysis indicated segment expensagascentage of revenue were higher for bulk eoste than for non-bulk customers
because of lower pricing on sales for bulk custenagd higher segment cost of products sold partidiset by lower segment SG&A
expenses. Bulk customers receive lower pricingadessof the same products than non-bulk customergalvolume pricing in a competitive
market and the lower costs related to the senpoegided by the Company. In addition, sales to lmui&tomers in aggregate generate higher
segment cost of products sold as a percentageefiue than sales to non-bulk customers becausechstemers’ orders consist almost
entirely of higher cost branded products. The higlegment cost of products sold as a percentageyehue for bulk customers is also driven
by lower manufacturer distribution service agreenfees and branded pharmaceutical price appreciatio lower manufacturer cash
discounts. Manufacturer distribution service agreenfiees and manufacturer cash discounts are rizeagas a reduction to segment cost of
products sold and are lower as a percentage ohueveue to the mix of products sold. Pharmaceupiga¢é appreciation increases customer
pricing which, in turn, results in higher segmerdsg margin for sales of inventory that was on-hatritie time of the manufacturer’s price
increase. Since products sold to bulk customergemerally held in inventory for a shorter timerthmoducts sold to non-bulk customers,
there is less opportunity to realize the benefiplwdirmaceutical price appreciation. Consequergiyment cost of products sold as a
percentage of revenue for bulk customers is hittren for non-bulk customers and segment gross masya percentage of revenue is
substantially lower for bulk customers than for ik customers. Deliveries to bulk customers regjgubstantially less services by the
Company than deliveries to non-bulk customers.uehssegment SG&A expenses as a percentage ofuewem bulk customers are
substantially lower than from non-bulk customerewsdver, the lower SG&A expenses do not offset ilghdr cost of products sold and as a
result, segment profit as a percentage of revenagnificantly lower for bulk customers than famabulk customers.

The Company defines bulk and non-bulk customersdas the way in which the Company operates itfess and the services it
performs for its customers. The Company is not awdian industry standard regarding the defininbbulk customers and based solely on a
review of the Annual Reports on Form 10-K of othational pharmaceutical wholesalers, the Compatgsrhat other companies in
comparable businesses may, or may not, use additfdefinition of bulk customers.

During the three and six months ended Decembe2(®19, revenue from non-bulk customers increaseé #llion and $1.3 billion,
respectively, compared to the same periods in tioe year due to increased revenue from existirggamers. Segment profit from non-bulk
customers increased $7 million and $25 millionpessively, during the three and six months endeceler 31, 2009 compared to the same
periods in the prior year due to increased distidlnuservice agreement fees and pharmaceutica pppreciation and a decrease in SG&A
expenses, partially offset by customer discouetdiiction in generic launches and the repositioniidedicine Shoppe.

During the three months ended December 31, 2098nte from bulk customers decreased $100 millionpared to the same period
the prior year due to the timing of purchases byag® customers and the loss of a customer. Duhiagsix months ended December 31, 2009,
revenue from bulk customers increased $498 milliompared to the same period in the prior year duecreased volume from existing
customers. Segment profit from bulk customers desaé $10 million and $33 million, respectively, floe three and six months ended
December 31, 2009 compared to the same periogkipribr year primarily due to increased customscalints as a result of customer
repricings.

Medical Segment Performance

The Medical segment revenue growth of $175 milbto®% and $375 million or 9%, respectively, durthg three and six months enc
December 31, 2009 as compared to the prior yedwgsewas primarily due to additional volume fronistixig customers ($155 million and
$310 million, respectively). The additional volunvas partially driven by strong demand for flu-rethpproducts. Revenue was also positively
impacted by the addition of new customers ($39iomland $85 million, respectively) and new prody@tss million and $38 million,
respectively). Revenue growth was negatively imgédly the loss of customers ($84 million and $178an, respectively). Revenue for the
six months ended December 31, 2009 was also palgiimpacted by the recognition of previously degerintercompany revenue for sales to
CareFusion ($51 million). Prior to the Spin-Offet@ompany deferred revenue for products sold tefsion businesses until the products
were sold to the end customers. In connection thighSpin-Off, the previously deferred revenue vea®gnized.
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The Medical segment profit increased $28 millior88% and $45 million or 26%, respectively, durihg three and six months ended
December 31, 2009 as compared to the same pendls prior year. Segment profit was positively &ofed by an increase in gross margin
of $54 million and $76 million, respectively. Thecrease in gross margin was primarily due to ae#eser in raw materials costs ($19 million
and $32 million, respectively) and increased reeei@ross margin for the six months ended Decembe2@®9 was also positively impacted
by the recognition of the deferred revenue fors&beCareFusion discussed above ($14 million). S@&penses for the three and six months
ended December 31, 2009 increased $26 million &idndillion, respectively, compared to the sameqaiTiin the prior year primarily due to
incremental strategic project investments ($13iamland $24 million, respectively) and in suppdrtte 9% revenue growth. The increase in
SG&A was partially offset by company-wide cost gohtnitiatives.

Liquidity and Capital Resources
Sources and Uses of Cash
The following table summarizes the Company’s CosddriConsolidated Statements of Cash Flows forixh@aenths ended
December 31, 2009 and 2008:

Six Months Ended
December 31,

(in millions) 2009 2008
Net cash provided by/(used i- continuing operation:
Operating activitie: $ 783.¢ $(506.4)
Investing activities 27.4 (124.9)
Financing activitie: (1,706.7) (259.0
Net cash provided by/(used i- discontinued operation
Operating activitie: $ 146.¢ $717.€
Investing activities (9.9 (51.9)
Financing activitie: 1,283.¢ (2.3

Operating activities. Net cash provided by operating activities fromtoaring operations during the six months ended Dréysr 31,
2009 totaled $784 million, which was driven by éags and changes in working capital. The most ficant changes in working capital we
increased accounts payable ($1.5 billion) offseinlsyeased inventories ($1.1 billion) during thgulkar course of business. Cash flows from
operations can be significantly impacted by facgush as the timing of inventory purchases, custqgragments of accounts receivable and
payments to vendors during the regular course sifess.

Net cash provided by operating activities from diinued operations for the six months ended Deeer@b, 2009 totaled $147 million
primarily related to the earnings and changes irking capital for CareFusion.

Net cash used in operating activities from contigubperations during the six months ended Dece®ibe2008 totaled $506 million
primarily related to increased inventories ($118dmn) offset by increased accounts payable ($1li®b). These increases were due primarily
to timing of inventory purchases, receipts and payts to vendors.

