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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 March 31, 2010

Commission File Number 1-11373

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 Seeti3 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wegjuired 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, maccelerated 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 O (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 Exge Act). YesO No
The number of Registrant’s Common Shares outstgratithe close of business on April 30, 2010 waeksws:

Common Shares, without par value: 362,071,984
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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

Nine Months Ended

March 31, March 31,
2010 2009 2010 2009

Revenue $24,342.t  $24,089.. $74,043.. $71,644..
Cost of products sol 23,332, 23,102.: 71,166. 68,841.(
Gross margir 1,010.: 986.¢ 2,876.¢ 2,803.:
Operating expenst

Distribution, selling, general and administratiupense: 628.¢ 573.( 1,819.¢ 1,741.¢

Restructuring and employee severa 13.¢ 31.7 84.4 69.2

Impairments and loss on sale of as: 4.2 0.7 28.2 11.2

Litigation (credits)/charges, n (2.9 0.€ (28.8) 0.3
Operating earning 366.: 380.¢ 973.( 980.7
Other (income)/expense, r (1.9 6.5 (15.7) 28.7
Interest expense, n 27.7 30.5 88.¢ 81.¢
Loss on extinguishment of de 0.C 0.C 39.¢ 0.C
Gain on sale of CareFusion common st (23.2) 0.C (43.9) 0.C
Earnings before income taxes and discontinued tipes 363.2 344.1 903.2 870.1
Provision for income taxe 138.2 129.( 510.( 313.¢
Earnings from continuing operatio 224.¢ 215.1 393.2 556.2
Earnings/(loss) from discontinued operations, ¢t (2.4) 97.¢ 25.5 322.2
Net earningy $ 222. 312¢ $§ 4187 $ 878«
Basic earnings/(loss) per Common Sh

Continuing operation $ 0.62 06C $ 11C $ 15¢

Discontinued operatior (0.07) 0.2¢ 0.07 0.9C

Net basic earnings per Common St $ 0.62 08 $ 117 $ 2.4¢
Diluted earnings/(loss) per Common Shi

Continuing operation $ 0.6z 06C $ 10 $ 154

Discontinued operatior (0.09) 0.27 0.07 0.8¢

Net diluted earnings per Common Sh $ 0.61 087 $ 11 $ 242
Weighted average number of Common Shares outsigr

Basic 358.7 358.1 359.( 357.%

Diluted 361.¢ 360.¢ 361.2 361.(
Cash dividends declared per Common SI $ 0.17¢ 0.14C $ 0528 $ 0.42

See notes to condensed consolidated financiahsémes.
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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 asset:

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 —UB&illion shares, Issued — 363.6 million shares

and 363.7 million shares at March 31, 2010 and 30n2009, respective
Retained earning

Common Shares in treasury, at cost: 1.9 milliomeshand 3.7 million shares at March 31, 2010 and

June 30, 2009, respective
Accumulated other comprehensive inca

Total shareholde’ equity
Total liabilities and sharehold¢ equity

See notes to condensed consolidated financiahstats.
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March 31, June 30,
2010 2009
(Unaudited)
$ 2,638.¢ $ 1,221.¢
5,550.: 5,214.¢
7,214.¢ 6,832.¢
534t 523.(
138.¢ 7,189.¢
16,077.. 20,981,
3,118.( 3,139.¢
(1,711.9 (1,675.)
1,406.: 1,464."
805.2 0.C
2,261.¢ 2,266.¢
719.¢ 405.5
$21,270.: $25,118.!
$ 232.¢ $ 366.C
10,766.t 9,041.¢
1,712.¢ 1,496.:
35.8 1,370.¢
12,747«  12,275.;
1,875.¢ 3,271.¢
1,286.: 847.:
0.C 0.C
2,897.: 3,031.¢
2,463.¢ 5,953.¢
(172.9 (343.0)
172.2 82.2
5,360.¢ 8,724.
$21,270.: $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
Shar-based payment compensat
Provision for bad debt
Change in operating assets and liabilities, neffefcts from acquisition:
Increase in trade receivabl
Increase in inventorie
Increase in accounts payal
Other accrued liabilities and operating items,
Net cash provided by operating activit— 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 divestitureslaash 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:
Reduction of lon-term obligations
Proceeds from lor-term obligations, net of issuance cc
Proceeds from issuance of Common Sh
Tax expense from stock optio
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 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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Nine Months Ended

March 31,
2010 2009
418.7 878.¢

(25.5)  (322.9)
393  556.

1942 168
39.¢ 0.C
(43.9) 0.C
28.2 11.2
79.C 82.¢
332 45.;

(365.)  (982.9)
(381.1) (1,343.)

1,722.7  1,634.¢
(38.9) 32.
1,662.(  204F
1478 624.
1,809.( _ 828.(

(19. (185
5.8

. 12.€
(1416 (1916
270.7 0.C
1155 (197.5

9. (715

105.6  (269.0

(1,485.) (307.)

0.C 24 F

24 F 38.7
(14.6) 0.2)
(66.4) 0.C
(1902  (150.9)
(50.0) 0.C
(1,782.)  (394.9)
1,283.¢ 2.7)
(498.9)  (396.C
1,417 163
1,221 _ 808.
2,638  971.f
863.1 0.C
3,758.( 0.C
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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#ig4 million shares of CareFusion
common stock (the “Spin-Off"Under the requirements of the Private Letter Rutibtpined from the Internal Revenue Service, thea@amy
is required to dispose of the retained shares offlesion common stock within five years of the Spiii During the three and nine months
ended March 31, 2010, the Company disposed of appately 5.4 million and 10.9 million shares of €ausion common stock, respectiv
Refer to Note 6 for additional information. Whila@inal Health is a party to a separation agreemedtvarious other agreements relating to
the separation, including a transition servicegagrent, a tax matters agreement, an employee magsrement, intellectual property
agreements and certain other commercial agreenteat§ompany has determined that it has no sigmificontinuing involvement in the
operations of CareFusion. Accordingly, the netssskECareFusion are presented separately in twesdensed consolidated financial
statements as assets from businesses held farshdiscontinued operations and the operatingtsesfilCareFusion are presented within
discontinued operations for all periods preserttedugh the date of the Spin-Off. The Company retgicertain surgical and exam gloves,
surgical drapes and apparel and fluid managemesimésses previously within the Clinical and Medieedducts segment following the Spin-
Off.

For fiscal 2009, the Company had three reportaddenents —Healthcare Supply Chain Services, Clinical and MaldProducts and A
Other. Effective July 1, 2009, the Company chantgeportable segments to: Pharmaceutical, MedicdICareFusion. The Pharmaceutical
segment encompassed the businesses previousiy withHealthcare Supply Chain Services segmentitibuted pharmaceutical,
radiopharmaceutical and over-the-counter healthgarducts as well as the businesses previouslymiitie 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 mamagt businesses previously within the Clinical Betlical Products segment. The
CareFusion segment encompasses the businessesughgwiithin the Clinical and Medical Products segnnexcluding 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 15 for information about these segme

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, 20¢he Company and CareFusion
entered into a transition services agreement, anttiers agreement, an employee matters agreeimigfiectual property agreements and
certain other commercial agreements. These agrdsniecluding 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 tdquks prior to, at and after the Spin-Off and goveertain 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 agredsipan the request of the Company, CareFusionusélits commercially reasonable
efforts to effect the registration under applicdielderal and state securities laws of any shar€aofFusion common stock retained by
Cardinal Health.

Pursuant to the transition services agreementhéothree months ended March 31, 2010, the Compmuognized approximately $22.3
million in transition service fee income, which apximately offsets the costs associated with primgidhe transition services. The Company
has recognized $77.5 million in transition senfiee income year-to-date since the Spin-Off. Add#idy, the Company purchased $165.4
million of CareFusion trade receivables pursuar@rt@ccounts receivable factoring arrangement legtilee Company and CareFusion du
the three months ended March 31, 2010. The Compasipurchased $438.9 million of CareFusion tradeivables year-to-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 refeseticCardinal 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. Beginning in the third quarter of 62010, the Company began presenting the gaimleno§ CareFusion common stock
separately on its condensed consolidated staterobBagsnings. This amount had previously been hetlin other (income)/expense, net.
Prior periods have been adjusted to conform wighrtbw presentations.

These condensed consolidated financial statementsnaudited and are presented pursuant to the ankk regulations of the SEC.
Accordingly, the condensed consolidated finanditesnents included in this Quarterly Report on F&f¥Q for the quarter ended March 31,
2010 (this “Form 10-Q") should be read in conjuantwith the audited consolidated financial statetmand related notes contained in the
Company’s Annual Report on Form 10-K for the fisgahr ended June 30, 2009, as updated by the Coregaorm 8-K filed on
November 16, 200¢“FY2009 Financial Statements”). Note 1 of the “Note Consolidated Financial Statements” from thB00 Financial
Statements is specifically incorporated in thistkdi0-Q by reference. In the opinion of managemehgdjustments necessary for a fair
presentation of the condensed consolidated finhszEigements have been included. Except as digtklsewhere in this Form 10-Q, all such
adjustments are of a normal and recurring nature.

Revenue Recognition. The Company recognizes revenue when persuasiveremgdf an arrangement exists, product delivery has
occurred or the services have been rendered, ite iprfixed 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 tar thdividual retail stores or customers. Revemaat bulk customers is recorded when title
transfers to the customer and the Company hasrtieefubbligation to provide services related tohsorchandise.

Revenue for deliveries that are directly shippedustomer warehouses from the manufacturer whetebompany acts as an
intermediary in the ordering and delivery of protus recorded gross in accordance with accourstimgdards addressing reporting revenue
on a gross basis as a principal versus on a nist &msn agent. This revenue is recorded on a gesss since the Company incurs credit risk
from the customer, bears the risk of loss for inptate 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 areaguaed by the Company not to exceed stipulated ars@u have other risk-sharing
provisions. Revenue is adjusted to reflect therestted 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 witlentransfers to its customers and the busihassno further obligation to
provide services related to such merchandise. RevEom 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
that is incidental to the functionality of the pumd or service are accounted for as revenue amag@igis with multiple deliverables. If the
deliverable meets the criterion of a separateafratccounting, 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 June 2009, the Financial Accounting Standardsr@¢‘FASB”) issued new accounting guidance onabeounting for transfers of
financial assets. This guidance improves the relezarepresentational faithfulness and comparglufiinformation provided about a trans
of financial assets, the effects of a transfeiirdricial assets on an entity’s financial statemearid a transferor’s continuing involvement, if
any, in financial assets transferred. This guidas&dfective for fiscal years beginning after Nouger 15, 2009. The Company has
determined that its committed receivables salditiawill not qualify as an off-balance sheet argement beginning July 1, 2010, unless the
facility is amended to qualify under this new aauiing guidance. The Company is considering whetihamend the facility.

In June 2009, the FASB issued new accounting gaielaegarding the consolidation of variable inteeggtities. This guidance improves
the financial reporting by enterprises involvedharariable interest entities. This guidance isaffe for fiscal years beginning after
November 15, 2009. The Company does not expe@dbption of this new accounting guidance to hameterial impact on the Compé's
financial position or results of operations.

In January 2010, the FASB issued new disclosurdaggie regarding fair value measurements. This ga@anproves the transparency
of disclosures about the use of fair value measengsnn financial statements. This guidance iscéiffe for interim and annual reporting
periods beginning after December 15, 2009, withetkeeption of certain disclosure requirements mdiggrgross changes in Level 3
measurements, which are not effective until figegrs beginning after December 15, 2010. The Cognpdapted this new disclosure
guidance in the third quarter of fiscal 2010 and im@luded the required additional disclosuresia Form 10-Q.

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, whighrecognized over its future service period.

Restructuring and Employee Severance

The following table summarizes activity relatedlie Company’s restructuring and employee severeosis during the three and nine
months ended March 31, 2010 and 2009:

Three Months Ended Nine Months Ended
March 31, March 31,
(in millions) 2010 2009 2010 2009
Employee related costs ( $ 34 $ 523 $ 327 $ 264
Facility exit and other costs ( 10.E 26.£ 51.7 42.€
Total restructuring and employee severs $ 13¢ $ 3157 $ 844 $ 69.:8

(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 period

(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 Compar’s delivery of information technology infrastructgervices

Restructuring and employee severance for the #mdenine months ended March 31, 2010 and 2009dadlgosts related to the
following significant projects:

Three Months Ended Nine Months Ended
March 31, March 31,
(in millions) 2010 2009 2010 2009
Segment Realignment ( $ 06 $ 04 $ 1€ $ 17¢€
Spir-Off (2) $ 33 $ 25¢ $ 594 $ 38¢
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(1) Effective July 1, 2008, the Company consoliddte businesses into two primary operating andmaple segments to reduce costs and
align resources with the needs of each segmeng8at Realignment”). In connection with the Spirf;@Hese reportable segments
have since been reorganized. Refer to Notes 1 aifior additional information regarding the Comp’s current reportable segmer

(2) During fiscal 2009 and fiscal 2010, the Comparourred restructuring expenses related to tha-8§)ff consisting of employee-related
costs, share-based payment compensation, costaltmte and execute the transaction, costs to a&pagrtain functions and
information technology systems and other one-tirardaction related costs. See Note 16 for furtifermation regarding share-based
payment compensation incurred in connection wighSpin-Off. Also included within these costs is $l#illion of costs related to the
retirement of the Compa’s former Chairman and Chief Executive Officer upompletion of the Sp-Off.

In addition to the significant restructuring progniadiscussed above, from time to time the Compaoyrs costs to implement smaller
restructuring efforts for specific operations withiis segments. These restructuring plans focusadnus aspects of operations, including
closing and consolidating certain manufacturing distribution operations, rationalizing headcoumd aligning operations in the most
strategic and cost-efficient structure.

The Company estimates that it will incur additiooasts in future periods associated with curreatiicipated restructuring activities
totaling approximately $34.1 million. These additbcosts are primarily associated with the Spif-Of

Restructuring and Employee Severance Accrual Raflfard

The following table summarizes activity relatedisiilities associated with the Company’s restructy and employee severance
activities during the nine months ended March 31,2

Facility Exit and

Employee
Related
(in millions) Costs Other Costs Total
Balance at June 30, 20 $ 14.cC $ 17.2 $31.2
Additions 32.7 51.7 84.2
Payments and other adjustme (33.0 (57.0 (90.0
Balance at March 31, 20: $ 13.7 $ 11.€ $ 25.¢€

3. IMPAIRMENTS AND LOSS ON SALE OF ASSETS

During the nine months ended March 31, 2010, the@my recognized an $18.1 million impairment ladated to the write-down of
SpecialtyScripts, LLC (“SpecialtyScripts'g,business within the Pharmaceutical segment,ttexpeected fair value less costs to sell. See
4 for further information regarding the sale of &p#yScripts.

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 then@any’s financial statements. During the nine msmthded March 31, 2010, the Company
disposed of approximately 10.9 million shares ofgFaision common stock. The Company’s investme@areFusion common stock does
not provide the Company the ability to influence tperating or financial policies of CareFusion andordingly does not constitute
significant continuing involvement. Furthermore,ileiihe Company is a party to a separation agreeamhvarious other agreements rela
to the separation, including a transition serviagieement, a tax matters agreement, an employaersnatjreement, intellectual property
agreements and certain other commercial agreentbat§ompany has determined that the continuinly taws generated by these
agreements, which are expected to be eliminatédmit years of the Spin-Off, and its investmenCareFusion common stock, do not
constitute significant continuing involvement iretbperations of CareFusion. Accordingly, the neetsof CareFusion are presented
separately as discontinued operations and the ipgrasults are presented within discontinued aip@ns for all periods presented through
the date of the Spin-Off.



Table of Contents

The results of CareFusion included in discontinaperations for the three and nine months ended M2it¢ 2010 and 2009 are
summarized as follows:

Three Months Ended Nine Months Ended
March 31, March 31,
(in millions) 2010 2009 2010 (1 2009
Revenue $ 0.C $ 828.£.  $592.1 $2,669.
Earnings before income taxes and discontinued tpes 0.C 91.€ 43.7 395.7
Income tax benefit/(expens (4.7) 6.5 (28.9) (76.€)
Earnings/(loss) from discontinued operatir 4.7 98.1 15.4 319.]

(1) Reflects the results of CareFusion through Aa@d, 2009, the effective date of the Spin-Off] ahanges in certain estimates made at
the time of the Sp-Off.

Interest expense was allocated to historical psramhsidering the debt issued by CareFusion inexion with the Spin-Off and the
overall debt balance of the Company. In additioppgion of the corporate costs previously allodateCareFusion have been reclassified to
the remaining two segments.

The following table summarizes the interest expatieeated to discontinued operations for CareRFudiaring the three and nine
months ended March 31, 2010 and 2009:

Three Months Ended Nine Months Ended
March 31, March 31,
(in millions) 2010 2009 2010 2009
Interest expense allocated to CareFu: $ 0C $ 18z $ 12 $ 56.

There were no assets and liabilities from busirehséd for sale for CareFusion at March 31, 201tQluke 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 4774,
Total asset $7,014."
Current liabilities 469.2
Long-term debt and othe¢ 875.4
Total liabilities $1,344.¢

Cash flows from discontinued operations are preseseéparately on the Company’s condensed consadig&itements of cash flows.

Other

During the fourth quarter of fiscal 2007, the Compaold its businesses within the former Pharmacaiutechnologies and Services
segment, other than certain generic-focused busisgshe “PTS Business”). See Note 7 of the “NtwigSonsolidated Financial Statements”
from the FY2009 Financial Statements for informatiegarding the sale of the PTS Business. The Coynipaurred minor amounts of
activity related to the PTS Business during theehand nine months ended March 31, 2009 as a odsiiinges in certain estimates made at
the time of the sale, activity under a transitierv&es agreement and other adjustments.

During the fourth quarter of fiscal 2009, the Compaommitted to plans to sell its United Kingdonsed Martindale injectable
manufacturing business (“Martindale”) within its@?maceutical segment, and met the criteria forsifiaation as discontinued operations in
the Company’s financial statements. Accordinglg, tlet assets of Martindale are presented sepaeseliscontinued operations and the
operating results of Martindale are presented wittiscontinued operations for all periods presented

During the fourth quarter of fiscal 2009, the Comypalso committed to plans to sell SpecialtyScripithin its Pharmaceutical segme
and met the criteria for classification as helddale in the Company’s financial statements. Dutivegthird quarter of fiscal 2010, the
Company completed the sale of SpecialtyScriptsoAdingly, the net assets of this business are ptedeseparately as assets held for sale on
the Companys condensed consolidated balance sheet througlatbef sale. The results of SpecialtyScripts eperted within earnings fro
continuing operations on the Company’s condensedalmated statements of earnings through theafatale because it did not satisfy the
criteria for classification as discontinued opearas. Additionally, the net assets held for sal8pécialtyScripts were recorded at the net
expected fair value less costs to sell, as thisuatnwas lower than its net carrying value (see Naoter further information).
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The results of the PTS Business and Martindalesded in discontinued operations for the three and months ended March 31, 2010
and 2009 are summarized as follows:

Three Months Ended Nine Months Ended
March 31, March 31,
(in millions) 2010 2009 2010 2009
Revenue $ 27.t $ 20 $ 87. $ 71.€
Earnings before income taxes and discontinued tpes 4.€ 0.2 17.c 9.2
Income tax expens (2.3 (0.5) (7.2 (6.2)
Earnings/(loss) from discontinued operatir 2.3 (0.3 10.1 3.1

At March 31, 2010 and June 30, 2009, the major aorapts of assets and liabilities from businesskikfbesale related to the PTS
Business, Martindale and SpecialtyScripts werebsws:

March 31, June 30

(in millions) 2010 (1) 2009
Current assel $ 64.4 $ 74.2
Property and equipme 20.2 19.2
Other asset 54.: 81.2
Total asset $ 138.¢ $174.%
Current liabilities 26.7 16.5
Long-term debt and othe 8.€ 9.8
Total liabilities $ 35.: $ 26.c

(1) There were no assets or liabilities from businebséd for sale for SpecialtyScripts at March 311@(

5. GOODWILL AND OTHER INTANGIBLE ASSETS
Goodwill

The following table summarizes the changes in #treying amount of goodwill by segment for the nmenths ended March 31, 2010:

(in millions) Pharmaceutica Medical Total
Balance at June 30, 20 $ 1,232.¢ $963.7 $2,196.!
Goodwill acquired—ret of purchase price adjustments, foreign curr

translation adjustments and otl 20.4 (6.2 14.2
Goodwill related to the divestiture or closure oflmesses and assets

held for sale (1.9 0.C (1.9
Balance at March 31, 20: $ 1,251. $957.F $2,208.¢

Due to the Spir@ff and reorganization of the reporting units, gaeddwas tested for impairment in the first quartérfiscal 2010. Base
on this analysis, there was no impairment. The Gomjs determination of the estimated fair valughef reporting units is based on a
combination of a discounted cash flow analysisudtiple of earnings before interest, taxes, detémi and amortization (“EBITDA”and, if
available, a review of the price/earnings ratiodablicly traded companies similar in nature, scape size to the Company’s respective
reporting units. The discount rates used for immaitt testing are based on the risk-free rate pluedgustment for risk factors. The EBITDA
multiples used for impairment testing are judgmiintelected based on factors such as the nattwpesand size of the applicable reporting
unit. The use of alternative estimates, peer graughanges in the industry, or adjusting the distoate, EBITDA multiples or price
earnings ratios used could affect the estimated/&iie of the reporting units and potentially fesugoodwill impairment.

The allocations of the purchase price relatedd¢mall acquisitions are not yet finalized and atgett to adjustment as the Company
completes the valuation analyses for these acipuisit
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Intangible Assets

Intangible assets with definite lives are amortizedr their useful lives, which range from thre¢wenty years. The detail of other
intangible assets by class as of June 30, 200%/anch 31, 2010 is as follows:

Accumulated

Gross Net
(in millions) Intangible Amortization Intangible
June 30, 200
Unamortized intangible:
Trademarks and pater $ 114 $ 0.C $ 114
Total unamortized intangible 11.4 0.C 11.4
Amortized intangibles
Trademarks and pater 30.2 12.¢ 17.2
Non-compete agreemer 3.9 205 1.4
Customer relationshiy 46.€ 35.1 11.5
Other 66.2 37.4 28.¢
Total amortized intangible 146.¢ 87.¢ 59.C
Total intangibles $ 158.: $ 87.¢ $ 70.
March 31, 201(
Unamortized intangible:
Trademarks and pater $ 94 $ 0.C $ 94
Total unamortized intangible $ 94 $ 0.C $ 94
Amortized intangibles
Trademarks and pater 22.2 13.€ 8.€
Non-compete agreemer 4.1 2.8 1.3
Customer relationshiy 49.7 39.¢ 9.8
Other 66.1 42.5 23.¢
Total amortized intangible 142.1 98.¢€ 43
Total intangibles $ 151.¢ $ 08.€ $ 52.¢

There were no significant acquisitions of otheangible assets during the periods presented.

