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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K/A

CURRENT REPORT
(Amendment No. 1)

Pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934

Date of Report (Date of earliest event reported): Agust 2, 2011

Cardinal Health, Inc.

(Exact name of registrant as specified in its chaer)

Ohio 1-11373 31-095866¢

(State or other jurisdiction of (Commission File Number) (IRS Employer Identification Number)
incorporation)

7000 Cardinal Place, Dublin, Ohio 43017
(Address of principal executive offices) (Zip Code)

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

Check the appropriate box below if the Form 8-lif{lis intended to simultaneously satisfy the §jlimbligation of the registrant under

any of the following provisions_(_ségeneral Instruction A.2. below):

O

OoOoao

Written communications pursuant to Rule 425 unberSecurities Act (17 CFR 230.4z2
Soliciting material pursuant to Rule -12 under the Exchange Act (17 CFR 240-12)
Pre-commencement communications pursuant to Rul-2(b) under the Exchange Act (17 CFR 240-2(b))
Pre-commencement communications pursuant to Rul-4(c) under the Exchange Act (17 CFR 240-4(c))




Explanatory Note

Pursuant to Instruction 2 to Iltem 5.02 of Form 84{s Current Report on FormKA amends and supplements the information rep:
in Item 5.02(d) to the Current Report on Form 8dfedl August 2, 2011 (filed August 4, 2011) regagdhre election of David P. King to the
Board of Directors (the “Board) of Cardinal Healtihc. (the “Company”). This Current Report on FABAK/A also reports new information
under Items 5.02(e), 5.07, 8.01 and 9.01 of Fork 8-

Item 5.02 Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory
Arrangements of Certain Officers

(d)
On November 2, 2011, the Board appointed DavidiRg ko serve on the Audit Committee of the Board.pheviously disclosed,
Mr. King was elected a director, effective Septenthe2011, by the Board on August 3, 2011.

(e)
Description of 2011 Lor-Term Incentive Plan

On November 2, 2011, the Company held its 2011 Ahkleeting of Shareholders (the “Annual Meeting'Wdich the Company’s
shareholders approved the Cardinal Health, Inc12@hg-Term Incentive Plan (the “2011 LTIP”). Undke 2011 LTIP, 30,000,000 of
Cardinal Health’s common shares, without par vél&hares”), as well as any Shares that becomeablaibs a result of the forfeiture,
expiration, or cash settlement of awards, or Shaitdeld to meet tax liabilities arising from awlarother than stock options or stock
appreciation rights, previously granted under déem¢her equity plans of the Company, are availéegrants to employees of the Company
and its affiliates, including executive officerstbe Company. The Board approved the 2011 LTIPepte3nber 6, 2011.

The material features of the 2011 LTIP are desdringhe Company'’s definitive proxy statement foe Annual Meeting filed on
September 14, 2011 (the “Proxy Statement”) in #ratisn entitled “Proposal No. 3—Approval of the Giaal Health, Inc. 2011 Long-Term
Incentive Plan,” which description is filed herelwas Exhibit 99.1 and incorporated herein by refege The description of the 2011 LTIP is
qualified in its entirety by reference to the cagythe 2011 LTIP filed herewith as Exhibit 10.1.

Description of Award Agreements under the 2011 FTerm Incentive Plan

On November 1, 2011, the Human Resources and Caapen Committee of the Board (the “Committee”) imqmed forms of non-
qualified stock option (“NQSQ"), restricted shamty(*RSU") and performance share unit (“PSU") agmeents (collectively, the
“Agreements”) that set forth the terms of NQSOsPR&Nd PSUs that may be granted under the 2011 LTIP

Except as described below and subject to the tefrtie 2011 LTIP, the Agreements are substantthllysame as the form of awards
agreements for corresponding awards that were wsger the Cardinal Health, Inc. 2005 Long-Term inise Plan. The vesting terms of
NQSOs and RSUs and the performance conditions @stihg terms for PSUs will be established by then@idttee from time to time. Unds
the PSU Agreement, PSUs will be settled following &nd of a performance period by the issuancenafidber of Shares, which may be a
fraction or multiple of the target number of PSubjsct to an award, based on the achievement &drpesince goals established by the
Committee. For designated employees, the Comnatszemay establish an additional performance @oiteor criteria in order to provide for
the deductibility of such awards under Section f§2¢f the Internal Revenue Code of 1986.

