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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 September 30, 2010  

Commission File Number 1-11373  
   

  

Cardinal Health, Inc.  

(Exact name of registrant as specified in its charter)  
   

   

7000 CARDINAL PLACE, DUBLIN, OHIO 43017  
(Address of principal executive offices and zip code)  

(614) 757-5000  
(Registrant’s telephone number, including area code)  

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

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

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

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes   �     No    

The number of Registrant’s Common Shares outstanding at the close of business on October 31, 2010 was as follows:  

Common Shares, without par value: 348,960,244  
         

  

  

  

  

Ohio   31-0958666 
(State or other jurisdiction of  

incorporation or organization)    
(I.R.S. Employer  

Identification No.)  

Large accelerated filer       Accelerated filer   � 

Non-accelerated filer   �   (Do not check if a smaller reporting company)    Smaller reporting company   � 
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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)  

   

See notes to condensed consolidated financial statements.  
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     Three Months Ended September 30,   
     2010     2009   

Revenue     $ 24,437.5      $ 24,780.7    
Cost of products sold       23,475.3        23,871.9    

       
  

      
  

Gross margin       962.2        908.8    
Operating expenses:       

Distribution, selling, general and administrative expenses       591.9        586.1    
Restructuring and employee severance       1.8        59.6    
Acquisition related costs       1.3        0.1    
Impairments and loss on sale of assets       1.9        23.6    
Litigation (credits)/charges, net       1.4        (0.5 )  

       
  

      
  

Operating earnings       363.9        239.9    
Other income, net       (7.5 )      (8.9 )  
Interest expense, net       22.0        33.9    
Loss on extinguishment of debt       0.0        39.9    
Gain on sale of investment in CareFusion       (74.8 )      0.0    

       
  

      
  

Earnings before income taxes and discontinued operations       424.2        175.0    
Provision for income taxes       129.8        236.8    

       
  

      
  

Earnings/(loss) from continuing operations       294.4        (61.8 )  
Earnings from discontinued operations, net of tax       0.4        23.6    

       
  

      
  

Net earnings/(loss)     $ 294.8      $ (38.2 )  
       

  

      

  

Basic earnings/(loss) per Common Share:       

Continuing operations     $ 0.84      $ (0.17 )  
Discontinued operations       0.00        0.06    

       
  

      
  

Net basic earnings/(loss) per Common Share     $ 0.84      $ (0.11 )  
       

  

      

  

Diluted earnings/(loss) per Common Share:       

Continuing operations     $ 0.84      $ (0.17 )  
Discontinued operations       0.00        0.06    

       
  

      
  

Net diluted earnings/(loss) per Common Share     $ 0.84      $ (0.11 )  
       

  

      

  

Weighted average number of Common Shares outstanding:       

Basic       348.9        359.1    
Diluted       351.9        359.1    

Cash dividends declared per Common Share     $ 0.195      $ 0.175    
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CARDINAL HEALTH, INC. AND SUBSIDIARIES  
CONDENSED CONSOLIDATED BALANCE SHEETS  

(in millions)  
   

See notes to condensed consolidated financial statements.  
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September 30, 
 

2010     
June 30,  

2010   
     (Unaudited)         

ASSETS       

Current assets:       

Cash and equivalents     $ 2,712.2      $ 2,755.3    
Trade receivables, net       5,454.1        5,170.6    
Inventories       7,087.5        6,355.9    
Prepaid expenses and other       664.4        637.1    

       
  

      
  

Total current assets       15,918.2        14,918.9    
       

  
      

  

Property and equipment, at cost       3,151.6        3,093.7    
Accumulated depreciation and amortization       (1,676.3 )      (1,624.9 )  

       
  

      
  

Property and equipment, net       1,475.3        1,468.8    
Other assets:       

Investment in CareFusion       0.0        691.5    
Goodwill and other intangibles, net       2,896.9        2,253.2    
Other       682.1        657.8    

       
  

      
  

Total assets     $ 20,972.5      $ 19,990.2    
       

  

      

  

LIABILITIES AND SHAREHOLDERS’ EQUITY       

Current liabilities:       

Accounts payable     $ 10,532.3      $ 9,494.9    
Current portion of long-term obligations and other short-term borrowings       233.6        233.2    
Other accrued liabilities       1,685.7        1,809.5    

       
  

      
  

Total current liabilities       12,451.6        11,537.6    
       

  
      

  

Long-term obligations, less current portion       1,906.4        1,896.1    
Deferred income taxes and other liabilities       1,375.5        1,280.4    
Shareholders’  equity:       

Preferred Shares, without par value:       

Authorized—0.5 million shares, Issued—none       0.0        0.0    
Common Shares, without par value:       

Authorized—755.0 million shares, Issued—363.6 million shares at September 30, 2010 and 
June 30, 2010       2,865.6        2,889.9    

Retained earnings       2,876.0        2,647.2    
Common Shares in treasury, at cost: 14.7 million shares and 7.2 million shares at September 30, 2010 

and June 30, 2010, respectively       (539.8 )      (331.0 )  
Accumulated other comprehensive income       37.2        70.0    

       
  

      
  

Total shareholders’  equity       5,239.0        5,276.1    
       

  
      

  

Total liabilities and shareholders’  equity     $ 20,972.5      $ 19,990.2    
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CARDINAL HEALTH INC. AND SUBSIDIARIES  
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS  

(Unaudited)  
(in millions)  

   

See notes to condensed consolidated financial statements.  
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Three Months Ended  

September 30,   
     2010     2009   

CASH FLOWS FROM OPERATING ACTIVITIES:       

Net earnings/(loss)     $ 294.8      $ (38.2 )  
Earnings from discontinued operations       (0.4 )      (23.6 )  

       
  

      
  

Earnings/(loss) from continuing operations       294.4        (61.8 )  
Adjustments to reconcile earnings/(loss) from continuing operations to net cash from operations:       

Depreciation and amortization       68.5        66.3    
Loss on extinguishment of debt       0.0        39.9    
Gain on sale of investment in CareFusion       (74.8 )      0.0    
Impairments and loss on sale of assets       1.9        23.6    
Share-based compensation       21.4        22.0    
Provision for bad debts       2.7        12.3    
Change in operating assets and liabilities, net of effects from acquisitions:       

Increase in trade receivables       (272.3 )      (716.1 )  
Increase in inventories       (731.8 )      (28.1 )  
Increase in accounts payable       1,033.1        1,003.1    
Other accrued liabilities and operating items, net       (125.4 )      (99.6 )  

       
  

      
  

Net cash provided by operating activities—continuing operations       217.7        261.6    
Net cash provided by/(used in) operating activities—discontinued operations       (0.7 )      144.4    

       
  

      
  

Net cash provided by operating activities       217.0        406.0    
       

  
      

  

CASH FLOWS FROM INVESTING ACTIVITIES:       

Acquisition of subsidiaries, net of cash acquired       (559.9 )      (32.0 )  
Proceeds from sale of property and equipment       0.1        4.8    
Additions to property and equipment       (62.0 )      (37.0 )  
Proceeds from sale of investment in CareFusion       705.9        0    

       
  

      
  

Net cash provided by/(used in) investing activities—continuing operations       84.1        (64.2 )  
Net cash used in investing activities—discontinued operations       0.0        (9.9 )  

       
  

      
  

Net cash provided by/(used in) investing activities       84.1        (74.1 )  
       

  
      

  

CASH FLOWS FROM FINANCING ACTIVITIES:       

Reduction of long-term obligations       (0.4 )      (1,134.4 )  
Proceeds from issuance of Common Shares       8.4        30.1    
Tax disbursements from share-based compensation       (14.1 )      (11.4 )  
Tax proceeds/(disbursements) from exercises of stock options       2.0        (6.2 )  
Payment of premiums for debt extinguishment       0.0        (66.4 )  
Dividends on Common Shares       (70.3 )      (64.2 )  
Purchase of treasury shares       (269.8 )      0.0    

       
  

      
  

Net cash used in financing activities—continuing operations       (344.2 )      (1,252.5 )  
Net cash provided by financing activities—discontinued operations       0.0        1,283.8    

       
  

      
  

Net cash provided by/(used in) financing activities       (344.2 )      31.3    
       

  
      

  

NET INCREASE/(DECREASE) IN CASH AND EQUIVALENTS       (43.1 )      363.2    
CASH AND EQUIVALENTS AT BEGINNING OF PERIOD       2,755.3        1,221.6    

       
  

      
  

CASH AND EQUIVALENTS AT END OF PERIOD     $ 2,712.2      $ 1,584.8    
       

  

      

  

SUPPLEMENTAL INFORMATION:       

Non-cash investing and financing transactions for:       

Retained investment in CareFusion at date of Spin-Off     $ 0.0      $ 863.1    
Non-cash dividend in connection with Spin-Off     $ 0.0      $ 3,688.9    
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Spin-Off of CareFusion Corporation  

Effective August 31, 2009, we completed the distribution to our shareholders of 81 percent of the then outstanding common stock of 
CareFusion Corporation (“CareFusion”) and retained the remaining 41.4 million shares of CareFusion common stock (the “Spin-Off”). During 
fiscal 2010, we disposed of 10.9 million shares of CareFusion common stock. During the three months ended September 30, 2010, we disposed 
of our remaining 30.5 million shares of CareFusion common stock.  

On July 22, 2009, we entered into a separation agreement with CareFusion to effect the Spin-Off and provide a framework for our 
relationship with CareFusion after the Spin-Off. In addition, on August 31, 2009, we entered into a transition services agreement, a tax matters 
agreement, an employee matters agreement, intellectual property agreements and certain other commercial agreements with CareFusion. These 
agreements, including the separation agreement, provide for allocation of assets, employees, liabilities and obligations (including investments, 
property and employee benefits and tax-related assets and liabilities) attributable to periods prior to, at and after the Spin-Off and govern 
certain relationships between CareFusion and us after the Spin-Off.  

Pursuant to the transition services agreement, during the three months ended September 30, 2010 and 2009, we recognized $18.6 million 
and $12.7 million, respectively, in transition service fee income, which approximately offsets the costs associated with providing the transition 
services. Additionally, during the three months ended September 30, 2010 and 2009 we purchased $152.7 million and $107.2 million, 
respectively, of CareFusion trade receivables pursuant to an accounts receivable factoring arrangement between CareFusion and us.  

Under the tax matters agreement, CareFusion is obligated to indemnify us for certain tax exposures and transaction taxes prior to the 
Spin-Off. As of September 30, 2010, we have a $247.3 million indemnification receivable on our balance sheet related to these tax 
indemnifications.  

Basis of Presentation  

Our condensed consolidated financial statements include the accounts of all majority-owned subsidiaries, and all significant 
intercompany amounts have been eliminated. References to “we”, “our” and similar pronouns in this Form 10-Q shall be deemed to refer to 
Cardinal Health, Inc. and its majority-owned subsidiaries unless the context requires otherwise. The results of businesses acquired or disposed 
of are included in the condensed consolidated financial statements from the effective date of the acquisition or up to the date of disposal.  

Our condensed consolidated financial statements have been prepared in accordance with the U.S. Securities and Exchange Commission 
(“SEC”) instructions to Quarterly Reports on Form 10-Q and include all of the information and disclosures required by accounting principles 
generally accepted in the United States (“GAAP”) for interim financial reporting. The preparation of financial statements in conformity with 
GAAP requires us to make estimates and assumptions that affect amounts reported in the condensed consolidated financial statements and 
accompanying notes. Actual amounts may differ from these estimated amounts. In addition, operating results presented for this fiscal 2011 
interim period are not necessarily indicative of the results that may be expected for the full fiscal year ending June 30, 2011.  

These condensed consolidated financial statements are unaudited and are presented pursuant to the rules and regulations of the SEC. 
Accordingly, the condensed consolidated financial statements included in this Quarterly Report on Form 10-Q for the quarter ended 
September 30, 2010 (this “Form 10-Q”) should be read in conjunction with the audited consolidated financial statements and related notes 
contained in our Annual Report on Form 10-K for the fiscal year ended June 30, 2010 (the “2010 Form 10-K”). In our opinion, all adjustments 
necessary for a fair presentation of the condensed consolidated financial statements have been included. Except as disclosed elsewhere in this 
Form 10-Q, all such adjustments are of a normal and recurring nature.  