The following table summarizes amortization expethseng the three and nine months ended March @10 2nd 2009:

Three Months Ended Nine Months Ended
March 31, March 31,
(in millions) 2010 2009 2010 2009
Amortization expens $ 27 $ 3.8 $ 8.7 $ 10.€

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

Fiscal Year Ended

(in millions) 2010 2011 2012 2013 2014
Amortization expens $11.€ $10.& $6.2 $4.7 $3.1
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6. INVESTMENT IN CAREFUSION

The following table provides a summary of the Compsinvestment in CareFusion, which is classi#sdavailable-for-sale, as of
March 31, 2010:

Available-for-Sale Securities

Gross Gross Estimated
Unrealized Unrealized
Fair
(in millions) Cost (2) Gains Losses Value
Equity securities (1 $634.1 $ 1711 $ 0C $ 805.2
Total $634.1 $ 171.] $ 0.C $ 805.2

(1) Equity securities consist of the Company’s okgh@ of approximately 30.5 million shares of tHe4million shares of CareFusion
common stock that the Company held immediatelyr #fie Spin-Off. These securities are stated atvite with unrealized gains and
losses reported in other comprehensive incomeiZzeeladains and losses and declines in fair valeengel to be other-than-temporary
are recognized in net earnings immediately. Dutimegthree months ended March 31, 2010, the Comg@apypsed of approximately
5.4 million shares of CareFusion common stock, lteguin proceeds of approximately $135.7 milliamdaa pre-tax realized gain of
approximately $23.2 million. During the nine mon#reded March 31, 2010, the Company disposed obappately 10.9 million shar
of CareFusion common stock resulting in proceedsppfoximately $270.7 million and a pre-tax realigmin of approximately $43.3
million. Refer to Note 14 for the amounts reclassifout of accumulated other comprehensive incomgeirito earnings in connection
with these sale:

(2) Represents the Company’s cost investment im¢tidook value of CareFusion’s assets immedidddilywing the Spin-Off adjusted for
the sale of securities during the nine months emdaath 31, 2010

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 agtgeneachase 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 Corporatfioh6.75% Notes due February 15,
2011 of the Company; (iii) 6.00% Notes due June2Dd,7 of the Company; (iv) 7.00% Debentures duskimt15, 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)) ®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 issuan@sts, 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 March 31, 201d dane 30, 2009:

March 31,

June 30,
(in millions) 2010 2009
4.00% Notes due 201 $ 519.c $ 523.¢
5.50% Notes due 201 299.: 300.(
5.65% Notes due 201 215.1 317.1
5.80% Notes due 201 309.4 526.4
5.85% Notes due 201 158.( 500.(
6.00% Notes due 201 214.( 350.4
6.75% Notes due 201 218.% 494.¢
7.80% Debentures due 20 44.1 75.7
7.00% Debentures due 20 124.F 192.(
Floating Rate Notes due 20 0.C 350.(
Other obligation: 6.2 7.8
Total 2,108.: 3,637.¢
Less: current portion and other si-term borrowings 232.¢ 366.2
Long-term obligations, less current portion and othert-term borrowings $1,875.¢ $3,271.¢
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8. INCOME TAXES

Applicable accounting guidance provides that abi@xefit from an uncertain tax position may be reioped when it is more likely than
not that the position will be sustained upon exaatiim, including resolutions of any related appealitigation processes, based on the
technical merits. The amount recognized is measasete largest amount of tax benefit that is gretiian 50% likely of being realized upon
settlement. This interpretation also provides guggeon measurement, derecognition, classificatimaerest and penalties, accounting in
interim periods, disclosure and transition.

The balance of unrecognized tax benefits and trmuatrof interest and penalties were as followsfadarch 31, 2010 and June 30,
2009:

March 31, June 30
(in millions) 2010 2009
Unrecognized tax benefits (1) (2) ( $ 708.7 $848.¢
Portion that, if recognized, would reduce tax exggeand effective tax
rate (2) 342.: 610.¢
Accrued penalties and interest (2) (3) 228.1 247.(

(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 beesifidasat March 31, 2010 as deferred tax liabiit

(3) The March 31, 2010 balance includes unrecogiae benefits related to CareFusion. In accordavitteindemnification provisions of
the tax matters agreement entered into betwee@dhgany and CareFusion, the Company is entitleditobursement from
CareFusion. The Company has recorded a long-tereiviable of approximately $216.7 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

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 loanedhe Company’s entities within the United Stdtes its international subsidiaries. This
charge is included within earnings from continugpgrations for the nine months ended March 31, 2010

The Company files income tax returns in the U.8efal jurisdiction, various U.S. state jurisdictoend 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") is currenthnducting audits of fiscal years 2001 through 2@Iring the three months ended
March 31, 2008, the Company received Notices op&sed Adjustment (“NPA’s”) from the IRS relatedfigcal years 2001 through 2005
challenging deductions arising from the sale aféreeceivables to a special purpose accounts gddeiand financing entity. The amount of
additional tax, excluding penalties and interestppsed by the IRS in these notices was $178.%omilThe Company anticipates that this
transaction could be the subject of proposed adjessts by the IRS in tax audits of fiscal years 2@0B009. As discussed above, the
Company recorded a charge of $171.9 million dutivegfirst quarter of fiscal 2010 to reflect theieipated repatriation of earnings from the
special purpose entity. Due to the anticipatedtregigon of the earnings, the tax associated withttansaction, including the tax assessed by
the IRS, no longer represents an uncertain taxfibehaxes associated with this transaction, intigdoth the charge taken in the first qua
of fiscal 2010 and the amount previously accruedrasnrecognized tax benefit, are classified asrded tax liabilities or current taxes
payable.

During fiscal 2009, the Company received a Revekgent’s Report for tax years 2003 through 2005,clvhincluded new NPA'’s
related to the Company’s transfer pricing arranggmbetween foreign and domestic subsidiaries lamdransfer of intellectual property
among subsidiaries of an acquired entity priotsatcquisition by the Company. The amount of addéi tax proposed by the IRS in the new
notices total $598.1 million, excluding penaltiesianterest, but including $462.1 million relatedgsues for which CareFusion is liable
under the tax matters agreement in the event tlieiahmust be paid to the taxing authority. The Camypdisagrees with these proposed
adjustments and intends to vigorously contest tiiédm. Company believes that it is adequately reskimethe uncertain tax position relating
to these matters.
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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 posdilliege in unrecognized tax benefits
within the next 12 months is a decrease of appratety zero to $25 million excluding penalties antkrest.

Generally, fluctuations in the effective tax rate due to changes within international and U.Sestffective tax rates resulting from the
Company’s business mix and the impact of restriggueind employee severance, impairments and otberete items. The following table
summarizes the Company’s provision for income tasea percentage of pretax earnings from continopegations (“effective tax rate”) for
the three and nine months ended March 31, 2012a0@:

Three Months Ended Nine Months Ended
March 31, March 31,
(in millions) 2010 (1) 2009 2010 (1 2009 (2
Effective tax rate 38.1% 37.5% 56.5% 36.1%

(1) During the three and nine months ended Margt2810, the effective tax rate was impacted byunéavorable adjustments of $18
million, or 5 and 2 percentage points, respectiviediated to discrete items. The discrete itemkided unfavorable amounts related to
remeasuring certain unrecognized tax benefits atabkshing a deferred tax asset valuation allowaetated to a foreign entity. These
unfavorable items were partially offset by the faalle impact of foreign and domestic audit settletseln addition, for the nine mont
ended March 31, 2010, the effective tax rate wdawamably impacted by a charge of $171.9 million18 percentage points,
attributable to earnings no longer indefinitelyésted offshore

(2) During the nine months ended March 31, 2008 giffiective tax rate was impacted favorably by $28illion, or 3 percentage points, as
a result of the release of a valuation allowaneg lttad previously been established for capitalde$sr which the Company’s ability to
utilize was uncertair

9. CONTINGENT LIABILITIES
Legal Proceedings

In addition to commitments and obligations in tihdimary course of business, the Company is subje¢arious claims, other pending
and potential legal actions for damages, investigatrelating to governmental laws and regulati@md 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 contingenciefghy subjective and requires judgments aboutruevents. 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 favorabteamie of legal settlements, judgments or otherlu¢ism of legal and regulatory
matters when the associated cash or assets aneekce

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.

Insurance Proceeds

In the nine months ending March 31, 2010, the Compacognized $27.2 million of income related teurance proceeds released fi
escrow following the resolution of securities amdidative litigation against certain of the Compangirectors and officers. This amount is
comprised of $25.7 million received from directarsl officers’ insurance policies recognized irghtion (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-fimigigation 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 filahustatements.
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From time to time, the Company receives subpoenasqouests for information from various governmagencies relating to the
business, accounting or disclosure practices dbowers or suppliers. The responses to these suapear requests for information
sometimes require considerable time and effort,amdresult 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 impacttsestioperations.

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, wldefined, in duration. In many cases, a maximunmgakbn 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 obligatin any material amounts. In certain circumstantes Company believes that its
existing insurance arrangements, subject to thergédeduction and exclusion provisions, would egartions 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 Compaiyn fiime to time, enters into agreements that otdifae 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 performancesuees by the acquired business.
Generally, the obligation is capped at an expéioiount. The Company’s aggregate exposure for thidegations, 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 customerschvare subsequently sold to a
bank. The bank services and administers these bang&ll as any new loans the Company may direairder for the bank to purchase such
loans, it requires the absolute and unconditiobgation of the Company to repurchase such logms the occurrence of certain events
described in the agreement including, but not tahito, borrower payment default that exceeds 98,dagolvency and bankruptcy. At
March 31, 2010 and June 30, 2009, notes in thergnogubject to the guaranty of the Company tot&&20 million and $39.9 million,
respectively. These loans are reported in the Cagipaondensed consolidated balance sheet.

11. FINANCIAL INSTRUMENTS

The Company utilizes derivative financial instrurtseto manage exposure to certain risks relatets tonigoing operations. The primary
risks managed through the use of derivative instnisiinclude interest rate risk, currency exchaisjeand commodity price risk. The
Company does not use derivative instruments faliigpor speculative purposes. While the majorityhaf Company’s derivative instruments
are designated as hedging instruments, the Corrgdaoyenters into derivative instruments that asgihed to hedge a risk, but are not
designated as hedging instruments. These deriviasteiments are adjusted to current market vddtmugh earnings at the end of each
period.

Interest Rate Risk Management. The Company is exposed to the impact of intemgst changes. The Company’s objective is to manage
the impact of interest rate changes on cash flowlstlae market value of its borrowings. The Compatilizes a mix of debt maturities along
with both fixed-rate and variable-rate debt to nmggnehanges in interest rates. In addition, the Gognters into interest rate swaps to
further manage its exposure to interest rate vanatrelated to its borrowings and to lower its raeborrowing costs.

Currency Risk Management. The Company conducts business in several majemiational currencies and is subject to risks astext
with changing foreign exchange rates. The Compmaalgjective is to reduce earnings and cash flowtilty associated with foreign exchar
rate changes to allow management to focus itstaiteon its business operations. Accordingly, tleenpany enters into various contracts that
change in value as foreign exchange rates chang®tect the value of existing foreign currencyeassnd liabilities, commitments and
anticipated foreign currency revenue and expenses.
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Commodity Price Risk Management. The Company is exposed to changes in the pricertéin commodities used in its Medical
segment. The Company'’s objective is to reduce egsnand cash flow volatility associated with foted purchases of these commodities to
allow management to focus its attention on its tess operations. Accordingly, the Company entdosdarivative contracts to manage the
price risk associated with these forecasted pueshas

The Company is exposed to counterparty creditoiskll of its derivative instruments. Accordingtiile Company has established and
maintains strict counterparty credit guidelines anters into derivative instruments only with mdjaancial institutions that are investment
grade or better. The Company does not have signifiexposure to any one counterparty and manageméeves the risk of loss is remote
and, in any event, would not be material. Additibnahe Company does not require collateral urthese agreements.

The following table summarizes the fair value af ompany’s assets and liabilities related to d¢inre financial instruments, and the
respective line items in which they were recordethe condensed consolidated balance sheet asrohNa, 2010 and June, 30, 2009:

March 31, June 30

(in millions) Balance Sheet Location 2010 2009
Assets:
Derivatives designated as hedging instrume

Foreign currency contrac Prepaid expenses and otl $ 22 $ 04

Commodity contract Prepaid expenses and otl 1.0 1.2
Total 3.2 1.€
Derivatives not designated as hedging instrume

Foreign currency contrac Other lon¢-term asset 80.¢ 64.5
Total Assets $ 84.C $66.1
Liabilities:
Derivatives designated as hedging instrume

Pay-fixed interest rate swayj Other accrued liabilitie $ 00 $ 3.7

Pay-floating interest rate swa| Other accrued liabilitie 0.7 0.C

Foreign currency contrac Deferred income taxes and other liabili 4.0 2.8
Total Liabilities $ 4.7 $ 6.€

Fair Value Hedges

The Company enters into pay-floating interest sataps to hedge the changes in the fair value eflfrate debt resulting from
fluctuations in interest rates. These contractglasgnated and qualify as fair value hedges. Atingly, the gain or loss recorded on the pay-
floating interest rate swaps is directly offsetthbg change in fair value of the underlying debttiBibe derivative instrument and the
underlying debt are adjusted to market value aetiteof each period with any resulting gain or lesrded in interest expense, net in the
condensed consolidated statements of earnings.

In the third quarter of fiscal 2010, the Companteesd into payftoating interest rate swaps with a total notioveue of $365.0 million
The fair value of these pay-floating interest mt@ps are included in the condensed consolidateddmsheet as of March 31, 2010.

On March 20, 2009, the Company terminated alloftien existing pay-floating interest rate swapbraceived net settlement proceeds
totaling $123.1 million. These proceeds are clasifs cash provided by operating activities indtvedensed consolidated statements of cast
flows. There was no immediate impact to the statémef earnings; however, the fair value adjustmemtebt will be amortized over the life
of the underlying debt as a reduction to inter&pease in conjunction with the occurrence of thginally forecasted transactions.

The following table summarizes the interest ratagswdesignated as fair value hedges outstandiafjMarch 31, 2010 and June 30,
2009 (in millions):

March 31, 2010 June 30, 2009
Notional Notional
Type Amount Maturity Date Amount Maturity Date
Pay-floating interest rate swaj $365.( June 201~ June 201 $ 0.C N.M.
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The following table summarizes the gain/(loss) ggiped in earnings for interest rate swaps deséghas fair value hedges for the three
and nine months ended March 31, 2010 and 2009i(lioms):

Three Months Ended Nine Months Ended

March 31, March 31,
Fair Value Hedging Instrument Statements of Earnings Locatiol 2010 2009 2010 2009
Pay-floating interest rate swa| Interest expense, n 3.9 6.S 11.5 17.¢
Fixec-rate deb Interest expense, n (3.9 (6.9) (11.9) (17.9

There was no ineffectiveness associated with ttedgeative instruments.

Cash Flow Hedges

The Company enters into derivative instrumentseidge its exposure to changes in cash flows atiiheito currency, interest rate and
commodity price fluctuations associated with cerfarecasted transactions. These derivative ingnisnare designated and qualify as cash
flow hedges. Accordingly, the effective portiontbé gain or loss on the derivative instrument oréed as a component of other
comprehensive income (“OCI”) and reclassified iaémnings in the same line item associated witHaherasted transaction and in the same
period during which the hedged transaction affeatsings. The ineffective portion of the gain @dmn the derivative instrument is
recognized in earnings immediately.

The Company enters into pay-fixed interest ratepswa hedge the variability of cash flows relatiognterest rate payments on the
Company’s variable rate debt. At June 30, 2009Cbmmpany held pay-fixed interest rate swaps to bdlg variability of cash flows relating
to these forecasted transactions. On October B,2066se pay-fixed interest rate swaps matured théhunderlying floating-rate note.

The Company also enters into foreign currency eaérto protect the value of anticipated foreigrrency revenues and expenses. At
March 31, 2010 and June 30, 2009, the Companyduelttacts to hedge probable, but not firmly comaditrevenue and expenses. The
principal currencies hedged are the Canadian dd@laiopean euro, Mexican peso, Thai baht, Britishngl and Australian dollar.

The Company also enters into derivative contractaanage the price risk associated with forecgstiechases of certain commodities
used in its Medical segment.

The following table summarizes the outstanding dkmwh hedges as of March 31, 2010 and June 30, Z@0%illions):

March 31, 2010 June 30, 2009
Notional Notional
Type Amount Maturity Date Amount Maturity Date
Pay-fixed interest rate swaj $ 0.C N.M. $350.( October 200¢
Foreign currency contrac 213.C April 2010-June 201: 149.: July 2008- June 201(
Commodity contracts April 2010 — July 2009 -
19.1 December 201 14.t December 201

The following table summarizes the gain/(loss) ggiped in OCI for derivative instruments designaasdaash flow hedges during the
three and nine months ended March 31, 2010 and @0@8illions):

Cash Flow Hedging Instruments
Pay-fixed interest rate swaj

Foreign currency contracts (

Commodity contract

Three Months Ended
March 31,

Nine Months Ended
March 31,

2010 2009

2010 2009

$ 049 $ 2cC

$ 2E $ 11

$ 3¢ $ 6.0 $ 44 $ 34

$ 049 $ (07) $ (02 $ (0.9

(1) Includes gain/(loss) recognized in OCI relae€areFusion of $4.1 million for the nine montimsled March 31, 2010, and ($1.4)
million and ($4.7) million for the three and nine@nths ended March 31, 2009, respectiv

The following table summarizes the gain/(loss)assified from accumulated OCI into earnings foidgive instruments designated as
cash flow hedges during the three and nine momitis@eMarch 31, 2010 and 2009 (in millions):

Cash Flow Hedging Instruments
Pay-fixed interest rate swaj
Foreign currency contrac
Foreign currency contrac
Commodity contract

Three Months Ended

Nine Months Ended

March 31, March 31,
Statements of Earnings Locatio 2010 2009 2010 2009
Interest expense, n 0.4 (2.7) (2.5) (4.9
Cost of products sol 2.8 4.7 7.3 7.7
SG&A expense (0.9 (1.6 (0.7) (2.6)
SG&A expense 0.1 0.3 (0.7 0.3
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The amount of ineffectiveness associated with thlesiative instruments was not material.

Economic (Non-designated) Hedges

The Company enters into foreign currency contracteanage its foreign exchange exposure relatedegomcompany financing
transactions and other balance sheet items subjeetaluation that do not meet the requirementfiéalge accounting treatment.
Accordingly, these derivative instruments are agjdiso current market value at the end of eaclodehirough earnings. The gain or loss
recorded on these instruments is substantiallyebfig the remeasurement adjustment on the foreigercy denominated asset or liability.
The settlement of the derivative instrument andrédmeeasurement adjustment on the foreign curreanpminated asset or liability are both
recorded in other (income)/expense, net at theoéedch period.

The following table summarizes the economic deneainstruments outstanding as of March 31, 20IdAame 30, 2009 (in millions):

March 31, 2010 June 30, 2009
Notional Notional
Type Amount Maturity Date Amount Maturity Date
Foreign currency contrac $702.2  April 2010— December 201 $531.2  July 2009- December 201

The following table summarizes the gain/(loss) gggped in earnings for economic derivative instratador the three and nine months
ended March 31, 2010 and 2009 (in millions):

Three Months Ended Nine Months Ended
March 31, March 31,
Non-Designated Derivative Instruments Statement of Earnings Location 2010 2009 2010 2009
Foreign currency contrac Other (income)/expense, | 8.4 10.1 17.¢ (1.2)

Fair Value of Financial Instruments.

The carrying amounts of cash and equivalents, tracigivables, accounts payable, notes payable-patiier shorterm borrowings an
other accrued liabilities at March 31, 2010, andeJ8&0, 2009 approximate their fair value becausbeghort-term maturities of these items.

Cash balances are invested in accordance withdahg@ny’s investment policy. These investments appsed to market risk from
interest rate fluctuations and credit risk from timelerlying issuers, although this is mitigateattyh diversification.

The estimated fair value of the Company’s long-tebtigations and other short-term borrowings wa2%2.0 million and
$3,428.8 million compared to the carrying amourit$108.2 million and $3,637.8 million at March,2D10, and June 30, 2009,
respectively. The fair value of the Company’s Idagn obligations and other short-term borrowingsssmated based on either the quoted

market prices for the same or similar issues octhreent interest rates offered for debt of the saemaining maturities or estimated
discounted cash flows.

The following is a summary of the fair value gdiog§) of the Company’s derivative instruments, dagson the estimated amount that
the Company would receive (or pay) to terminatecibrgtracts as of March 31, 2010 and June 30, ZD@®fair values are based on quoted
market prices for the same or similar instruments.

March 31, 2010 June 30, 2009
Notional Notional
Fair Value Fair Value
(in millions) Amount Gain/(Loss) Amount Gain/(Loss.
Foreign currency contrac $915.¢ $ 78 $680.¢ $ 62.C
Interest rate sway 365.( (0.7) 350.( 3.7
Commodity contract 19.1 1.C 14.F 1.2
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See Note 12 for further information regarding ther@®any’s fair value measurements.

12. FAIR VALUE MEASUREMENTS

Fair value is defined as the price that would lmeired upon selling an asset or the price paidatusfer a liability on the measurement
date. It focuses on the exit price in the princiainost advantageous market for the asset otitiali an orderly transaction between willing
market participants. A three-tier fair value hietayr is established as a basis for considering asshmptions and for inputs used in the
valuation methodologies in measuring fair valuesTtierarchy requires entities to maximize the efsebservable inputs and minimize the
use of unobservable inputs. The three levels aftspsed to measure fair 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.
Recurring Fair Value Measurements
The following table presents the fair values fargh assets and (liabilities) measured on a requbaisis as of March 31, 2010:

Fair Value Measurements

(in millions) Level 1 Level 2 Level 3 Total

Cash Equivalents (: $2,037.C  $ 0.C $ 0.C $2,037.(
Equity Securities (2 805.2 0.C 0.C 805.2
Foreign Currency Contracts ( 0.C 79.C 0.C 79.C
Commodity Contracts (< 0.C 1.C 0.C 1.C
Interest Rate Swaps ( 0.C (0.7) 0.C (0.7)
Other Investments (¢ 72.¢ 0.C 0.C 72.¢
Total $2,915.(  $79.2 $ 0.C $2,994.