Net cash provided by operating activities from digmued operations for the six months ended Deeerdb, 2008 totaled $718 million
primarily related to the earnings and changes irking capital for CareFusion.

Investing activities . Net cash provided by investing activities froomtiouing operations of $27 million during the sionths ended
December 31, 2009 primarily reflected proceeds ftbensale of CareFusion common stock ($135 millarYially offset by capital spending
($80 million). The Company expects to sell its rerimay CareFusion stock within the next 18 monthd srassessing the method and timing
based on market conditions and other factors.

Net cash used in investing activities from contimguoperations for the six months ended Decembe2@18 of $124 million primarily
reflected capital spending ($131 million).

Financing activities . Net cash used in financing activities from couiiy operations for the six months ended DecembgeP309 of
$1.7 billion primarily reflected the Company’s rgpaent of long-term obligations ($1.6 billion whiaicludes a $66 million early tender
premium) and payment of dividends ($127 million).

Net cash provided by financing activities from @éistinued operations for the six months ended Deeerdb, 2009 of $1.3 billion
primarily reflected permanent financing obtainedGareFusion prior to the Spin-Off offset by $90liof cash funding provided by the
Company to CareFusion pursuant to the Spin-Offretijoa agreement.
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Net cash used in financing activities from contimguoperations for the six months ended Decembe2@®18 of $259 million reflected
Company’s repayment of long term obligations ($8&tlion).

Share Repurchase Program

During the three and six months ended Decembe2(19, the Company repurchased $50 million of itd@mwn Shares pursuant to the
$500 million share repurchase program announcedugist 5, 2009. This repurchase authorization espin August 31, 2012. As of
December 31, 2009, $450 million remained from th@dmillion repurchase authorization. The Compatpeets to use this repurchase
program to at least offset equity plan issuances.

See the table under “Part II, Iltem 2" of this Faf:Q for more information regarding Company repasgs of Common Shares during
the three months ended December 31, 2009.

Capital Resources

The Company’s cash and equivalents balance wadi§ilion at December 31, 2009 compared to $1.2dsilat June 30, 2009. The cash
balance at December 31, 2009 was affected by setmavided by operating activities of $931 milljevhich was driven by earnings and
changes in working capital as described above.

The Company’s cash and equivalents balance asa#rbiger 31, 2009 included $406 million of cash hwldts subsidiaries outside of
the United States. Although the vast majority aftcheld outside the United States is availabledpatriation, doing so could subject it to
U.S. federal, state and local income tax. The Camppas a U.S. parent of foreign subsidiaries, neayporarily access cash held by its fore
subsidiaries without subjecting the Company to fe8eral income tax through intercompany loans. iNduded in the previously disclosed
cash held by subsidiaries outside of the UniteteStas an intercompany loan of $873 million frdme Company’s international Accounts
Receivable and Financing Entity (see below forwls@n of this entity), which is due by fiscal 2012

In addition to cash, the Company’s sources of diguiinclude a $1.5 billion commercial paper pragrbacked by a $1.5 billion
revolving credit facility and a committed receivablsales facility program with the capacity to $8b0 million in receivables. The Company
had no outstanding borrowings from the commercglgn program at December 31, 2009 and had no odistabalance under the
committed receivables sales facility program atddeoer 31, 2009.

During fiscal 2001, the Company entered into areegrent to periodically sell trade receivables $pecial purpose accounts receivable
and financing entity (the “Accounts Receivable &mhncing Entity”), which was exclusively engagadurchasing trade receivables from,
and making loans to, the Company. The Accounts iRalle and Financing Entity, which was consoliddbgdhe Company as it was the
primary beneficiary of the variable interest entissued preferred variable debt securities tdgzartot affiliated with the Company. On
October 3, 2008, the Company repaid the remainaigrize of $149 million for the preferred debt sémg and the agreement was termine
On November 10, 2009, the Company amended itsimgisbommitted receivables sales facility progranextend the program for an
additional 364 days.

On July 14, 2009 CareFusion obtained permanentding of $1.4 billion in the form of fixed rate sennotes, and in connection with
the Spin-Off, CareFusion distributed $1.4 billidncash to the Company immediately prior to the Spfh

On September 24, 2009, the Company completed aelatr announced on August 27, 2009 for an agtgegeichase price, including
an early tender premium but excluding accrued @sterfees and expenses, of up to $1.2 billion efdtiowing series of debt securities (listed
in order of acceptance priority): (i) 7.80% Debeatudue October 15, 2016 of Allegiance Corporat{iin6.75% Notes due February 15,
2011 of the Company; (iii) 6.00% Notes due June203,7 of the Company; (iv) 7.00% Debentures duekimt15, 2026 of Allegiance
Corporation; (v) 5.85% Notes due December 15, 21fie Company; (vi) 5.80% Notes due October 13,626f the Company; (vii) 5.65%
Notes due June 15, 2012 of the Company; (viii)) ®30tes due June 15, 2013 of the Company; andl©9% Notes due June 15, 201¢
the Company. The Company purchased more than $lich fpursuant to the offer using the order ofgpity set forth above. In connection
with the debt tender, the Company incurred atpreloss for the early extinguishment of debt gragimately $40 million, which included :
early tender premium of $66 million, the write-off$5 million of unamortized debt issuance costs] an offsetting $32 million fair value
adjustment to the respective debt related to pusiyaterminated interest rate swaps. See Note"Rates to Condensed Consolidated
Financial Statements” for additional informationtbe debt tender and the Company’s remaining kengr obligations at December 31, 30

On October 2, 2009, the Company repaid its $350amifloating rate notes that had reached theirumiigt

The Company’s capital resources are more fully dlesd in “Liquidity and Capital Resources” withiManagement’s Discussion and
Analysis of Financial Condition and Results of Ggiems” and Notes 4, 9 and 19 of the “Notes to ©btdated Financial Statements” from
the FY2009 Financial Statements.
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The Company currently believes that, based upastiagi cash, operating cash flow, available capéaburces (as discussed above) and
other available market transactions, it has adeqeegpital resources at its disposal to fund culyremtticipated capital expenditures, business
growth and expansion, working capital needs, cotited obligations and current and projected debtice requirements, including those
related to business combinations.

From time to time, the Company considers and ergjagacquisition transactions in order to expasddte as a leading provider of
products and services that improve the cost-effentiss of healthcare. If additional transactioeseatered into or consummated, the
Company may need to enter into funding arrangenfentsuch acquisitions.