Each of the Agreements provides for full vestingofaward if an awardee dies or is disabled at &asnonths after the grant date and
pro-rata vesting of an award if the awardee retitdeast six months after the grant date. The rurabPSUs that vest upon death, disability
or retirement is based in each case on actualipeafice during the full performance period. In tkierg of a change of control, the 2011 L
provides for “double-trigger” vesting, under whittte vesting of awards generally will acceleraterupa@hange of control only if there is a
qualifying termination within two years after thieamge of control, or if the surviving entity doext provide qualifying replacement awards.
Under the PSU Agreement, in the event of a chahgerdrol prior to a payment date, the plan adntiater will determine the payout level
based on: (i) actual performance through a date pyithe change of control; and (ii) the expegiedformance for the remainder of the
performance periot



Under each of the Agreements, the Company hasutherity to require repayment, or to subject outdiag awards to forfeiture, in
certain instances of misconduct. In addition, eafdihne Agreements will be administered in complemgth the clawback provisions of the
Dodd-Frank Wall Street Reform and Consumer Praiadiict. The plan administrator also may, in itscdi$ion, require repayment if the
amount of the award was calculated based uponcthievement of financial results that were subsetiyéime subject of a restatement of the
Company’s financial statements, the awardee engagaisconduct that caused or contributed to thedrfer such restatement, and the
amount payable to the awardee would have been lthaarthe amount actually paid to the awardee hadinancial results been properly
reported.

The foregoing summary is qualified in its entirbtyreference to the forms of NQSO, RSU and PSU éments filed as Exhibits 10.2,
10.3 and 10.4, respectively, to this report.

Item 5.07 Submission of Matters to a Vote of Security Holder:
As discussed above, the Company held its Annuakifgen November 2, 2011. For more information loa fiollowing proposals, see
the Proxy Statement, the relevant portions of whighincorporated herein by reference.

The shareholders elected the 12 nominees to thedBeach to serve until the 2012 annual meetinguantiti his or her successor is duly
elected and qualified, and voted as follows:

Broker Non-

Director For Against Abstained Votes

Colleen F. Arnolc 267,792,86¢ 10,642,902 206,55C 28,684,76¢
George S. Barre 272,665,83( 5,750,68¢ 225,807 28,684,76¢
Glenn A. Britt 272,758,18¢ 5,669,01: 215,12C 28,684,76¢
Carrie S. Co 274,387,90¢ 4,045,161 209,254 28,684,76¢
Calvin Darder 274,130,39: 4,312,661 199,267 28,684,76¢
Bruce L. Downey 277,316,66¢ 1,116,43¢ 209,21¢€ 28,684,76¢
John F. Finr 273,811,13¢ 4,615,56¢ 215,617 28,684,76¢
Gregory B. Kenny 272,253,43¢ 6,146,52¢ 242,355 28,684,76¢
David P. King 277,603,20¢ 824,66: 214,453 28,684,76¢
Richard C. Notebae 270,639,38: 7,780,82¢ 222,111 28,684,76¢
David W. Raisbecl 274,048,32: 4,392,38 201,607 28,684,76¢
Jean G. Spaulding, M.I 274,117,37: 4,327,05¢ 197,891 28,684,76¢

The shareholders ratified the appointment of E€n¥bung LLP as the Company'independent registered public accounting firntlie
fiscal year ending June 30, 2012, and voted as\ist|

For 304,324,58:
Against 2,788,81(
Abstained 213,69¢
Broker Nor-Votes (

The shareholders approved the Cardinal Health,20t1 Long-Term Incentive Plan, and voted as fadow

For 254,423,46(
Against 23,457,58:
Abstained 761,28(
Broker Nor-Votes 28,684,76¢

The shareholders approved, on a non-binding advisasis, the compensation of the Company’s namedutixve officers, and voted as
follows:

For 247,537,96:
Against 30,186,31:
Abstained 918,04¢

Broker Nor-Votes 28,684,76¢



The shareholders voted, on a non-binding advisasyshto hold future advisory votes on executivagensation every year as follows:

1 Year 222,676,50¢
2 Years 630,08¢
3 Years 55,030,911+
Abstained 304,81:
Broker Nor-Votes 28,684,76¢

Based on the Boars'recommendation in the Proxy Statement and thegroésults with respect to the advisory vote anftequency o
future advisory votes on executive compensationbmpany has adopted a policy to hold an advigoty on executive compensation
annually.