Recent Financial Accounting Standards  

In June 2009, the Financial Accounting Standards Board (“FASB”) issued new accounting guidance on the accounting for transfers of 
financial assets. This guidance improves the relevance, representational faithfulness and  
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
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comparability of information provided about a transfer of financial assets, the effects of a transfer of financial assets on an entity’s financial 
statements, and a transferor’s continuing involvement, if any, in financial assets transferred. This guidance is effective for fiscal years 
beginning after November 15, 2009. As a result of this new guidance, our committed receivables sales facility no longer qualifies as an off-
balance sheet arrangement. During the three months ended September 30, 2010, we did not sell any receivables under this facility and we did 
not have any amounts outstanding at September 30, 2010.  

In June 2009, the FASB issued new accounting guidance regarding the consolidation of variable interest entities. This guidance improves 
the financial reporting by enterprises involved with variable interest entities. This guidance is effective for fiscal years beginning after 
November 15, 2009. The adoption of this new accounting guidance in the first quarter of fiscal 2011 did not have a material impact on our 
financial position or results of operations.  

In January 2010, the FASB issued new guidance regarding the disclosure of fair value measurements. This guidance improves the 
transparency of disclosures about the use of fair value measurements in financial statements. This guidance is effective for interim and annual 
reporting periods beginning after December 15, 2009, with the exception of certain disclosure requirements regarding gross changes in Level 3 
measurements, which are not effective until fiscal years beginning after December 15, 2010. We adopted this new disclosure guidance in the 
third quarter of fiscal 2010 and have included the required additional disclosures in this Form 10-Q. See Note 9 for additional information.  

   

On July 15, 2010, we completed the acquisition of privately held Healthcare Solutions Holding, LLC (“P4 Healthcare”) for net 
consideration of $509.1 million in cash and certain contingent consideration. The allocation of the purchase price is not yet finalized and is 
subject to adjustment as we complete the valuation analysis for this acquisition. Had the transaction occurred at the beginning of fiscal 2010, 
consolidated results of operations would not have differed materially from reported results. Also during the three months ended September 30, 
2010, we completed another acquisition that individually was not significant.  

In accordance with the agreement, the former owners of P4 Healthcare will have the right to receive certain contingent payments based 
on targeted earnings before interest, taxes, depreciation and amortization (“EBITDA”). The contingent consideration is to be earned over four 
measurement periods, which span three years, and each measurement period has specific targets and payout amounts. The contingent 
consideration payout is limited to $150.0 million and we have estimated that its acquisition date fair value is $95.0 million.  

We determined the acquisition date fair value of the contingent consideration obligation based on a probability-weighted income 
approach derived from EBITDA estimates and probability assessments with respect to the likelihood of achieving the various EBITDA targets. 
The fair value measurement is based on significant inputs not observable in the market and thus represents a Level 3 measurement. The 
resultant probability-weighted cash flows were discounted using a rate of 6.0 percent. At each reporting date, we will revalue the contingent 
consideration obligation to estimated fair value and record changes in fair value as income or expense in our condensed consolidated statement 
of earnings as acquisition related costs. Changes in the fair value of the contingent consideration obligation may result from changes in 
discount periods and rates, changes in the timing and amount of EBITDA estimates and changes in probability assumptions with respect to the 
likelihood of achieving the EBITDA targets. There was no significant change in the fair value of the contingent consideration obligation from 
the date of acquisition through September 30, 2010.  

The valuation of the acquired assets and liabilities resulted in goodwill of $375.2 million and identifiable intangible assets of $225.7 
million. We identified and valued intangible assets related to trade names, customer relationships, non-compete agreements and certain other 
intangible assets. The detail by category of identifiable intangible assets is as follows:  
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2. ACQUISITIONS 
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Acquisition Related Costs  

We classify costs incurred in connection with acquisitions as acquisition related costs. These costs consist primarily of transaction costs, 
integration costs and changes in the fair value of contingent payments (earn-outs). Acquisition transaction costs are incurred during the initial 
evaluation of a potential targeted acquisition and primarily relate to costs to analyze, negotiate and consummate the transaction as well as 
financial and legal due diligence activities. Integration activities are costs incurred to combine the operations of an acquired enterprise into our 
operations.  

   

Restructuring Policy  

We consider restructuring activities to be programs whereby we fundamentally change our operations such as closing facilities, moving 
manufacturing of a product to another location or outsourcing the production of a product. Restructuring activities may also involve substantial 
realignment of the management structure of a business unit in response to changing market conditions. A liability for a cost associated with an 
exit or disposal activity is recognized and measured initially at its fair value in the period in which it is incurred except for a liability for a one-
time termination benefit, which is recognized over its future service period.  

Restructuring and Employee Severance  

The following table summarizes activity related to our restructuring and employee severance costs during the three months ended 
September 30, 2010 and 2009:  
   

   

Restructuring and employee severance for the three months ended September 30, 2010 and 2009 included costs related to the following 
significant project:  
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Category    
Amount  

(in millions)      
Average  

Life (Years)   
Trade names     $ 16.0         Indefinite    
Customer relationships       163.0         4-15    
Non-compete agreements       9.7         5    
Other       37.0         2-10    

       
  

   

Total intangible assets acquired     $ 225.7       
       

  

   

3. RESTRUCTURING AND EMPLOYEE SEVERANCE 

     
Three Months Ended  

September 30,   
(in millions)    2010      2009   

Employee related costs (1)     $ 0.0       $ 27.1    
Facility exit and other costs (2)       1.8         32.5    

       
  

       
  

Total restructuring and employee severance     $ 1.8       $ 59.6    
       

  

       

  

(1) Employee-Related Costs .  These costs primarily consist of one-time termination benefits provided to employees who have been 
involuntarily terminated and duplicate payroll costs during transition periods. 

(2) Facility Exit and Other Costs .  Facility exit and other costs consist of accelerated depreciation, equipment relocation costs, project 
consulting fees and costs associated with restructuring our delivery of information technology infrastructure services. 

     
Three Months Ended  

September 30,   
(in millions)    2010      2009 (1)   
Spin-Off     $ 0.9       $ 49.5    

(1) During the three months ended September 30, 2009, we incurred restructuring expenses related to the Spin-Off consisting of employee-
related costs, share-based compensation, costs to evaluate and execute the transaction, costs to separate certain functions and information 
technology systems and other one-time transaction related costs. See Note 13 for further information regarding share-based compensation 
incurred in  
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In addition to the significant restructuring program discussed above, from time to time we incur costs to implement smaller restructuring 
efforts for specific operations within our segments. These restructuring plans focus on various aspects of operations, including closing and 
consolidating certain manufacturing and distribution operations, rationalizing headcount and aligning operations in the most strategic and cost-
efficient structure.  

We estimate that we will incur additional costs in future periods associated with currently anticipated restructuring activities totaling 
$20.5 million. These additional costs are primarily associated with the Spin-Off.  

Restructuring and Employee Severance Accrual Rollforward  

The following table summarizes activities related to liabilities associated with our restructuring and employee severance activities during 
the three months ended September 30, 2010:  
   

   

During the three months ended September 30, 2009, we recognized a $22.5 million impairment charge related to the write-down of 
SpecialtyScripts, LLC (“SpecialtyScripts”), a business within the Pharmaceutical segment, to net expected fair value less costs to sell. This 
impairment charge was reduced to $18.1 million upon completion of the sale in the third quarter of fiscal 2010. We did not recognize any 
material impairment charges during the three months ended September 30, 2010.  

   

CareFusion  

We are a party to a separation agreement and various other agreements relating to the Spin-Off, including a transition services agreement, 
a tax matters agreement, an employee matters agreement, intellectual property agreements and certain other commercial agreements. We have 
determined that continuing cash flows generated by these agreements, which are expected to be eliminated within five years of the Spin-Off, do 
not constitute significant continuing involvement in the operations of CareFusion. Accordingly, the operating results of CareFusion are 
presented within discontinued operations during fiscal 2010 through the date of the Spin-Off.  

For the three months ended September 30, 2010, there were no CareFusion earnings included in discontinued operations. The results of 
CareFusion included in discontinued operations for the three months ended September 30, 2009 are summarized as follows:  
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connection with the Spin-Off. Also included within these costs for the three months ended September 30, 2009 were $18.6 million of 
costs related to the retirement of our former Chairman and Chief Executive Officer upon completion of the Spin-Off.  

(in millions)    
Employee  

Related Costs     
Facility Exit and 

Other Costs     Total   
Balance at June 30, 2010     $ 9.2      $ 7.4      $ 16.6    
Additions       0.0        1.8        1.8    
Payments and other adjustments       (4.4 )      (1.2 )      (5.6 )  

       
  

      
  

      
  

Balance at September 30, 2010     $ 4.8      $ 8.0      $ 12.8    
       

  

      

  

      

  

4. IMPAIRMENTS AND (GAIN)/LOSS ON SALE OF ASSETS 

5. DISCONTINUED OPERATIONS AND ASSETS HELD FOR SALE 

     
Three Months Ended 

September 30,   
(in millions)    2009 (1)   

Revenue     $ 592.1    
Earnings before income taxes       43.7    
Income tax expense       (23.6 )  
Earnings from discontinued operations       20.1    

(1) Reflects the results of CareFusion through August 31, 2009, the date the Spin-Off was completed. 
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Interest expense was allocated to historical periods considering the debt issued by CareFusion in connection with the Spin-Off and our 
overall debt balance. In addition, a portion of the corporate costs previously allocated to CareFusion have been reclassified to our remaining 
two segments: Pharmaceutical and Medical. Interest expense allocated to discontinued operations for CareFusion for the three months ended 
September 30, 2009 was $12.8 million. There was no interest expense allocated to discontinued operations for CareFusion for the three months 
ended September 30, 2010.  

Cash flows from discontinued operations are presented separately on the condensed consolidated statements of cash flows.  

Other  

During the fourth quarter of fiscal 2007, we sold our businesses within our former Pharmaceutical Technologies and Services segment, 
other than certain generic-focused businesses (the “PTS Business”). See Note 7 of the “Notes to Consolidated Financial Statements” from our 
Form 8-K filed on November 16, 2009 (“FY2009 Financial Statements”) for information regarding the sale of the PTS Business. We incurred 
minor amounts of activity related to the PTS Business during fiscal 2010 as a result of changes in certain estimates made at the time of the sale, 
activity under a transition services agreement and other adjustments.  

During the fourth quarter of fiscal 2009, we committed to plans to sell the United Kingdom-based Martindale injectable manufacturing 
business (“Martindale”) within our Pharmaceutical segment, and Martindale met the criteria for classification as discontinued operations in our 
financial statements. During the three months ended June 30, 2010, we completed the sale of Martindale resulting in a pre-tax gain of $36.3 
million. Accordingly, the operating results of Martindale are presented within discontinued operations for all periods presented through the date 
of sale.  

The results of the PTS Business and Martindale included in discontinued operations for three months ended September 30, 2010 and 
2009 are summarized as follows:  
   

   

Goodwill  

The following table summarizes the changes in the carrying amount of goodwill, in total and by segment, for the three months ended 
September 30, 2010:  
   

   

Intangible Assets  
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Three Months Ended  

September 30,   
(in millions)    2010      2009   

Revenue     $ 0.0       $ 29.0    
Earnings before income taxes       0.4         5.9    
Income tax expense       0.0         (2.4 )  
Earnings from discontinued operations       0.4         3.5    

6. GOODWILL AND OTHER INTANGIBLE ASSETS 

(in millions)    Pharmaceutical      Medical      Total   

Balance at June 30, 2010     $ 1,248.4       $ 957.0       $ 2,205.4    
Goodwill acquired, net of purchase price adjustments, foreign currency 

translation adjustments and other (1)       378.8         27.6         406.4    
       

  
       

  
       

  

Balance at September 30, 2010     $ 1,627.2       $ 984.6       $ 2,611.8    
       

  

       

  

       

  

(1) The increase in the Pharmaceutical segment primarily relates to the acquisition of P4 Healthcare which resulted in goodwill of $375.2 
million. See Note 2 for further discussion of the acquisition of P4 Healthcare. 
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Intangible assets with definite lives are amortized over their useful lives which range from two to twenty years. The detail of other 
intangible assets by class as of September 30, 2010 and June 30, 2010 is as follows:  
   

   

   

Applicable accounting guidance provides that a tax benefit from an uncertain tax position may be recognized when it is more likely than 
not that the position will be sustained upon examination, including resolutions of any related appeals or litigation processes, based on the 
technical merits. The amount recognized is measured as the largest amount of tax benefit that is greater than 50 percent likely of being realized 
upon settlement.  