Debt Ratings/Covenants

The Company'’s senior debt credit ratings from Séad@& Poor’s Rating Services (“S&P”), Moody’s Invess Service (“Moody’s”and
Fitch Ratings (“Fitch”) are BBB+, Baa3 and BBB, pestively, and the commercial paper ratings are R-3 and F2, respectively. The S&P
and Fitch ratings outlooks are “stable.” The Moadgutlook is “negative”. The senior debt creditrrgs and short-term ratings limit the
Company’s ability to gain access to the commengdgler market, but the Company believes that itllhble to utilize alternative sources of
credit that are available to the Company.

On April 16, 2009, in connection with the Spin-Gffie Company amended its $1.5 billion revolvingddréacility to, among other
things, replace a minimum net worth covenant wihenants that require the Company to maintain aaatated interest coverage ratio a
the end of any fiscal quarter of at least 4-to-d fmmaintain a consolidated leverage ratio of mverthan 3.25-to-1. The new covenants
became effective on September 1, 2009 followingsaammation of the Spin-Off and completion of thehcdistribution from CareFusion to
the Company.

On May 1, 2009, the Company amended its committedivables sales facility program to replace amimh net worth covenant in tl
Performance Guaranty with covenants that requeeCthmpany to maintain a consolidated interest @meratio as of the end of any fiscal
quarter of at least 4-to-1 and to maintain a cadat#d leverage ratio of no more than 3.25-to-% fiaw covenants became effective on
September 1, 2009.

As of December 31, 2009, the Company was in compdéiavith these financial covenants.

Contractual Obligations

Except as disclosed in the Company’s Quarterly RegpoForm 10-Q for the quarter ended Septembe2@09, there have been no
material changes, outside of the ordinary courdmisiness, in the Company’s outstanding contractolidations since the end of the 2009
fiscal year.

Off-Balance Sheet Arrangements

See “Liquidity and Capital Resources—Capital Resesit and Note 19 of “Notes to Consolidated Findrsiatements” in the FY2009
Financial Statements, which is incorporated hebgineference, for a discussion of off-balance shestngements.

Recent Financial Accounting Standards
See Note 1 of “Notes to Condensed Consolidatedi€iabStatements” for a discussion of recent fi@reccounting standards.

Item 3: Quantitative and Qualitative Disclosures alout Market Risk

The Company believes that there has been no matedage in the quantitative and qualitative marisits since the end of the
Company’s 2009 fiscal year end.

ltem 4: Controls and Procedures

Evaluation of Disclosure Controls and Procedures. The Company carried out an evaluation, as requiyeule 13a-15(e) under the
Exchange Act, with the participation of the Compamyincipal executive officer and principal finaakofficer, of the effectiveness of the
Company’s disclosure controls and procedures &ecoémber 31, 2009. Based on this evaluation, threg@ay’s principal executive officer
and principal financial officer have concluded tttee Company’s disclosure controls and proceduers wffective as of December 31, 2009
to provide reasonable assurance that informatiquired to be disclosed in the Company’s reportseutite Exchange Act is recorded,
processed, summarized and reported within the pieniods specified in the SEC rules and forms amur¢eide that such information is
accumulated and communicated to management to sheely decisions regarding required disclosure.
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Changesin Internal Control Over Financial Reporting . There were no changes in the Company’s internatrabover financial
reporting during the quarter ended December 319 208 have materially affected, or are reasonkdyy to materially affect, its internal
control over financial reporting.

Inherent Limitations on Effectiveness of Controls. The Company’s management, including its princgacutive officer and the
principal financial officer, does not expect thia Company’s disclosure controls or its internaltoa over financial reporting will prevent or
detect all error and all fraud. A control system,matter how well designed and operated, can peocerdy reasonable, not absolute, assur.
that the control system’s objectives will be mdieTdesign of a control system must reflect the theatt there are resource constraints, and the
benefits of controls must be considered relativingir costs. Further, because of the inherentditioins in all control systems, no evaluation
of controls can provide absolute assurance thattatesments due to error or fraud will not occuthatt all control issues and instances of
fraud, if any, have been detected. These inheiritations include the realities that judgmentsli@cision-making can be faulty and that
breakdowns can occur because of simple error dak@sControls can also be circumvented by theviddal acts of some persons, by
collusion of two or more people, or by managemeetiade of the controls. The design of any systémontrols is based in part on certain
assumptions about the likelihood of future eveats there can be no assurance that any desigaugidked in achieving its stated goals u
all potential future conditions. Projections of aawaluation of controls effectiveness to futureigas are subject to risks. Over time, controls
may become inadequate because of changes in amsddr deterioration in the degree of compliandh wolicies or procedures.

PART Il. OTHER INFORMATION

Item 1: Legal Proceedings

The legal proceedings described in Note 9 of “NédeSondensed Consolidated Financial Statememtsincorporated by reference ii
this Part Il, Item 1.

ltem 1A: Risk Factors

The risk factors in the Company’s Annual ReporFanm 10-K for the fiscal year ended June 30, 2@08 (2009 Form 10-K”jncludec
risks that were specific to CareFusion. The Compammypleted the Spin-Off of CareFusion on AugustZ)9 and as such the risk factors in
the 2009 Form 10-K were superseded by the rislofactet forth in “Part I, Item 1A—Risk Factors” thfe Company’s Quarterly Report on
Form 10-Q for the quarter ended September 30, 20@9'September 30, 2009 Form 10-Q”). In additionthte other information set forth in
this Form 10-Q, you should carefully consider tis&s discussed in “Part Il, Item 1A—Risk Factons'the September 30, 2009 Form 10-Q,
which could materially and adversely affect the @amy’s results of operations, financial conditibquidity, cash flows and/or future
business prospects.

The risks described in the September 30, 2009 A®+® and in this Form 10-Q are not the only rigiat the Company faces. The
information in this Form 10-Q and the risks desedilin the September 30, 2009 Form 10-Q should direconjunction with the 2009 Form
10-K and the Company’s filings with the SEC sinaael 30, 2009. The Company’s results of operatifmancial condition, liquidity, cash
flows and/or future business prospects could at¢saffected by additional risks and uncertaintietskmown to the Company at the time of the
filing of this Form 10-Q or that the Company cuttgrconsiders to be immaterial.