The shareholders did not approve the shareholdgogal regarding an amendment to the Restated &fdRiegulations to require that
the Chairman of the Board be an independent direatal voted as follows:

For 61,231,83¢
Against 217,019,70¢
Abstained 390,77¢
Broker Nor-Votes 28,684,76¢

Item 8.01 Other Events

On August 4, 2011, the Company announced that bemgjrin fiscal 2012 it would use a new measureegfsent profit that excludes
amortization of acquisition-related intangible assi connection therewith, Exhibit 99.2 to théport reflects for all periods presented in the
Company’s Annual Report on Form 10-K for the fisgahr ended June 30, 2011 (the “2011 Form 10-K® following reclassifications and
changes that occurred in the quarter ended Septe36ha2011:

» the reclassification of amortization of acquisitimiated intangible assets from distribution, selligeneral and administrative
expenses to acquisition-related costs on the Cinlagetl Statements of Earnings for the fiscal yeaded June 30, 2011, 2010 and
2009; anc

» the exclusion of amortization of acquisition-rethtetangible assets from segment profit reportelieim 1 of Part | “Businessind
in Note 16 of*Notes to Consolidated Financial Statem” in Iltem 8 of Part Il of the 2011 Form -K.

As required by applicable accounting standardsCivapany’s Quarterly Report on Form 10-Q for the¢hmonths ended
September 30, 2011 (the “September 30, 2011 For@"1@nd the unaudited condensed consolidated iaastatements included in that
filing reflect this reclassification and changelie Company’s reportable segments, including rsiflaation of all comparative prior period
information.

Iltem 9.01: Financial Statements and Exhibits
(d) Exhibits

Item 1 of Part | and ltems 7 and 8 of Part Il af 2011 Form 10-K, updated to reflect the changdsaciassifications described above,
are being filed as Exhibit 99.2 to this report ane hereby incorporated by reference herein. Nostef the 2011 Form 10-K other than those
identified above are being revised by this redaformation in the 2011 Form 10-K is generally sthis of June 30, 2011. This report does
not reflect any subsequent information or everteiothan the reclassifications described aboves fdport does not update any forward-
looking statements in the “Management’s Discussiot Analysis of Financial Condition and Result©gpkrations” contained in the 2011
Form 10-K. More current information is containedhie September 30, 2011 Form 10-Q and our othirgéilwith the U.S. Securities and
Exchange Commission for periods and events ocauaiter June 30, 2011. This report should be reagnjunction with the 2011 Form 10-
K, the September 30, 2011 Form 10-Q and our otlieg$ with the U.S. Securities and Exchange Corsioisfor periods and events
occurring after June 30, 201
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SIGNATURES

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

Cardinal Health, Inc
(Registrant’

Date: November 4, 2011 By: /s/ STuarTG.LAws

Name Stuart G. Laws
Title: Senior Vice President anc
Chief Accounting Officer
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2.

Exhibit 10.1

Cardinal Health, Inc.
2011 Long-Term Incentive Plan

Purpose of the Plan

The purpose of the Plan is to align with the ird&sef shareholders the compensation of key peedavimose long-term employment is
considered essential to the Company’s continuedrpss and, thereby, encourage such personnel ito thet shareholders’ interest and share
in the Company'’s success. The Plan also is intetaladsist the Company in the recruitment of newleyees.

Definitions.

As used herein, the following definitions apply:

(@)
(b)
(©
(d)

(€)

(f)
(9)

(h)
(i)

“2005 Plar’ means the Cardinal Health, Inc. 2005 Long-Termunitige Plan, as amended and restated as of Novesn 2608,
as further amended. No awards may be granted tinel@005 Plan following the effective date of tharP?

“ Administrator ” means the Board, any Committee, or such delegms@say be administering the Plan in accordande wit
Section 4 of the Pla

“ Affiliate ” means any Subsidiary or other entity that isatigeor indirectly controlled by the Company or agmtity in which
the Company has a significant ownership interestedsrmined by the Administratc

“ Applicable Law " means the requirements relating to the administmaof incentive plans under U.S. federal andestaivs,
any stock exchange or quotation system on whiclCtirapany has listed or submitted for quotationGeenmon Shares to the
extent provided under the terms of the Company'e@gent with such exchange or quotation system,vaitid respect to
Awards subject to the laws of any foreign jurisidiotwhere Awards are, or will be, granted underRkan, the laws of such
jurisdiction.