The following table summarizes the balance of unrecognized tax benefits and the amount of interest and penalties as of September 30, 
2010 and June 30, 2010:  
   

We file income tax returns in the U.S. federal jurisdiction, various U.S. state jurisdictions and various foreign jurisdictions. With few 
exceptions, we are subject to audit by taxing authorities for fiscal years ended June 30, 2001 through the current fiscal year. The Internal 
Revenue Service (“IRS”) is currently conducting audits of fiscal years 2001 through 2007. We have received proposed adjustments from the 
IRS related to our transfer pricing arrangements between foreign and domestic subsidiaries and the transfer of intellectual property among 
subsidiaries of an acquired entity prior to its acquisition by us. The IRS proposed additional taxes of $598.1 million, excluding penalties and 
interest. If this tax ultimately must be paid, CareFusion is liable under the tax matters agreement for $462.1 million of the total amount. We 
disagree with these proposed adjustments and are vigorously contesting them. We believe we are adequately reserved for the uncertain tax 
positions related to these matters.  

It is reasonably possible that there could be a change in the amount of unrecognized tax benefits within the next 12 months due to 
activities of the IRS or other taxing authorities, including proposed assessments of additional tax, possible settlement of audit issues, or the 
expiration of applicable statutes of limitations. We estimate that the range of the possible change in unrecognized tax benefits within the next 
12 months may be a decrease of approximately zero to $55.0 million excluding penalties and interest.  
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     September 30, 2010      June 30, 2010   

(in millions)    
Gross  

Intangible      

Accumulated 
 

Amortization      
Net  

Intangible      
Gross  

Intangible      

Accumulated 
 

Amortization      
Net  

Intangible   
Unamortized intangibles:                    

Trademarks and patents     $ 26.2       $ 0.0       $ 26.2       $ 10.2       $ 0.0       $ 10.2    
       

  
       

  
       

  
       

  
       

  
       

  

Total unamortized intangibles       26.2         0.0         26.2         10.2         0.0         10.2    
Amortized intangibles:                    

Trademarks and patents       21.9         16.2         5.7         20.3         14.1         6.2    
Non-compete agreements       14.1         3.8         10.3         3.8         2.8         1.0    
Customer relationships       222.5         48.8         173.7         48.4         41.1         7.3    
Other       92.9         23.7         69.2         47.2         24.1         23.1    

       
  

       
  

       
  

       
  

       
  

       
  

Total amortized intangibles       351.4         92.5         258.9         119.7         82.1         37.6    
       

  
       

  
       

  
       

  
       

  
       

  

Total intangibles     $ 377.6       $ 92.5       $ 285.1       $ 129.9       $ 82.1       $ 47.8    
       

  

       

  

       

  

       

  

       

  

       

  

7. INCOME TAXES 

(in millions)    

September 30, 
 

2010      

June 30, 
 

2010   

Unrecognized tax benefits (1)     $ 734.9       $ 730.6    
Portion that, if recognized, would reduce tax expense and effective 

tax rate       314.3         311.3    
Accrued penalties and interest (2)       238.1         233.0    

  
(1) The full amount of unrecognized tax benefits is included in deferred income taxes and other liabilities in the condensed consolidated 

balance sheets. 
(2) Balances are gross amounts before any tax benefits and are included in deferred income taxes and other liabilities in the condensed 

consolidated balance sheets. 
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Generally, fluctuations in our effective tax rate are due to changes within international and U.S. state effective tax rates resulting from our 
business mix and the impact of restructuring and employee severance, impairments and other discrete items. The following table summarizes 
the provision for income taxes as a percentage of pretax earnings from continuing operations (“effective tax rate”) for the three months ended 
September 30, 2010 and 2009:  
   

   

Legal Proceedings  

We become involved from time-to-time in litigation and regulatory matters incidental to our business, including governmental 
investigations, enforcement actions, personal injury claims, employment matters, commercial disputes, intellectual property matters, disputes 
regarding environmental clean-up costs, litigation in connection with acquisitions and divestitures, and other matters arising out of the normal 
conduct of our business. We intend to vigorously defend ourselves in such litigation. We do not believe that the outcome of any pending 
litigation will have a material adverse effect on the consolidated financial statements.  

Occasionally, we may suspect that products we manufacture, market or distribute do not meet our specifications, published standards or 
regulatory requirements. In such circumstances, we investigate and take appropriate corrective action. Such actions can lead to product recalls, 
costs to repair or replace affected products, temporary interruptions in product sales, and action by regulators.  

We accrue for contingencies related to litigation and regulatory matters. We accrue an estimated loss contingency in our consolidated 
financial statements if it is probable that a liability has been incurred and the amount of the loss can be reasonably estimated. Because litigation 
is inherently unpredictable and unfavorable resolutions can occur, assessing contingencies is highly subjective and requires judgments about 
future events. We regularly review contingencies to determine whether our accruals are adequate. The amount of ultimate loss may differ from 
these estimates.  

We recognize income from the favorable outcome of litigation when we receive the associated cash or assets.  

We recognize estimated loss contingencies for litigation and regulatory matters and income from favorable resolution of litigation in 
litigation (credits)/charges, net in our condensed consolidated statements of earnings.  

Income Taxes  

See Note 7 in this Form 10-Q and Note 9 to the consolidated financial statements in our 2010 Form 10-K for discussion of contingencies 
related to our income taxes.  
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Three Months Ended  

September 30,   
(in millions)    2010 (1)     2009 (2)   
Effective tax rate       30.6 %     135.3 % 

  
(1) During the three months ended September 30, 2010, the effective tax rate was favorably impacted by $28.0 million, or 6.6 percentage 

points, attributable to recognizing no income tax expense on the sale of CareFusion stock due to the release of a previously established 
deferred tax valuation allowance. 

(2) During the three months ended September 30, 2009, the effective tax rate was impacted by an unfavorable adjustment of $171.9 million, 
or 98.2 percentage points, attributable to earnings no longer indefinitely invested offshore. 

8. CONTINGENT LIABILITIES AND LITIGATION 

9. FAIR VALUE MEASUREMENTS 



Table of Contents  

   

Fair value is defined as the price that would be received upon selling an asset or the price paid to transfer a liability on the measurement 
date. It focuses on the exit price in the principal or most advantageous market for the asset or liability in an orderly transaction between willing 
market participants. A three-tier fair value hierarchy is established as a basis for considering such assumptions and for inputs used in the 
valuation methodologies in measuring fair value. This hierarchy requires entities to maximize the use of observable inputs and minimize the 
use of unobservable inputs. The three levels of inputs used to measure fair values are as follows:  
   

Recurring Fair Value Measurements  

The following table presents the fair values for those assets and (liabilities) measured on a recurring basis as of September 30, 2010:  
   

The following table presents the fair values for those assets and (liabilities) measured on a recurring basis as of June 30, 2010:  
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  Level 1   –   Observable prices in active markets for identical assets and liabilities. 

  Level 2   –   Observable inputs other than quoted prices in active markets for identical assets and liabilities. 

  

Level 3 
  

–
   

Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets and 
liabilities. 

     Fair Value Measurements   
(in millions)    Level 1      Level 2      Level 3     Total   

Cash Equivalents (1)     $ 1,986.2       $ 0.0       $ 0.0      $ 1,986.2    
Forward Contracts (2)       0.0         39.1         0.0        39.1    
Other Investments (3)       79.8         0.0         0.0        79.8    
Contingent Consideration (4)       0.0         0.0         (95.0 )      (95.0 )  

       
  

       
  

       
  

      
  

Total     $ 2,066.0       $ 39.1       $ (95.0 )    $ 2,010.1    
       

  

       

  

       

  

      

  

     Fair Value Measurements   
(in millions)    Level 1      Level 2      Level 3      Total   

Cash Equivalents (1)     $ 2,019.0       $ 0.0       $ 0.0       $ 2,019.0    
Investment in CareFusion (5)       691.5         0.0         0.0         691.5    
Forward Contracts (2)       0.0         26.2         0.0         26.2    
Other Investments (3)       71.3         0.0         0.0         71.3    

       
  

       
  

       
  

       
  

Total     $ 2,781.8       $ 26.2       $ 0.0       $ 2,808.0    
       

  

       

  

       

  

       

  

(1) Cash equivalents are comprised of highly liquid investments purchased with a maturity of three months or less. The carrying value of 
these cash equivalents approximates fair value due to their short-term maturities. 

(2) The fair value of our foreign currency contracts, commodity contracts and interest rate swaps is determined based on the present value of 
expected future cash flows considering the risks involved, including non-performance risk, and using discount rates appropriate for the 
respective maturities. Observable Level 2 inputs are used to determine the present value of expected future cash flows. 

(3) The other investments balance includes investments in mutual funds, which are used to offset fluctuations in deferred compensation 
liabilities. These mutual funds are primarily comprised of large cap domestic and international equity securities. The fair value of these 
investments is determined using quoted market prices. 

(4) Represents the contingent consideration obligation incurred in connection with the acquisition of P4 Healthcare. The fair value of the 
contingent consideration obligation is determined based on a probability-weighted income approach derived from EBITDA estimates and 
probability assessments with respect to the likelihood of achieving the various EBITDA targets. The fair value measurement is based on 
significant inputs not observable in the market and thus represents a Level 3 measurement. There was no significant change in the fair 
value of the contingent consideration obligation from the date of acquisition through September 30, 2010. 
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Earnings per Share  

Basic earnings per Common Share (“Basic EPS”) is computed by dividing net earnings (the numerator) by the weighted average number 
of Common Shares outstanding during each period (the denominator). Diluted earnings per Common Share (“Diluted EPS”) is similar to the 
computation for Basic EPS, except that the denominator is increased by the dilutive effect of vested and unvested stock options, restricted 
shares, and restricted share units computed using the treasury stock method. The total number of Common Shares issued less the Common 
Shares held in treasury is used to determine the Common Shares outstanding.  

The following table reconciles the number of Common Shares used to compute Basic EPS and Diluted EPS for the three months ended 
September 30, 2010 and 2009:  
   

   

The following table presents the number of potentially dilutive securities that were anti-dilutive for the three months ended September 30, 
2010 and 2009:  
   

Shareholders’ Equity  

During the three months ended September 30, 2010, we repurchased approximately $250.0 million of our Common Shares which 
completed the authorized amount of share repurchases available under our share repurchase program in place at September 30, 2010. We 
funded the repurchases with available cash. In addition, $19.8 million shares repurchased during fiscal 2010 settled during the three months 
ended September 30, 2010.  

During the three months ended September 30, 2009, we distributed a non-cash dividend of $3,688.9 million in connection with the Spin-
Off.  
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(5) The fair value of our investment in CareFusion common stock is determined using the quoted market price of the security. 

10. EARNINGS PER SHARE AND SHAREHOLDERS’ EQUITY 

     
Three Months Ended  

September 30,   
(in millions)    2010      2009   

Weighted-average Common Shares–basic       348.9         359.1    
Effect of dilutive securities:        

Employee stock options, restricted shares and restricted share units (1)       3.0         0.0    
       

  
       

  

Weighted-average Common Shares–diluted       351.9         359.1    
       

  

       

  

(1) As a result of the net loss incurred during the three months ended September 30, 2009, potential dilutive Common Shares have not been 
included in the denominator of the dilutive per share computation. 

     
Three Months Ended  

September 30,   
(in millions)    2010      2009   

Anti-dilutive securities       14.9         22.3    
       

  

       

  



Table of Contents  

   

The following is a summary of comprehensive income for the three months ended September 30, 2010 and 2009:  
   

   

   

Our operations are principally managed on a products and services basis and are comprised of two reportable segments: Pharmaceutical 
and Medical. The factors for determining the reportable segments include the manner in which management evaluates our performance 
combined with the nature of the individual business activities. With the acquisition of P4 Healthcare the Pharmaceutical segment can now 
assist payors in establishing clinically-based reimbursement protocols, and providing specialty physician practices with claims analytics tools.  