Item 2: Unregistered Sales of Equity Securities antdse of Proceeds

The following table provides information about puases the Company made of its Common Shares dherguarter ended
December 31, 2009:

Issuer Purchases of Equity Securities

Total Number of

Shares Purchase Approximate Dollar
Value of Shares tha

Total Number as Part of May Yet Be
Publicly Purchased Under the

of Shares Average Price Announced

Period Purchased (1 Paid per Share Program (2) Program (2)
October -31, 200¢ 66€ $ 27.6( — $ 500,000,00
November -30, 200¢ 1,625,62 30.7¢ 1,625,41! 450,000,02
December -31, 200¢ 92t 32.6i — 450,000,02
Total 1,627,21! $ 30.7¢ 1,625,41! $ 450,000,02

(1) Includes 134, 113 and 170 Common Shares puedhiasOctober, November and December 2009, respéctihrough a rabbi trust as
investments of participants in the Company’s Def@il€ompensation Plan. Also includes 534, 98 and@&tsicted shares surrendered
in October, November and December 2009, respegtibiglemployees upon vesting to meet tax withhgc

(2) During the three months ended December 31, 20@9Ctmpany repurchased approximately $50 millioitsoc€ommon Shares under
existing $500 million share repurchase program anoed on August 5, 2009. This repurchase autharizapires on August 31, 20:
At December 31, 2009, approximately $450 milliomagned from the $500 million repurchase authoraatiThe Company expects to
use this repurchase program to at least offsetyeplan issuance:
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Item 4: Submission of Matters to a Vote of Security Holder:

The Company’s 2009 Annual Meeting of Shareholdeas teld on November 4, 2009. Matters voted updneateeting and the votes
tabulated with respect to such matters are aswsllo

Election of Directors

Director Votes Fol Votes Agains Abstentions
Colleen F. Arnolc 319,507,61 8,226,59 924,48
George S. Barre 318,071,76 9,796,63. 790,29¢
Glenn A. Britt 319,170,66 8,547,60: 940,42¢
Calvin Darder 307,569,60 20,116,00 973,08t
Bruce L. Downey 322,384,10 5,315,48. 959,10¢
John F. Finr 317,182,33 10,611,81 864,54(
Gregory B. Kenny 304,480,90 23,217,18 960,59¢
Richard C. Notebae 307,736,90 19,993,48 928,30:
David W. Raisbecl 318,861,61 8,873,65! 923,41
Jean G. Spauldin 307,656,71  20,148,81 853,16

Management and Shareholder Proposals

Votes Cast Broker
For Against Abstain Non-Votes

Ratification of the selection of the Company'’s ipdedent registered accounting firm 1

fiscal 2010 324,017,90 4,358,801 281,98 —
Re-approval of the material terms of the perforneaeriteria under Cardinal Health's

Amended and Restated Management Incentive 317,281,41  9,695,42' 1,681,85! —
Shareholder proposal regarding performi-based stock optior 124,305,40 171,238,61 3,127,28' 29,987,39
Shareholder proposal regarding an amendment tGahgpany’s Restated Code of

Regulations to require that the Chairman of therBde an independent direc 47,623,61 250,190,81 856,87( 29,987,39
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ltem 6: Exhibits

Exhibit
Number Exhibit Description
3.1 Amended and Restated Articles of Incorporation afdihal Health, Inc., as amended (incorporatecehgrence to Exhibit 3.
to the Compar’s Quarterly Report on Form -Q for the quarter ended September 30, 2008, Filel-11373)
3.2 Cardinal Health, Inc. Restated Code of Regulatiarssmended (incorporated by reference to ExhiBit@the Company’s
Quarterly Report on Form -Q for the quarter ended September 30, 2008, Filel-11373)
10.1 Second Amendment to Cardinal Health, Inc. 2005 Ldagn Incentive Plan (as amended and restated l[dexaimber 5,
2008) (incorporated by reference to exhibit 10th.the Company’s Quarterly Report on Form 10-Qtiierquarter ended
September 30, 2009, File N¢-11373)
10.2 First Amendment to Cardinal Health, Inc. 2007 Noptyee Directors Equity Incentive Plan (incorpodaby reference to
exhibit 10.2.1 to the Compa’s Quarterly Report on Form -Q for the quarter ended September 30, 2009, Filel-11373)
10.3 Form of amended and restated Aircraft Time Shafiggeement between Cardinal Health, Inc. and Ge8tdgarrett

(incorporated by reference to exhibit 10.4.2 to@wenpany’s Quarterly Report on Form 10-Q for tharter ended
September 30, 2009, File N¢-11373)

10.4 Third Amendment, dated as of November 10, 200¢hdorhird Amendment and Restated Receivables Psechgreement,
dated as of November 19, 2007 (incorporated byeaf® to exhibit 10.1 to the Company’s Current Repo Form 8-K filed
on November 16, 2009, File Nc-11373)

10.5 Third Amendment to the Cardinal Health, Inc. Brgi-based Equity Incentive Plan, as amen

10.6 Fourth Amendment to Cardinal Health, Inc. Amended Restated Equity Incentive Plan, as amet

121 Computation of Ratio of Earnings to Fixed Char

31.1 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002

31.2 Certification of Chief Financial Officer pursuamnt $ection 302 of the Sarba-Oxley Act of 200z

321 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantcdiio8e906 of the
Sarbane-Oxley Act of 2002

32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiioBe906 of the
Sarbane-Oxley Act of 200z

99.1 Statement regarding Forwi-Looking Information

101.INS* XBRL Instance Documer

101.SCH’ XBRL Taxonomy Extension Schema Docum

101.CAL* XBRL Taxonomy Extension Calculation Linkbase Docuntr
101.DEF* XBRL Taxonomy Definition Linkbase Docume

101.LAB* XBRL Taxonomy Extension Label Linkbase Docum
101.PRE? XBRL Taxonomy Extension Presentation Linkbase Doent

* XBRL (Extensible Business Reporting Languagebpiniation is furnished and not filed or a part eégistration statement or prospectus
for purposes of Sections 11 or 12 of the Securhigtsof 1933, is deemed not filed for purposes eftin 18 of the Securities Exchange
Act of 1934, and otherwise is not subject to lidpiinder these section

Cardinal Health Website

The Company uses its website as a channel oftaisivn for material company information. Importamformation, including news
releases, analyst presentations and financialrimdtion regarding the Company, is routinely posted @ccessible on the Investors page at
www.cardinalhealth.com. In addition, the Company&bsite allows investors and other interested psrsm sign up to automatically receive
email alerts when the Company posts news rele&&43 filings and certain other information on itsbsite.
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causisd¢port to be signed on its behalf
by the undersigned thereunto duly authorized.

CARDINAL HEALTH, INC.