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

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

(3) The fair value of the Company’s foreign curngiontracts, commodity contracts and interestsateps is determined based on the
present value of expected future cash flows conisigehe risks involved, including nonperformanisky and using discount rates
appropriate for the respective maturities. Obsdevhbvel 2 inputs are used to determine the pressne of expected future cash floy
See Note 11 for further information regarding taie ¥alue of financial instrument

(4) The other investments balance includes investsria mutual funds, which are used to offset fiatibns in the Company’s deferred
compensation liabilities. These mutual funds ammarily comprised of large cap domestic and intéamal equity securities. The fair
value of these investments is determined usingegutarket prices

13. 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 usingehsury stock method. The total number of ComBiuares issued less the Common
Shares held in treasury is used to determine timen@m Shares outstanding.

The following table reconciles the number of ComnStrares used to compute Basic EPS and Diluted &RBd three and nine mont
ended March 31, 2010 and 2009:

Three Months Ended Nine Months Ended

March 31, March 31,
(in millions) 2010 2009 2010 2009
Weighte-average Common Shar- basic 358.1 358.1 359.( 357.3
Effect of dilutive securities
Employee stock options, restricted shares andetsdrshare unit 3.1 2.8 2.2 3.7
Weighte-average Common Shar- diluted 361.¢ 360.¢ 361.2 361.(
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The following table presents the number of potdigtiilutive securities that were anti-dilutive fare three and nine months ended
March 31, 2010 and 2009:

Three Months Ended Nine Months Ended
March 31, March 31,
(in millions) 2010 2009 2010 2009
Anti-dilutive securities 13.F 31.4 22.¢ 29.2

Shareholders’ Equity

During the nine months ended March 31, 2010, the@my repurchased approximately $50.0 million ®0bmmon Shares under its
existing $500.0 million share repurchase progranmoanced on August 5, 2009. This repurchase autittiz expires on August 31, 2012. At
March 31, 2010, approximately $450.0 million rengairfrom the $500.0 million repurchase authorizatitiee 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 $3.8 billion to its
shareholders which represented the pro-rata disimit of approximately 81% of the CareFusion comrsbares.

14. COMPREHENSIVE INCOME
The following is a summary of the Company’s compretive income for the three and nine months endaitivi31, 2010 and 2009:

Three Months Ended Nine Months Ended
March 31, March 31,

(in millions) 2010 2009 2010 2009
Net earning: $222.¢ $312.¢ $418.7 $ 878.
Foreign currency translation adjustme (37.5) (15.0 (75.9) (183.¢
Net unrealized gain on derivative instrume 2.4 6.3 17.4 5.4
Net unrealized gain on investment in CareFusiohphtax (1) 6.8 0.C 147.¢ 0.C
Total comprehensive incon $194.2 $304.2 $508. $ 700.Z

(1) The net unrealized gain on investment in Casaffy net of tax, is comprised of the following tbe three and nine months ended
March 31, 2010 and 200

Three Months Ended Nine Months Ended
March 31, March 31,
(in millions) 2010 2009 2010 2009
Unrealized gain on investment in CareFusion, néax $ 29.€ $0C $ 175¢ $0.C
Realized gain reclassified out of accumulated otleenprehensive income and
into earnings (22.7) 0.C (28.0) 0.C
Net unrealized gain on investment in CareFusiohph&ax $ 6.6 $0C $ 147.¢ $ 0.C

15. SEGMENT INFORMATION

The Company’s operations are principally managed products and services basis. In connection thétSpin-Off, the Company
reorganized its businesses into two reportable satggn—Pharmaceutical and Medical. The factors fterd@ning the reportable segments
include the manner in which management evaluatepéhformance 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 pharmaceutical manufacturers and gseeapharmaceutical repackaging and distributiognam. In addition, this segment
operates cyclotron facilities and nuclear (radiopteceutical) pharmacies, provides third-party lbgéssupport 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 andhditgs medical and surgical products includingilte@nd non-sterile procedure
kits to hospitals, surgery centers, laboratoriéysirian 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 Nine Months Ended
March 31, March 31,
(in millions) 2010 2009 2010 2009
Segment revenut
Pharmaceutical (1 $22,226.. $22,117.( $67,483.. $65,600.-
Medical (2) 2,122, 1,975.¢ 6,592.. 6,069.¢
Total segment revent 24,348.¢ 24,093.. 74,075. 71,670.(
Corporate (3 (6.1) (3.9 (32.2) (25.7)
Total consolidated reveni $24,342. $24,089.: $74,043.. $71,644..

(1) The Pharmaceutical segment’s revenue is priynderived from the distribution of pharmaceutigaldiopharmaceutical and over-the-
counter healthcare produc

(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
expenses include 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 firstryspend for certain projects that require incraalestrategic investments in the form of
additional operating expenses. The Company urgeggments to identify investment projects thatevitcourage 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 Nine Months Ended
March 31, March 31,
(in millions) 2010 2009 2010 2009
Segment profit
Pharmaceutice $306.% $286.2 $ 774.¢ $ 762.2
Medical 107.¢ 128.: 325.2 300.7
Total segment prof 414.F 414.F 1,100.( 1,062.¢
Corporate (1 (48.2) (33.6) (127.0 (82.2)
Total consolidated operating earnir $366.: $380.¢ $ 973.( $ 980.5
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(1) For the three and nine months ended March @10 2nd 2009, Corporate includes, among other shirgtructuring and employee
severance, impairments and loss on sale of asiigtion (credits)/charges, net and certain irtiresnt spending that are not allocate
the segments. Investment spending within Corparate$8.9 million and $16.1 million for the threedarine months ended March 31,
2010 compared to $0.3 million and $0.1 million floe three and nine months ended March 31, Z

The following table includes total assets at M&8&h2010 and June 30, 2009 for each segment assvediconciling items necessary to
agree to the amounts reported in the condenseadludsited financial statements:

March 31, June 30,
(in millions) 2010 2009
Segment asset
Pharmaceutice $13,278.c  $12,625.:
Medical 3,843.( 3,747.¢
Corporate (1 4,148.¢ 8,745.¢
Consolidated asse $21,270.: $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 assetsfalune 30, 2009 included CareFusion assets ard atisets held for sale and
discontinued operation

16. 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 gEamployee options granted under the Plans durimglfid007 generally vest in equal annual
installments over four years and are exercisabslpdoiods up to seven years from the date of grhatprice 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 shai®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 majofityhe cash compensation paid to employees. Howeeein share-based payment
compensation incurred in connection with the Spfhi€classified within restructuring and employssverance.

The following table illustrates the impact of shégsed payment compensation on reported amourntisefdinree and nine months eni
March 31, 2010 and 2009:

Three Months Ended Nine Months Ended
March 31, March 31,
(in millions, except per share amounts) 2010 (1) 2009 (1) 2010 (1) 2009 (1,
Operating earnings (: $217) $(324H $(79.00 $(82.
Earnings from continuing operatio $(13.7) $(2224 $(504H $(56.)
Net earnings (3 $(13.7) $(25. $(527) $(65.)
Net basic earnings per Common St $(0.09 $(0.079) $(0.15 $(0.19
Net diluted earnings per Common Sh $(0.09 $(0.0) $(0.15 $(0.19

(1) The following table provides total share-bapagiment compensation, net of tax, related to the-Sff during the three and nine
months ended March 31, 2010 and 2(
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()

(3)

Three Months Ended Nine Months Ended
March 31, March 31,
(in millions) 2010 2009 2010 2009
Shar-based payment compensat $ 0.6 $ 26€ $ 15.€ $ 5.C
Tax benefil 0.2 0.8 5.7 1.€
Total shar-based payment compensation, net of $ 04 $ 1.8 $ 9S $ 34

The following table provides total share-bapagment compensation by type of award for the threkbnine months ended March 31,
2010 and 200¢

Three Months Ended Nine Months Ended
March 31, March 31,

(in millions) 2010 2009 2010 2009
Restricted share and share unit expe $ 131 $ 18z $ 437 $ 478
Employee stock option expen 8.2 10.t 33.2 27.L
Employee stock purchase plan expe 0.C 3.8 1.1 10.C
Stock appreciation right (income)/expel 0.4 (0.2 1.C (2.7)
Total shar-based payment compensat $ 217 $ 324 $ 79.C $ 82.€

The following table provides total sharased payment compensation, net of tax, chargégt¢ontinued operations during the three
nine months ended March 31, 2010 and 2!

Three Months Ended Nine Months Ended
March 31, March 31,
(in millions) 2010 2009 2010 2009
Shar-based payment compensat $ 00 $ 5. $ 3.8 $ 14
Tax benefil 0.C 2.2 1t 5.€
Total shar-based payment compensation, net of $ 0C $ 34 $ 23 $ 9C

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 geaof input assumptions.

The following table summarizes all stock optiomsactions for the Company under the Plans from JuR009 through March 31,

2010:

(1)
()

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¢ 3.8 $ 1.8
Granted 7.2 $  28.0¢
Exercisec 0.9 $  24.9¢
Forfeited and cancelle (10.9) $  63.17
Balance at March 31, 20: 24.¢ $ 37.7¢ 4.1 $ 89.L
Exercisable at March 31, 20. 16.2 $ 420 3.3 $ 22.¢
The options granted and forfeited and cancelt&ivity for the nine months ended March 31, 20fduded the impact of the Company’

stock option exchange program and the adjustmergtk incentive plans as discussed be
Exercise prices related to stock options giptéor 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.
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The following table summarizes all activity relatedestricted shares and restricted share umits fluly 1, 2009 through March 31,
2010:

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 (1.6 $ 51.2¢
Forfeited and cancelle (0.9 $ 45.8¢
Nonvested at March 31, 20. 3.4 $ 33.3¢

(1) The restricted shares and restricted share toriieited and cancelled activity for the nine rienended March 31, 2010 included the
impact of the adjustments to stock incentive pssiscussed belo

(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.

Stock Option Exchange Prograr

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 fleisaer number of stock options that have a fdurevthat is lower than the fair value of
the “out of the money” options. The program begardone 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 aneinforce the alignment of the Company’s empley@gerests with those of its
shareholders. As a result of this program, 9.8iomilbutstanding eligible stock options were exclehfipr 1.4 million new options at an
exercise price of $31.27. These new options hax@aminimum vesting condition of an additional 18nths, and the term of each new
option is the longer of three years from the gdate or the remaining term of the eligible stockapfor which it was exchanged. The new
options were treated as a probable-to-probable fination under the accounting guidance for shasetlgpayment compensation. The
Company did not incur incremental expense assatiai the modification.

Adjustments to Stock Incentive Plai

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 paymememusation awards granted under its Plans intodshzsed on the Compasycommot
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 arrto September 26, 2007 was converted into arssjuCompany stock option an
CareFusion stock option. The exercise prices oeeFusion stock option and the adjusted Compiatk ®ption and the number of shares
subject to each such stock option reflects a mdshmthat is intended to preserve the intrinsic gadfithe original Company stock option. A
Company stock option granted after September 287 20 current or former employees of the Compantp 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 adjustmetth@nism intended to preserve the intrinsic vafigioch 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 Gompestricted 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 predbevéair market value of the cancelled awardstaecholders of such Company restricted
shares received no CareFusion common stock wiffeoe$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 efdancelled awards. The Company restricted shacbtha CareFusion restricted shares are
subject to substantially the same terms (inclu@intitiement to any cash dividends, accrued but idngtethe distribution date), vesting
conditions and other restrictions, if any, that &vapplicable to the cancelled Company restrictetesh
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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 forfeitetheoCompany and if any CareFusion restricted shihia are held by an employee of the
Company fail to become vested, such CareFusioriaest shares will be forfeited to CareFusion.

A holder of the Company'’s restricted share unitmbed 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 B&ras of CareFusion common stock for each Compamyrmn 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 adjustadniranner intended to preserve the fair
market value of such awards. The unvested Compaegtsacted 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 Compastyiceed share units or the replacement CareFusistricted 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 incentie@gplvere treated as a modification in accordantie stock-based compensation
accounting guidance and resulted in a total incrédede&ompensation cost of $0.6 million.

The following table summarizes the share-based payawards outstanding as of March 31, 2010:

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.: 3.3 7.3 0.1
Held by CareFusion employe 2.€ 0.1
Total 24.€ 3.4

17. SUBSEQUENT EVENTS

In early May 2010, the Company received income4sf.8 million resulting from settlement of a classi@n antitrust claim alleging that
a defendant branded pharmaceutical manufacturkringgroper actions to delay the entry of a geneeision of a branded pharmaceutical.
This amount will be recognized in litigation (cregdicharges, net in the three months ended Jun2030,

Subsequent to March 31, 2010, the Company entatedhidefinitive agreement to sell Martindale, aibass within the Pharmaceutical
segment. The company anticipates that the saldwilompleted before the end of the fiscal year.

Also subsequent to March 31, 2010, the Companyethiato pay-floating interest rate swaps with @altaotional value of $440.0
million.
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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 sheefdviarch 31, 2010 and June 30, 2009, and for timelensed consolidated statements of
earnings for the three and nine month periods eidh 31, 2010 and 2009. This discussion and aisaghould be read in conjunction with
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations” included ia Y2009 Financial Statements.

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 inlix8.1 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 resuttesf information, future events, or otherwise.

Overview

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

Demand for the Company’s products and servicesiduhie three and nine months ended March 31, 28l tlrevenue of $24.3 hillion
and $74.0 billion, up 1% and 3%, respectively, fribim same periods in the prior year. Operatingiegsnwere approximately $366 million
and $973 million, down 4% and 1%, respectivelynfritne same periods in the prior year. Operatingiegs were negatively impacted by
increased distribution, selling, general and adstiative expenses (“SG&A”) ($56 million and $78 loih, respectively) and positively
impacted by increased gross margin ($23 million 8 million, respectively). In addition, operatiagrnings for the nine months ended
March 31, 2010 were positively impacted by $26 ignillin litigation credits for insurance proceedased from escrow and were negatively
impacted by a $18 million impairment charge relate&pecialtyScripts. Net earnings for the threé mine months ended March 31, 2010
were $222 million and $419 million, respectivelpdanet diluted earnings per Common Share were $h@1$1.16, respectively. See Note
of “Notes to the Condensed Consolidated Finandeteents” for a reconciliation of Basic EPS tousd EPS.

The CareFusion Spin-Off described below impacted#ésults for the three and nine months ended MaitcR010. Operating earnings
for the three and nine months ended March 31, 28%r@ adversely impacted by severance and restmgtcosts in connection with the Spin-
Off ($3 million and $59 million, respectively). Nearnings for the three and nine months ended MatcR2010 were positively impacted by
$23 million and $43 million, respectively, relatedgains from the sale of shares of CareFusion comstock. Also in connection with the
Spin-Off, net earnings for the nine months endedcdk&1, 2010 were adversely impacted by a tax ehafgpproximately $172 million
related to the anticipated repatriation of cerfaneign earnings and a $40 million ($25 milliont pétax) net loss on the extinguishment of
debt. Finally, net earnings for both periods weteessely affected by a significant reduction innéags from discontinued operations as a
result of the Spin-Off.

Cash provided by operating activities totaled $fillon during the nine months ended March 31, 2Qdmarily due to operating
earnings and changes in working capital. Cash gea/by investing activities was $106 million prifihvadue to proceeds from the sale of
CareFusion common stock ($271 million) partiallfset by capital spending ($142 million). Cash usefinancing activities was
$498 million primarily due to the Company’s repaymef long-term obligations ($1.6 billion, whichdiudes a $66 million early tender
premium) offset by permanent financing obtainedCayeFusion prior to the Spin-Off ($1.4 billion).s&l during the nine months ended
March 31, 2010, the Company paid $190 million midinds and repurchased $50 million of outstandimmgmon shares.

Spin-Off of CareFusion Corporation

Effective August 31, 2009, the Company completedshin-off of CareFusion through a pro rata distiitn to its shareholders of
approximately 81% of the then outstanding share3awéFusion common stock (the “Spin-Off”). The Camypretained certain surgical and
exam gloves, surgical drapes and apparel andfhaidagement businesses that were previously pést Gfinical and Medical Products
segment. As explained elsewhere in this Form 1@ Spin-Off had a significant impact on the resok operations and financial condition
of the Company.

During the three and nine months ended March 3102the Company sold approximately 5.4 million &0 million shares,
respectively, of the 41.4 million shares of Carégiugommon stock that it held immediately after 8pn-Off, which resulted in a gross pre-
tax realized gain of approximately $23 million 4B million, respectively. As of March 31, 2010e tBompany’s ownership of
approximately 30.5 million shares of CareFusion gmn stock had an estimated fair value of $805 amilliSee Note 6 of “Notes to the
Condensed Consolidated Financial Statements” fditiadal details regarding the Company’s investmer@areFusion. The Company
expects to sell its remaining CareFusion stockheyend of fiscal 2011 and is assessing the methédiming based on market conditions and
other factors. CareFusion has registered the Caiefrgtock owned by Cardinal Health with the SH@oagh the Company may sell the
stock under an exemption from registration.
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CareFusion net assets are presented separatedgeds rom businesses held for sale and discoutioperations 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, 20¢he Company and CareFusion
entered into a transition services agreement, antgtiers agreement, an employee matters agreeimietiectual property agreements and
certain other commercial agreements. These agrdsnieciuding 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 agreds tipan the request of the Company, CareFusionusélits commercially reasonable
efforts to effect the registration under applicdielderal and state securities laws of any shar€aofFusion common stock retained by
Cardinal Health.

Pursuant to the transition services agreementhéothree months ended March 31, 2010, the Companognized approximately $22
million in transition service fee income which apximately offsets the costs associated with proxjdhe transition services. The Company
has recognized $78 million in transition service fiecome year-to-date since the S@ff- Additionally, the Company purchased $165 ruiil
of CareFusion trade receivables pursuant to anuatsaeceivable factoring arrangement between tregany and CareFusion during the
three months ended March 31, 2010. The Companpiratased $439 million of CareFusion trade recé@éspear-to-date since the Spin-
Off.

Consolidated Results of Operations

The following summarizes the Company’s consolidaesalilts of operations for the three and nine nesetided March 31, 2010 and
2009:

Three Months Ended Nine Months Ended
March 31, March 31,

(in millions, except per common share amounts) Change (1 2010 2009 Change (1 2010 2009
Revenue 1%  $24,342.¢ $24,089.. 3% $74,043.. $71,644..
Cost of products sol 1% 23,332. 23,102. 3% 71,166. 68,841.(
Gross margir 2% 1,010.: 986.¢ 3% 2,876.¢ 2,803.:
Distribution, selling, general and administrativgpense: 1C% 628.¢ 573.( 4% 1,819.¢ 1,741.¢
Restructuring and employee severa N.M. 13.¢ 31.7 N.M. 84.4 69.3
Impairments and loss on sale of as: N.M. 4.2 0.7 N.M. 28.2 11.2
Litigation (credits)/charges, n N.M. (2.9 0.€ N.M. (28.¢) 0.3
Operating earning (4% 366.: 380.¢ (D)% 973.( 980.7
Other (income)/expense, r N.M. (1.9 6.5 N.M. (15.9) 28.7
Interest expense, n (9)% 27.7 30.: 9% 88.¢ 81.¢
Loss on extinguishment of de N.M. — — N.M. 39.¢ —
Gain on sale of CareFusion common st N.M (23.2) — N.M. (43.9) —
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Three Months Ended

Nine Months Ended

March 31, March 31,
(in millions, except per common share amounts) Change (1 2010 2009 Change (1 2010 2009
Earnings before income taxes and discontinued tpes 6% 363.2 344.1 4% 903.z 870.]
Provision for income taxe 7% 138.¢ 129.( N.M. 510.C 313.¢
Earnings from continuing operatio 5% 224.¢ 215.1 (299%  393.2 556.2
Earnings/(loss) from discontinued operations, rfi¢to N.M. (2.9 97.¢ N.M. 25.8 3222
Net earning: (29% $222.¢ $312.¢ (52% $418.7 $878./

Three Months Ended Nine Months Ended

March 31, March 31,
(in millions, except per common share amounts) Change (1 2010 2009 Change (1 2010 2009
Diluted earnings/(loss) per Common Shi
Continuing operation 3% $062 $0.6C (29% $ 1.0¢ $ 1.54
Discontinued operatior N.M. (0.00) 0.27 N.M. 0.07 0.8¢

Net diluted earnings per Common Sh (300% $ 0.61 $ 0.87 52)% $ 1.1€ $ 2.4<

N.M. Not meaningfu
(1) Change is calculated as the percentage incoegsiecrease) for the three and nine months eltdedh 31, 2010 compared to the same
periods in the prior yea

Revenue

Revenue for the three and nine months ended MadrcA®.0 increased $253 million or 1% and $2.4dillor 3%, respectively,
compared to the same periods in the prior year.ifidrease was due to pharmaceutical price appm@eiahd increased volume from existing
customers (with a combined impact of $736 milliow 3.4 billion, respectively) and the additiomefv customers ($154 million and $384
million, respectively). Revenue was negatively ictea during the three and nine months ended Mat¢cR@L0 by the loss of customers
($622 million and $1.5 billion, respectively). Refe “Segment Results of Operations” below for Hiert discussion of the specific factors
affecting revenue in each of the Company’s repéetabgments.

Cost of Products Sold

Cost of products sold for the three and nine moattted March 31, 2010 increased $230 million oratfb $2.3 billion or 3%,
respectively, compared to the same periods in tiog year. The increase in cost of products sold mainly due to the 1% and 3% increas
revenue for the three and nine months ended MakcB@LO, respectively, compared to the same peiotie prior year. See the “Gross
Margin” discussion below for further discussionagiditional factors impacting cost of products sold.

Gross Margin

Gross margin for the three months ended March @10 2ncreased $23 million or 2% compared to theespariod in the prior year.
Gross margin was favorably impacted by increasstlidution service agreement fees and pharmacéptica appreciation under branded
manufacturer agreements (combined impact of $4lomjl Gross margin was negatively impacted forttiree months ended March 31, 2
by an increase in customer discounts ($19 millama result of customer repricings and increaslesd salume.