The following table includes revenue for each reportable segment and reconciling items necessary to agree to amounts reported in the 
condensed consolidated financial statements for the three months ended September 30, 2010 and 2009:  
   

We evaluate the performance of the segments based upon, among other things, segment profit. Segment profit is segment revenue less 
segment cost of products sold, less segment distribution, selling, general and administrative expense (“SG&A”). Segment SG&A expenses 
include share-based compensation expense as well as allocated corporate expenses for shared functions, including corporate management, 
corporate finance, financial shared services, human resources, information technology, legal and an integrated hospital sales organization. 
Corporate expenses are allocated to the segments based upon headcount, level of benefit provided and ratable allocation. Information about 
interest income and expense and income taxes is not provided at the segment level. In addition, restructuring and employee severance, 
acquisition related costs, impairments and loss on sale of assets, litigation (credits)/charges, net, and certain investment and other spending are 
not allocated to the segments. Investment spending generally includes the first year spend for certain projects that require incremental strategic 
investments in the form of additional operating expenses. We encourage our segments to identify investment projects that will promote 
innovation and provide future returns. As approval decisions for such projects are dependent upon executive management, the expenses for 
such projects are retained at Corporate. See Notes 2, 3, 4 and 8, respectively, for further discussion of our acquisition related costs, 
restructuring and employee severance, impairments and loss on sale of assets and litigation (credits)/charges, net. In addition, Spin-Off costs 
included in SG&A are not allocated to our segments. Spin-Off costs included in SG&A for the three months ended September 30,  
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11. COMPREHENSIVE INCOME 

     
Three Months Ended  

September 30,   
(in millions)    2010     2009   

Net earnings/(loss)     $ 294.8      $ (38.2 )  
Foreign currency translation adjustments       30.7        (41.4 )  
Net unrealized gain on derivative instruments       (2.3 )      10.3    
Net unrealized gain on investment in CareFusion, net of tax (1)       (61.2 )      25.8    

       
  

      
  

Total comprehensive income     $ 262.0      $ (43.5 )  
       

  

      

  

(1) We sold our remaining equity security investment in CareFusion and reclassified the net unrealized gain out of accumulated other 
comprehensive income during the three months ended September 30, 2010. 

12. SEGMENT INFORMATION 

     
Three Months Ended  

September 30,   
(in millions)    2010     2009   

Segment revenue:       

Pharmaceutical     $ 22,272.8      $ 22,562.3    
Medical       2,169.4        2,237.0    

       
  

      
  

Total segment revenue       24,442.2        24,799.3    
Corporate       (4.7 )      (18.6 )  

       
  

      
  

Total consolidated revenue     $ 24,437.5      $ 24,780.7    
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2010 were $1.6 million. There were no Spin-Off costs included in SG&A for the three months ended September 30, 2009. The accounting 
policies of the segments are the same as those described in Note 1.  

The following table includes segment profit by reportable segment and reconciling items necessary to agree to amounts reported in the 
condensed consolidated financial statements for the three months ended September 30, 2010 and 2009:  
   

   

Share-Based Compensation  

We maintain stock incentive plans (collectively, the “Plans”) for the benefit of certain of our officers, directors and employees. Employee 
stock options granted under the Plans since fiscal 2008 generally vest in equal annual installments over three years and are exercisable for 
periods up to seven years from the date of grant at a price equal to the market price of the Common Shares underlying the option at the date of 
grant. Employee stock options granted under the Plans during fiscal 2007 generally vest in equal annual installments over four years and are 
exercisable for periods up to seven years from the date of grant at a price equal to the market price of the Common Shares underlying the 
option at the date of grant. Employee restricted shares and restricted share units granted under the Plans since fiscal 2007 generally vest in 
equal installments over three years and entitle holders to dividends or cash dividend equivalents. Restricted shares and restricted share units 
accrue dividends or cash dividend equivalents that are payable upon vesting of the awards.  

The compensation expense recognized for all share-based compensation awards is net of estimated forfeitures and is recognized using the 
straight-line method over the applicable service period. We classify share-based compensation within SG&A expenses to correspond with the 
same line item as the majority of the cash compensation paid to employees. However, certain share-based compensation incurred in connection 
with the Spin-Off is classified within restructuring and employee severance.  

The following table illustrates the impact of share-based compensation on reported amounts for the three months ended September 30, 
2010 and 2009:  
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Three Months Ended  

September 30,   
(in millions)    2010     2009   

Segment profit:       

Pharmaceutical     $ 296.4      $ 208.4    
Medical       82.9        114.9    

       
  

      
  

Total segment profit       379.3        323.3    
Corporate       (15.4 )      (83.4 )  

       
  

      
  

Total consolidated operating earnings     $ 363.9      $ 239.9    
       

  

      

  

13. SHARE-BASED COMPENSATION AND SAVINGS PLANS 

     Three Months Ended September 30,   
(in millions)    2010     2009 (1)(2)   

Operating earnings (3)     $ (21.4 )    $ (22.0 )  
Earnings from continuing operations       (13.6 )      (14.1 )  
Net earnings       (13.6 )      (16.4 )  
Net basic earnings per Common Share       (0.04 )      (0.05 )  
Net diluted earnings per Common Share       (0.04 )      (0.05 )  

(1) For the three months ended September 30, 2009, $13.4 million of share-based compensation expense related to the Spin-Off is included 
within restructuring and employee severance. A tax benefit of $5.3 million was recorded in connection with this charge. 
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Stock Options  

The fair value of stock options is determined using a lattice valuation model. We believe the lattice model provides for better estimates 
because it has the ability to take into account employee exercise patterns based on changes in our stock price and other variables and it provides 
for a range of input assumptions.  

The following summarizes all stock option transactions under the Plans from June 30, 2010 through September 30, 2010:  
   

Restricted Shares and Restricted Share Units  

The fair value of restricted shares and restricted share units is determined by the number of shares granted and the grant date market price 
of our Common Shares.  

The following tables summarize all activity related to restricted shares and restricted share units from June 30, 2010 through 
September 30, 2010:  
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(2) For the three months ended September 30, 2009, $2.3 million of share-based compensation expense related to the Spin-Off is included 
within discontinued operations. A tax benefit of $1.5 million was recorded in connection with this charge. 

(3) The following table provides total share-based compensation expense by type of award for the three months ended September 30, 2010 
and 2009: 

     Three Months Ended September 30,   
(in millions)    2010     2009   

Restricted share and share unit expense     $ (13.5 )    $ (11.3 )  
Employee stock option expense       (7.7 )      (9.4 )  
Employee stock purchase plan expense       (0.0 )      (1.1 )  
Stock appreciation right (income)/expense       (0.2 )      (0.2 )  

       
  

      
  

Total share-based compensation     $ (21.4 )    $ (22.0 )  
       

  

      

  

(in millions, except per share amounts)    Stock Options     

Weighted  
Average  

Exercise Price 
 

per Common 
Share      

Weighted  
Average  

Remaining 
Contractual 

 
Life  

in Years      

Aggregate 
 

Intrinsic  
Value   

Balance at June 30, 2010       24.1      $ 37.88         3.9       $ 56.9    
Granted       4.0        31.02          

Exercised       (0.3 )      25.19          

Canceled and forfeited       (0.3 )      43.17          
       

  
        

Balance at September 30, 2010       27.5      $ 37.00         4.1       $ 55.2    
       

  

        

Exercisable at September 30, 2010       19.0      $ 40.06         3.1       $ 25.0    

(in millions, except per share amounts)    

Restricted Shares 
 

and Restricted  
Share Units     

Weighted  
Average Grant 
Date Fair Value 

 
Per Share   

Nonvested at June 30, 2010       3.3      $ 33.33    
Granted       1.9        30.99    
Vested       (1.3 )      35.99    
Canceled and forfeited       (0.1 )      35.10    

       
  

  

Nonvested at September 30, 2010       3.8      $ 31.25    
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Adjustments to Stock Incentive Plans  

In connection with the Spin-Off, on August 31, 2009, we adjusted share-based compensation awards granted under the Plans into awards 
based on our Common Shares and/or CareFusion common stock, as applicable. For purposes of the vesting of these equity awards, continued 
employment or service with us or with CareFusion is treated as continued employment for purposes of both our and CareFusion’s equity 
awards. See Note 17 to the consolidated financial statements in our fiscal 2010 Form 10-K for an explanation of these adjustments.  

The adjustments to stock incentive plans were treated as a modification in accordance with share-based compensation accounting 
guidance and resulted in a total incremental compensation cost of $0.6 million.  

The following table summarizes the share-based compensation awards outstanding as of September 30, 2010:  
   

   

On November 3, 2010, our Board approved a new $750.0 million share repurchase program which expires November 30, 2013.  
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     Our Awards      CareFusion Awards   

(in millions)    
Stock  

Options      

Restricted  
Shares and 
Share Units      

Stock  
Options      

Restricted  
Shares and 
Share Units   

Held by our employees and former employees       25.4         3.8         7.0         0.0    
Held by CareFusion employees       2.1         0.0          

       
  

       
  

      

Total       27.5         3.8          
       

  

       

  

      

14. SUBSEQUENT EVENTS 
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The discussion and analysis presented below is concerned with material changes in financial condition and results of operations for our 
condensed consolidated balance sheets as of September 30, 2010 and June 30, 2010, and for the condensed consolidated statements of earnings 
for the three months ended September 30, 2010 and 2009. This discussion and analysis should be read in conjunction with “Management’s 
Discussion and Analysis of Financial Condition and Results of Operations” included in the 2010 Form 10-K.  

Portions of this Form 10-Q (including information incorporated by reference) include “forward-looking statements.” The words 
“believe,” “expect,” “anticipate,” “project,” and similar expressions, among others, generally identify “forward-looking statements,” which 
speak only as of the date the statements were made. The matters discussed in these forward-looking statements are subject to risks, 
uncertainties and other factors that could cause actual results to differ materially from those made, projected or implied in the forward-looking 
statements. The most significant of these risks, uncertainties and other factors are described in Exhibit 99.1 to this Form 10-Q, in Part 1, 
Item 1A of the 2010 Form 10-K and Part II, Item 1A of this Form 10-Q. Except to the extent required by applicable law, we undertake no 
obligation to update or revise any forward-looking statements, whether as a result of new information, future events, or otherwise.  

Overview  

We are a global company serving the healthcare industry with pharmaceutical and medical products and services that help hospitals, 
physician offices and pharmacies reduce costs, improve safety and productivity, and deliver better care to patients. We report our financial 
results in two segments: Pharmaceutical and Medical.  

Demand for our products and services during the three months ended September 30, 2010 led to revenue of $24.4 billion, down 1 percent 
compared to the prior year period. Despite the slight revenue decline, our gross margin increased 6 percent to $962 million and operating 
earnings increased 52 percent to $364 million. The increase in gross margin was primarily attributable to the success of our generic programs, 
including new generic pharmaceutical launches, and increased branded margin within our Pharmaceutical segment. The increase in gross 
margin was offset by declines in our Medical segment primarily due to the impact of a unique Spin-Off related item in the prior year period and 
an increase in commodity prices. In addition to the impact of higher gross margin, operating earnings on a comparative basis were favorably 
impacted by $50 million of Spin-Off restructuring costs and a $23 million asset impairment charge, both of which occurred in the three months 
ended September 30, 2009. Our earnings from continuing operations for the three months ended September 30, 2010 were $294 million, which 
includes a $75 million gain from the sale of our remaining investment in CareFusion.  

Our cash and equivalents balance was $2.7 billion as of September 30, 2010, compared to $2.8 billion as of June 30, 2010. The decrease 
primarily resulted from acquisitions of $560 million and share repurchases of $270 million (including $20 million in fiscal 2010 repurchases 
settled in the first quarter 2011), offset by net cash provided by operating activities of $217 million and the sale of our remaining investment in 
CareFusion for $706 million.  

Trends  

For the remainder of fiscal 2011, we expect low single-digit growth in the primary market that our Pharmaceutical segment serves and 
flat market growth in the primary market that our Medical segment serves. Actual revenue growth realized in our two segments may vary from 
market trends based on customer gains and losses, product and customer sales mix shifts, and growth of the specific customers that we serve.  

The raw material shortages we experienced through fiscal 2010 in our Pharmaceutical segment’s nuclear pharmacy services business 
were resolved during the three months ended September 30, 2010 and supply began to return to more normal levels.  

Acquisitions  

During the three months ended September 30, 2010, we completed the acquisition of P4 Healthcare for a cash payment of $509 million. 
The acquisition agreement also includes earn-out payments of up to $150 million over the next three years which we estimate to have an 
acquisition date fair value of $95 million. With this acquisition, we plan to expand our presence in specialty pharmaceutical services and 
distribution. P4 Healthcare’s results will be reported within our Pharmaceutical segment. See Note 2 in the “Notes to Condensed Consolidated 
Financial Statements” for additional information on the P4 Healthcare acquisition.  
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Item 2: Management’s Discussion and Analysis of Financial Condition and Results of Operations 
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We consider acquisitions to expand our role as a provider of services and innovative products to the healthcare industry, especially those 
that complement our existing operations and provide opportunities for us to develop synergies with, and strengthen, the acquired business. 
There can be no assurance, however, that we will be able to successfully take advantage of any such opportunity if and when it arises or 
consummate any such transaction, if pursued. As additional transactions are pursued or consummated, we would incur additional acquisition 
related charges, and may need to enter into funding arrangements for such acquisitions. There can be no assurance that the integration efforts 
associated with any such transaction will be successful.  