Date: February 5, 2010 /'s/ GEORGES. BARRETT

George S. Barrett
Chairman and Chief Executive Officer

/s/ JeFFReYW. H ENDERSON

Jeffrey W. Henderson
Chief Financial Officer
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Exhibit 10.5

THIRD AMENDMENT TO
CARDINAL HEALTH, INC.
BROADLY-BASED EQUITY INCENTIVE PLAN, AS AMENDED

This Third Amendment (“Third Amendment”) to the @aral Health, Inc. Broadlyased Equity Incentive Plan, as last amended bg¢oen:
Amendment thereto dated August 8, 2007 (the “Plas"gffective as of the date on which the sepamatif CareFusion Corporation, a
Delaware corporation, from Cardinal Health, Inoy,Ghio corporation (the “Company”), is effectivesrpuant to resolutions of the Board of
Directors of the Company, adopted by unanimousevritonsent dated August 27, 2009.

1. The first paragraph of Section 2 of the Plameeby deleted in its entirety and in replacemieetdof shall be the following:

“The Plan shall be administered by the Human Ressuand Compensation Committee (the “CommitteetheBoard
which shall have the power and authority to grargligible employees Stock Options and Restrictear&s. In particular, the
Committee shall have the authority to: (i) seleoptoyees of the Company as recipients of awargsj€termine the number
and type of awards to be granted; (iii) determiveeterms and conditions, not inconsistent withtémes hereof, of any
award; (iv) adopt, alter and repeal such admirisgaules, guidelines and practices governingRlan as it shall, from time
to time, deem advisable; (v) interpret the ternd grovisions of the Plan and any award grantedaanydagreements relating
thereto; and (vi) take any other actions the Conemitonsiders appropriate in connection with, ahdravise supervise the
administration of, the Plan. All decisions madettyy Committee pursuant to the provisions hereadf seamade in the
Committee’s sole discretion and shall be final bimdling on all persons.”

2. Subsection (h) of Section 5 of the Plan is hgdsdeted in its entirety and in replacement thesball be the following:

“(h) Other Termination of Employment. If an opti@ie employment by or service to the Company tertemfor any reason
other than death or retirement, or disability, &gck Option held by such optionee which has netacton such date of
termination will automatically terminate on the elaff such termination. Unless otherwise determmethe Committee at or
after grant or termination, the optionee (or agfaree) will have ninety (90) days (or such otheniqal as the Committee may
specify at or after grant or termination) from thete of termination to exercise any and all Stopkidhs that are then
exercisable on the date of termination; providedydwver, that if the termination was for Cause, ang all Stock Options
held by that optionee may be immediately cancelethe Committee. For purposes of the Plan, “Cansedns on account of
any act of fraud or intentional misrepresentatioembezzlement, misappropriation or conversionssets of the Company
or any subsidiary, or the intentional and repeatethtion of the written policies or procedurestioé Company. For purposes
of this Section 5(h), if a participant continuespdoyment or service with CareFusion CorporatioDedaware corporation
(“CareFusion”), or any of its affiliates after th&fective time of the distribution of the commongh of CareFusion to the
holders of Shares, which is expected to be 11:58,MNew York City time, on August 31, 2009 (the dhibution Effective
Time"), then such participant’s employment shali be deemed to have been terminated until suckcipeamt ceases to be a
full-time employee of CareFusion or any of its affil&”



3. The following subsection 5(k) is hereby inseitachediately after subsection 5(j):

“(k) Effect of Spin-Off. Other than with respecttttose Options or employment or severance arranggsnigat may provide
for terms more beneficial to the grantee, if (8 termination of employment of the grantee as altre$, and within fifteen
(15) months after, the separation of the Compa@yilsical and Medical Products businesses by meéasspin-off of those
businesses to the Company’s shareholders, artti¢igrantee was classified as an executive-levpl@me in accordance
with the Company’s human resources system at tetioim of employment or had at least ten (10) yeaontinuous service
with the Company and its affiliates, including seevwith an affiliate of the Company prior to thea¢ that such affiliate
became an affiliate of the Company, then the veSiatibns shall remain exercisable until the eadiethe second (2

nd) anniversary of such termination of employmentgoy later date until which it would remain exeatike by its terms) or
the expiration of its original term.”

4. Subsection (c) of Section 6 of the Plan is hgddieted in its entirety and in replacement thesball be the following:

“(c) Share Restrictions. Subject to the provisiohthis Plan and the applicable Restricted ShaRemtricted Share Unit
Award Agreement, during a period set by the Comaaitommencing with the date of such award and gralirsuch date as
determined by the Committee at grant (the “ResbrcPeriod”), the participant shall not be perndtte sell, transfer, pledge,
assign or otherwise encumber Restricted SharegstriBted Share Units awarded under the Plan. iemeat shall more than
an aggregate of ten percent (10%) of the Sharé®aned for issuance under this Plan (as adjustqd@ided in Section 4)
be granted in the form of Restricted Shares orriRésti Share Units having a restriction periodesfsl than three (3) years.
The Committee shall have the authority, in its &ltsodiscretion, to accelerate the time at which @nall of the restrictions
shall lapse with respect to any Restricted Shar&estricted Share Units or to remove any or alirietions after the grant of
such Restricted Shares or Restricted Share Umisided, however, that such discretion shall be@sged subject to the
limitations set forth in the preceding sentence]uding discretion exercised in connection withram@ee’s termination of
employment from the Company. Unless otherwise detexd by the Committee at or after grant or terriamg if a
participant’s employment by or service to the Comypterminates during the Restriction Period, abtReted Shares or
Restricted Share Units held by such participafitsstbject to restriction shall be forfeited by tharticipant. For purposes of
this Section 6(c), if a participant continues enypdent or service with CareFusion or any of itsliafés after the

Distribution Effective Time, then such participan€mployment shall not be deemed to have beenrtated until such
participant ceases to be a full-time employee oE€asion or any of its affiliates.”

5. The following paragraph is hereby inserted imiatedly after Section 7(a)(iii):

“Notwithstanding anything in this Plan or any awagteement evidencing an award granted under thist® the contrary,
after the Distribution Effective Time, this Sectid(a) shall not apply to any award granted underRen to an employee
who, after the Distribution Effective Time, is erapéd by CareFusion or any of its affiliates.”

6. Section 8 of the Plan is hereby deleted inntge&ty and in replacement thereof shall be thiofahg:

“The Board or the Committee may amend, alter ccatiinue the Plan; provided, however, no amendnadtetation or
discontinuation shall be made (i) which would imrghe rights of an optionee, participant or transéepursuant to Section 5
(e) under any award theretofore granted, withoaitogtionee’s, participant’s or transferee’s consextept for amendments
made to cause the Plan or such award to complyagigticable law, stock exchange rules or accoumtites, or (i) without

the approval of CAH’s shareholders to the exteohsapproval is required by applicable law, regolair stock exchange
rule.