“Award " means a Cash Award, Stock Award, Option, Stockr&piation Right, or Other Stock-Based Award grerite
accordance with the terms of the PI

“ Awardee” means an Employee who has been granted an Awast thelPlan

“ Award Agreement” means a Cash Award Agreement, Stock Award Agregnt@ption Agreement, Stock Appreciation
Right Agreement, and/or Other Stock-Based Awardeggrent, which may be in written or electronic fotnrasuch form and
with such terms as may be specified by the Adnriaist, evidencing the terms and conditions of aividual Award. Each
Award Agreement is subject to the terms and comnitiof the Plar

“ Board " means the Board of Directors of the Comps

“ Cash Award” means a bonus opportunity awarded under Secoof the Plan pursuant to which a Participant magome
entitled to receive an amount based on the satiisfacf such performance criteria as are specifietie agreement or, if no
agreement is entered into with respect to the @a#rd, other documents evidencing the Award (thasiCAward
Agreemer”).



0)

“ Change of Control” means any of the following

(i)

(ii)

(iii)

the acquisition by any individual, entity orogip (within the meaning of Section 13(d)(3) or 14Z) of the Exchange
Act) (a “Person”) of beneficial ownership (within meaning of Rule 13d-3 promulgated under the &xgé Act) of
30% or more of either (A) the then outstanding CamrBhares of the Company (the “Outstanding Company
Common Shares™pr (B) the combined voting power of the then outdtag voting securities of the Company enti
to vote generally in the election of Directors (tritstanding Company Voting Securities”); providédwever, that
for purposes of this subsection (i), the followangfuisitions do not constitute a Change of Congkbly any
acquisition directly from the Company or any cogdam controlled by the Company; (X) any acquisithy the
Company or any corporation controlled by the Conypé¥i) any acquisition by any employee benefit planrelated
trust) sponsored or maintained by the Company wrcanporation controlled by the Company; or (Z) awguisition
by any corporation that is a N-Control Acquisition (as defined in subsection (@fthis Section 2(j)); o

during any period of two consecutive yeargliiduals who, as of the beginning of such two-ygariod, constitute
the Board of the Company (the “Incumbent Board’gssefor any reason to constitute at least a mgjofithe Board

of the Company; provided, however, that any indigidbecoming a Director subsequent to the beginafrsych two-
year period whose election, or nomination for etecby the Compar’s shareholders, was approved by a vote of at
least a majority of the Directors then comprising incumbent Board will be considered as though sutividual
were a member of the Incumbent Board, but exclydimgthis purpose, any such individual whose aitissumption
of office occurs as a result of an actual or thematl election contest with respect to the eleafoemoval of
directors or other actual or threatened solicitatib proxies or consents by or on behalf of a Regtber than the
Board; or

consummation of a reorganization, merger ongolidation or sale or other disposition of alkabstantially all of the
assets of the Company or the acquisition by the fi2oy of assets or shares of another corporatitBusiness
Combination”), unless, such Business Combinatianion-Control Acquisition. A “Non-Control Acquiih” mean:
a Business Combination where: (A) all or substéigtal of the individuals and entities who weretheneficial
owners, respectively, of the Outstanding Companm@on Shares and Outstanding Company Voting Seesiriti
immediately prior to such Business Combination fierzdly own, directly or indirectly, more than 504,
respectively, the then outstanding shares of comstmek and the combined voting power of the thetstanding
voting securities entitled to vote generally in #iection of directors, as the case may be, ottinporation resulting
from such Business Combination (including, withluitation, a corporation which as a result of sti@nsaction
owns the Company or all or substantially all of @@mpany’s assets either directly or through oneore
subsidiaries) in substantially the same proportestheir ownership immediately prior to such BassxCombination
of the Outstanding Company Common Shares and @dist Company Voting Securities, as the case mayE)eno
Person (excluding any employee benefit plan (ateel trust) of the Company or such corporationltiegufrom such
Business Combination) beneficially owns, directtyirairectly, 30% or more of, respectively, therthamutstanding
shares of common stock of the corporation resuftiog such Business Combination or the combinedhgagtower o
the then outstanding voting securities of such a@ion except to the extent that such ownershigtex prior to the
Business Combination (including any ownership thasted in the Company or the company being acduifeny);
and (C) at least a majority of the members of tharth of directors of the corporation resulting freath Business
Combination were members of the Incumbent Boattetime of the execution of the initial agreementof the
action of the Board, providing for such BusinessnBmation; ot