Gross margin for the nine months ended March 31020creased $73 million or 3% compared to the spen®d in the prior year.
Gross margin was favorably impacted by increasstlidition service agreement fees and pharmacéptica appreciation under branded
manufacturer agreements (combined impact of $9tlomj] increased manufacturer cash discounts ($i®n), the favorable impact of cost
of materials savings driven by the post-generidrenment and operational efficiencies in the nucfg@armacy business within the
Pharmaceutical segment ($52 million) and a decrivasev materials costs within the Medical segm(&88 million). Also, during the nine
months ended March 31, 2010, gross margin was d@pimpacted by the previously deferred intercomypeevenue for sales to CareFusion
($14 million). Prior to the Spin-Off, the Compangfdrred revenue for products sold to CareFusiomkases until the products were sold to
the end customers. In connection with the Spff)-the previously deferred revenue was recogni@@xdss margin was negatively impactec
the nine months ended March 31, 2010 by an incrieasestomer discounts ($88 million) as a resultwstomer repricings and increased <
volume. Gross margin for the nine months ended M&dg 2010 also was negatively impacted by thentinaind reduction in new generic
launches ($42 million). Refer to the “Segment Rissod Operationsbelow for further discussion of the specific fastaffecting gross marg
in each of the Company’s reportable segments.
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Due to the competitive markets in which the Compgabysinesses operate, the Company expects coimpgtitcing pressures to
continue.

Distribution, Selling, General and Administrative penses

SG&A expenses for the three and nine months endadiM31, 2010 increased $56 million or 10% and&illon or 4%, respectively,
compared to the same periods in the prior year. S@€penses were negatively impacted during theethrel nine months ended March 31,
2010 by an increase in employee incentive compiEmsakpenses ($53 million and $81 million, respeai), primarily due to accruals at
particularly low levels during the same period$iscal 2009 as compared to above-plan performaocesals for fiscal 2010. Employee
incentive compensation expense includes the Companyual performance-based management incentareguid performance-based
employer contribution to its 401(k) Savings PlaegBining in fiscal 2010, the Company replaced (k) Savings Plan employer fixed-rate
contribution with a new variable rate contributitvat is dependent upon the Company’s financialguerénce; this is applicable to all U.S.
employees. SG&A expenses during the three andmorghs ended March 31, 2010 also were negativgbaated by increases in
incremental strategic project investments ($14iomland $45 million, respectively) and expenseateel to the performance of the
Company'’s deferred compensation plan ($5 milliod $26 million, respectively). The expenses relatethe performance of the Company’s
deferred compensation plan are offset by incomsgmted within other (income)/expense, net. Also&8@xpenses include expenses rele
to the Spin-Off of $4 million and $9 million, respively, for the three and nine months ended M&th2010 and $1 million for both the
three and nine months ended March 31, 2009.

During the second half of fiscal 2009, the Compianglemented several cost control measures, whigk fevorably impacted SG&A
expense for the nine months ended March 31, 20t0rapared to the prior year period.

Impairments and Loss on Sale of Assets

The Company recognized impairments and loss onodalssets of $4 million and $28 million, respeelyy for the three and nine
months ended March 31, 2010 compared to less thamilfon and $11 million for the three and nine mtiws ended March 31, 2009. During
the nine months ended March 31, 2010, the Compagggnized an impairment charge of $18 million edab the write-down of
SpecialtyScripts, a business previously withingharmaceutical segment, to net expected fair Veksecosts to sell. The Company
completed the sale of SpecialtyScripts during kine¢ months ended March 31, 2010. See Note 4 a8\ Condensed Consolidated
Financial Statements” for further information redjag the sale.

Restructuring and Employee Severance

The following is a summary of the Company’s rediutiog and employee severance for the three arelmonths ended March 31,
2010 and 2009:

Three Months Ended Nine Months Ended
March 31, March 31,
(in millions) 2010 2009 2010 2009
Employee related cos $ 34 $ 523 $ 327 $ 264
Facility exit and other cos 10.E 26.£ 51.7 42.€
Total restructuring and employee severs $ 13¢ $ 3157 $ 844 $ 69.:8

During the three and nine months ended March 310 2he Company recognized restructuring and enggl@gverance of $14 million
and $84 million, respectively, primarily relatedtt® Spin-Off ($3 million and $59 million, respely). Included within the nine months
amount is approximately $19 million of costs rethte the retirement of the Company’s former Chamraad Chief Executive Officer upon
completion of the Spin-Off. During the nine mongrsled March 31, 2009, the Company recognized wating and employee severance of
$69 million primarily related to the restructuringits segment operating structure. See Note 2otés to Condensed Consolidated Financial
Statements” for additional detail of the Compang'structuring and employee severance during tleethnd nine months ended March 31,
2010 and 2009.

The Company estimates it will incur additional sast future periods associated with various exgstestructuring activities totaling
approximately $34 million. These estimated costspaimarily comprised of costs associated withSpe-Off.
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Litigation (Credits)/Charges, Net

Litigation (credits)/charges, net were $(3) milliand $(29) million, respectively, during the theee nine months ended March 31,
2010. During the nine months ended March 31, 26#®Company recognized $(26) million in litigati@redits)/charges, net for insurance
proceeds released from escrow following the resmiuf securities and derivative litigation agaiosttain of the Company’s directors and
officers. For further information, see the Compamhnual Report on Form 10-K for the fiscal yeadlesh June 30, 2007.

Operating Earnings

Operating earnings decreased $15 million or 4%%ghnhillion or 1%, respectively, during the threelarine months ended March 31,
2010 compared to the same periods in the prior. yideer decrease during the three and nine monthedederch 31, 2010 was primarily due
to increases in SG&A expenses ($56 million and ®1Bon, respectively) partially offset by increasgross margin ($23 million and $73
million, respectively). Operating earnings durihg three months ended March 31, 2010 were alstiyedgiimpacted by a decrease in
restructuring and employee severance ($18 milli@perating earnings during the nine months endedivial, 2010 were negatively
impacted by increased impairments and loss ona$alssets ($17 million) and an increase in restiieg and employee severance ($15
million). Litigation (credits)/charges, net of $(2illion positively impacted operating earninggidg the nine months ended March 31,
2010.

Other (Income)/Expense, Net

Other (income)/expense, net resulted in incomelahfflion and $16 million, respectively, for theréle and nine months ended
March 31, 2010, which was an improvement of $8iomilland $44 million, respectively, compared tophier year periods. The improvement
was primarily due to income related to the perfarogaof the Company’s deferred compensation plagis$$5 million and $26 million,
respectively) and the impact of foreign exchanger(filion and $12 million, respectively). The incemelated to the performance of the
Company’s deferred compensation plan assets istdffsexpense presented within SG&A expenses.

Interest Expense, Net

Interest expense, net decreased $3 million duhiaghree months ended March 31, 2010 comparecttsatme period in the prior year.
Interest expense, net increased $7 million dutiregrine months ended March 31, 2010 compared tsaime period in the prior year
primarily due to increased fees relating to the any’s amended revolving credit facility and acasueceivable securitization agreement.
The increase was also due to less income receivedihterest rate swaps compared to the same pieribe prior year.

Loss on Extinguishment of Debt

On September 24, 2009, the Company completed aelatér. In connection with the debt tender, thenf@any incurred a pre-tax loss
for the early retirement of debt of approximateff0$nillion, which included an early tender premiofr$67 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.

Gain on Sale of CareFusion Common Stock

During the three and nine months ended March 310 20e Company recognized $23 million and $43 onillirespectively, of income
related to realized gains from the sale of shaf€aoeFusion common stock. As discussed aboveCtimepany expects to sell its remaining
CareFusion stock by the end of fiscal 2011 andsessing the method and timing based on markeitmredand other factors. See Note 6 of
“Notes to the Condensed Consolidated Financiak8tants” for additional details regarding the Conymimvestment in CareFusion.

Provision for Income Taxes

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 lbgitaxing authorities for fiscal years ended J88g2001 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 tteatR® transferred jurisdiction over fiscal year®2@nd 2002 from the Office of Appe:i
back to the Examinations level to reconsider pnesiip-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 @ighpurpose accounts receivable and financindyerthe amount of additional tax, excluding
penalties and interest, proposed by the IRS irethetices was $179 million. The Company anticip#ties this transaction could be the
subject of proposed adjustments by the IRS in tahts of fiscal years 2006 to 2009. As discussexvapthe Company recorded a charge of
$172 million during the first quarter of fiscal 2Dfo reflect the anticipated repatriation of eagsifrom the special purpose entity. Due to the
anticipated repatriation of the earnings, the wsoaiated with the transaction, including the tsseased by the IRS, no longer represents an
uncertain tax benefit. Taxes associated with thisdaction, including both the charge taken irfitisé quarter of fiscal 2010 and the amount
previously accrued as an unrecognized tax bereéitclassified as deferred tax liabilities or cotriaxes payable.
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During fiscal 2009, the Company received a Revekgent’s Report for tax years 2003 through 2005,clvhincluded new NPA'’s
related to the Company’s transfer pricing arranggmbetween foreign and domestic subsidiaries lamdransfer of intellectual property
among subsidiaries of an acquired entity priotg@cquisition by the Company. The amount of addil tax proposed by the IRS in the new
notices total $598 million, excluding penalties amigrest, but including $462 million related teugs for which CareFusion is liable undel
tax matters agreement in the event the amount beugaid to the taxing authority. The Company disagwith these proposed adjustments
and intends to vigorously contest them. The Comfmatigves that it is adequately reserved for theettain tax position relating to these
matters.

Generally, fluctuations in the effective tax rate due to changes within international and U.Sest#fective tax rates resulting from the
Company’s business mix and the impact of restriguaind employee severance, impairments and otberete items. The following table
summarizes the Company’s provision for income tasea percentage of pretax earnings from continop@gyations (“effective tax rate”) for
the three and nine months ended March 31, 2012608:

Three Months Ended Nine Months Ended
March 31, March 31,
(in millions) 2010 (1) 2009 2010 (1 2009 (2
Effective tax rate 38.1% 37.5% 56.5% 36.1%

(1) During the three and nine months ended Margt2810, the effective tax rate was impacted byunéivorable adjustments of $18
million, or 5 and 2 percentage points respectividigted to discrete items. The discrete itemsupiedl unfavorable amounts related to
remeasuring certain unrecognized tax benefits atabkshing a deferred tax asset valuation allowartated to a foreign entity. These
unfavorable items were partially offset by the faalle impact of foreign and domestic audit settletseln addition, for the nine mont
ended March 31, 2010, the effective tax rate wadawmmably impacted by a charge of $172 million,18rpercentage points, attributable
to earnings no longer indefinitely invested offau

(2) During the nine months ended March 31, 2008 giifiective tax rate was impacted favorably by 8#ion, or 3 percentage points, as a
result of the release of a valuation allowance izt previously been established for capital lofsewhich the Company’s ability to
utilize was uncertair

Earnings/(Loss) from Discontinued Operations

The Company incurred a loss from discontinued djmera of $2 million for the three months ended Mi8d, 2010 compared to
earnings from discontinued operations of $98 millior the same period in the prior year. Earningsmfdiscontinued operations were $25
million for the nine months ended March 31, 201fhpared to $322 million for the same period in thepyear. CareFusion operating res
are included within earnings from discontinued agiens for all periods through the date of the Spfii See Note 4 of “Notes to Condensed
Consolidated Financial Statements” for informationthe Company’s discontinued operations.

Segment Results of Operations
Reportable Segments

In connection with the Spin-Off, during the firsiayter of fiscal 2010, the Company reorganizedltsinesses into two reportable
segments — Pharmaceutical and Medical. The Comeeaalyates the performance of the individual segmbased upon, among other
things, segment profit. Segment profit is segmewnénue less segment cost of products sold, lesseseSG&A expenses. Segment SG&A
expenses include equity compensation expense dasvallocated corporate expenses for shared fums;tincluding corporate management,
corporate finance, financial shared services, hurasources, information technology, legal and d&egrated hospital sales organization.
Information about interest income and expense acaine taxes is not provided at the segment leweldtition, restructuring and employee
severance, impairments and loss on sale of asiigttion (credits)/charges, net and certain irtrent spending are not allocated to the
segments. Investment spending generally includefindgt year spend for certain projects which regjincremental strategic investments in
the form of additional operating expenses. The Camgpurges its segments to identify investment ptsjeshich will encourage innovation
and provide future returns. As approval decisiamrsstich projects are dependent upon executive neama, the expenses for such projects
are retained at Corporate. See Note 15 of “Not&otedensed Consolidated Financial Statements”dditianal information on the
Company’s reportable segments.
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The following table summarizes segment revenud¢hiethree and nine months ended March 31, 2012604:

Three Months Ended Nine Months Ended
March 31, March 31,
(in millions, except growth rates) Change (1 2010 2009 Change (1 2010 2009
Pharmaceutice — %  $22,226.. $22,117.( 3% $67,483.. $65,600.
Medical 7% 2,122, 1,975.¢ 9% 6,592.: 6,069.¢
Total segment revent 1%  24,348.! 24,093.. 3% 74,075. 71,670.(
Corporate (2 N.M. (6.1) (3.9 N.M. (32.2) (25.7)
Total consolidated revent 1% $24,342.% $24,089.. 3% $74,043.. $71,644..

(1) Change is calculated as the percentage incozgskecrease) for the three and nine months ektdedh 31, 2010 as compared to the
same periods in the prior ye
(2) Corporate revenue primarily consists of the eliiaraof inte-segment revenu

The following table summarizes segment profit far three and nine months ended March 31, 2010 @0t 2

Three Months Ended Nine Months Ended
March 31, March 31,
(in millions, except growth rates) Change (1 2010 2009 Change (1 2010 2009
Pharmaceutice 7% $306.7 $286.Z 2% $ 7748 $ 762.:
Medical (16)%  107.6  128.c 8% 325.c 300.7
Total segment prof — % 414.F 414.F 3% 1,100.( 1,062.¢
Corporate (2 N.M. 48.2)  (33.6 N.M. (127.0) (82.2)
Total consolidated operating earnir (4% $366.5 $380.¢ 1% $ 973.C $ 980.i

(1) Change is calculated as the percentage incoedslecrease) for the three and nine months eltdedh 31, 2010 as compared to the
same periods in the prior ye

(2) Corporate includes, among other things, resitring and employee severance, impairments andolossle of assets, litigation
(credits)/charges, net and certain investment dpgndone of which is allocated to the segmentgedtment spending within Corporate
was $9 million and $16 million, respectively, ftwetthree and nine months ended March 31, 2010 geahpa less than $1 million for
both the three and nine months ended March 31,.:

Pharmaceutical Segment Performance

The Pharmaceutical segment revenue growth of $Iili@mor less than 1% and $1.9 billion or 3%, resfively, during the three and
nine months ended March 31, 2010 as compared toribieyear periods was primarily due to pharmaicaliprice appreciation and additio
volume from existing customers (the combined impeaas $660 million and $3.0 billion, respectivelfhe Company uses the internal metric
“pharmaceutical price appreciation index” to evédutae impact of pharmaceutical and consumer ptaahice appreciation on revenue from
the pharmaceutical distribution business. This imétrcalculated using the change in the manufactpublished price at the beginning of
the period as compared to the end of the periodhted by the units sold by the pharmaceuticaliBistion business during the period. The
pharmaceutical price appreciation index was 8.5¢thfe trailing twelve months ended March 31, 2(R€venue was negatively impacted by
the loss of customers ($551 million and $1.2 hillicespectively) which was partially offset by tmdition of new customers ($126 million
and $270 million, respectively).

Pharmaceutical segment profit increased $21 mitior% during the three months ended March 31, 281€bmpared to the prior year
period. Segment profit for the three months endeddk 31, 2010 was positively impacted by an in@éagiross margin of $18 million and a
decrease in SG&A expenses of $3 million. The ineeda gross margin was primarily due to increadetiibution service agreement fees and
pharmaceutical price appreciation under brandedufaaturer agreements (combined impact of $40 mi)land various initiatives focused
generic products partially offset by increased aumgr discounts ($19 million) as a result of customericings and increased sales volume.

Pharmaceutical segment profit increased $13 mithio2% during the nine months ended March 31, 2G1€ompared to the prior year
period. Segment profit for the nine months endedd&1, 2010 was negatively impacted by a decrimagmss margin of $12 million offset
by a decrease in SG&A expenses of $25 million. déerease in gross margin was primarily due to asmd customer discounts ($88 milli
as a result of customer repricings and increasled salume and the timing and reduction in new gerdaunches ($42 million). The decline
in gross margin also was due to the repositionfrigedicine Shoppe ($54 million) which was partiadiffset by efficiencies gained within
SG&A. The decline in gross margin was partiallysetfby increased distribution service agreemerstd@e pharmaceutical price appreciation
under branded manufacturer agreements (combineacingd $91 million). Also the decline in gross marg/as offset by increased
manufacturer cash discounts ($53 million), the fabte impact of cost of materials savings driveriii®/post-generic environment and
operational efficiencies in the nuclear pharmacsifess ($52 million) and various initiatives foctigm generic products. The increased
distribution service agreement fees and manufactagh discounts were primarily the result of iased sales volume.
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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 increasq#)amaceutical price appreciation on
certain branded products decreases. AlternatittedyCompany’s results could benefit if sales ofrpteceutical products increase, the
frequency of new generic pharmaceutical launche®ases, generic price deflation decreases, onjatautical price appreciation on certain
branded products increases. The Company expeetsanclevel of continued pricing pressure duent¢ompetitive market in which it
operates.

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 workinqhtwease the availability of an alternate raditipe.

Bulk and Non-Bulk Customers . The Pharmaceutical segment differentiates betwea#thand norbulk customers because bulk custor
generate significantly lower segment profit as ecpetage of revenue than that generated by nondustomers. The following discussion
should be read in conjunction with the discussibfBalk and Non-Bulk Customers” under the captidPhiarmaceutical Segment
Performance” in “Management’s Discussion and Aralg$ Financial Condition and Results of Operatidnghe Company’s Quarterly
Report on Form 10-Q for the quarter ended Decer@beP009 (the “December 31, 2009 Form 10-Q").

The Company tracks revenue by bulk and non-bulkooosrs in its financial systems. An internal analyss been prepared to estimate
segment profit from bulk and non-bulk customerabgcating segment expenses (total of segmentatgebducts sold and segment SG&A
expenses) separately for bulk and non-bulk custenidre following table shows the revenues and libeation of segment expenses,
segment profit and segment profit as a percenthgevenue for bulk and non-bulk customers for threé and nine months ended March 31,
2010 and 2009 (prior period amounts differ fromsthpreviously disclosed as they have been updateghiove Martindale, which has been
reclassified to discontinued operations):

Three Months Ended Nine Months Ended
March 31, March 31,

(in millions, except percentage of revenue) 2010 2009 2010 2009
Non-bulk customers
Revenue from nc-bulk customer: $11,349.0 $11,294.. $34,255.: $32,923.!
Segment expenses allocated to-bulk customers (1 $11,094.¢ $11,062.. $33,561.. $32,279.¢
Segment profit from nc-bulk customers (1 $ 254F $ 2317 $ 6941 $ 643.¢
Segment profit from non-bulk customers as a peagenbf revenue from

nor-bulk customers (1 2.24% 2.05% 2.03% 1.95%
Bulk customers
Revenue from bulk custome $10,876.¢ $10,823.! $33,227.¢ $32,676.!
Segment expenses allocated to bulk custome! $10,824." $10,769.C $33,147.. $32,558..
Segment profit from bulk customers | $ 52z $ 54t $ 807 $ 118.¢
Segment profit from bulk customers as a percentégevenue from bulk

customers (1 0.48% 0.50% 0.24% 0.36%

(1) The preparation of this internal analysis reggithe use of complex and subjective estimatesbochtions based upon assumptions,
past experience and judgment that the Companyvesliare reasonable. See section on “Bulk and Naék-®Bustomers” in the
“Pharmaceutical Segment Performance” sub-sectidheofManagement’s Discussion and Analysis of Fai@nCondition and Results
of Operation” in the December 31, 2009 Form-Q.

During the three and nine months ended March 310 2@venue from non-bulk customers increased dmand $1.3 billion,
respectively, compared to the same periods in tioe year due to pharmaceutical price appreciatiod additional volume from existing
customers. Segment profit from non-bulk custometseiased $23 million and $50 million, respectivelyring the three and nine months
ended March 31, 2010 compared to the same pendtie iprior year primarily due to increased disttibn service agreement fees and
pharmaceutical price appreciation partially oftsgtcustomer discounts and the repositioning of Miedi Shoppe. During the three months
ended March 31, 2010, segment profit from non-loulktomers was also positively impacted by varioitg@tives focused on generic
products. During the nine months ended March 31028egment profit from non-bulk customers was pissitively impacted by increased
manufacturer cash discounts, a generic transititmmthe nuclear pharmacy business and a decie&38&A expenses partially offset by a
reduction in generic launches. The increased matwter cash discounts were primarily the resulhofeased sales volume.
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During the three and nine months ended March 310 2@venue from bulk customers increased $53anitind $551 million,
respectively, compared to the same periods in tioe year due to increased volume from existing@urers partially offset by the loss of a
customer. Segment profit from bulk customers desgé&2 million and $38 million, respectively, foetthree and nine months ended
March 31, 2010 compared to the same period in ttioe ypear primarily due to increased customer diste as a result of customer repricings.
The decrease in segment profit from bulk custorf@rthe three months ended March 31, 2010 wasgtlgrtiffset by increased distribution
service agreement fees and pharmaceutical priceepgon.

Medical Segment Performance

The Medical segment revenue growth of $147 milbor7% and $523 million or 9%, respectively, durthg three and nine months
ended March 31, 2010 as compared to the priorpe@nds was primarily due to additional volume freristing customers ($75 million and
$385 million, respectively). The additional volumiering the nine months ended March 31, 2010 watsafigrdriven by strong demand for
flu-related products during the first half of thechl year. Revenue was also positively impactetblgign exchange ($24 million and $34
million, respectively) and new products ($23 mifliand $62 million, respectively). Revenue for tiveermonths ended March 31, 2010 was
also positively impacted by the recognition of poensly deferred intercompany revenue for salesaeEusion ($51 million). Prior to the
Spin-Off, the Company deferred revenue for prodsotd to CareFusion businesses until the produete wold to the end customers. In
connection with the Spin-Off, the previously deéetrrevenue was recognized. Revenue growth wasivelyatmpacted by the loss of
customers ($72 million and $244 million, respediiyevhich was partially offset by the addition ofw customers ($28 million and $114
million, respectively).

The Medical segment profit decreased $21 milliod@&¥ during the three months ended March 31, 28Xkmpared to the same pel
in the prior year. Segment profit for the three therended March 31, 2010 was positively impactedrbincrease in gross margin of $5
million and negatively impacted by an increase @& of $26 million. The increase in gross marginsyaimarily due to increased revenue
and a decrease in raw material costs ($6 milli@mjialy offset by an unusual year-over-year corgmar in cost of goods sold.

The Medical segment profit increased $25 millior8% during the nine months ended March 31, 201dbaspared to the same period
in the prior year. Segment profit for the nine nienénded March 31, 2010 was positively impactedrbincrease in gross margin of $82
million and negatively impacted by an increase @& of $57 million. Gross margin was positively igqted by a decrease in raw material
costs ($38 million) and foreign exchange ($10 wiil)i partially offset by an unusual year-over-yeamparison in cost of goods sold. Gross
margin was also positively impacted by the recagniof the deferred revenue for sales to CareFudiscussed above ($14 million).