The Committee may amend the terms of any awarethiere granted prospectively or retroactively;yided no such
amendment shall impair the rights of any holdehwiit the holder’s consent, unless it is made teeadle Plan or such
award to comply with applicable law, stock exchanges or accounting rules; provided, further, macg Option may be
amended so as to decrease the exercise pricetoSsock Option to reflect a decrease in the fairketavalue of the
underlying stock.

Subject to the above provisions, the Board or tom@ittee shall have authority to amend the Plaake into account
changes in applicable tax and securities laws andumting rules, as well as other developments.”
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Exhibit 10.6

FOURTH AMENDMENT TO
CARDINAL HEALTH, INC.
AMENDED AND RESTATED EQUITY INCENTIVE PLAN, AS AMEN DED

This Fourth Amendment (the “Fourth Amendmentthe Cardinal Health, Inc. Amended and Restatpdtiz Incentive Plan, as last ament
by the Third Amendment thereto dated August 8, 280& “Plan”), is effective as of the date on whibk separation of CareFusion
Corporation, a Delaware corporation, from Cardieélth, Inc., an Ohio corporation (the “Companys)effective, pursuant to resolutions of
the Board of Directors of the Company, adopted fignimous written consent dated August 27, 2009.

1. The first paragraph of Section 2 of the Plameeby deleted in its entirety and in replacemieetdof shall be the following:

“The Plan shall be administered by the Human Ressuand Compensation Committee (the “CommitteetheBoard
which shall have the power and authority to grargligible employees Stock Options, Restricted &haPerformance
Shares, Performance Share Units and Incentive Casatien Restricted Shares. In particular, the Cdiemshall have the
authority to: (i) select employees of the Compasiyezipients of awards; (ii) determine the numbret type of awards to be
granted,; (iii) determine the terms and conditior,inconsistent with the terms hereof, of any alyéw) adopt, alter and
repeal such administrative rules, guidelines aagpres governing the Plan as it shall, from tim&rhe, deem advisable;
(v) interpret the terms and provisions of the Rlad any award granted and any agreements relatmgto; and (vi) take any
other actions the Committee considers appropnat®nnection with, and otherwise supervise the adtnation of, the Plan.
All decisions made by the Committee pursuant topttewvisions hereof shall be made in the Committeels discretion and
shall be final and binding on all persons.”

2. Subsection (h) of Section 5 of the Plan is hgddeted in its entirety and in replacement thesball be the following:

“(h) Other Termination of Employment. If an opti@ie employment by or service to the Company tertem#or any reason
other than death or retirement, or disability, &bgck Option held by such optionee which has netacton such date of
termination will automatically terminate on the éaf such termination. Unless otherwise determimethe Committee at or
after grant or termination, the optionee (or agfaree) will have ninety (90) days (or such otheniqal as the Committee may
specify at or after grant or termination) from thete of termination to exercise any and all Stopkidhs that are then
exercisable on the date of termination; providedydwver, that if the termination was for Cause, ang all Stock Options
held by that optionee may be immediately cancelethe Committee. For purposes of the Plan, “Caunsedns on account of
any act of fraud or intentional misrepresentatioembezzlement, misappropriation or conversionssets of the Company
or any subsidiary, or the intentional and repeatethtion of the written policies or procedurestioé Company. For purposes
of this Section 5(h), if a participant continuespdoyment or service with CareFusion CorporatioDedaware corporation
(“CareFusion”), or any of its affiliates after thffective time of the distribution of the commongh of CareFusion to the
holders of Shares, which is expected to be 11:58,MNew York City time, on August 31, 2009 (the dhibution Effective
Time"), then such participant’s employment shall be deemed to have been terminated until suckcipeamt ceases to be a
full-time employee of CareFusion or any of its affil&”



3. The following subsection 5(k) is hereby inseitachediately after subsection 5(j):

“(k) Effect of Spin-Off. Other than with respecttttose Options or employment or severance arranggsnigat may provide
for terms more beneficial to the grantee, if (8 termination of employment of the grantee as altre$, and within fifteen
(15) months after, the separation of the Compa@yilsical and Medical Products businesses by meéasspin-off of those
businesses to the Company’s shareholders, artti¢igrantee was classified as an executive-levpl@me in accordance
with the Company’s human resources system at tetioim of employment or had at least ten (10) yeaontinuous service
with the Company and its affiliates, including seevwith an affiliate of the Company prior to thea¢ that such affiliate
became an affiliate of the Company, then the veSiatibns shall remain exercisable until the eadiethe second (2

nd) anniversary of such termination of employmentgoy later date until which it would remain exeatike by its terms) or
the expiration of its original term.”

4. Subsection (c) of Section 6 of the Plan is hgddieted in its entirety and in replacement thesball be the following:

“(c) Share Restrictions. Subject to the provisiohthis Plan and the applicable Restricted ShaRemtricted Share Unit
Award Agreement, during a period set by the Comaaitommencing with the date of such award and gralirsuch date as
determined by the Committee at grant (the “ResbrcPeriod”), the participant shall not be perndtte sell, transfer, pledge,
assign or otherwise encumber Restricted SharegstriBted Share Units awarded under the Plan. iemeat shall more than
an aggregate of ten percent (10%) of the Sharé®aned for issuance under this Plan (as adjustqd@ided in Section 4)
be granted in the form of Restricted Shares orriRésti Share Units having a restriction periodesfsl than three (3) years.
The Committee shall have the authority, in its &ltsodiscretion, to accelerate the time at which @nall of the restrictions
shall lapse with respect to any Restricted Shar&estricted Share Units or to remove any or alirietions after the grant of
such Restricted Shares or Restricted Share Umisided, however, that such discretion shall be@sged subject to the
limitations set forth in the preceding sentence]uding discretion exercised in connection withram@ee’s termination of
employment from the Company. Unless otherwise detexd by the Committee at or after grant or terriamg if a
participant’s employment by or service to the Comypterminates during the Restriction Period, abtReted Shares or
Restricted Share Units held by such participafitsstbject to restriction shall be forfeited by tharticipant. For purposes of
this Section 6(c), if a participant continues enypdent or service with CareFusion or any of itsliafés after the

Distribution Effective Time, then such participan€mployment shall not be deemed to have beenrtated until such
participant ceases to be a full-time employee oE€asion or any of its affiliates.”