Spin-Off of CareFusion Corporation  

On August 31, 2009, we separated the clinical and medical products businesses from our other businesses through a pro rata distribution 
to shareholders of approximately 81 percent of the then outstanding shares of CareFusion common stock. We retained certain surgical and 
exam gloves, surgical drapes and apparel and fluid management businesses that were previously part of our clinical and medical products 
business. As explained in the 2010 Form 10-K and elsewhere in this Form 10-Q, the Spin-Off had a significant impact on our results of 
operations and financial condition.  

During the three months ended September 30, 2010, we disposed of our remaining 30.5 million shares of CareFusion common stock for 
$706 million, which resulted in a realized gain of $75 million.  

Our Continuing Relationship with CareFusion  

On July 22, 2009, we entered into a separation agreement with CareFusion to effect the Spin-Off and provide a framework for our 
relationship with CareFusion after the Spin-Off. In addition, on August 31, 2009, we entered into a transition services agreement, a tax matters 
agreement, an employee matters agreement, intellectual property agreements and certain other commercial agreements with CareFusion. These 
agreements, including the separation agreement, provide for the allocation of assets, employees, liabilities and obligations (including 
investments, property and employee benefits and tax-related assets and liabilities) attributable to periods prior to, at and after the Spin-Off and 
govern certain relationships between CareFusion and us after the Spin-Off.  

Pursuant to the transition services agreement, during the three months ended September 30, 2010 and 2009, we recognized $19 million 
and $13 million, respectively, in transition service fee income, which approximately offsets the costs associated with providing the transition 
services. Additionally, during the three months ended September 30, 2010 and 2009, we purchased $153 million and $107 million, 
respectively, of CareFusion trade receivables pursuant to an accounts receivable factoring arrangement between CareFusion and us.  

Under the tax matters agreement, CareFusion is obligated to indemnify us for certain tax exposures and transaction taxes incurred prior to 
the Spin-Off. As of September 30, 2010, we have a $247 million indemnification receivable on our balance sheet related to this item.  

Results of Operations  

Revenue  
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Three Months Ended  

September 30,   
(in millions, except growth rates)    Change     2010     2009   

Pharmaceutical       (1 )%    $ 22,272.8      $ 22,562.3    
Medical       (3 )%      2,169.4        2,237.0    
Corporate       N.M.        (4.7 )      (18.6 )  
Consolidated revenue       (1 )%    $ 24,437.5      $ 24,780.7    
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Pharmaceutical segment  

Compared to the prior year period, Pharmaceutical segment revenue was negatively impacted by losses of customers in excess of gains 
($222 million). Also, revenue from existing customers was negatively impacted by the loss of sales of branded pharmaceuticals due to 
conversions to generic pharmaceuticals. Revenue from bulk customers decreased 8 percent due to the above factors as well as a change in the 
ordering pattern of some existing bulk customers. Revenue from non-bulk customers increased 6 percent.  

Medical segment  

Compared to the prior year period, Medical segment revenue was negatively impacted by the prior year recognition of previously 
deferred intercompany revenue for sales to CareFusion ($51 million). Also negatively impacting revenue was decreased volume driven by 
strong demand for flu-related products in the prior year ($28 million).  

Cost of Products Sold  

Largely due to our revenue decline, cost of products sold decreased $397 million, or 2 percent, during the three months ended 
September 30, 2010 compared to the prior year period. See gross margin discussion for additional drivers impacting cost of sales.  

Gross Margin  
   

Pharmaceutical segment  

Gross margin increased $92 million compared to the prior year period primarily as a result of the factors listed below.  
   

   

   

   

Medical segment  

Gross margin decreased $39 million compared to the prior year period primarily as a result of the factors listed below.  
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Three Months  Ended  

September 30,   
(in millions, except growth rates)    Change     2010      2009   

Gross margin       6 %    $ 962.2       $ 908.8    

  
•   The impact of various generic pharmaceutical programs, including new generic pharmaceutical launches, increased gross margin by 

$61 million. Generic pharmaceutical sales programs are successfully expanding generic penetration across our retail independent 
pharmacy customers and retail purchasing groups.  

  
•   Increased branded margin (exclusive of the related volume impact) had a positive impact on gross margin of $45 million. The 

increase was primarily due to our service level performance under distribution service agreements, pharmaceutical price 
appreciation and transition of certain vendors to distribution service agreements.  

  •   Pricing changes on renewed customer contracts (exclusive of the related volume impact) decreased gross margin by $28 million.  

  
•   A change in estimated reserves related to distribution service agreement fees receivable from certain manufacturers also contributed 

$9 million to gross margin for the quarter.  

  •   Increased cost of oil, oil-related and other commodities decreased gross margin by $15 million.  

  
•   In the first quarter of fiscal 2010, we realized a one-time gain of $14 million as a result of the recognition of previously deferred 

intercompany revenue for sales to CareFusion.  



Table of Contents  

   

Distribution, Selling, General and Administrative Expenses (“SG&A”)  
   

Increased SG&A during the three months ended September 30, 2010 was primarily due to the net impact of acquisitions and divestitures 
($13 million) partially offset by expense efficiencies. Also included within SG&A for the three months ended September 30, 2010 were $2 
million of costs related to the Spin-Off.  

Segment Profit and Operating Earnings  
   

Segment Profit  

Pharmaceutical segment profit  

The principal drivers for the increase during the three months ended September 30, 2010 compared to the prior year period were generic 
pharmaceutical programs and branded margin growth, offset by pricing changes on renewed customer contracts. See gross margin section 
above for discussion of these items. Segment profit from bulk customers as a percentage of revenue from bulk customers increased by 11 basis 
points and segment profit from non-bulk customers as a percentage of revenue from non-bulk customers increased by 23 basis points compared 
to the full year fiscal 2010 percentage. Branded margin growth impacted segment profit from both bulk and non-bulk customers and the generic 
pharmaceutical programs primarily impacted segment profit from non-bulk customers.  

Medical segment profit  

A principal driver for the decrease during the three months ended September 30, 2010 compared to the prior year period was the 
increased cost of raw materials associated with commodity price movements. The decrease was also due to a one-time gain recognized in the 
prior year of previously deferred intercompany revenue for sales to CareFusion and the decline in sales as a result of an unusual flu season.  

Consolidated Operating Earnings  

In addition to revenue, gross margin and SG&A discussed above, operating earnings were impacted by the following:  
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Three Months  Ended  

September 30,   
(in millions, except growth rates)    Change     2010      2009   

SG&A       1 %    $ 591.9       $ 586.1    

     
Three Months Ended  

September 30,   
(in millions, except growth rates)    Change     2010     2009   

Pharmaceutical       42 %    $ 296.4      $ 208.4    
Medical       (28 )%      82.9        114.9    

       
  

      
  

      
  

Total Segment Profit       17 %      379.3        323.3    
Corporate       N.M.        (15.4 )      (83.4 )  

       
  

      
  

      
  

Consolidated Operating Earnings       52 %    $ 363.9      $ 239.9    

     
Three Months  Ended  

September 30,   
(in millions, except growth rates)    2010      2009   

Restructuring and employee severance     $ 1.8       $ 59.6    
Acquisition related costs       1.3         0.1    
Impairments and loss on sale of assets       1.9         23.6    
Litigation (credits)/charges, net       1.4         (0.5 )  
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First Quarter Fiscal 2010  
   

   

Earnings Before Income Taxes and Discontinued Operations  

In addition to items discussed above, earnings before income taxes and discontinued operations were impacted by the following:  
   

   

   

   

Provision for Income Taxes  

The following table summarizes our provision for income taxes as a percentage of pretax earnings from continuing operations (“effective 
tax rate”) for the three months ended September 30, 2010 and 2009:  
   

Ongoing Audits  

We are currently subject to ongoing IRS audits of fiscal years 2001 through 2007. We have received proposed adjustments from the IRS 
related to our transfer pricing arrangements between foreign and domestic subsidiaries and the transfer of intellectual property among 
subsidiaries of an acquired entity prior to its acquisition by us. The IRS proposed additional taxes of $598 million, excluding penalties and 
interest. If this tax ultimately must be paid, CareFusion is liable under the tax matters agreement for $462 million of the total amount. We 
disagree with these proposed adjustments and are vigorously contesting them, and we believe our reserves for these matters are adequate.  
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•   Restructuring and employee severance: During the three months ended September 30, 2009, restructuring and employee 

severance charges included $50 million of costs arising from the Spin-Off, including $19 million of costs related to the retirement 
of our former Chairman and Chief Executive Officer.  

  

•   Impairments and (gain)/loss on sale of assets: We recognized an impairment charge of $23 million in the three months ended 
September 30, 2009 related to the write-down of SpecialtyScripts, a business within our Pharmaceutical segment. We completed the 
sale of SpecialtyScripts during the third quarter of fiscal 2010, which resulted in a $4 million positive adjustment to the first quarter 
impairment charge.  

     
Three Months Ended  

September 30,   
(in millions, except growth rates)    Change     2010     2009   
Other income, net       N.M.      $ (7.5 )    $ (8.9 )  
Interest expense, net       (35 )%      22.0        33.9    
Loss on extinguishment of debt       N.M.        0.0        39.9    
Gain on sale of investment in CareFusion       N.M.        (74.8 )      0.0    

  
•   Interest expense, net: The decrease in interest expense, net was due to lower levels of debt in the current year period and the 

favorable impact of interest rate swaps.  

  
•   Loss on extinguishment of debt: In the prior year we recognized a pre-tax loss from the early retirement of debt in connection with 

the debt tender on September 27, 2009. See Note 8 of the “Notes to Consolidated Financial Statements” in our 2010 Form 10-K for 
further information regarding the debt tender.  

  
•   Gain on sale of CareFusion common stock: We recognized a $75 million gain from the sale of our remaining investment in 

CareFusion common stock during the three months ended September 30, 2010.  

     
Three Months Ended  

September 30,   
     2010 (1)     2009 (2)   
Effective tax rate       30.6 %      135.3 %  

  
(1) During the three months ended September 30, 2010, the effective tax rate was favorably impacted by $28 million, or 6.6 percentage 

points, attributable to recognizing no income tax expense on the sale of CareFusion stock due to the release of a previously established 
deferred tax valuation allowance. 

(2) During the three months ended September 30, 2009, the effective tax rate was impacted by an unfavorable adjustment of $172 million, or 
98.2 percentage points, attributable to earnings no longer indefinitely invested offshore. The effective tax rate was also adversely 
impacted by 1.7 percentage points due to the non-deductibility of certain costs related to the Spin-Off. 
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Liquidity and Capital Resources  

We currently believe that, based upon available capital resources (cash on hand), projected operating cash flow, and access to committed 
credit facilities, we have adequate access to capital resources to fund working capital needs, currently anticipated capital expenditures, business 
growth and expansion, contractual obligations, current and projected debt service requirements, dividends and share repurchases. During the 
three months ended September 30, 2010, we acquired P4 Healthcare with cash on hand. If we decide to engage in one or more additional 
acquisitions, depending on the size and timing of such transactions, we may need supplemental funding.  

Capital Resources  

Cash and Equivalents  

Our cash and equivalents balance was $2.7 billion as of September 30, 2010, compared to $2.8 billion as of June 30, 2010. At 
September 30, 2010, our cash and cash equivalents were held in cash depository accounts with major banks around the world or invested in 
high quality, short-term liquid investments. The decrease was primarily driven by acquisitions and share repurchases, offset by net cash 
provided by operating activities, which is primarily driven by net earnings and working capital, and the sale of our remaining investment in 
CareFusion.  

We use days sales outstanding (“DSO”), days inventory on hand (“DIOH”) and days payable outstanding (“DPO) to evaluate our 
working capital performance.  
   

The change in DPO during fiscal 2011 was largely driven by a previously disclosed change in payable terms with a supplier in our 
Pharmaceutical segment. Changes in working capital can vary significantly depending on factors such as the timing of inventory purchases, 
customer payments of accounts receivable, and payments to vendors in the regular course of business.  