Liquidity and Capital Resources
Sources and Uses of Cash
The following table summarizes the Compan@€ondensed Consolidated Statements of Cash Ftoviisef nine months ended March
2010 and 2009:

Nine Months Ended
March 31,

(in millions) 2010 2009
Net cash provided by/(used i- continuing operation:
Operating activitie: $ 1,662.( $204.k
Investing activities 115.5 (297.5)
Financing activitie: (1,782.) (394.9
Net cash provided by/(used i- discontinued operation
Operating activitie: $ 147.¢ $ 624.
Investing activities (9.9 (71.5)
Financing activitie: 1,283.¢ (2.7)

Operating activities. Net cash provided by operating activities fromtoaring operations during the nine months endedcdk&d, 201
totaled $1.7 billion, which was driven by earniragsl changes in working capital. The most significdranges in working capital were
increased accounts payable ($1.7 billion) partiaffget by increased trade receivable ($365 mijlimmd increased inventories ($381 million).
Cash flows from operations can be significantly awigged by factors such as the timing of inventomcpases, customer payments of accounts
receivable and payments to vendors during the aegulurse of business.
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Net cash provided by operating activities from dignued operations for the nine months ended Maigt2010 totaled $148 million
primarily related to the earnings and changes irking capital for CareFusion.

Net cash provided by operating activities from aanng operations during the nine months ended Mat; 2009 totaled $205 million
which was driven by earnings and changes in workaqgtal. The most significant changes in workiagital were increased accounts
payable ($1.6 billion) offset by increased inver@sr($1.3 billion). These increases were due pilgntr timing of inventory purchases and
payments to vendors.

Net cash provided by operating activities from diginued operations for the nine months ended Maigt2009 totaled $624 million
primarily related to the earnings and changes irking capital for CareFusion.

Investing activities . Net cash provided by investing activities fronmttouing operations of $116 million during the nimenths ended
March 31, 2010 primarily reflected proceeds from $lale of CareFusion common stock ($271 milliomjially offset by capital spending
($142 million). The Company expects to sell its agmmg CareFusion stock by the end of fiscal 20dd ia assessing the method and timing
based on market conditions and other factors.

Net cash used in investing activities from contirguoperations for the nine months ended March 829 Df $198 million primarily
reflected capital spending ($192 million).

Financing activities . Net cash used in financing activities from couiiy operations for the nine months ended Marct2810 of $1.8
billion primarily reflected the Company’s repaymefiiong-term obligations ($1.6 billion which indas a $66 million early tender premium)
and payment of dividends ($190 million).

Net cash provided by financing activities from distinued operations for the nine months ended Maigt2010 of $1.3 billion
primarily reflected permanent financing obtainedGareFusion prior to the Spin-Off offset by $90lioi cash funding provided by the
Company to CareFusion pursuant to the Spin-Offretioa agreement.

Net cash used in financing activities from conthguoperations for the nine months ended March BQ9f $394 million reflected the
Company'’s repayment of long-term obligations ($8&tilfion) and payment of dividends ($150 million).

Share Repurchase Program

During the nine months ended March 31, 2010, the@my repurchased $50 million of its Common Shptesuant to the $500
million share repurchase program announced on AUdgu009. This repurchase authorization expireAwgust 31, 2012. As of March 31,
2010, $450 million remained from the $500 milli@purchase authorization. The Company expects tthisseepurchase program to at least
offset equity plan issuances.

See the table under “Part Il, Item 2” of this Fak®Q for more information regarding Company repasgs of Common Shares during
the three months ended March 31, 2010.

Capital Resources

The Company'’s cash and equivalents balance was#oh at March 31, 2010 compared to $1.2 bill@nJune 30, 2009. The increase
in the cash balance during fiscal 2010 was prim&alused by net cash provided by operating aa#vitf $1.8 billion, as described above.

The Company’s cash and equivalents balance as aftV&, 2010 included $401 million of cash heldtsysubsidiaries outside of the
United States. Although the vast majority of castdloutside the United States is available for trégt#on, doing so could subject it to U.S.
federal, state and local income tax. The Compasg, d.S. parent of foreign subsidiaries, may temlgraccess cash held by its foreign
subsidiaries without subjecting the Company to fe8eral income tax through intercompany loans. iNduded in the previously disclosed
cash held by subsidiaries outside of the Unite@eSts an intercompany loan of $874 million frore thompany’s international Accounts
Receivable and Financing Entity (see below foruks@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 commeraglgp program at March 31, 2010 and had no outstgrfilance under the committed
receivables sales facility program at March 31,@2@n November 10, 2009, the Company amended igsirgk committed receivables sales
facility program to extend the program for an aiddial 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
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On September 24, 2009, the Company completed aelaier for an aggregate purchase price, includingarly tender premium but
excluding accrued interest, fees and expenseq tf §1.2 billion of the following series of delgicsirities (listed in order of acceptance
priority): (i) 7.80% Debentures due October 15,&01 Allegiance Corporation; (ii) 6.75% Notes dugbFuary 15, 2011 of the Company;

(iii) 6.00% Notes due June 15, 2017 of the Compéiny;7.00% Debentures due October 15, 2026 ofgMierce Corporation; (v) 5.85% No
due December 15, 2017 of the Company; (vi) 5.80%edldue October 15, 2016 of the Company; (vii) B6%otes due June 15, 2012 of the
Company; (viii) 5.50% Notes due June 15, 2013 ef@ompany; and (ix) 4.00% Notes due June 15, 20ifeacCompany. The Company
purchased more than $1.1 billion pursuant to tfier afsing the order of priority set forth above cnnection with the debt tender, the
Company incurred a prax loss for the early extinguishment of debt gmpimately $40 million, which included an earlyter premium o
$66 million, the writeeff of $5 million of unamortized debt issuance spsind an offsetting $32 million fair value adjustihto the respecti
debt related to previously terminated interest sataps. See Note 7 of “Notes to Condensed Consetldénancial Statements” for additional
information on the debt tender and the Companyigiring long-term obligations at March 31, 2010.

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

The Company’s capital resources are more fully ilesd in “Liquidity and Capital Resources” withiManagement’s Discussion and
Analysis of Financial Condition and Results of Giems” and Notes 4, 9 and 19 of the “Notes to ©bdated Financial Statements” from
the FY2009 Financial Statements.

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 culremtticipated capital expenditures, business
growth and expansion, working capital needs, cotued obligations and current and projected debice 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-effeniss of healthcare. If additional transactioessmtered into or consummated, the
Company may need to enter into funding arrangenfentguch acquisitions.

Debt Ratings/Covenants

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

On April 16, 2009, in connection with the Spin-Gffe Company amended its $1.5 billion revolvingddaréacility 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 Bmmaintain a consolidated leverage ratio of mwenthan 3.25-to-1. The new covenants
became effective on September 1, 2009 followingsaommation 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 related to such program vatlecants that require the Company to maintain aaatated interest coverage ratio as of
the end of any fiscal quarter of at least 4-to-d Bmmaintain a consolidated leverage ratio of mwenthan 3.25-to-1. The new covenants
became effective on September 1, 2009.

As of March 31, 2010, the Company was in compliamitke these financial covenants.

Contractual Obligations

Except as disclosed in the Company’s Quarterly RepoForm 10-Q for the quarter ended Septembe2@09 (the ‘September 30,
2009 Form 10-Q"), there have been no material chgngutside of the ordinary course of businestherCompany’s outstanding contractual
obligations 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 helgineference, for a discussion of off-balance shesingements.
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Recent Financial Accounting Standards
See Note 1 of “Notes to Condensed Consolidatedi€iabStatements” for a discussion of recent finareccounting standards.

Item 3: Quantitative and Qualitative Disclosures about Marlet Risk

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

Item 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 Compamyrincipal executive officer and principal finaakofficer, of the effectiveness of the
Company’s disclosure controls and procedures danth 31, 2010. Based on this evaluation, the Caygarincipal executive officer and
principal financial officer have concluded that thempany’s disclosure controls and procedures effeetive as of March 31, 2010 to
provide reasonable assurance that information reduo be disclosed in the Company’s reports utiteExchange Act is recorded,
processed, summarized and reported within the pieniods specified in the SEC rules and forms amgrdeide that such information is
accumulated and communicated to management to #ileely decisions regarding required disclosure.

Changesin Internal Control Over Financial Reporting . There were no changes in the Company’s internatrabover financial
reporting during the quarter ended March 31, 200 have materially affected, or are reasonabBlyiko materially affect, its internal cont
over financial reporting.

Inherent Limitations on Effectiveness of Controls. The Company’s management, including its princegadcutive 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 peoweidy reasonable, not absolute, assur.
that the control system’s objectives will be mdieTdesign of a control system must reflect the tfzatt 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 thattatements due to error or fraud will not occuthat all control issues and instances of
fraud, if any, have been detected. These inheiritations include the realities that judgmentsl@tision-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 eveais there can be no assurance that any desigaueidked in achieving its stated goals u
all potential future conditions. Projections of aawaluation of controls effectiveness to futureiqges 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 Statememesincorporated by reference il
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, 2008 (2009 Form 10-K")ncludec
risks that were specific to CareFusion. The Companmypleted the spin-off of CareFusion on August28I09 and as a result the risk factors
in the 2009 Form 10-K were superseded by the gstofs set forth in “Part Il, Item 1A—Risk Factox'the Company’s September 30, 2009
Form 10-Q.

The information presented below describes risksragifrom the recently enacted federal healthoafierm act. The risks described in
this Form 10-Q are not the only risks that the Canypfaces. The information presented below, rigscdbed elsewhere in this Form 10-Q
and the risks set forth in the September 30, 2@0A.0-Q should be read in conjunction with the260rm 10-K and the Comparsyfilings
with the SEC since June 30, 2009. These risks aoal@rially and adversely affect the Company’s ltesaf operations, financial condition,
liquidity, cash flows and/or future business pratpe

The Company'’s results of operations, financial é¢tol, liquidity, cash flows and/or future businge®spects could also be affected by
additional risks and uncertainties not known to@wenpany at the time of the filing of this Form Q0er that the Company currently
considers to be immaterial.
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The Company may be adversely impacted by the rédgemiacted healthcare reform legislation.

In March 2010, Congress approved, and the Presgigmed into law, the Patient Protection and Afédri@ Care Act and the Health
Care and Education Reconciliation Act (collectiviig “Healthcare Reform Acts”). Among other thintiee Healthcare Reform Acts seek to
expand health insurance coverage to approximagiyiBion uninsured Americans. Many of the sigréfit changes in the Healthcare Refi
Acts do not take effect until 2014, including awggment that most Americans carry health insuraibe Healthcare Reform Acts contain
many provisions designed to generate the reveremssaary to fund the coverage expansions and teeanbsts of Medicare and Medicaid.
Beginning in 2013, each medical device manufactwitthave to pay a tax in an amount equal to 2&he price for which the
manufacturer sells its medical devices. The Compaagufactures and sells devices that will be sabgethis tax. Additionally, the
Healthcare Reform Acts changed the federal uppgnpat limit for Medicaid reimbursement from 250%tbé lowest average
manufacturer’s price (“AMP”) for generic pharmadeats to no less than 175% of the average weightd®, which is to be published
monthly. The AMP provision is expected to beconfedaive in October 2010. The effect of these aroprovisions of the Healthcare
Reform Acts on the Company is uncertain and coelddverse.

Item 2: Unregistered Sales of Equity Securities and Use Bfoceeds

The following table provides information about pusses the Company made of its Common Shares dherguarter ended March 31,
2010:

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)
January -31, 201C 614 $ 32.0¢ — $ 450,000,02
February -28, 201C 47¢ 33.2% — 450,000,02
March 131, 201C 3,84( 35.4¢4 — 450,000,02
Total 4,93: $ 34.81 — $ 450,000,02

(1) Includes 141, 135 and 119 Common Shares puedhaslanuary, February and March 2010, respegfittalough a rabbi trust as
investments of participants in the Company’s Def@il€ompensation Plan. Also includes 473, 344 an2ll3estricted shares
surrendered in January, February and March 20%fentively, by employees upon vesting to meet titixhalding.

(2) During the three months ended March 31, 20i®Gompany did not repurchase any of its CommomeShander its existing $500
million share repurchase program announced on AUgu009. This repurchase authorization expireAwgust 31, 2012. At March 3
2010, approximately $450 million remained from $#%0 million repurchase authorization. The Compaxpects to use this repurchi
program to at least offset equity plan issuan

ltem 6: Exhibits

Exhibit
Number Exhibit Description
3.1 Amended and Restated Articles of Incorporation afdihal Health, Inc., as amended (incorporatedeligrence to Exhibit 3.1
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 Regulatiarsamended (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 Deferred Comsgition Plan, as amended and restated effectivadahu200¢
10.2 Fourth Amendment, dated as of March 25, 2010, aorthird Amendment and Restated Receivables Purd@msement and
Waiver, dated as of November 19, 2(
10.3 Third Amended and Restated Performance Guarantyd @es of March 25, 2010, executed by Cardinal tHehic. in favor of

Cardinal Health Fundin(LLC
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121
31.1
31.2
32.1

32.2

99.1
101.INS*
101.SCH’
101.CAL*
101.DEF*
101.LAB*
101.PRE*

Computation of Ratio of Earnings to Fixed Char
Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002
Certification of Chief Financial Officer pursuamnt $ection 302 of the Sarba-Oxley Act of 200z

Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantcdiioB8e906 of the
Sarbane-Oxley Act of 200z

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

Statement Regarding Forw-Looking Information

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docuntr
XBRL Taxonomy Definition Linkbase Docume

XBRL Taxonomy Extension Label Linkbase Docum

XBRL Taxonomy Extension Presentation Linkbase Doent

* XBRL (Extensible Business Reporting Language) imfation is furnished and not filed or a part of gis&ation statement or prospec
for purposes of Sections 11 or 12 of the Securhigtsof 1933, is deemed not filed for purposes eftiHn 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 offalisibn for material Company information. Importamformation, including news releases,
analyst presentations and financial informatiorardig the Company, is routinely posted and acbkssi 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&&4S 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: May 6, 2010 /'s/ GEORGES. BARRETT

George S. Barrett
Chairman and Chief Executive Officer

/s/ JerFFrReyYW. H ENDERSON

Jeffrey W. Henderson
Chief Financial Officer
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Cardinal Health
Deferred Compensation Plan
Amended and Restated Effective as of January 1, 2009

Second Amendment

Background Information

A. Cardinal Health, Inc. (“Cardinal Health”) estaled and maintains the Cardinal Health Deferresh@msation Plan (the “Plan”) for the
benefit of participants and their beneficiari

B. The Financial Benefit Plans Committee (the “Cadttee”) oversees the administration of the Planiaralithorized to amend
administrative provisions of the Plan in accordawitt authority delegated by the Human ResourcesGompensation Committee of
the Board of Directors of Cardinal Heal

C. The Committee desires to amend the Plan to dgdllareFusion Corporation (“CareFusion”) and itssgdiaries from the definition of
“Employer”, effective as of August 31, 2009, thesfiday of the payroll period during which such éoypes will cease to be eligible for
participation in the Plan as a result of the -off of CareFusion and its subsidiaries from Carbifealth as of 11:59 p.m. on said de

D. Section 7.1 of the Plan permits the amendmentePthn at any time

Amendment of the Plan

The Plan is hereby amended as follows, effectivef @#sigust 31, 2009:
1. A new sentence is hereby added to the end of Setti(n) of the Plan to read as follov

“Notwithstanding the foregoing, CareFusion Corpimragnd its subsidiaries shall cease to be classds Employers under the terms of
the Plan, effective as of August 31, 2009, onemtay to the day that CareFusion Corporation asdibsidiaries shall cease to be members
of a controlled group of corporations with Cardirtgalth, Inc.”

2. All other terms and provisions of the Plan shathaén unchangec
CARDINAL HEALTH, INC.

By: /s/ Monica Foster
Title: VP Benefits
Date: 8/20/09




Exhibit 10.2

FOURTH AMENDMENT
TO THE
THIRD AMENDED AND RESTATED RECEIVABLES PURCHASE AGEEMENT
AND WAIVER

This FOURTH AMENDMENT TO THE THIRD AMENDED AND RESATED RECEIVABLES PURCHASE AGREEMENT AND
WAIVER, dated as of March 25, 2010 (this “* Amendingnis entered into by and among:

(i) CARDINAL HEALTH FUNDING, LLC, a Nevada limitediability company (the “ Selle®);
(i) GRIFFIN CAPITAL, LLC, a Nevada limited liabity company (* Griffin”);

(iif) CARDINAL HEALTH 110, INC., a Delaware corpotian (* CH-110");

(iv) CARDINAL HEALTH 411, INC., an Ohio Corporatioff CH-411");

(v) CARDINAL HEALTH, INC., an Ohio corporation (thePerformance Guarantdy;

(vi) RANGER FUNDING COMPANY LLC (* Ranget), as a Conduit;

(vii) BANK OF AMERICA, N.A. (“ BofA "), as the Related Financial Institution for Rangad as the Managing Agent for Ranger’s
Purchaser Group;

(viii) WINDMILL FUNDING CORPORATION (* Windmill ), as a Conduit;

(ix) THE ROYAL BANK OF SCOTLAND PLC (as successarABN AMRO Bank N.V.) (“RBS’), as the Related Financial Institut
for Windmill and as the Managing Agent for WindrslPurchaser Group;

(X) ATLANTIC ASSET SECURITIZATION LLC (“ Atlantic”), as a Conduit;

(xi) CREDIT AGRICOLE CORPORATE AND INVESTMENT BANKNEW YORK BRANCH (f/k/a Calyon New York Branch) (*
Credit Agricol€ ), as the Related Financial Institution for Atlardind as the Managing Agent for Atlantic’s Purch&up;

(xii) VICTORY RECEIVABLES CORPORATION (* Victory’), as a Conduit; and

(xiii) THE BANK OF TOKYO-MITSUBISHI UFJ, LTD., NEWYORK BRANCH (“ BTMUNY "), as the Related Financial Institution
for Victory, as Managing Agent for Victory’s Purcde Group and as the Agent (in such capacity, thgent”).

Capitalized terms used but not otherwise defingdihénave the respective meanings assigned thierétte Receivables Purchase
Agreement (as defined belov



PRELIMINARY STATEMENTS

WHEREAS, the parties hereto (other than CH-110,41H-and the Performance Guarantor) are partidgtaertain Third Amended
and Restated Receivables Purchase Agreement, amtefdNovember 19, 2007 (as amended, supplementgtierwise modified from time
time, the “ Receivables Purchase Agreenignt

WHEREAS, on the terms and subject to the conditg®igorth herein, (i) the parties to the Receigalifurchase Agreement desire to
amend the Receivables Purchase Agreement as geirf@ection Delow and (i) the parties hereto desire to grawler receive (as
applicable) the waivers set forth_in Sectiobelow; and

WHEREAS, concurrently herewith, (i) the Seller @udffin are entering into that certain fourth amereht to the Receivables Sale
Agreement, (ii) Griffin and CH-110 are enteringarthat certain third amendment to the Griffin RRAthich CH-110 is a party, (iii) Griffin
and CH-411 are entering into that certain first adment to the Griffin RPA to which CH11 is a party and (iv) the Performance Guaras
executing and delivering a Third Amended and Redt&erformance Guaranty (the agreements descrili@duses (i)through (iv) above,
the “ Related Amendment;

NOW, THEREFORE, for good and valuable consideratibe receipt and adequacy of which are herebyaeleuged, the parties
hereto agree as follows:

SECTION 1. Waiver; Limitations

The Cardinal Entities have advised the Agent thiat po the date hereof (i) certain Receivablesuded in the calculation of the Net
Receivables Balance and sold to the Seller undeR#teivables Sale Agreement were originated b ppeoved SulOriginators (as define
in Section Zbelow) rather than by the Originators, (ii) theesabf such Receivables by such Approved Sub-Otigisado the Originators were
not memorialized by written sale agreements, (I)C financing statements may not have been filednast such Approved Sub-Originators
to perfect the interests of the Originators, Grifthe Seller or the Agent (on behalf of the Pusehns) in such Receivables or the Related
Security therefor and (iv) due to the circumstardescribed in clauses (through (iii) above, such Receivables did not constitute Ekgibl
Receivables. The circumstances described aboviedsn breaches of various representations, widesand covenants of the Cardinal
Entities under the Transaction Documents and domsttontinuing Amortization Events under the Reables Purchase Agreement (such
breaches and Amortization Events, solely to therdrising from the circumstances described irffithesentence of this Section the “
Subject Event8). The Cardinal Entities have requested the waidascribed in clause (djelow.

(a) Waivers On the terms and subject to the conditions st feerein (including, without limitation, the litations set forth in clauses
(b) through (c)below):

(i) the Agent, Conduits, Managing Agents and Finalrlastitutions hereby waive the occurrence of $ubject Events under the
Receivables Purchase Agreement;



(i) each of the Agent and the Seller hereby waihesoccurrence of the Subject Events under theiRaigles Sale Agreement;
(iii) each of the Agent and the Seller hereby waitree occurrence of the Subject Events under tHerReance Guaranty; and
(iv) each of the Agent, Seller and Griffin herebgives the occurrence of the Subject Events una@e6tiffin RPAs.

Each of the parties hereto consents to the wagrarsted pursuant to this clause (&gach of the parties granting a waiver pursuant to
clause (i), (i) , (iii) or (iv) above, as applicable, is hereinafter referredsta ‘@Waiving Party.

(b) General Limitations Notwithstanding anything to the contrary hereininothe Transaction Documents, by executing this
Amendment, none of the Waiving Parties is now wajyinor have any of them agreed to waive in tharé&tthe breach of (or any rights and
remedies related to the breach of) any provisidramg Transaction Document, other than as expresgtlforth in clause (aqbove. Without
limiting the generality of the foregoing, none bétwWaiving Parties is now waiving, nor have anyheim agreed to waive in the future, any
Termination Event (as defined under the Receivab#ds Agreement) or Amortization Event, in eithase, occurring after the date hereof.
For the avoidance of doubt, no Waiving Party isbgrwaiving or agreeing to waive in the future awgnt or circumstance similar to the

Subject Events that occurs after giving effectiie Amendment or any of their respective rightsemnedies in respect thereof under the
Transaction Documents, applicable law or otherwise.