5. The following paragraph is hereby inserted imiatedly after Section 10(a)(iii):

“Notwithstanding anything in this Plan or any awagteement evidencing an award granted under thist® the contrary,
after the Distribution Effective Time, this Sectib@(a) shall not apply to any award granted uniisrRlan to an employee
who, after the Distribution Effective Time, is erapéd by CareFusion or any of its affiliates.”

6. Section 11 of the Plan is hereby deleted ieritirety and in replacement thereof shall be ttleviang:

“The Board or the Committee may amend, alter ccatiinue the Plan; provided, however, no amendnadtetation or
discontinuation shall be made (i) which would imrghe rights of an optionee, participant or transéepursuant to Section 5
(e) under any award theretofore granted, withoaitojtionee’s, participant’s or transferee’s consextept for amendments
made to cause the Plan or such award to complyagigticable law, stock exchange rules or accoumtites, or (i) without

the approval of CAH’s shareholders to the exteohsapproval is required by applicable law, regolair stock exchange
rule.



The Committee may amend the terms of any awarethfere granted (except an Outside Director Optiprgspectively or
retroactively; provided no such amendment shallaimite rights of any holder without the holder&msent, unless it is
made to cause the Plan or such award to complyagigiicable law, stock exchange rules or accountites; provided,
further, no Stock Option may be amended so asdrmedse the exercise price of such Stock Optiopfteat a decrease in the
fair market value of the underlying stock.

Subject to the above provisions, the Board or tom@ittee shall have authority to amend the Plamake into account
changes in applicable tax and securities laws andumting rules, as well as other developments.”
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Exhibit 12.1

CARDINAL HEALTH, INC.
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

For the Six Months

Fiscal Year Ended June 30, Ended,
(in millions, except for ratios) 2005 2006 2007 2008 2009 December 31, 200
Earnings before income taxes and discontinued tipes $1,374.« $1,316.0 $815.c $1,295.. $1,159.¢ $ 540.(
Plus fixed charge:
Interest expens 87.2 102.t 108.2 143. 118. 62.1
Capitalized interes 4.8 4.1 10.5 13.t 5.1 1.1
Amortization of debt offering cos 34 3.4 7.4 3.5 3.8 6.€
Interest portion of rent expen 19.7 16.¢ 15.€ 12.2 11.1 3.4
Fixed charge: 115.1 126.¢ 1417 172.¢ 138.4 73.2
Plus amortization of capitalized inter 3.2 2.6 1.3 1t 2.t 3.2
Less capitalized intere (4.9 (4.2) (10.5) (13.5) (5.7) (1.7)
Earnings $1,487.¢ $1,441.¢ $947.6 $1,455.0 $1,295.4 $ 615.4

Ratio of earnings to fixed charg® 12.¢ 11.¢ 6.7 8.4 9.4 8.4

@ The ratio of earnings to fixed charges is compigdividing fixed charges into earnings before meotaxes and discontinued

operations plus fixed charges and capitalized ésteiFixed charges include interest expense, amtidn of debt offering costs and the
portion of rent expense which is deemed to be sgmtative of the interest factor. Interest expeaserded on tax exposures has been
recorded in income tax expense and has therefam dxecluded from the calculatic



Exhibit 31.1

I, George S. Barrett, certify that:

1.
2.

| have reviewed this Form -Q of Cardinal Health, Inc

Based on my knowledge, this report does notaiormny untrue statement of a material fact or emnittate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this ref

Based on my knowledge, the financial statememts,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presentet

this report;

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogti(as defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procedoresused such disclosure controls and procedaoites designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isiige prepared

b. Designed such internal control over financiglorting, or caused such internal control over faialhreporting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financégorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

C. Evaluated the effectiveness of the registradisclosure controls and procedures and preséntbis report our conclusio
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; ar

d. Disclosed in this report any change in the tegid’s internal control over financial reportirttat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an annuabrg that has material
affected, or is reasonably likely to materiallyesftf, the registra’s internal control over financial reporting; &

The registrant’s other certifying officer(s) anlgave disclosed, based on our most recent evatuat internal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardicéctors (or persons performing
the equivalent functions

a. All significant deficiencies and material weagses in the design or operation of internal cortvelr financial reporting
which are reasonably likely to adversely affectrgistrant’s ability to record, process, summasiad report financial
information; anc

b. Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the
registran’'s internal control over financial reportir

Dated: February 5, 2010

/sl George S. Barre

George S. Barre
Chairman and Chief Executive Offic




Exhibit 31.2

I, Jeffrey W. Henderson, certify that:

1.
2.

| have reviewed this Form -Q of Cardinal Health, Inc

Based on my knowledge, this report does notaiormny untrue statement of a material fact or emnittate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this ref

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presentet

this report;

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogti(as defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procedoresused such disclosure controls and procedaoites designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isige prepared

b. Designed such internal control over financiglorting, or caused such internal control over faiahreporting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financégorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

C. Evaluated the effectiveness of the registradisclosure controls and procedures and preséntbis report our conclusio
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; ar

d. Disclosed in this report any change in the tegid’s internal control over financial reportirttat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an annuabrg that has material
affected, or is reasonably likely to materiallyesftf, the registra’s internal control over financial reporting; &

The registrant’s other certifying officer(s) anlgave disclosed, based on our most recent evatuat internal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardicéctors (or persons performing
the equivalent functions

a. All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting
which are reasonably likely to adversely affectrgistrant’s ability to record, process, summasiad report financial
information; anc

b. Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the
registran’'s internal control over financial reportir

Dated: February 5, 2010

/sl Jeffrey W. Hendersc

Jeffrey W. Henderson
Chief Financial Officel




Exhibit 32.1

Certification by the Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted
Pursuant to Section 906 of the Sarbanes-Oxley Acf 2002

I, George S. Barrett, Chairman and Chief ExecuBifficer of Cardinal Health, Inc. (the “Company”grtify, pursuant to 18 U.S.C.
Section 1350, that:

(1) the Quarterly Report on Form 10-Q for the geraended December 31, 2009 containing the finasté¢ments of the Company (the

“Periodic Report”), which this statement accompanfally complies with the requirements of Secti@{a) or 15(d) of the Securities
Exchange Act of 1934 (15 U.S.C. 78m or 780(d));

(2) the information contained in the Periodic Refairly presents, in all material respects, thmaficial condition and results of operations
of the Company