The cash and equivalents balance at September 30, 2010 included $313 million of cash held by subsidiaries outside of the United States. 
Although the vast majority of this cash is available for repatriation, bringing the cash into the United States could trigger U.S. federal, state and 
local income tax obligations. As a U.S. parent company, we may temporarily access cash held by our foreign subsidiaries without becoming 
subject to U.S. federal income tax by entering into intercompany loans. The previously disclosed cash held by our foreign subsidiaries does not 
include intercompany loans of $845 million and $262 million from our foreign entities which are currently planned to be repaid by fiscal 2013 
and fiscal 2020, respectively.  

Credit Facilities and Commercial Paper  

Our sources of liquidity include a $1.5 billion revolving credit facility and a $950 million committed receivables sales facility program. 
We also have a commercial paper program of up to $1.5 billion, backed by the revolving credit facility. We had no outstanding borrowings 
from the commercial paper program and no outstanding balance under the committed receivables sales facility program as of September 30, 
2010. Our ability to access the commercial paper market is limited based on our current credit rating from Moody’s Investor Services.  

Our revolving credit facility and receivables sales facility program require us to maintain a consolidated interest coverage ratio as of any 
fiscal quarter end of at least 4-to-1 and a consolidated leverage ratio of no more than 3.25-to-1. As of September 30, 2010, we were in 
compliance with these financial covenants.  

Capital Expenditures  

Capital expenditures during the three months ended September 30, 2010 and 2009 of $62 million and $37 million, respectively, primarily 
related to information technology projects.  
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Three Months  Ended  

September 30,   
     2010      2009   

Days sales outstanding       19.9         20.1    
Days inventory on hand       23.8         23.1    
Days payable outstanding       35.4         33.8    
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Dividends  

On August 4, 2010, our board of directors approved the quarterly dividend of $0.195 per share, or $0.78 per share on an annualized basis, 
payable on October 15, 2010 to shareholders of record on October 1, 2010.  

Share Repurchases  

During the three months ended September 30, 2010, we repurchased approximately $250 million of our Common Shares which 
completed the authorized amount of share repurchases available under our share repurchase program in place at September 30, 2010. We 
funded the repurchases through available cash. In addition, $20 million shares repurchased during fiscal 2010 settled during the three months 
ended September 30, 2010. On November 3, 2010, our Board approved a new $750 million share repurchase program which expires 
November 30, 2013.  

Contractual Obligations  

There have been no material changes, outside of the ordinary course of business, in our outstanding contractual obligations since the end 
of fiscal 2010.  

Off-Balance Sheet Arrangements  

See “Liquidity and Capital Resources—Capital Resources” and Note 18 of “Notes to Consolidated Financial Statements” in our 2010 
Form 10-K, which is incorporated herein by reference, for a discussion of off-balance sheet arrangements. As discussed in Note 1 in the “Notes 
to Condensed Consolidated Financial Statements”, our committed receivables sales facility no longer qualifies as an off-balance sheet 
arrangement as a result of FASB guidance.  
   

25  



Table of Contents  

   

We believe that there has been no material change in the quantitative and qualitative market risks since the end of our 2010 fiscal year 
end.  

   

Evaluation of Disclosure Controls and Procedures  

We evaluated, with the participation of our principal executive officer and principal financial officer, the effectiveness of our disclosure 
controls and procedures (as defined in Rule 13a-15(e) under the Securities Exchange Act of 1934 (the “Exchange Act”)) as of September 30, 
2010. Based on this evaluation, the principal executive officer and principal financial officer have concluded that our disclosure controls and 
procedures were effective as of September 30, 2010 to provide reasonable assurance that information required to be disclosed in our reports 
under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC rules and forms and that 
such information is accumulated and communicated to management to allow timely decisions regarding required disclosure.  

Changes in Internal Control Over Financial Reporting  

There were no changes in our internal control over financial reporting during the quarter ended September 30, 2010, that have materially 
affected, or are reasonably likely to materially affect, our internal control over financial reporting.  

PART II. OTHER INFORMATION  
   

We become involved from time-to-time in litigation and regulatory matters incidental to our business, including governmental 
investigations, enforcement actions, personal injury claims, employment matters, commercial disputes, intellectual property matters, disputes 
regarding environmental clean-up costs, litigation in connection with acquisitions and divestitures, and other matters arising out of the normal 
conduct of our business.  

   

The risk factors in our 2010 Form 10-K include a risk factor titled “We may not be able to capture the full benefits from our minority 
investment in CareFusion” under the heading “Risks associated with the Spin-Off of CareFusion”. Because we disposed of our remaining 
shares of CareFusion stock during the quarter ended September 30, 2010, this risk factor is no longer applicable.  

The risks described in our 2010 Form 10-K and in this Form 10-Q are not the only risks that we face. You should carefully consider the 
information in this Form 10-Q and the risk factors and other risks discussed in our 2010 Form 10-K and our filings with the SEC since June 30, 
2010. These risks could materially and adversely affect our results of operations, financial condition, liquidity, and cash flows. Our businesses 
also could be affected by risks that we are not presently aware of or that we currently consider immaterial to our operations.  
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Item 3: Quantitative and Qualitative Disclosures about Market Risk 

Item 4: Controls and Procedures 

Item 1: Legal Proceedings 

Item 1A: Risk Factors 
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The following table provides information about purchases we made of our Common Shares during the three months ended September 30, 
2010:  

Issuer Purchases of Equity Securities  
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Item 2 Unregistered Sales of Equity Securities and Use of Proceeds 

Period    

Total Number 
 

of Shares  
Purchased (1)      

Average Price 
Paid per Share      

Total Number of 
Shares Purchased 

 
as Part of  
Publicly  

Announced  
Program (2)      

Approximate Dollar 
Value of Shares that 

May Yet Be  
Purchased Under the 

 
Program (2)   

July 1-31, 2010       4,324,879       $ 34.68         4,324,019       $ 100,000,000    
Aug. 1-31, 2010       3,399,017         31.26         3,197,800         0    
Sept. 1-30, 2010       171,589         31.79         0         0    

       
  

       
  

       
  

       
  

Total       7,895,485       $ 33.14         7,521,819       $ 0    
       

  

       

  

       

  

       

  

  
(1) Includes 136, 145 and 2,084 Common Shares purchased in July, August and September 2010, respectively, through a rabbi trust as 

investments of participants in our Deferred Compensation Plan. Also includes 724, 201,072 and 169,505 restricted shares surrendered in 
July, August and September 2010, respectively, by employees upon vesting to meet tax withholding. 

(2) During the three months ended September 30, 2010, we repurchased $250 million of our Common Shares ($150 million during July 2010 
and $100 million during August 2010) under our $500 million share repurchase program announced on August 5, 2009. As a result, we 
have exhausted the amount of share repurchases authorized under this program, and we will not repurchase any additional Common 
Shares under this program. On November 3, 2010, our Board approved a new $750 million share repurchase program which expires 
November 30, 2013. 
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Cardinal Health Website  

Cardinal Health uses its website as a channel of distribution for material information about us. Important information, including news releases, 
earnings and analyst presentations and financial information regarding Cardinal Health is routinely posted and accessible on the Investors page 
at www.cardinalhealth.com. In addition, Cardinal Health’s website allows investors and other interested persons to sign up to automatically 
receive email alerts when we post news releases, SEC filings and certain other information on our website.  
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Item 6: Exhibits 

Exhibit  
Number    Exhibit Description  

  3.1 
   

Amended and Restated Articles of Incorporation of Cardinal Health, Inc., as amended (incorporated by reference to Exhibit 3.1 
to the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2008, File No. 1-11373) 

  3.2 
   

Cardinal Health, Inc. Restated Code of Regulations, as amended (incorporated by reference to Exhibit 3.2 to the Company’s 
Current Report on Form 8-K filed on November 5, 2010, File No. 1-11373) 

  10.1    Third Amendment to Cardinal Health Deferred Compensation Plan, as amended and restated effective January 1, 2009 

  10.2 
   

Fifth Amendment, dated as of August 30, 2010, to the Third Amended and Restated Receivables Purchase Agreement, dated as 
of November 19, 2007 

  12.1    Computation of Ratio of Earnings to Fixed Charges 

  31.1    Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 

  31.2    Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 

  32.1 
   

Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the 
Sarbanes-Oxley Act of 2002 

  32.2 
   

Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the 
Sarbanes-Oxley Act of 2002 

  99.1    Statement Regarding Forward-Looking Information 

101.INS*    XBRL Instance Document 

101.SCH*    XBRL Taxonomy Extension Schema Document 

101.CAL*    XBRL Taxonomy Extension Calculation Linkbase Document 

101.DEF*    XBRL Taxonomy Definition Linkbase Document 

101.LAB*    XBRL Taxonomy Extension Label Linkbase Document 

101.PRE*    XBRL Taxonomy Extension Presentation Linkbase Document 

* XBRL (Extensible Business Reporting Language) information is furnished and not filed or a part of a registration statement or prospectus 
for purposes of Sections 11 or 12 of the Securities Act of 1933, is deemed not filed for purposes of Section 18 of the Securities Exchange 
Act of 1934, and otherwise is not subject to liability under these sections. 



Table of Contents  

SIGNATURES  

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf 
by the undersigned thereunto duly authorized.  
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  CARDINAL HEALTH, INC. 

Date: November 8, 2010    / S /    G EORGE S. B ARRETT          
    George S. Barrett 
    Chairman and Chief Executive Officer 

  / S /    J EFFREY W. H ENDERSON          
  Jeffrey W. Henderson 
  Chief Financial Officer 



   

Exhibit 10.1 

Cardinal Health  
Deferred Compensation Plan  

Amended and Restated Effective as of January 1, 2009  

Third Amendment  

Background Information  
   

   

   

   

   

Amendment of the Plan  

The Plan is hereby amended as follows, effective as of the dates set forth below:  
   

“(z) Total Disability . Occurs when a Participant is unable to engage in any substantial gainful activity and has qualified for benefits 
under the Company’s long term disability plan by reason of any medically determinable physical or mental impairment that can be 
expected to result in death or can be expected to last for a continuous period of not less than 12 months. A Participant shall also be 
deemed to be totally disabled if determined to be totally disabled by the Social Security Administration. The Company may require the 
Participant to submit to periodic medical examinations at the Participant’s expense to confirm the existence and continuation of a Total 
Disability.”  

   

“5.1 Distribution Timing . A Participant shall receive payment of the amounts credited to his Account upon his Separation from Service 
due to Retirement or  

A. Cardinal Health, Inc. (“Cardinal Health”) established and maintains the Cardinal Health Deferred Compensation Plan (the “Plan”) for the 
benefit of participants and their beneficiaries. 

B. The Financial Benefit Plans Committee (the “Committee”) oversees the administration of the Plan and is authorized to make certain 
amendments to provisions of the Plan in accordance with authority delegated by the Human Resources and Compensation Committee of 
the Board of Directors of Cardinal Health. 

C. The Committee desires to amend the Plan to permit for immediate payment on a Participant’s death or Total Disability, effective no 
sooner than one year after the adoption of this amendment, and to conform the definition of Total Disability to the standard used for the 
tax qualified retirement plan, effective upon signing, subject to compliance with the requirements of Section 409A of the Internal 
Revenue Code of 1986, as amended. 

D. The Committee also desires to amend the Plan, effective upon signing, to clarify that a separate payment election was made available 
with respect to deferrals under the Company’s Long Term Incentive Cash Program, as administered. 

E. Section 7.1 of the Plan permits the amendment of the Plan at any time. 

1. Section 1.1(z) of the Plan is hereby amended in its entirety to read as follows: 

2. Section 5.1 of the Plan is hereby amended in its entirety to read as follows: 



any other reason, or upon his death or Total Disability. The Participant will begin to receive the amount credited to his Account as of such 
date beginning on the first regular payment processing date to occur at least six months after the date of the Participant’s Separation from 
Service, death or Total Disability. The regular payment processing dates shall be the first business day coinciding with o next following 
January 15 and July 15 of each calendar year. If payment is to be made in a lump sum, it shall occur on the first regular payment 
processing date as described above. If payment is to be made in annual installments, it shall commence on such first regular payment 
processing date, with subsequent annual installments to occur on the same regular payment processing date each year thereafter until the 
Participant’s Account is distributed in full. Notwithstanding the foregoing, effective January 1, 2012, in the case of a Participant’s death 
or Total Disability before payment of the Participant’s Account has commenced, the Participant (or the Participant’s Beneficiaries) will 
receive or begin to receive the amount credited to his Account on the 15 of the month following notice to the record keeper for the Plan 
of the Participant’s death or Total Disability, or as soon as administratively practicable, but not more than 90 days, after the date of death 
or Total Disability. Payment of all such amounts will be made in accordance with the deferral election made under Section 5.5, which 
may provide for a different time or form of payment for distributions made upon death or Total Disability. In addition, effective as of 
January 1, 2009, in the case of the deferral of Performance-Based Compensation under the Long Term Incentive Cash Program, payment 
of all such amounts credited to a Participant’s Account will be made in accordance with the separate deferral election made for such 
amounts under Section 3.1, which may provide for a different time or form of payment from other amounts credited to the Participant’s 
Account.”  