(c) No Waiver of Indemnification, EtcWithout limiting the generality of the foregoiagd for the avoidance of doubt, none of the
Waiving Parties is hereby waiving or releasing, mave any of them agreed to waive or release ifutiiee, any right or claim to
indemnification or reimbursement by, or damagemftbe Cardinal Entities or any Affiliate thereofder any Transaction Document,

including without limitation, for any liability, digation, loss, damage, penalty, judgment, settl@meost, expense or disbursement resulting
or arising directly or indirectly from any Subjdetent or otherwise.

SECTION 2. Amendments to the Receivables Purchaseefent
The Receivables Purchase Agreement is hereby amiesdellows:

(a) Section 7.1(i)(xivpf the Receivables Purchase Agreement is replaciésl €ntirety with the following:

(xiv) maintain the effectiveness of, and continei@érform and require Griffin, the Originators g¢hd Approved Sub-Originators
to perform under the Receivables Sale Agreemeanh €aiffin RPA, each Sub-Originator Sale Agreeméime, Cash Management
Agreement and the Performance Guaranty, suchttdaes not amend, restate, supplement, cancelinateror otherwise modify the
Receivables Sale Agreement, each Griffin RPA, é&dhOriginator Sale Agreement, the Cash Managefgmement or the
Performance Guaranty, or give any consent, wadisgctive or approval thereunder or waive any
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default, action, omission or breach thereundettlerwise grant any indulgence thereunder, withmueéch case) the prior written
consent of the Agent and the Required Financiditii®ns;

(b) Section 7.2f the Receivables Purchase Agreement is amendaddigg thereto the following new clause ({iymediately
following existing_clause (g}thereof:

(h) SubOriginator Sale Agreement Terminatiofihe Seller Parties shall not permit any Origin&boterminate any SuBriginator
Sale Agreement, nor send (or permit any Originedarend) any written notice to the applicable Apeid Sub-Originator in respect
thereof, without providing 10 Business Days’ pnaitten notice thereof to the Agent, except withgect to (i) the occurrence of a
termination pursuant to Section ‘@Pthe applicable Sub-Originator Sale Agreement @hd termination permitted und&ection 1.1(k
hereunder, and any such termination of any Subitigr Sale Agreement or provision of notice to &mproved Sub-Originator in
respect thereof not in compliance with this clafigeshall be voidab initio .

(c) Section 10.df the Receivables Purchase Agreement is amendegplacing clause (xjhereof in its entirety with the following:
(x) either:

(A) any failure of the Originators to acquire andinain legal and equitable title to, and ownersifipny Receivable
originated by an Approved Sub-Originator and théafel Security and Collections with respect thefeim the applicable
Approved Sub-Originator, free and clear of any AdeeClaim (other than any Adverse Claim creategeomitted hereunder); or
any failure of the Originators to give reasonalyigalent value to any Approved Sub-Originator uraley Sub-Originator Sale
Agreement in consideration of the transfer by stipproved Sub-Originator of any Receivable originiay such Approved Sub-
Originator, or any attempt by any Person to voichswansfer under statutory provisions or commaenda equitable action; or

(B) any failure of Griffin to acquire and maintdagal and equitable title to, and ownership of Begeivable and the Relat
Security and Collections with respect thereto fithe applicable Originator, free and clear of anwéde Claim (other than any
Adverse Claim created or permitted hereunder)ngrfailure of Griffin to give reasonably equivaleratlue to any Originator
under any Griffin RPA in consideration of the triamsy such Originator of any Receivable, or artgrapt by any Person to void
such transfer under statutory provisions or comfawnor equitable action;

(d) The following new defined terms and definitiadhsreof are added to Exhibibf the Receivables Purchase Agreement in apprepriat
alphabetical order:

“ Approved SubOriginator” means each of the following Persons and theicssgors:

(i) Leader Drugstores, Inc., a Delaware corporation
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(i) Cardinal Health Pharmacy Services, LLC, a Dee limited liability company;
(iii) Medicine Shoppe International, Inc., a Delawaorporation;

(iv) Cardinal Health 108, Inc., a Tennessee cofpmra

(v) Cardinal Health Systems, Inc, an Ohio corporgtand

(vi) any other Person approved in writing by theeAgiand the Required Financial Institutions as/Apptoved Sub-
Originator” from time to time.

“ Sub-Originator Sale Agreemeiitmeans each Receivables Sale Agreement betweApoved Sub-Originator and an
Originator, dated as of March 1, 2010, as the saane be amended, supplemented or otherwise modified time to time.

(e) The definition of “ Cardinal Entityset forth in_Exhibit lof the Receivables Purchase Agreement is replacisl €ntirety with the
following:

“ Cardinal Entity” means each of Cardinal, Griffin, each Originadad each Approved Sub-Originator.
(f) Effective upon satisfaction of the conditiongpedent specified in Sectiorbélow, the definition of “ Eligible Receivableset forth
in Exhibit | of the Receivables Purchase Agreement is amendeti@ss:
(i) clause (viii) thereof is replaced in its entirety with the feliog:

(viil) which arises under a Contract in substahtittie form of one of the form contracts set fasthExhibit IX hereto or
otherwise approved by the Agent in writing, whitdgether with such Receivable, is in full force affitct and constitutes the
legal, valid and binding obligation of the relateblligor enforceable against such Obligor by theiapple Originator or Approve
Sub-Originator and its assignees, subject to neetftounterclaim or other defense,

(i) clause (ix) thereof is replaced in its entirety with the feliog:

(ix) as to which all right, title and interest tkéy and therein has been validly transferred (Ahencase of any Receivable
originated




by an Approved Sub-Originator, by such Approved-8ulginator directly to an Originator under andaiccordance with the
applicable Sub-Originator Sale Agreement, (B) g dlpplicable Originator directly to Griffin undandain accordance with the
applicable Griffin RPA and (C) by Griffin directlp Seller under and in accordance with the Recédgabale Agreement, and as
to which Seller has good and marketable title thefree and clear of any Adverse Claim,

(iii) clause (x) thereof is replaced in its entirety with the feliog:

(x) which arises under a Contract that containslaigation to pay a specified sum of money andasttich the applicable
Originator or Approved Subriginator has performed all obligations due obécome due from it, and no further action is rezp
to be performed by any Person with respect thes#ter than payment thereon by the applicable Ohligo

(iv) clause (xiii) thereof is replaced in its entirety with the feliog:
(xiil) which was generated in the ordinary cour§¢he applicable Originator’'s or Approved Sub-Onigfior's business,
(v) clause (xiv)thereof is replaced in its entirety with the feliog:

(xiv) which arises solely from the sale of goodshar provision of services to the related Obligpthe applicable Originatc
or Approved Sub-Originator, and not by any othaisBe (in whole or in part),

(vi) clause (xv)thereof is replaced in its entirety with the feliog:

(xv) which is not subject to any right of rescissiget-off, counterclaim, any other defense (incigdiefenses arising out of
violations of usury laws) of the applicable Obligayainst the applicable Originator or Approved ®uriginator and which is not
subject to any other Adverse Claim, and the Oblthereon holds no right as against the applicalbigittor or Approved Sub-
Originator to cause such Originator or Approved-8ulginator to repurchase the goods or merchartissale of which shall
have given rise to such Receivable (except witheetsto sale discounts effected pursuant to ther&ain or defective goods
returned in accordance with the terms of the Cahwrin compliance with the applicable Originasor Approved Sub-
Originator’s returned goods policy as in effecttba date hereof),

(9) The definition of “ Receivabléset forth in Exhibit lof the Receivables Purchase Agreement is replacitsl éntirety with the
following:

“ Receivable’ means: (i) for purposes of the Receivables Saefment, (a) all rights to payment owed (withduing effect to
the transfers under any



Sub-Originator Sale Agreement or any Griffin RP&Y}te applicable Originator or Approved Sub-Origandor goods sold or services
performed by such Originator or Approved Sub-Ordar or in which such Originator or Approved Suligbrator has a security or
other interest, whether such rights to paymenttiois an account, chattel paper, general intaegiblotherwise (as each of the
foregoing terms is used in Article 9 of the UCCYancludes, without limitation, the obligation tayany Finance Charges with respect
thereto, excluding, however, any Excluded Rece&alld (b) all rights of Griffin under each Sub-@rajor Sale Agreement and each
Griffin RPA and (ii) for purposes of this Agreemefa) all rights to payment owed (without givindest to the transfers under any Sub-
Originator Sale Agreement, any Griffin RPA or thedRivables Sale Agreement) to the applicable Catginor Approved Sub-
Originator for goods sold or services performedigh Originator or Approved Sub-Originator or inigrhsuch Originator or Sub-
Originator has a security or other interest, wheslueh rights to payment constitute an accounttehaaper, general intangible or
otherwise (as each of the foregoing terms is uséticle 9 of the UCC) and includes without lintitan, the obligation to pay any
Finance Charges with respect thereto, excludingevew any Excluded Receivable and (b) all rightSeifer under each Subriginator
Sale Agreement, each Griffin RPA and the ReceivwaBlee Agreement. Rights to payment arising fropnare transaction, including,
without limitation, rights to payment representgdam individual invoice shall constitute a Receiteadeparate from a Receivable
consisting of the rights to payment arising frony ather transaction.

(h) Clause (vi)of the definition of “ Related Securityset forth in_Exhibit lof the Receivables Purchase Agreement is amended by
inserting the phrase “each Sub-Originator Sale &gwent,” immediately following the phrase “each @niRPA,” where such phrase appears
therein.

() The definition of “ Transaction Documeritset forth in_Exhibit lof the Receivables Purchase Agreement is amendathésting the
phrase “each Sub-Originator Sale Agreement,” imatedl following the phrase “each Griffin RPA,” wigesuch phrase appears therein.

SECTION 3. Consent to Related Amendments
Each of the parties hereto hereby consents toxbeugion and delivery of the Related Amendmentthieyparties thereto.

SECTION 4. Representations and Warranties

On the date hereof, each Cardinal Entity and thitoReance Guarantor hereby represents and warfast® itself) to the Purchasers,
the Managing Agents, the Agent and, in the caghefepresentations and warranties made by therffehce Guarantor, the Seller that:

(a) after giving effect to this Amendment and thredd®d Amendments, no event or condition has oeduand is continuing which
constitutes an Amortization Event or Potential Atization Event or Termination Event (as definedhe Receivables Sale Agreement) or
Potential Termination Event (as defined in the Rextdes Sale Agreement);
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(b) after giving effect to this Amendment and theld®ed Amendments, the representations and wagsaotisuch Person set forth in the
Receivables Purchase Agreement and each otheratteors Document to which such Person is a partyragand correct as of the date
hereof, as though made on and as of such dateptetecthe extent such representations and warsarglate solely to an earlier date and then
as of such earlier date); and

(c) this Amendment and the Related Amendments)if o which such Person is a party, constitutevdiiel and binding obligations of
such Person, enforceable against such Persondndace with their terms.

SECTION 5. Conditions to Effectiveness

This Amendment shall, subject to Sectiobedow, become effective as of the date hereof watisfaction of all the following conditio
precedent:

(a) receipt by the Agent of (i) counterparts o6tAimendment, duly executed by each of the pargestb and (ii) counterparts of the
Related Amendments in form and substance acceptabie Agent, duly executed by each of the pattieseto;

(b) receipt by the Agent of executed copies of €aub-Originator Sale Agreement;

(c) receipt by the Agent of the following with regp to each Approved Sub-Originator and each Caigin

(i) a copy of the Resolutions of the Board of Dioes of such Person certified by its Assistant 8ey authorizing such Person’s
execution, delivery and performance of the apple&ub-Originator Sale Agreement and the other oheeus to be delivered by it
hereunder;

(i) the Articles of Organization or Certificate bfcorporation of each Approved Sub-Originator ified by the Secretary of State
of its jurisdiction of organization or incorporation or within thirty (30) days prior to the dateréof;

(iif) Good Standing Certificate for each ApproveabSOriginator issued on or within thirty (30) dgysor to the date hereof by the
Secretary of State of its state of organizatiomoorporation and of each jurisdiction where itgeflexecutive office or principal place
of business is located; and

(iv) a certificate of the Assistant Secretary ofts®Person certifying (i) the names of the officeushorized on its behalf to execute
the applicable Sub-Originator Sale Agreement arydadiner documents to be delivered by it thereun@@ithe specimen signature of
Jorge M. Gomez and (iii) a copy of such Person’s.Bws or Operating Agreement;
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(d) receipt by the Agent of time stamped receigties (or, in the case of filings to be made in$&te of Ohio, confirmation by the
Cardinal Entities or their counsel that such fisritave been made) of proper financing statemeult®afinancing statement amendments
naming Griffin, each Originator and each Approvedb-®riginator as debtor and Agent as secured pauty, filed under the UCC on or
before the date hereof in all jurisdictions as rhaynecessary or, in the opinion of the Agent, dbesl;, under the UCC of all appropriate
jurisdictions or any comparable law in order tofper the ownership interests contemplated by the-Originator Sale Agreements and the
other Transaction Documents; and

(e) receipt by each Conduit (or its Managing Agamits behalf), to the extent required under theudrents governing such Conduit’s
Commercial Paper program, of confirmations fromheagplicable Rating Agency that this Amendment tnedtransactions contemplated
hereby will not cause such Rating Agency to reduosithdraw its rating (if any) on such Conduit'si@mercial Paper.

SECTION 6. PostClosing Conditions to Effectiveness

The amendments to the definition of “Eligible Refedile” set forth in Section 2(Bbove Amendment shall become effective upon
satisfaction of all the following conditions preesd:

(a) this Amendment shall have become effectiveyantto Section &bove;

(b) receipt by the Agent of favorable opinionsedal counsel for the Cardinal Entities in form antistance reasonably acceptable to
the Agent addressing general corporate, enfordgalsiécurity interest, non-consolidation and teade matters relevant to the transactions
contemplated by the Transaction Documents as ardeéndthis Amendment and the Related Amendments; and

(c) receipt by the Agent of UCC lien search resatfainst each Approved Sub-Originator in the applie UCC filing office of such
Approved Sub-Originator’s state of organizationnmorporation showing that no effective financingtements (other than those
contemplated by the Transaction Documents, as amdemereby) are on file with such filing office namgisuch Approved Sub-Originator as
debtor or seller and covering the Receivables,tBel&ecurity or Collections (or any portion of theegoing).

Each of the Cardinal Entities, jointly and severatiovenants and agrees to cause the conditionsgeat specified in clauses (apd
(c) above to have been satisfied by not later tharl 26y 2010.



SECTION 7. Expenses

The Cardinal Entities, jointly and severally, agteg@ay (or cause to be paid), all reasonable @stexpenses (including, without
limitation, the reasonable fees and out-of-pockeeases of counsel) incurred by the Agent, Condiiemaging Agents and Financial
Institutions in connection with this Amendment, Related Amendments, the transactions contemplatszby and the Subject Events.

SECTION 8. Counterparts; Delivery

This Amendment may be executed in any number ofitesparts and by different parties on separateteoparts, and each counterpart
shall be deemed to be an original, and all suclmtesparts shall together constitute but one anda#nee instrument. Delivery of an executed
counterpart of a signature page to this Amendmegifiaecsimile or other electronic means shall beatife as delivery of a manually executed
counterpart of this Amendment.

SECTION 9. Effect of Amendment; Ratification

Except as specifically amended hereby and, whevkcaple, by the Related Amendments, the Receigablechase Agreement and the
other Transaction Documents are hereby ratifiedcamfirmed in all respects, and all of its provisashall remain in full force and effect.
After this Amendment becomes effective, all refessin the Transaction Documents to the Receivahleshase Agreement, the Receiva
Sale Agreement, the Griffin RPAs and the Perforrea@oaranty shall be deemed to be references toagrekments as amended and/or
waived hereby and, where applicable, by the Relatedndments. This Amendment shall not be deemegpeessly or impliedly waive,
amend, or supplement any provision of any Transadliocument other than as specifically set fortreime

SECTION 10. GOVERNING LAW

THIS AMENDMENT SHALL BE GOVERNED BY, AND CONSTRUEDN ACCORDANCE WITH, THE INTERNAL LAWS OF
THE STATE OF ILLINOIS.

SECTION 11. Section Headings

The various headings of this Amendment are insédiedonvenience only and shall not affect the nirgguor interpretation of this
Amendment or the Receivables Purchase Agreememtyoprovision hereof or thereof.

[ Signatures pages follow.]
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IN WITNESS WHEREOF, the parties hereto have catisisdAmendment to be executed by their respectifieens thereunto duly

authorized, as of the date first above written.

S-1

CARDINAL HEALTH FUNDING, LLC

By: /s/ Lloyd Fort

Name: Lloyd Fort
Title:  Presiden

GRIFFIN CAPITAL, LLC,

By: /s/ Lloyd Fort

Name: Lloyd Fort
Title:  Presiden

CARDINAL HEALTH 110, INC.

By: /sl Jorge M. Gomez

Name: Jorge M. Gome.
Title:  Senior Vice President & Treasul

CARDINAL HEALTH 411, INC.

By: /sl Jorge M. Gomez

Name: Jorge M. Gome.
Title:  Senior Vice President & Treasul

CARDINAL HEALTH, INC.

By: /sl Jorge M. Gomez

Name: Jorge M. Gome
Title:  Senior Vice President & Treasul

Fourth Amendment to Third Amended and
Restated Receivables Purchase Agreement
and Waiver



RANGER FUNDING COMPANY LLC,
as a Condui

By: /s/ Doris J. Hearn

Name: Doris J. Hearr
Title:  Vice Presiden

BANK OF AMERICA, N.A.,
as Related Financial Institution for Ran

By: /s/ Nina Austin

Name: Nina Austin
Title:  Vice Presiden

BANK OF AMERICA, N.A.,
as Managing Agent for Ran¢s Purchaser Grot

By: /s/ Nina Austin

Name: Nina Austin
Title:  Vice Presiden

Fourth Amendment to Third Amended and
Restated Receivables Purchase Agreement
and Waiver



S-3

WINDMILL FUNDING CORPORATION,
as a Condui

By: /s/ Jill A. Russo

Name: Jill A. Russc
Title:  Vice Presiden

THE ROYAL BANK OF SCOTLAND PLC,
as Related Financial Institution for Windrr

By: RBS Securities Inc., as ag

By: /s/ David Viney

Name: David Viney
Title:  Managing Directo

THE ROYAL BANK OF SCOTLAND PLC,
as Managing Agent for Windm's Purchaser Grot

By: RBS Securities Inc., as ag

By: /s/ David Viney

Name: David Viney
Title:  Managing Directo

Fourth Amendment to Third Amended and
Restated Receivables Purchase Agreement
and Waiver



ATLANTIC ASSET SECURITIZATION LLC,
as a Condui

By: /sl Kostantina Kourmpetis

Name: Kostantina Kourmpeti
Title:  Managing Directo

By: /sl Sam Pilcer

Name: Sam Pilcel
Title:  Managing Directo

CREDIT AGRICOLE CORPORATE AND
INVESTMENT BANK NEW YORK BRANCH,
as Related Financial Institution for Atlan

By: /sl Kostantina Kourmpetis

Name: Kostantina Kourmpeti
Title:  Managing Directo

By: /sl Sam Pilcer

Name: Sam Pilcel
Title:  Managing Directo

CREDIT AGRICOLE CORPORATE AND
INVESTMENT BANK NEW YORK BRANCH,
as Managing Agent for Atlanf's Purchaser Grot

By: /sl Kostantina Kourmpetis

Name: Kostantina Kourmpeti
Title:  Managing Directo

By: /sl Sam Pilcer

Name: Sam Pilce
Title:  Managing Directo

Fourth Amendment to Third Amended and
Restated Receivables Purchase Agreement
and Waiver



S-5

VICTORY RECEIVABLES CORPORATION
as a Condui

By: /sl Frank B. Bilotta

Name: Frank B. Bilotta
Title:  Presiden

THE BANK OF TOKYO-MITSUBISHI UFJ, LTD.,
NEW YORK BRANCH,
as Related Financial Institution for Victa

By: /sl Victor Pierzchalski

Name: Victor Pierzchalsk
Title:  Authorized Signator

THE BANK OF TOKYO-MITSUBISHI UFJ, LTD.,
NEW YORK BRANCH,
as Managing Agent for Victo’s Purchaser Grot

By: /s/ Ichinari Matsui

Name: Ichinari Matsui
Title:  SVP & Group Hea

THE BANK OF TOKYO-MITSUBISHI UFJ, LTD.,
NEW YORK BRANCH, as Agen

By: /s/ Ichinari Matsui

Name: Ichinari Matsui
Title:  SVP & Group Hea

Fourth Amendment to Third Amended and
Restated Receivables Purchase Agreement
and Waiver



Exhibit 10.3

THIRD AMENDED AND RESTATED
PERFORMANCE GUARANTY

This Third Amended and Restated Performance Gua(ts “ Guaranty’), dated as of March 25, 2010, is executed by Datd
Health, Inc., an Ohio corporation (“ Cardiriadr the “ Performance Guarant9rin favor of Cardinal Health Funding, LLC, a Nalalimited
liability company (together with its successors asdigns, “ Beneficiart).

RECITALS

1. Each of Cardinal Health 110, Inc., a Delawang@omtion (“ CH 110, and Cardinal Health 411, Inc., an Ohio corpimmai(“ CH 411
") has entered into and may from time to time ia thture enter into Sub-Originator Sale Agreemésitish term being used herein as defined
in the Receivables Purchase Agreement describedragraph ®elow) with the Approved Sub-Originators (such tdraing used herein as
defined in the Receivables Purchase Agreementitesidn paragraph Below).

2. Griffin Capital, LLC, a Nevada limited liabilitgompany (“ Griffin”), has entered into (a) that certain Second Amdradel Restated
Receivables Purchase and Sale Agreement (as ameadtded, supplemented or otherwise modified ftiome to time, the “* CH 110 Griffin
RPA"), dated as of May 21, 2004, by and between Grifind CH 110, and (b) that certain Receivableshiage and Sale Agreement (as
amended, restated, supplemented or otherwise raddifom time to time, the “ CH 411 Griffin RPAand, together with the CH 110 Griffin
RPA, the “ Griffin RPAS"), dated as of June 20, 2007, by and betweeniGafid CH 411 (together with CH 110, the “ Origat’ and,
together with Griffin and the Approved Sub-Origioi, the “ Transaction Parti&s in each case pursuant to which each Originatofjestito
the terms and conditions thereof, has sold andoaiitinue to sell (in the case of CH 110) and iknge(in the case of CH 411) all of its right,
title and interest in and to its accounts recei@abl

3. Griffin and Beneficiary have entered into an Aled and Restated Receivables Sale Agreement, aatfdviay 21, 2004 (as
amended, restated or otherwise modified from tionénte, the “ Receivables Sale Agreem&npursuant to which Griffin, subject to the
terms and conditions contained therein, has saddnalh continue to sell its right, title and intesten and to all of the accounts receivable
purchased by Griffin under each Griffin RPA to Biciary. In turn, Beneficiary has entered into arhAmended and Restated Receivables
Purchase Agreement, dated as of November 19, 2§0ahd among Beneficiary, Griffin, as Servicer, @enduits party thereto, the Financial
Institutions party thereto, the Managing Agentsy#rereto and The Bank of Tokyditsubishi UFJ, Ltd., New York Branch, as the Agéad
amended, restated or otherwise modified, the * Rabées Purchase Agreemérdand, together with the Sub-Originator Sale Agreets,
each Griffin RPA and the Receivables Sale Agreenibat‘ Agreement¥), pursuant to which Beneficiary has sold and wihtinue to sell
undivided interests in the accounts receivablaitpases from Griffin under the Receivables SaleeAgent.