Dated: February 5, 2010

/sl George S. Barre
George S. Barrett
Chairman and

Chief Executive Office




Exhibit 32.2

Certification by the Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted
Pursuant to Section 906 of the Sarbanes-Oxley Act 8002

I, Jeffrey W. Henderson, Chief Financial Officer@dirdinal Health, Inc. (the “Company”), certify,nsuant to 18 U.S.C. Section 1350,
that:

(1) the Quarterly Report on Form 10-Q for the qeraended December 31, 2009 containing the finasta¢ments of the Company (the
“Periodic Report”), which this statement accompanfally complies with the requirements of Secti@{a) or 15(d) of the Securities
Exchange Act of 1934 (15 U.S.C. 78m or 780(d));

(2) the information contained in the Periodic Refairly presents, in all material respects, thmaficial condition and results of operations
of the Company

Dated: February 5, 2010

/sl Jeffrey W. Hendersc

Jeffrey W. Henderson
Chief Financial Office




Exhibit 99.1

STATEMENT REGARDING FORWARD-LOOKING INFORMATION

Cardinal Health Inc.’s (“Cardinal Health” or the d@pany”) filings with the Securities and Exchanga@nission (the “SEC"),
including Cardinal Health’'s Annual Report on ForH for the fiscal year ended June 30, 2009, Caitditealth’s Annual Report to
Shareholders, any quarterly report on Form 10-@ngrcurrent report on Formi8-of Cardinal Health (along with any exhibits tachureports
as well as any amendments to such reports), oss pedeases, or any other written or oral statesmeate by or on behalf of Cardinal Hea
may include directly or by incorporation by refecerforward-looking statements which reflect Cartitealth’s current view (as of the date
such forward-looking statement is first made) wibpect to future events, prospects, projectiorimancial performance. The matters
discussed in these forward-looking statementswgest to certain risks and uncertainties and ofdetors that could cause actual results to
differ materially from those made, implied or preijed in or by such statements. These uncertaiatidther factors include, but are not
limited to:

* competitive pressures in the markets in which tragany operates, including pricing pressu

* increasing consolidation in the healthcare industtyich could give the resulting enterprises grebgggaining power and may
increase pressure on prices for the com’s products and service

e uncertainties regarding the proposed federal healthreform legislation and other government heath reform initiatives and
their enactment and implementatis

» the loss of or material reduction in the purchaseéefault by one or more key custome
« the loss of, or default by, one or more key supglfer which alternative suppliers may not be riyaaivailable;
* unfavorable changes to the terms of key customsujpplier relationships, or changes in customer,

» changes in manufacturers’ pricing, selling, inveytalistribution or supply policies or practicescluding policies concerning
price appreciatior

» changes in hospital buying groups or hospital bgiyiractices

» changes in the frequency or magnitude of brandednpdiceutical price appreciation or generic pharmgezd price deflation,
restrictions in the amount of inventory availaliddtie company, or changes in the timing of gerlatioches or the introduction of
branded pharmaceutica

* uncertainties relating to market conditions for phaceuticals

» changes in the distribution or outsourcing patferrpharmaceutical and medical/surgical products services, including an
increase in direct distributiol

» the costs, difficulties and uncertainties relatthe integration of acquired businesses, includatglities related to the operatio
or activities of such businesses prior to theingsiton;

e uncertainties related to the company’s divestitirategy, including difficulties in finding buyeos alternative exit strategies at
acceptable prices and terms and in a timely mai

» the compan’s ability to introduce and market new products imdbility to keep pace with advances in techngj

» changes in laws and regulations or in the integpiet or application of laws or regulations, aslhaslpossible failures to comply
with applicable laws or regulations as a resuppa@gsible misinterpretations or misapplicatic

» legislative changes to the prescription drug reirmbment formula and related reporting requiremgmtgeneric pharmaceuticals
under Medicaid

e uncertainties related to disruptions in the finahoiarkets, including uncertainties related todtailability and/or cost of credi

» the continued financial viability and success aof customers, suppliers and franchisees and theftenpact on our customers,
suppliers and franchisees of declining economidaitams;

» actions of regulatory bodies and other governmenitiiorities, including the U.S. Drug Enforcemeuinistration, the U.S.
Food and Drug Administration, the U.S. Nuclear Ratpry Commission, the U.S. Department of Healtdh Hluman Services,
various state boards of pharmacy and state heajthrtments that could delay, limit or suspend pcbdevelopment,
manufacturing, distribution or sales or result iarming letters, recalls, seizures, injunctions arwhetary sanction:

e costs or claims resulting from potential errorglefects in our manufacturing, compounding, repackagnformation systems or
pharmacy management services that may injure pei@otiamage property or operations, including costa remediation efforts
or recalls;

» the results, costs, effects or timing of any conuiadisputes, patent infringement claims, or olbgal proceedings



» the costs, effects, timing or success of restrigysrograms or plan:

» increased costs for the components, compoundsn@erials or energy used by our businesses, ingudidioisotopes, oil and
gas, or shortages in these inpi

» the risks of counterfeit products in the supplyich

» risks associated with global operations, includimg effect of local economic environments, inflatioecession, currency volatili
and global competition, in addition to risks asateil with compliance with U.S and internationaldaelating to global
operations

» difficulties or delays in the development, prodantimanufacturing and marketing of new or exispngducts and services,
including difficulties or delays associated witht@ibing requisite regulatory consents or approsakociated with those activitie

« disruption or damage to or failure of our infornoeatior controls system
e uncertainties relating to general economic, pdaltibusiness, industry, regulatory and market doord;

» risks associated with the spin-off of CareFusiomp@eation (“CareFusion”) including risks of not abting the intended benefits
from the spin-off, risks of non-performance undainsoff agreements, risks relating to less divéraifon, and risks relating to
adverse tax consequences to the Company and/Qotin@an’s shareholder:

» risks associated with the Company’s minority inwastt in CareFusion such as, risks relating to QasieR’s business, and risks
relating to the disposition of the retained shafeSareFusion common stock; a

« other factors described in the Form 10-Q for thégoeended December 31, 2009, and “ltem 1A: Risktéia” of the Form 10-Q
for the period ended September 30, 2(

”ou ” ”ou ”ou ” ou [LNTH

The words “believe,” “expect,” “anticipate,” “prajg” “estimate,” “target,” “intend,” “seek,” andmiilar expressions generally identify
“forward-looking statementsyvhich speak only as of the date the statement vaaem/Ne undertake no obligation to publicly updatesvise
any forwar-looking statements, except to the extent requiretetuapplicable law

” o