   

   

   
2  

3. All other terms and provisions of the Plan shall remain unchanged. 

CARDINAL HEALTH, INC. 

By:   /s/ Kendell F. Sherrer  

Title:   VP Benefits  

Date:   10/12/10  

th 



   

Exhibit 10.2 

EXECUTION COPY 

FIFTH AMENDMENT  
TO THE  

THIRD AMENDED AND RESTATED RECEIVABLES PURCHASE AGREEMENT  

This FIFTH AMENDMENT TO THE THIRD AMENDED AND RESTATED RECEIVABLES PURCHASE AGREEMENT, dated as 
of August 30, 2010 (this “ Amendment ”), is entered into by and among:  

(i) CARDINAL HEALTH FUNDING, LLC, a Nevada limited liability company (the “ Seller ”);  

(ii) GRIFFIN CAPITAL, LLC, a Nevada limited liability company (“ Griffin ”);  

(iii) CARDINAL HEALTH 110, INC., a Delaware corporation (“ CH-110 ”);  

(iv) CARDINAL HEALTH 411, INC., an Ohio Corporation (“ CH-411 ”);  

(v) CARDINAL HEALTH, INC., an Ohio corporation (the “ Performance Guarantor ”);  

(vi) BANK OF AMERICA, N.A. (“ BofA ”), as a Financial Institution and as the Managing Agent for BofA’s Purchaser Group;  

(vii) WINDMILL FUNDING CORPORATION (“ Windmill ”), as a Conduit;  

(viii) THE ROYAL BANK OF SCOTLAND PLC (as successor to ABN AMRO Bank N.V.) (“ RBS ”), as the Related Financial 
Institution for Windmill and as the Managing Agent for Windmill’s Purchaser Group;  

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

(x) CREDIT AGRICOLE CORPORATE AND INVESTMENT BANK NEW YORK BRANCH (f/k/a Calyon New York Branch) (“ 
Credit Agricole”  ), as the Related Financial Institution for Atlantic and as the Managing Agent for Atlantic’s Purchaser Group;  

(xi) VICTORY RECEIVABLES CORPORATION (“ Victory ”), as a Conduit; and  

(xii) THE BANK OF TOKYO-MITSUBISHI UFJ, LTD., NEW YORK BRANCH (“ BTMUNY ”), as the Related Financial Institution 
for Victory, as Managing Agent for Victory’s Purchaser Group and as the Agent (in such capacity, the “ Agent ”).  

Capitalized terms used but not otherwise defined herein have the respective meanings assigned thereto in the Receivables Purchase 
Agreement (as defined below).  



   

PRELIMINARY STATEMENTS  

WHEREAS, the parties hereto (other than CH-110, CH-411 and the Performance Guarantor) are parties to that certain Third Amended 
and Restated Receivables Purchase Agreement, dated as of November 19, 2007 (as amended, supplemented or otherwise modified from time to 
time, the “ Receivables Purchase Agreement ”);  

WHEREAS, immediately prior to giving effect to this Amendment, Ranger Funding Company LLC (“ Ranger ”) assigned to BofA, and 
BofA assumed, all of Ranger’s rights and obligations under the Receivables Purchase Agreement and the other Transaction Documents;  

WHEREAS, in connection with the foregoing assignment and on the terms and subject to the conditions set forth herein, the parties to the 
Receivables Purchase Agreement desire to amend the Receivables Purchase Agreement as set forth in Section 1 below; and  

NOW, THEREFORE, for good and valuable consideration, the receipt and adequacy of which are hereby acknowledged, the parties 
hereto agree as follows:  

SECTION 1. Amendments to the Receivables Purchase Agreement .  

The Receivables Purchase Agreement is hereby amended as follows:  

(a) The definition of “ Applicable Margin ” set forth in Exhibit I of the Receivables Purchase Agreement is replaced in its entirety with 
the following:  

“ Applicable Margin ” means (A) with respect to any Incremental Purchase funded or maintained by any Financial Institution other 
than BofA, a per annum rate equal to 2.50% and (B) with respect to any Incremental Purchase funded or maintained by BofA, a per 
annum rate equal to 0.00%; provided , however , that at any time when 50% or more of the Incremental Purchases (determined based on 
outstanding Capital and excluding any outstanding Capital funded or maintained by BofA) are then being funded or maintained by 
Financial Institutions that are including the Applicable Margin specified in clause (A)  above in their calculations of the LIBO Rate for 
such Incremental Purchases, the Applicable Margin with respect to such Incremental Purchase shall be 2.50% at such time.  

(b) The definition of “ LIBO Rate ” set forth in Exhibit I of the Receivables Purchase Agreement is replaced in its entirety with the 
following:  

“ LIBO Rate ” means:  

(A) with respect to any Tranche Period and any Purchaser other than BofA, the sum of (i) (a) either (x) the interest rate per annum 
designated as LIBOR for the Related Financial Institution for a period of time comparable to such Tranche Period that appears on the 
Reuters Screen LIBOR01 Page (or on any successor or substitute page thereof, or any successor to or substitute for such service, 
providing rate quotations comparable to those currently provided on the Reuters Screen LIBOR01 Page, as determined by the related 
Managing Agent  
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from time to time for purposes of providing quotations of interest rates applicable to dollar deposits in the London interbank market) as of 
11:00 a.m. (London, England time) on the second Business Day preceding the first day of such Tranche Period or (y) if a rate cannot be 
determined under clause (x) above, a rate per annum equal to the average (for purposes of this clause (y), rounded upwards, if necessary, 
to the nearest one-hundredth of a percentage point) of the rates per annum at which deposits in U.S. dollars in the approximate amount to 
be funded at the LIBO Rate and having a maturity equal to such Tranche Period are offered to the principal London office of such 
Related Financial Institution by three London banks, selected by such Related Financial Institution in good faith, at about 11:00 a.m. 
London time on the second Business Day preceding the first day of such Tranche Period, divided by (b) one minus the maximum 
aggregate reserve requirement (including all basic, supplemental, marginal or other reserves) which is imposed against such Related 
Financial Institution in respect of Eurocurrency liabilities, as defined in Regulation D of the Board of Governors of the Federal Reserve 
System as in effect from time to time (expressed as a decimal), applicable to such Tranche Period, plus (ii) the Applicable Margin; and  

(B) with respect to any day during any Tranche Period and solely with respect to BofA, the sum of (i) (a) either (x) the interest rate 
per annum designated as LIBOR for BofA for a period of one month that appears on the Reuters Screen LIBOR01 Page (or on any 
successor or substitute page thereof, or any successor to or substitute for such service, providing rate quotations comparable to those 
currently provided on the Reuters Screen LIBOR01 Page, as determined by BofA from time to time for purposes of providing quotations 
of interest rates applicable to dollar deposits in the London interbank market) on such day or (y) if a rate cannot be determined under 
clause (x) above, a rate per annum equal to the average (for purposes of this clause (y), rounded upwards, if necessary, to the nearest one-
hundredth of a percentage point) of the rates per annum at which deposits in U.S. dollars in the approximate amount to be funded at the 
LIBO Rate and having a maturity equal to one month are offered to the principal London office of BofA by three London banks, selected 
by BofA in good faith on such day, divided by (b) one minus the maximum aggregate reserve requirement (including all basic, 
supplemental, marginal or other reserves) which is imposed against BofA in respect of Eurocurrency liabilities, as defined in Regulation 
D of the Board of Governors of the Federal Reserve System as in effect from time to time (expressed as a decimal), applicable to such 
Tranche Period, plus (ii) the Applicable Margin.  

In either case, the LIBO Rate shall be rounded, if necessary, to the next higher / 16 of 1%.  

SECTION 2. Representations and Warranties .  

On the date hereof, each Cardinal Entity and the Performance Guarantor hereby represents and warrants (as to itself) to the Purchasers, 
the Managing Agents, the Agent and, in the case of the representations and warranties made by the Performance Guarantor, the Seller that:  

(a) after giving effect to this Amendment, no event or condition has occurred and is continuing which constitutes an Amortization Event 
or Potential Amortization Event or Termination Event (as defined in the Receivables Sale Agreement) or Potential Termination Event (as 
defined in the Receivables Sale Agreement);  
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(b) after giving effect to this Amendment, the representations and warranties of such Person set forth in the Receivables Purchase 
Agreement and each other Transaction Document to which such Person is a party are true and correct as of the date hereof, as though made on 
and as of such date (except to the extent such representations and warranties relate solely to an earlier date and then as of such earlier date); and 

(c) this Amendment constitutes the valid and binding obligation of such Person, enforceable against such Person in accordance with its 
terms.  

SECTION 3. Conditions to Effectiveness . This Amendment shall become effective as of the date hereof upon receipt by the Agent of 
counterparts of this Amendment, duly executed by each of the parties hereto.  

SECTION 4. Expenses .  

Notwithstanding Section 10.3 of the Receivables Purchase Agreement, BofA agrees to pay (or cause to be paid), the expenses of Mayer 
Brown LLP incurred by the Agent, Conduits, Managing Agents and Financial Institutions in connection with this Amendment and the 
transactions contemplated hereby.  

SECTION 5. Counterparts; Delivery .  

This Amendment may be executed in any number of counterparts and by different parties on separate counterparts, and each counterpart 
shall be deemed to be an original, and all such counterparts shall together constitute but one and the same instrument. Delivery of an executed 
counterpart of a signature page to this Amendment by facsimile or other electronic means shall be effective as delivery of a manually executed 
counterpart of this Amendment.  

SECTION 6. Effect of Amendment; Ratification .  

Except as specifically amended hereby, the Receivables Purchase Agreement and the other Transaction Documents are hereby ratified 
and confirmed in all respects, and all of its provisions shall remain in full force and effect. After this Amendment becomes effective, all 
references in the Transaction Documents to the Receivables Purchase Agreement, the Receivables Sale Agreement, the Griffin RPAs and the 
Performance Guaranty shall be deemed to be references to such agreements as amended hereby. This Amendment shall not be deemed to 
expressly or impliedly waive, amend, or supplement any provision of any Transaction Document other than as specifically set forth herein.  
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SECTION 7. ACKNOWLEDGEMENT .  

The parties hereto acknowledge and agree that, effective from and after the date hereof, (i) Ranger shall cease to be a party to the 
Receivables Purchase Agreement, (ii) BofA’s Purchaser Group shall consist solely of BofA, as the Financial Institution and Managing Agent of 
such Purchaser Group, and such Purchaser Group shall not include a Conduit, (iii) all Incremental Purchases funded or maintained by, and all 
Purchaser Interests held by, BofA’s Purchaser Group shall be funded and maintained by BofA, as a Financial Institution, and shall accrue 
Yield, rather than CP Costs.  

SECTION 8. GOVERNING LAW .  

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

SECTION 9. Section Headings .  

The various headings of this Amendment are inserted for convenience only and shall not affect the meaning or interpretation of this 
Amendment or the Receivables Purchase Agreement or any provision hereof or thereof.  

[Signatures pages follow.]  
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IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be executed by their respective officers thereunto duly 
authorized, as of the date first above written.  
   

   

CARDINAL HEALTH FUNDING, LLC 

By:   /s/ Lloyd G. Fort  
Name:   Lloyd G. Fort 
Title:   President 

GRIFFIN CAPITAL, LLC, 

By:   /s/ Lloyd G. Fort  
Name:   Lloyd G. Fort 
Title:   President 

CARDINAL HEALTH 110, INC. 

By:   /s/ Jorge M. Gomez  
Name:   Jorge M. Gomez 
Title:   Senior Vice President & Treasurer 

CARDINAL HEALTH 411, INC. 

By:   /s/ Jorge M. Gomez  
Name:   Jorge M. Gomez 
Title:   Senior Vice President & Treasurer 

CARDINAL HEALTH, INC. 