4. Griffin, Beneficiary, the Conduits, the Finarldiastitutions, the Managing Agents and the Agemténentered into that certain Fourth
Amendment to the Receivabl
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Purchase Agreement and Waiver (the “ RPA Amendrf)edated as of the date hereof, pursuant to whinth pursuant to the Related
Amendments (as defined in the RPA Amendment) eadfirGRPA, the Receivables Sale Agreement and Retdes Purchase Agreement
were amended in connection with the Sub-Origin&ale Agreements.

5. Each Approved Sub-Originator, Originator andfi@riis a Subsidiary of Performance Guarantor andfd®mance Guarantor has
received and is expected to continue to receivetankal direct and indirect benefits from the g&léhe accounts receivable by the Approved
Sub-Originators to each of the Originators underapplicable Sub-Originator Sale Agreements, byatginators to Griffin under the
applicable Griffin RPA and by Griffin to Beneficiaunder the Receivables Sale Agreement (which litsreeke hereby acknowledged).

6. As an inducement for Beneficiary to enter ifite RPA Amendment, which amendment contemplatesngrather things, the
addition of the Approved Sub-Originators as partiesertain Transaction Documents and the inclusfaaccounts receivable originated by
the Approved Sub-Originators in the transactiongemplated by the Receivables Purchase Agreemerfgrfhance Guarantor has agreed to
guaranty the due and punctual performance by eaphofed Sub-Originator of its obligations under #pplicable Sub-Originator Sale
Agreement, each Originator of its obligations unttherapplicable Griffin RPA and by Griffin of itbligations under the Receivables Sale
Agreement and the Receivables Purchase Agreement.

7. Performance Guarantor wishes to guaranty theaddepunctual performance by the Approved Sub-@aiirs, the Originators and
Griffin of their respective Obligations (as herdieadefined), as provided herein.

AGREEMENT
NOW, THEREFORE, Performance Guarantor hereby agreésllows:

Section 1. Definitions Capitalized terms used herein and not definedihehall have the respective meanings assigneetthia the
Receivables Purchase Agreement. In addition:

“ Obligations” means, collectively, (i) all covenants, agreemsetdrms, conditions and indemnities to be perfaorared observed by
each Originator and each Approved Sub-Originatalenand pursuant to the Griffin RPA and Sub-Origpn&ale Agreement(s) to which
such Originator or Approved Sub-Originator is atpand each other document executed and delivegre@th such Originator or Approved
Sub-Originator pursuant to such Griffin RPA and SMiiginator Sale Agreement(s), includingithoutlimitation , the due and punctual
payment of all sums which are or may become dueoaridlg by each such Originator or Approved Sub-@&tpr under such Griffin RPA
and Sub-Originator Sale Agreement(s), whetherdesf expenses (including counsel fees), indemrafiredunts or otherwise, whether upon
any termination or for any other reason, (ii) @Venants, agreements, terms, conditions and indiestd be performed and observed by
Griffin under and pursuant to the Receivables 8aleement and each other document executed andedidi by Griffin pursuant to the
Receivables Sale Agreement, includingithoutlimitation , the due and punctual payment of all sums whietoamay become due and
owing by Griffin under the Receivables Sale
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Agreement, whether for fees, expenses (includinmsel fees), indemnified amounts or otherwise, hdvetipon any termination or for any
other reason and (iv) all obligations of Griffin) @s Servicer under the Receivables Purchase Agmer (2) which arise pursuant to
Sections 8.2 8.30r 14.4(a)f the Receivables Purchase Agreement as a rddtdttermination as Servicer.

Section 2. Guaranty of Performance of ObligatioRerformance Guarantor hereby guarantees to Bésmgfi the full and punctual
payment and performance by each Transaction Phity iespective Obligations. This Guaranty is Beaute, unconditional and continuing
guaranty of the full and punctual performance bbhthe Obligations of the Transaction Partiesemthe Agreements and each other
document executed and delivered by each such Tetmsdarty pursuant to the Agreements and is iwap conditioned upon any
requirement that Beneficiary first attempt to collany amounts owing by any Transaction Party todfieiary, the Agent or the Purchasers
from any other Person or resort to any collatezalisity, any balance of any deposit account oritmedthe books of Beneficiary, the Agent
or any Purchaser in favor of any Transaction Parigny other Person or other means of obtainingneay. Should any Transaction Party
default in the payment or performance of any of@tdigations, Beneficiary (or its assigns) may eatie immediate performance by
Performance Guarantor of the Obligations and canggpayment Obligations to become forthwith due jpaghble to Beneficiary (or its
assigns), without demand or notice of any natutieefothan as expressly provided herein), all ofclwtdre hereby expressly waived by
Performance Guarantor. Notwithstanding the foregidinis Guaranty is not a guarantee of the cobheotif any of the Receivables and
Performance Guarantor shall not be responsiblarigrObligations to the extent the failure to parfauch Obligations by any Transaction
Party results from Receivables being uncollectirieaccount of the insolvency, bankruptcy or lackrefditworthiness of the related Obligor;
provided, that nothing herein shall relieve any Transackamty from performing in full its Obligations undeny Agreement or Performance
Guarantor of its undertaking hereunder with respetie full performance of such duties.

Section 3. Performance GuaransoFurther Agreements to Paf?erformance Guarantor further agrees, as theipahobligor and not
as a guarantor only, to pay to Beneficiary (an@#signs), forthwith upon demand in funds immedijedgailable to Beneficiary, all
reasonable costs and expenses (including cour aostlegal expenses) incurred or expended by Bérgfin connection with the
Obligations, this Guaranty and the enforcementebietogether with interest on amounts recoverahtier this Guaranty from the time when
such amounts become due until payment, at a rateesést (computed for the actual number of dédgpgsed based on a 360 day year) equal
to the Prime Rate plus 2% per annum, such rateteifdst changing when and as the Prime Rate changes

Section 4, Waivers by Performance Guaranterformance Guarantor waives notice of acceptahttés Guaranty, notice of any act
taken or omitted by Beneficiary (or its assignsjahance on this Guaranty, and any requiremeritBeaeficiary (or its assigns) be diligent or
prompt in making demands under this Guaranty, giviatice of any Termination Event, Amortization Btjether default or omission by any
Transaction Party or asserting any other right8esfeficiary under this Guaranty. Performance Guaramarrants that it has adequate means
to obtain from each Transaction Party, on a coimtnbasis, information concerning the financial dibion of such Transaction Party, and 1
it is not relying on
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Beneficiary to provide such information, now ottlire future. Performance Guarantor also irrevocalgiyves all defenses (i) that at any time
may be available in respect of the Obligations ioug of any statute of limitations, valuation,\stenoratorium law or other similar law now
or hereafter in effect or (ii) that arise under ldne of suretyship, including impairment of colletke Beneficiary (and its assigns) shall be at
liberty, without giving notice to or obtaining tlassent of Performance Guarantor and without relgeerformance Guarantor of any liability
under this Guaranty, to deal with each Transad®arty and with each other party who now is or dfierdate hereof becomes liable in any
manner for any of the Obligations, in such manmseBaneficiary in its sole discretion deems fit, amdhis end Performance Guarantor agrees
that the validity and enforceability of this Guatgrincludingwithout limitation , the provisions of Sectiont&reof, shall not be impaired or
affected by any of the following: (a) any extensiorodification or renewal of, or indulgence wittspect to, or substitutions for, the
Obligations or any part thereof or any agreemdatirgy thereto at any time; (b) any failure or osis to enforce any right, power or remedy
with respect to the Obligations or any part themadny agreement relating thereto, or any colltsgcuring the Obligations or any part
thereof; (c) any waiver of any right, power or r@ty@r of any Termination Event, Amortization Evemt,default with respect to the
Obligations or any part thereof or any agreemdatirg thereto; (d) any release, surrender, commensettlement, waiver, subordination or
modification, with or without consideration, of anther obligation of any person or entity with respto the Obligations or any part thereof;
(e) the enforceability or validity of the Obligati® or any part thereof or the genuineness, enfbildgaor validity of any agreement relating
thereto or with respect to the Obligations or aast thereof; (f) the application of payments reeeifrom any source to the payment of any
payment Obligations of any Transaction Party or pawt thereof or amounts which are not coverechisyGuaranty even though Beneficiary
(or its assigns) might lawfully have elected to lgmuch payments to any part or all of the payn@@ligations of such Transaction Party o
amounts which are not covered by this Guarantythg)existence of any claim, setoff or other rightéch Performance Guarantor may have
at any time against any Transaction Party in commre&erewith or any unrelated transaction; (h) assignment or transfer of the Obligations
or any part thereof; or (i) any failure on the pafrany Transaction Party to perform or comply wétly term of the Agreements or any other
document executed in connection therewith or dedidehereunder, all whether or not Performance &uar shall have had notice or
knowledge of any act or omission referred to inftregoing clauses (a) through (i) of this Sectlan

Section 5. Unenforceability of Obligations Agaifisansaction PartieNotwithstanding (a) any change of ownership of Arnsactior
Party or the insolvency, bankruptcy or any othexrgje in the legal status of any Transaction Pémjythe change in or the imposition of any
law, decree, regulation or other governmental ddtlwvdoes or might impair, delay or in any way efféhe validity, enforceability or the
payment when due of the Obligations; (c) the failaf any Transaction Party or Performance Guaraatoraintain in full force, validity or
effect or to obtain or renew when required all goweental and other approvals, licenses or conseqgtsred in connection with the
Obligations or this Guaranty, or to take any othetion required in connection with the performaatall obligations pursuant to the
Obligations or this Guaranty; or (d) if any of tii@neys included in the Obligations have becomeadwerable from any Transaction Party
any other reason other than final payment in fiithe payment Obligations in accordance with theims, this Guaranty shall nevertheless be
binding on Performance Guarantor. This Guarantyl bleain addition to any
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other guaranty or other security for the Obligasioand it shall not be rendered unenforceable &ynvalidity of any such other guaranty or
security. In the event that acceleration of theetfior payment of any of the Obligations is staypdnuthe insolvency, bankruptcy or
reorganization of any Transaction Party or for ather reason with respect to any Transaction Palitguch amounts then due and owing
with respect to the Obligations under the termthefAgreements, or any other agreement evidensegwjring or otherwise executed in
connection with the Obligations, shall be immediatkie and payable by Performance Guarantor.

Section 6. Representations and Warrantiesrformance Guarantor hereby represents and msutaBeneficiary that:

(a) Existence and Standingerformance Guarantor is a corporation duly degah validly existing and in good standing unde
laws of its jurisdiction of incorporation, and halscorporate power and all governmental licenaafhorizations, consents and approvals
required to carry on its business in each jurigaiicin which its business is conducted.

(b) Authorization, Execution and Delivery; Bindifdfect. Performance Guarantor has the corporate poweaatidrity and leg:
right to execute and deliver this Guaranty, perf@smbligations hereunder and consummate theaadiosis herein contemplated. The
execution and delivery by Performance GuarantahisfGuaranty, the performance of its obligationd aonsummation of the transactions
contemplated hereunder have been duly authorizentdper corporate proceedings, and Performancea@tarhas duly executed and
delivered this Guaranty. This Guaranty constittiteslegal, valid and binding obligation of Performa Guarantor enforceable against
Performance Guarantor in accordance with its teexeegpt as enforceability may be limited by bankrypinsolvency, reorganization or
other similar laws relating to or limiting credigrights generally.

(c) No Conflict; Government Consenthe execution and delivery by Performance Guaraoftthis Guaranty and the performa
of its obligations hereunder are within its corgerpowers, have been duly authorized by all necgssaiporate action, do not contravene or
violate (i) its articles of incorporation or by-lay(ii) any law, rule or regulation applicable to(iii) any restrictions under any agreement,
contract or instrument to which it is a party ondalgich it or any of its property is bound, or (afly order, writ, judgment, award, injunctior
decree binding on or affecting it or its propentydado not result in the creation or impositioraafy Adverse Claim on assets of Performance
Guarantor.

(d) Financial StatementsThe consolidated financial statements of Perfaceasuarantor and its consolidated Subsidiariesddat
as of June 30, 2009 as modified by the Perform&z@antor’s 8-K filed November 16, 2009, heretofdeévered to Beneficiary have been
prepared in accordance with generally accepteduaticny principles consistently applied and fairhegent in all material respects the
consolidated financial condition and results ofragiens of Performance Guarantor and its consaai&ubsidiaries as of June 30, 2009, and
for the period ended on such date. Since the d¢ditéy June 30, 2009, and (ii) the last time th@pnesentation was made or deemed made, no
event has occurred which would or could reasonbelgxpected to have a Material Adverse Effect exagplisclosed in the Performance
Guarantor’'s 10-Q’s and 8-K's filed between July2@09 and February 26, 2010.

5
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(e) Taxes Performance Guarantor has filed all United Stéderal tax returns and all other tax returns Whaie required to be
filed and have paid all taxes due pursuant to sigrns or pursuant to any assessment receive@tbygrmance Guarantor or any of its
Subsidiaries, except such taxes, if any, as arghmintested in good faith and as to which adeqestrves have been provided. The United
States income tax returns of Performance Guar#atee been audited by the Internal Revenue Serioeigh the fiscal year ended June 30,
2005, and such audits have been closed, penditgjrceutstanding appeals. No federal or stateitas lhave been filed and no claims are
being asserted with respect to any such taxeschi&iges, accruals and reserves on the books afrRerfice Guarantor in respect of any ti
or other governmental charges are adequate.

(f) Litigation and Contingent Obligation€Except as disclosed in the filings made by Perforce Guarantor with the Securities
and Exchange Commission, there are no actions, aujiroceedings pending or, to the best of Pedaoa Guarantos’knowledge threaten:
against or affecting Performance Guarantor or dritg @roperties, in or before any court, arbitrado other body, that could reasonably be
expected to have a material adverse effect ohdiptisiness, properties, condition (financial dieowvise) or results of operations of
Performance Guarantor and its Subsidiaries takerva®ole, (ii) the ability of Performance Guararttmperform its obligations under this
Guaranty, or (iii) the validity or enforceabilityf any of this Guaranty or the rights or remedie8eheficiary hereunder. Performance
Guarantor is not in default with respect to anyeoraf any court, arbitrator or governmental bodg does not have any material contingent
obligations not provided for or disclosed in theeficial statements referred to in Section 6(d)

Section 7. Financial Covenantbntil the Obligations are paid in full, the Parfance Guarantor covenants to the Beneficiaryttteat
Performance Guarantor will not (i) permit the Cditaded Interest Coverage Ratio as of the end pffi@oal quarter of the Performance
Guarantor to be less than 4.00 to 1.00 or (ii) fetime Consolidated Leverage Ratio at any timegaieater than 3.25 to 1.00.

Notwithstanding anything in this Guaranty to thetrary, for all measurement periods including tipeSOff Date through the end of
the fourth fiscal quarter period ending thereatftiee, Consolidated Interest Coverage Ratio and thes@idated Leverage Ratio shall be
calculated eliminating the results of the Spin fyraind its Subsidiaries and giving retroactive faomona effect (i) to the Transaction and any
debt repurchases or retirements to be consummatiedh& proceeds of the Special Dividend, but dolyhe extent that such debt repurchases
or retirements actually occur within ninety (90ydafter the Spin-off Date.

For purposes of this Section te following terms have the following meanings:

“ Agreement Accounting Principlésmeans generally accepted accounting principléhénUnited States of America in
effect from time to time, applied in a manner ceteit with that used in preparing the Performangar@ntor’s and its
Subsidiaries’ June 30, 2006 audited
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consolidated financial statements and Septembe2@%H unaudited interim consolidated financialestants; providedhowever,
that if any change in Agreement Accounting Prirespirom those applied in preparing such finandatesnents affects the
calculation of any financial covenant containedhiis Guaranty, the Performance Guarantor and tmef8gary hereby agree to
negotiate in good faith towards making appropréateendments to the provisions of this Guaranty fleceas nearly as possible
the effect of the financial covenants as in effatMay 1, 2009; providegdhowever, that no such amendment to this Guaranty
shall be effective without the prior written consehthe Performance Guarantor, the Agent and #guRed Financial Institution

“ Bridge Indebtednessmeans Indebtedness incurred by CareFusion Caiparand/or any other Subsidiary(ies) of the
Performance Guarantor in an aggregate amount rextdess of $2,000,000,000 the proceeds of whidlr(déducting expenses)
are required by the terms thereof to be used stdghay one or more special dividends to the Pevémce Guarantor; providedal
(i) neither the Performance Guarantor nor anySitibsidiaries (other than CareFusion Corporatichits Subsidiaries) shall
guarantee such Indebtedness after the consumnumdttbe Spin-off or have any other liability withsggect thereto and (ii) such
Indebtedness shall be unsecured until after conatiomof the Spin-off.

“ Capitalized Leasesof a Person means any lease of Property by secsoR as lessee which would be capitalized on a
balance sheet of such Person prepared in accoraaticAgreement Accounting Principles.

“ Capitalized Lease Obligatiorisof a Person means the amount of the obligatidrssich Person under Capitalized Leases
which would be shown as a liability on a balanceetiof such Person prepared in accordance withelhgeat Accounting
Principles.

“ Consolidated or “ consolidated’ means, when used with reference to any finandial te this Guaranty, the aggregate
two or more Persons of the amounts signified by damm for all such Persons determined on a catestelil basis in accordance
with Agreement Accounting Principles.

“ Consolidated EBITDA' means, for any period, for the Performance Guaraand its Subsidiaries on a consolidated basis,
an amount equal to Consolidated Net Income for gegeiod plug(a) the following to the extent deducted in caltalgsuch
Consolidated Net Income: (i) Consolidated Intef&sarges for such period, (ii) the provision fordeal, state, local and foreign
income taxes payable (current and deferred) bydréormance Guarantor and its Subsidiaries
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for such period; (iii) depreciation and amortizatiexpense for such period; (iv) non-cash shareebesmpensation expense for
such period; (v) impairment charges, losses orss#lassets and acquired in-process research aetbdment charges for such
period, to the extent each is non-cash and normiagu (vi) non-recurring transaction costs incuarie connection with the Spin-
off; and (vii) other non-recurring expenses of Bexformance Guarantor and its Subsidiaries redwstich Consolidated Net
Income which do not represent a cash item in seaciog or any future period and min(y the following to the extent included in
calculating such Consolidated Net Income: (i) fatlestate, local and foreign income tax benefitr@nt and deferred) of the
Performance Guarantor and its Subsidiaries for pectod; (ii) non-cash gains on sales of assetsufoh period; and (iii) all non-
cash items increasing Consolidated Net Incomeuoh period.

“ Consolidated Funded Indebtedné&sseans, as of any date of determination, for tatdd®mance Guarantor and its
Subsidiaries on a consolidated basis, the sum) #fi¢aoutstanding principal amount of all obligasowhether current or long-
term, for borrowed money and all obligations evickshby bonds, debentures, notes, loan agreemeatsarrsimilar instruments,
(b) all purchase money Indebtedness, (c) all dwbtigations arising under letters of credit (irdihg standby and commercial),
bankers’ acceptances, bank guaranties, surety tantisimilar instruments, (d) all obligations ispect of the deferred purchase
price of property or services (other than tradeants payable arising in the ordinary course ofriess), (e) Capitalized Lease
Obligations, (f) without duplication, all Continge@bligations with respect to outstanding Indebtesnof the types specified in
clauses (athrough (e)above of Persons other than the Performance Guammnany Subsidiary thereof, and (g) all Indebess
of the types referred to in clauses tajough (f) above of any partnership or joint venture (otlhanta joint venture that is itself a
corporation or limited liability company) in whiche Performance Guarantor or a Subsidiary is argépartner or joint venturer,
unless such Indebtedness is expressly made nonrsectn the Performance Guarantor or such Subgidiar

“ Consolidated Interest Chargésneans, for any period, for the Performance Guaraartd its Subsidiaries on a consolide
basis, the sum of (a) all interest, premium paysiatebt discount, fees, charges and related expefsiee Performance Guarar
and its Subsidiaries in connection with borrowedmo(including capitalized interest) or in connentivith the deferred purchase
price of assets, in each case to the extent treat@uterest in accordance with Agreement Accogrfiirinciples, and (b) the
portion of rent expense of the Performance Guarartd its Subsidiaries with respect to such peuioder Capitalized Leases that
is treated as interest in accordance with Agreerieabunting Principles.
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“ Consolidated Interest Coverage Rdtimeans, as of any date of determination, the m@ti@) Consolidated EBITDA for
the period of the four prior fiscal quarters endamgsuch datéo (b) Consolidated Interest Charges for such period.

“ Consolidated Leverage Ratianeans, as of any date of determination, the w@fti@) the sum of (i) Consolidated Funded
Indebtedness as of such date fli)sSecuritization Obligations as of such dai€b) Consolidated EBITDA for the period of the
four fiscal quarters most recently ended.

“ Consolidated Net Incomemeans, for any period, for the Performance Guarasnd its Subsidiaries on a consolidated
basis and in accordance with Agreement Accountiimeiples, the net income of the Performance Guaraand its Subsidiaries
(excluding extraordinary gains and extraordinagsks) for that period.

“ Contingent Obligation$ of a Person means any agreement, undertaking@amgement by which such Person assumes,
guarantees, endorses, contingently agrees to medrgrovide funds for the payment of, or otheediscomes or is contingently
liable upon, the obligation or liability of any @hPerson for Indebtedness, or agrees to mairitaingt worth or working capital
other financial condition of any other Person, threowise assures any creditor of such other Pexgaimst loss, including, without
limitation, any comfort letter, operating agreemeake-or-pay contract, operating lease, secutitimaransaction or the
obligations of any such Person as general parfrepartnership with respect to the liabilitiesttoé partnership; provided
however, that any assumption, guaranty, endorsement agrtaddng with respect to any liability of any oktfPerformance
Guarantor’s Subsidiaries to any other of its Subsiels shall not be a Contingent Obligation of Begformance Guarantor.

“ Indebtedness of a Person means, as of any date, such Pergposligations for borrowed money or evidenceddmnds,
notes, acceptances, debentures or similar instrisnoeretters of credit (or reimbursement agreesientespect thereof) or
bankers’ acceptances, (ii) obligations represerttiegleferred purchase price of Property or sesiother than accounts payable
arising in the ordinary course of such Person’snass payable on terms customary in the trad@)pbligations, whether or not
assumed, secured by Liens or payable out of theepas or production from Property now or hereaftened or acquired by such
Person, (iv) obligations of such Person to purclsaserities or other Property arising out of ocamnection with the sale of the
same or substantially similar securities or Prop€x) Capitalized Lease Obligations, (vi) any athbligation for borrowed mon:
or other financial accommodation which in accordawith Agreement
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Accounting Principles would be shown as a liabititythe consolidated balance sheet of such Pefgjrany Rate Hedging
Obligations of such Person, and (viii) all Conting®bligations of such Person with respect to tatireg to the indebtedness,
obligations and liabilities of others as describedlauses (i)through_(vii) of this definition.

“Lien " means any lien (statutory or otherwise), mortgadedge, hypothecation, assignment, deposit aeraegt,
encumbrance, preference, priority or other secageement or preferential arrangement of any &imature whatsoever
(including, without limitation, the interest of @ndor or lessor under any conditional sale, CapédlLease or other title retention
agreement).

“ Property” of a Person means any and all property, whetb@&l; personal, tangible, intangible, or mixed, wfts Person, or
other assets owned or leased by such Person.

“ Rate Hedging Agreemefitmeans an agreement, device or arrangement prayfdr payments which are related to
fluctuations of interest rates, exchange rates,ncodity prices or forward rates, including, but fiotited to, dollardenominated «
cross-currency interest rate agreements, forwameicoy exchange agreements, interest rate caplar pootection agreements,
forward rate currency or interest rate optionssurtd warrants.

“ Rate Hedging Obligationsof a Person means any and all obligations of $2etson, whether absolute or contingent and
however and whenever created, arising, evidencedauired (including all renewals, extensions amdlifications thereto and
substitutions therefor), under (a) any and all Ré&tdging Agreements, and (b) any and all cancehatibuy backs, reversals,
terminations or assignments of any Rate Hedging&ment.

“ Securitization Obligation$ means, as of any date of determination, the antshg principal amount of all obligations
evidenced by bonds, notes or similar instrumentarhyissuing entity established by or related ®Rlrformance Guarantor or
any of its Subsidiaries in connection with any actdaeceivables sale or securitization transactioiered into by the Performance
Guarantor or any of its Subsidiaries (includingtheut limitation, the transactions contemplatedh® Receivables Purchase
Agreement).

“ Special Dividend’ means one or more special dividends, in an aggesgmount of not less than $1,000,000,000, paid to
the Performance Guarantor by the Spin Entity gndhe consummation of the Spin-off.
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“ Spin Entity” means CareFusion Corporation, a wholly-owned #lidnsy of the Performance Guarantor, together aitly
other Subsidiary(ies) of the Performance Guarahtatrincurs Bridge Indebtedness.

“ Spin-off " means the separation of the Spin Entity fromPRleeformance Guarantor, which separation will béeaad by a
distribution of at least a majority of the outstangdequity interests in CareFusion Corporatiorhi® éxisting shareholders of the
Performance Guarantor and 100% of the equity ieteraf any other entity that incurs Bridge Indebtss being owned, directly
or indirectly, by CareFusion Corporation at thediof such separation.

“ Spin-off Date” means the date on which the Performance Guaraotsummates the Spin-off.

Section 8. Subrogation; SubordinatioNotwithstanding anything to the contrary contditerein, until the Obligations are paid in full
Performance Guarantor: (a) will not enforce or othige exercise any right of subrogation to anyheftights of Beneficiary, the Agent or any
Purchaser against any Transaction Party, (b) hexglbyes all rights of subrogation (whether contmattunder Section 509 of the United
States Bankruptcy Code, at law, in equity or otliee\vto the claims of Beneficiary, the Agent anel Burchasers against each Transaction
Party and all contractual, statutory, legal or &hle rights of contribution, reimbursement, indémation and similar rights and “claimsa$
that term is defined in the United States Bankmy@ode) which Performance Guarantor might now lavgereafter acquire against any
Transaction Party that arise from the existengaesiormance of Performance Guarantor’s obligatimer®under, (c) will not claim any setoff,
recoupment or counterclaim against any Transa®anty in respect of any liability of PerformanceaBantor to such Transaction Party and
(d) waives any benefit of and any right to partitgin any collateral security which may be helBepeficiaries, the Agent or the Purchas
The payment of any amounts due with respect taraagbtedness of any Transaction Party now or hieneaived to Performance Guarantc
hereby subordinated to the prior payment in fuldlbbf the Obligations. Performance Guarantor egthat, after the occurrence of any
default in the payment or performance of any of@digations, Performance Guarantor will not demeasug for or otherwise attempt to
collect any such indebtedness of any Transactioty RaPerformance Guarantor until all of the Obtigns shall have been paid and
performed in full. If, notwithstanding the foreggisentence, Performance Guarantor shall collefdr@mor receive any amounts in respec
such indebtedness while any Obligations are sijlenformed or outstanding, such amounts shall Beated, enforced and received by
Performance Guarantor as trustee for Beneficiarg {& assigns) and be paid over to Beneficiarytgoassigns) on account of the Obligati
without affecting in any manner the liability of fR@mance Guarantor under the other provisionisfGuaranty. The provisions of this
Section 8&hall be supplemental to and not in derogatiomgfraghts and remedies of Beneficiary under anyasse subordination agreement
which Beneficiary may at any time and from timditoe enter into with Performance Guarantor.
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Section 9. Termination of Performance Guarar®grformance Guarantor’s obligations hereunddt sbatinue in full force and effect
until all Obligations are finally paid and satigfia full and the Receivables Purchase Agreemetetrisinated, providedthat this Guaranty
shall continue to be effective or shall be reirelags the case may be, if at any time paymernther satisfaction of any of the Obligations is
rescinded or must otherwise be restored or retunped the bankruptcy, insolvency, or reorganizatibany Transaction Party or otherwise,
as though such payment had not been made or @tigfiastion occurred, whether or not Beneficianyi{® assigns) is in possession of this
Guaranty. No invalidity, irregularity or unenfordglity by reason of the federal bankruptcy cod@wy insolvency or other similar law, or €
law or order of any government or agency thereoppriing to reduce, amend or otherwise affect thédations shall impair, affect, be a
defense to or claim against the obligations of &terthnce Guarantor under this Guaranty.

Section 10. Effect of BankruptcyThis Performance Guaranty shall survive the wesaty of each Transaction Party and the
commencement of any case or proceeding by or agaigsTransaction Party under the federal bankyupdcle or other federal, state or other
applicable bankruptcy, insolvency or reorganizastatutes. No automatic stay under the federaltogidy code with respect to any
Transaction Party or other federal, state or agipglicable bankruptcy, insolvency or reorganizastatutes to which any Transaction Party is
subject shall postpone the obligations of Performaad@uarantor under this Guaranty.

Section 11. SetoffRegardless of the other means of obtaining paywfamy of the Obligations, Beneficiary (and issigns) is hereby
authorized at any time and from time to time, withootice to Performance Guarantor (any such ndbigieg expressly waived by
Performance Guarantor) and to the fullest extermjited by law, to set off and apply any depositd ather sums against the obligations of
Performance Guarantor under this Guaranty, whetheot Beneficiary (or any such assign) shall hanegle any demand under this Guaranty
and although such Obligations may be contingenmnonatured.

Section 12. TaxesAll payments to be made by Performance Guardmogunder shall be made free and clear of any deduar
withholding. If Performance Guarantor is requirgddowv to make any deduction or withholding on aatoaf tax or otherwise from any such
payment, the sum due from it in respect of suchrayt shall be increased to the extent necessamnystare that, after the making of such
deduction or withholding, Beneficiary receive a sein equal to the sum which they would have recehad no deduction or withholding
been made.

Section 13. Further AssuranceBerformance Guarantor agrees that it will frometito time, at the request of Beneficiary (or &signs)
provide information relating to the business arfdieff of Performance Guarantor as Beneficiary nemgonably request. Performance
Guarantor also agrees to do all such things anduaeall such documents as Beneficiary (or itsgas3imay reasonably consider necessa
desirable to give full effect to this Guaranty dagerfect and preserve the rights and powers aeBeary hereunder.

Section 14. Successors and Assigikis Performance Guaranty shall be binding uperidPmance Guarantor, its successors and
permitted assigns, and shall inure to the benéfind be enforceable by Beneficiary and its suarsssnd assigns. Performance Guarantor
may
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not assign or transfer any of its obligations hadar without the prior written consent of each ehBficiary and the Agent. Without limiting
the generality of the foregoing sentence, Bengfjamay assign or otherwise transfer the Agreememig,other documents executed in
connection therewith or delivered thereunder or@hyer agreement or note held by them evidenciegyring or otherwise executed in
connection with the Obligations, or sell participas in any interest therein, to any other entitptiver person, and such other entity or other
person shall thereupon become vested, to the eseé¢fdrth in the agreement evidencing such assgmnransfer or participation, with all 1
rights in respect thereof granted to the Benefiesaherein.

Section 15. Amendments and WaivelMo amendment or waiver of any provision of thisa@nty nor consent to any departure by
Performance Guarantor therefrom shall be effeatiMess the same shall be in writing and signed dxyeficiary, the Agent and Performance
Guarantor. No failure on the part of Beneficiaryetercise, and no delay in exercising, any righéteder shall operate as a waiver thereof;
nor shall any single or partial exercise of anytigereunder preclude any other or further exettiseeof or the exercise of any other right.

Section 16. NoticesAll notices and other communications providedHereunder shall be made in writing and shall liresbed as
follows: if to Performance Guarantor, at the adslie=t forth beneath its signature hereto, andBfeioeficiary, at the address set forth beneath
its signature hereto, or at such other addresseadcsof Performance Guarantor or any Beneficiaay designate in writing to the other. Ei
such notice or other communication shall be effecl) if given by telecopy, upon the receipt tloér€2) if given by mail, three (3) Business
Days after the time such communication is depositetde mail with first class postage prepaid 9gri{8iven by any other means, when
received at the address specified in this Sectfon 1

Section 17. GOVERNING LAW THIS GUARANTY SHALL BE CONSTRUED IN ACCORDANCE WIH THE LAWS OF THE
STATE OF ILLINOIS.

Section 18. CONSENT TO JURISDICTIONEACH OF PERFORMANCE GUARANTOR AND BENEFICIARY HEHEBY
IRREVOCABLY SUBMITS TO THE NON-EXCLUSIVE JURISDICTON OF ANY UNITED STATES FEDERAL OR ILLINOIS STATE
COURT SITTING IN CHICAGO IN ANY ACTION OR PROCEEDIN ARISING OUT OF OR RELATING TO THIS GUARANTY, THE
AGREEMENTS OR ANY OTHER DOCUMENT EXECUTED IN CONNHTON THEREWITH OR DELIVERED THEREUNDER AND
EACH OF PERFORMANCE GUARANTOR AND BENEFICIARY HERBBIRREVOCABLY AGREES THAT ALL CLAIMS IN
RESPECT OF SUCH ACTION OR PROCEEDING MAY BE HEARINE DETERMINED IN ANY SUCH COURT AND
IRREVOCABLY WAIVES ANY OBJECTION IT MAY NOW OR HERBFTER HAVE AS TO THE VENUE OF ANY SUCH SUIT,
ACTION OR PROCEEDING BROUGHT IN SUCH A COURT OR THAUCH COURT IS AN INCONVENIENT FORUM.

Section 19. Bankruptcy PetitiorPerformance Guarantor hereby covenants and atiragprior to the date that is one year and ane d
after the payment in full of all outstanding serilmtebtedness of any Conduit or any Funding Sotlvaeis a special purpose bankruptcy
remote entity, it will not institute against, oiifjaany other Person in instituting against, any
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Conduit or any such entity any bankruptcy, reorgatidn, arrangement, insolvency or liquidation gedings or other similar proceeding
under the laws of the United States or any statheofJnited States.

Section 20. MiscellaneousThis Guaranty constitutes the entire agreemeReoformance Guarantor with respect to the mastetrforth
herein. The rights and remedies herein providedaneulative and not exclusive of any remedies glediby law or any other agreement,
this Guaranty shall be in addition to any otherrgagy of or collateral security for any of the Qfaitions. The provisions of this Guaranty are
severable, and in any action or proceeding invghany state corporate law, or any state or fedmnakruptcy, insolvency, reorganization or
other law affecting the rights of creditors genlgraf the obligations of Performance Guarantorewgrder would otherwise be held or
determined to be avoidable, invalid or unenforcealsl account of the amount of Performance Guararitability under this Guaranty, then,
notwithstanding any other provision of this Guayatthe contrary, the amount of such liability haithout any further action by
Performance Guarantor or Beneficiary, be automi§itiienited and reduced to the highest amount thatalid and enforceable as determined
in such action or proceeding. Any provisions o tBiuaranty which are prohibited or unenforceablanip jurisdiction shall, as to such
jurisdiction, be ineffective to the extent of symiohibition or unenforceability without invalidatirthe remaining provisions hereof, and :
such prohibition or unenforceability in any juristibn shall not invalidate or render unenforceahleh provision in any other jurisdiction.
Unless otherwise specified, references herein éztiBn” shall mean a reference to sections of@uaranty.

The effect of this Guaranty is to amend and regtatecertain Second Amended and Restated Perfaeranaranty, dated as of
June 20, 2007 (the_* Prior Guararijyby the Guarantor in favor of Beneficiary, amdthe extent that any rights, benefits or provision
favor of Beneficiary existed in the Prior Guaraatyd continue to exist in this Guaranty, as the sawang be amended, restated, supplemented
or otherwise modified from time to time, withoutyanritten waiver of any such rights, benefits ooyisions prior to the date hereof, then
such rights, benefits or provisions are acknowledgebe and to continue to be effective from andrahe date of the Prior Guaranty or any
applicable portion thereof. The parties hereto agred acknowledge that any and all rights, remesidspayment provisions under the Prior
Guaranty shall continue and survive the executiwhdelivery of this Guaranty.

All references to the Prior Guaranty in the Redglies Purchase Agreement and any other Transactiear®ent or any other
agreement, instrument or document executed oretelivin connection herewith or therewith shall berded to refer to this Guaranty, as the
same may be amended, restated, supplemented owishenodified from time to time. The Receivablesdhase Agreement and the other
Transaction Documents and all other agreementsuments and documents executed or delivered inaxtion with any of the foregoing
shall be deemed to be amended to the extent negesay, to give effect to the provisions ofgisuaranty, as the same may be amended,
restated, supplemented or otherwise modified friome to time.

* % % %
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IN WITNESS WHEREOF, Performance Guarantor has @htlie Guaranty to be executed and delivered dseoflate first above
written.

CARDINAL HEALTH, INC.

By: /s/ Jorge M. Gomez

Name: Jorge M. Gome

Title: Senior Vice President & Treasul
Address:

7000 Cardinal Plac

Dublin, OH 43017

Attn: Assistant General Couns- Finance

Consented to as of the date first written above:
CARDINAL HEALTH FUNDING, LLC

By: /s/ Lloyd Fort
Name: Lloyd For
Title: Presiden

Address:

7660 West Cheyenne Avenue #]
Las Vegas, Nevada 891

THIRD AMENDED AND RESTATED
PERFORMANCE GUARANTY
S-1
9250516 0713067



The Bank of Tokyo-Mitsubishi UFJ, Ltd., New York
Branch, as Ager

By: /s/ Ichinari Matsui

Name: Ichinari Matsu
Title: SVP & Group Heau

9250516 07130679
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Exhibit 12.1

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

For the Nine

Fiscal Year Ended June 30, Months

Ended,
(in millions, except for ratios) 2005 2006 2007 2008 2009 March 31, 201(
Earnings before income taxes and discontinued tipes $1,374.« $1,316.. $815.¢ $1,295.. $1,159.¢ $ 903.Z

Plus fixed charge:

Interest expens 87.2 102.5 108.2 143. 118. 89.¢
Capitalized interes 4.8 4.1 10.t 13.t 5.1 1.¢
Amortization of debt offering cos 34 3.4 7.4 3.5 3.8 9.4
Interest portion of rent expen 19.7 16.€ 15.€ 12.2 11.1 4.7
Fixed charge: 115.1 126.¢ 141.7 172.¢ 138.4 105.¢
Plus amortization of capitalized interi 3.2 2.¢ 1.3 1.t 2.t 4.
Less capitalized intere (4.9 (4.2) (10.5) (13.5) (5.7) (1.9
Earnings $1,487.¢ $1,441.¢ $947.6 $1,455.0 $1,295¢ $ 1,012.
Ratio of earnings to fixed charg® 12.¢ 11.4 6.7 8.4 9.4 9.€

@ 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 that is deemed to be reptative of the interest factor. Interest expeesenmded 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. | have reviewed this Form -Q of Cardinal Health, Inc

2. Based on my knowledge, this report does notatormny untrue statement of a material fact or enittate 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

3. Based on my knowledge, the financial statemeamd,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 presente(

this report;

4.  The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) 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 procedaresused such disclosure controls and procedoifes designed
under our supervision, to ensure that materiairmédion relating to the registrant, including itmsolidated
subsidiaries, is made known to us by others withase entities, particularly during the period inigh this report is
being preparec

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 registradisslosure controls and procedures and presentédsineport our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

d. Disclosed in this report any change in the tegyig's internal control over financial reportirtgat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an atmeport) that has
materially affected, or is reasonably likely to evélly affect, the registrant’s internal contrales financial reporting;
and

5.  The registrant’s other certifying officer(s) anadave disclosed, based on our most recent evatuat internal control over
financial reporting, to the registrant’s auditorgldhe audit committee of the registrant’s boardioéctors (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 adversdfgct the registrant’s ability to record, processnmarize and
report financial information; an

b.  Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the
registran’'s internal control over financial reportir
Dated: May 6, 2010

/sl George S. Barrett
George S. Barre
Chairman and Chief Executive Offic




Exhibit 31.2

I, Jeffrey W. Henderson, certify that:
1. | have reviewed this Form -Q of Cardinal Health, Inc

2. Based on my knowledge, this report does notatormny untrue statement of a material fact or enittate 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

3. Based on my knowledge, the financial statemeamd,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 presente(

this report;

4.  The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) 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 procedaresused such disclosure controls and procedoifes designed
under our supervision, to ensure that materiairmédion relating to the registrant, including itmsolidated
subsidiaries, is made known to us by others withase entities, particularly during the period inigh this report is
being preparec

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 registradisslosure controls and procedures and presentédsineport our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

d. Disclosed in this report any change in the tegyig's internal control over financial reportirtgat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an atmeport) that has
materially affected, or is reasonably likely to evélly affect, the registrant’s internal contrales financial reporting;
and

5.  The registrant’s other certifying officer(s) anadave disclosed, based on our most recent evatuat internal control over
financial reporting, to the registrant’s auditorgldhe audit committee of the registrant’s boardioéctors (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 adversdfgct the registrant’s ability to record, processnmarize and
report financial information; an

b.  Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the
registran’'s internal control over financial reportir
Dated: May 6, 2010

/sl Jeffrey W. Henderson
Jeffrey W. Henderso
Chief Financial Office!




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 Act 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 March 31, 2010 containing the financitieshents of the Company (the
“Periodic Report”), which this statement accompanfally complies with the requirements of Sectid@{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: May 6, 2010

/sl George S. Barrett
George S. Barre
Chairman and Chief Executive Offic




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 2002

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

(1) the Quarterly Report on Form 10-Q for the geraended March 31, 2010 containing the financetieshents 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: May 6, 2010

/sl Jeffrey W. Henderson
Jeffrey W. Henderso
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), isspeteases, or any other written or oral statesmaatle by or on behalf of Cardinal Health,
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 ofdietors that could cause actual results to
differ materially from those made, implied or preied in or by such statements. These uncertaiatidther factors include, but are not
limited to:

» competitive pressures in the markets in which then@any 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, due to government healthcare reforayding the impact of the recently enacted Headtre reform legislatior

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

» 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 supglier which alternative suppliers may not be raavailable;
* 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 availalidetie Company, or changes in the timing of gerartiaches or the introduction
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 relatethe integration of acquired businesses, inclutlatglities related to the operatio
or activities of such businesses prior to theingsiton;

e uncertainties related to the Company’s divestiitrategy, 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 isability to keep pace with advances in techngj

» changes in laws and regulations or in the integpiet or application of laws or regulations, ashaslpossible failures to comply
with applicable laws or regulations as a resuppagsible misinterpretations or misapplicatic

* 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 thefatenpact on our customers,
suppliers and franchisees of declining economidaitams;

e actions of regulatory bodies and other governmemttiorities, including the U.S. Drug Enforcemeunliinistration, 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:

» costs or claims resulting from potential errorglefects in our manufacturing, compounding, repaicikpdnformation 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 commodities used in the Medeagiment and other components, compounds, rawialater energy used by
our businesses, including radioisotopes, oil argj

» shortages in commodities, components, compoundsmaerials or energy used by our businesses,dimdusupply disruptions
of radioisotope:

» 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 asatail with compliance with U.S and internationaldawlating to global
operations

« difficulties or delays in the development, prodantimanufacturing, sourcing and marketing of newasting products and
services, including difficulties or delays assoethtvith obtaining requisite regulatory consentamprovals associated with those
activities;

» disruption or damage to or failure of our inforneatior controls system
* uncertainties relating to general economic, paltibusiness, industry, regulatory and market diord;

» risks associated with the spin-off of CareFusiomp@eation (“CareFusion”), including risks of nottaming the intended benefits
from the spin-off, risks of non-performance undensoff agreements, risks relating to decreasedrdification after the spin-off,
and risks relating to adverse tax consequencd®t@ompany and/or the Comp/'s shareholder:

» risks associated with the Company’s minority inwestt in CareFusion such as risks relating to CasieRis business and risks
relating to the disposition of the shares of Casédiucommon stock currently held by the Company;

» other factors described in “Item 1A: Risk Factoo§'the Forms 10-Q for the periods ended Septembe?@9 and March 31,
2010.

The words “believe,” “expect,” “anticipate,” “prajg” “estimate,” “target,” “intend,” “seek,” andmiilar expressions generally identify
“forward-looking statements,” which speak only &s$he date the statement was made. The Companytakds no obligation to publicly
update or revise any forwe-looking statements, except to the extent requiretbuapplicable law