By:   /s/ Jorge M. Gomez  
Name:   Jorge M. Gomez 
Title:   Senior Vice President & Treasurer 
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BANK OF AMERICA, N.A., 
as a Financial Institution 

By:   /s/ Nina Austin  
Name:   Nina Austin 
Title:   Vice President 

BANK OF AMERICA, N.A.,  
as Managing Agent for BofA’s Purchaser Group  

By:   /s/ Nina Austin  
Name:   Nina Austin 
Title:   Vice President 
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WINDMILL FUNDING CORPORATION, 
as a Conduit 

By:   /s/ Jill A. Russo  
Name:   Jill A. Russo 
Title:   Vice President 

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

  By:   RBS Securities Inc., as agent 

By:   /s/ David Viney  
Name:   David Viney 
Title:   Managing Director 

THE ROYAL BANK OF SCOTLAND PLC,  
as Managing Agent for Windmill’ s Purchaser Group  

  By:   RBS Securities Inc., as agent 

By:   /s/ David Viney  
Name:   David Viney 
Title:   Managing Director 
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ATLANTIC ASSET SECURITIZATION LLC, 
as a Conduit 

By:   /s/ Sam Pilcer  
Name:   Sam Pilcer 
Title:   Managing Director 

By:   /s/ Richard McBride  
Name:   Richard McBride 
Title:   Director 

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

By:   /s/ Sam Pilcer  
Name:   Sam Pilcer 
Title:   Managing Director 

By:   /s/ Richard McBride  
Name:   Richard McBride 
Title:   Director 

CREDIT AGRICOLE CORPORATE AND 
INVESTMENT BANK NEW YORK BRANCH,  
as Managing Agent for Atlantic’s Purchaser Group  

By:   /s/ Sam Pilcer  
Name:   Sam Pilcer 
Title:   Managing Director 

By:   /s/ Richard McBride  
Name:   Richard McBride 
Title:   Director 
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VICTORY RECEIVABLES CORPORATION, 
as a Conduit 

By:   /s/ Frank B. Bilotta  
Name:   Frank B. Bilotta 
Title:   President 

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

By:   /s/ Victor Pierzchalski  
Name:   Victor Pierzchalski 
Title:   Authorized Signatory 

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

By:   /s/ Hideo Tanaka  
Name:   Hideo Tanaka 
Title:   SVP & Group Head 

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

By:   /s/ Hideo Tanaka  
Name:   Hideo Tanaka 
Title:   SVP & Group Head 
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Exhibit 12.1 

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

   

       Fiscal Year Ended June 30,     
For the Three  

Months Ended,  
September 30, 2010   (in millions, except for ratios)    2006     2007     2008     2009     2010     

Earnings before income taxes and discontinued operations     $ 1,316.3      $ 815.3      $ 1,295.1      $ 1,159.8      $ 1,211.6      $ 424.2    
Plus fixed charges:               

Interest expense       102.5        108.2        143.4        118.4        125.5        22.6    
Capitalized interest       4.1        10.5        13.5        5.1        2.9        1.4    
Amortization of debt offering costs       3.4        7.4        3.5        3.8        9.9        0.5    
Interest portion of rent expense       16.8        15.6        12.2        11.1        6.0        1.7    

       
  

      
  

      
  

      
  

      
  

      
  

Fixed charges       126.8        141.7        172.6        138.4        144.3        26.2    

Plus amortization of capitalized interest       2.9        1.3        1.5        2.5        6.5        1.5    
Less capitalized interest       (4.1 )      (10.5 )      (13.5 )      (5.1 )      (2.9 )      (1.4 )  

       
  

      
  

      
  

      
  

      
  

      
  

Earnings     $ 1,441.9      $ 947.8      $ 1,455.7      $ 1,295.6      $ 1,359.5      $ 450.5    
       

  

      

  

      

  

      

  

      

  

      

  

Ratio of earnings to fixed charges       11.4        6.7        8.4        9.4        9.4        17.2    

The ratio of earnings to fixed charges is computed by dividing fixed charges into earnings before income taxes and discontinued 
operations plus fixed charges and capitalized interest. Fixed charges include interest expense, amortization of debt offering costs and the 
portion of rent expense which is deemed to be representative of the interest factor. Interest expense recorded on tax exposures has been 
recorded in income tax expense and has therefore been excluded from the calculation.  

(1) 

(1) 



   

Exhibit 31.1 

I, George S. Barrett, certify that:  
   

   

   

   

   

   

   

   

   

   

   

Dated: November 8, 2010  
   

  1. I have reviewed this Form 10-Q of Cardinal Health, Inc.; 

  
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 

necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with 
respect to the period covered by this report; 

  
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 

material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in 
this report; 

  
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures 

(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange 
Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

  

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed 
under our supervision, to ensure that material information relating to the registrant, including its consolidated 
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is 
being prepared; 

  
b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 

designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of financial statements for external purposes in accordance with generally accepted accounting principles; 

  
c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by 
this report based on such evaluation; and 

  

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

  
5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over 

financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing 
the equivalent functions): 

  
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial 

reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and 
report financial information; and 

  
b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the 

registrant’s internal control over financial reporting. 

/s/ George S. Barrett  
George S. Barrett 
Chairman and Chief Executive Officer 



Exhibit 31.2 

I, Jeffrey W. Henderson, certify that:  
   

   

   

   

   

   

   

   

   

   

   

Dated: November 8, 2010  
   

  1. I have reviewed this Form 10-Q of Cardinal Health, Inc.; 

  
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 

necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with 
respect to the period covered by this report; 

  
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 

material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in 
this report; 

  
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures 

(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange 
Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

  

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed 
under our supervision, to ensure that material information relating to the registrant, including its consolidated 
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is 
being prepared; 

  
b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 

designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of financial statements for external purposes in accordance with generally accepted accounting principles; 

  
c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by 
this report based on such evaluation; and 

  

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

  
5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over 

financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing 
the equivalent functions): 

  
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial 

reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and 
report financial information; and 

  
b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the 

registrant’s internal control over financial reporting. 

/s/ Jeffrey W. Henderson  
Jeffrey W. Henderson 
Chief Financial Officer 



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 of 2002  

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

   

Dated: November 8, 2010  
   

(1) the Quarterly Report on Form 10-Q for the quarter ended September 30, 2010 containing the financial statements of the Company (the 
“Periodic Report”), which this statement accompanies, fully complies with the requirements of Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934 (15 U.S.C. 78m or 78o(d)); and 

(2) the information contained in the Periodic Report fairly presents, in all material respects, the financial condition and results of operations 
of the Company. 

/s/ George S. Barrett  
George S. Barrett 
Chairman and Chief Executive Officer 



   

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 of 2002  

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

   

Dated: November 8, 2010  
   

(1) the Quarterly Report on Form 10-Q for the quarter ended September 30, 2010 containing the financial statements of the Company (the 
“Periodic Report”), which this statement accompanies, fully complies with the requirements of Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934 (15 U.S.C. 78m or 78o(d)); and 

(2) the information contained in the Periodic Report fairly presents, in all material respects, the financial condition and results of operations 
of the Company. 

/s/ Jeffrey W. Henderson  
Jeffrey W. Henderson 
Chief Financial Officer 



   

Exhibit 99.1 

STATEMENT REGARDING FORWARD-LOOKING INFORMATION  

As used in this exhibit, “Cardinal Health,” the “Company,” “we,” “our,” “us” and similar pronouns refer to Cardinal Health, Inc. and its 
subsidiaries, unless the context requires otherwise. Our filings with the Securities and Exchange Commission, including our Annual Report on 
Form 10-K for the fiscal year ended June 30, 2010 (the “2010 Form 10-K”), our Annual Report to Shareholders, any quarterly report on Form 
10-Q or any of our current reports on Form 8-K (along with any exhibits to such reports as well as any amendments to such reports), our press 
releases, or any other written or oral statements made by or on behalf of us, may include directly or by incorporation by reference forward-
looking statements which reflect our current view (as of the date such forward-looking statement is first made) with respect to future events, 
prospects, projections or financial performance. The matters discussed in these forward-looking statements are subject to certain risks and 
uncertainties that could cause actual results to differ materially from those projected, anticipated or implied in or by such statements. These 
risks and uncertainties include, but are not limited to:  
   

   

   

   

   

   

   

   

   

   

   

   

   

   

   

   

   

   

   

   

  •   competitive pressures in the markets in which we operate, including pricing pressures;  

  
•   increasing consolidation in the healthcare industry, which could give the resulting enterprises greater bargaining power and may 

increase pressure on prices for our products and services;  
  •   uncertainties due to government healthcare reform, including the impact of the recently enacted health care reform legislation;  

  
•   legislative changes to the prescription drug reimbursement formula and related reporting requirements for generic pharmaceuticals 

under Medicaid;  
  •   the loss of or material reduction in purchases by, or default by one or more key customers;  
  •   the loss of, or default by, one or more key suppliers for which alternative suppliers may not be readily available;  
  •   unfavorable changes to the terms of key customer or supplier relationships, or changes in customer mix;  

  
•   changes in manufacturers’ pricing, selling, inventory, distribution or supply policies or practices, including policies concerning 

price appreciation;  
  •   changes in hospital buying groups or hospital buying practices;  

  
•   changes in the frequency or magnitude of branded pharmaceutical price appreciation or generic pharmaceutical price deflation, 

restrictions in the amount of inventory available to us, or changes in the timing of generic launches or the introduction of branded 
pharmaceuticals;  

  •   uncertainties relating to market conditions for pharmaceuticals;  
  •   uncertainties relating to demand for our products and services;  

  
•   changes in the distribution or outsourcing pattern for pharmaceutical and medical/surgical products and services, including an 

increase in direct distribution;  

  
•   the costs, difficulties and uncertainties related to the integration of acquired businesses, including liabilities related to the operations 

or activities of such businesses prior to their acquisition;  

  
•   our ability to successfully integrate and grow acquired businesses, including our ability to achieve the expected benefits from the 

acquisition of P4 Healthcare;  

  
•   uncertainties related to any divestitures, including difficulties in finding buyers or alternative exit strategies at acceptable prices and 

terms and in a timely manner;  
  •   our ability to introduce and market new products and our ability to keep pace with advances in technology;  

  
•   changes in laws and regulations or in the interpretation or application of laws or regulations, as well as possible failures to comply 

with applicable laws or regulations as a result of possible misinterpretations or misapplications;  
  •   the continued financial viability and success of our customers, suppliers and franchisees;  

  

•   actions of regulatory bodies and other governmental authorities, including the U.S. Drug Enforcement Administration, the U.S. 
Food and Drug Administration, the U.S. Nuclear Regulatory Commission, the U.S. Department of Health and Human Services, 
various state boards of pharmacy, state health departments, and state insurance departments or comparable agencies that could 
delay, limit or suspend product development, manufacturing, distribution or sales or result in warning letters, recalls, seizures, 
injunctions and monetary sanctions;  



   

   

   

   

   

   

   

   

   

   

   

   

The words “expect,” “anticipate,” “intend,” “plan,” “believe,” “will,” “should,” “could,” “would,” “pr oject,” “continue,” and similar 
expressions generally identify “forward-looking statements,” which speak only as of the date the statement was made, and also include 
statements reflecting future results or guidance, statements of outlook and tax accruals. We undertake no obligation to update or revise any 
forward-looking statements, except to the extent required by applicable law.  

  
•   costs or claims resulting from potential errors or defects in our manufacturing, compounding, repackaging, information systems or 

pharmacy management services that may injure persons or damage property or operations, including costs from remediation efforts 
or recalls;  

  •   the results, costs, effects or timing of any commercial disputes, patent infringement claims, or other legal proceedings;  
  •   the costs, effects, timing or success of restructuring programs or plans;  

  
•   increased costs for commodities used in the Medical segment including various components, compounds, raw materials or energy 

such as oil, oil-related and other commodities;  

  
•   shortages in commodities, components, compounds, raw materials or energy used by our businesses, including supply disruptions 

of radioisotopes;  
  •   the risks of counterfeit products in the supply chain;  

  
•   risks associated with global operations, including the effect of local economic environments, inflation, recession, currency volatility 

and global competition, in addition to risks associated with compliance with U.S and international laws relating to global 
operations;  

  
•   difficulties or delays in the development, production, manufacturing, sourcing and marketing of new or existing products and 

services, including difficulties or delays associated with obtaining requisite regulatory consents or approvals associated with those 
activities;  

  •   disruption or damage to or failure of our information or controls systems;  
  •   uncertainties relating to general political, business, industry, regulatory and market conditions;  

  
•   risks associated with the spin-off of CareFusion Corporation (“CareFusion”), including risks of non-performance under spin-off 

agreements, and risks relating to adverse tax consequences to us and/or our shareholders;  
  •   other factors described in “ Item 1A: Risk Factors”  of the Form 10-Q for the period ended September 30, 2010.  