2



(k)
()

(m)
(n)

(0)
(9)
(a)

("

(s)

(®
(u)

v)
(w)

(iv) approval by the shareholders of the Company ohapdete liquidation or dissolution of the Compa
“ Code” means the U.S. Internal Revenue Code of 1986, asdenl,

“ Committee” means a committee of Directors appointed by tbarB in accordance with Section 4 of the Plan etrHiiman
Resources and Compensation Committee of the B

“ Common Shares’ means the common shares, without par value, c€tdmpany.

“ Company” means Cardinal Health, Inc., an Ohio corporatimmexcept as utilized in the definition of ChamjeControl, its
successol

“ Conversion Awards” has the meaning set forth in Section 4(b)(xii)ref Plan
“ Director " means a member of the Boa

“ Disability ,” unless the Administrator determines otherwises the meaning specified in the Company’s long-tdisability
plan applicable to the Participant at the timehef disability.

“ Disaffiliation ” means a Subsidiary’s or Affiliate’s ceasing tod8ubsidiary or Affiliate for any reason (inclugjrwithout
limitation, as a result of a public offering, ospinoff or sale by the Company, of the stock of $iubsidiary or Affiliate) or a
sale of a division of the Company and its Affiligut

“Employee” means a regular, active employee of the Comparang Affiliate, or a person who has agreed to cemce
serving as an employee of the Company or any Aféliwithin 90 days of the Grant Date, includingCGfficer and/or Director
who is also a regular, active employee of the Comma any Affiliate. For any and all purposes unther Plan, except as
provided in Section 4(b)(viii), the term “Employed@bes not include a person hired as an indepemdentactor, leased
employee, consultant, or a person otherwise desidriay the Administrator, the Company or an Affidiat the time of hire as
not eligible to participate in or receive benefiteler the Plan or not on the payroll, even if sinefigible person is subsequer
determined to be a common law employee of the Cosnpaan Affiliate or otherwise an employee by goyernmental or
judicial authority. Unless otherwise determinedisy Administrator in its sole discretion, for puggs of the Plan, an Employ
is considered to have terminated employment ansieck® be an Employee if his or her employer cei@sks an Affiliate, eve
if he or she continues to be employed by such eyepl

“ Exchange Act” means the Securities Exchange Act of 1934, as aade

“ Fair Market Value " means the fair market value of the Common Shasedetermined by the Administrator from time to
time. Unless otherwise determined by the Administrethe fair market value is the closing price ttoe Common Shares
reported on a consolidated basis on the New YarkkSExchange on the relevant date or, if there wersales on such date,
the closing price on the nearest preceding dateroch sales occurre:

“ Grant Date " means, with respect to each Award, the date wplinh an Award that is granted to an Awardee purst@athe
Plan becomes effective, which will not be earlkert the date of action by the Administra

“ Incentive Stock Option” means an Option that is identified in the Optigreement as intended to qualify as an incentive
stock option within the meaning of Section 422taf Code and the regulations promulgated thereuaddrthat actually does
so qualify.



(x)
v)

)

(aa)
(bb)

(cc)
(dd)

(ee)
(ff)

(99)
(hh)

(ii)
1)
(kk)

(N

(mm)

“ Nonqualified Stock Option” means an Option that is not an Incentive Stockddp

“ Officer " means a person who is an officer of the Compaitfimthe meaning of Section 16 of the Exchange dut the
rules and regulations promulgated thereun

“ Option " means a right granted under Section 8 of the Rigurchase a number of Shares at such exerées® gt such
times, and on such other terms and conditionseaspcified in the agreement or other documentieacing the Award (the
“Option Agreemer”). Both Incentive Stock Options and Nonqualified St@ions may be granted under the P

“Other Stock-Based Award” means an Award granted pursuant to Section XBePlan on such terms and conditions as are
specified in the agreement or other documents atidg the Award (th* Other Stoc-Based Award Agreeme”).

“ Participant " means the Awardee or any person (including atgtesto whom an Award has been assigned or traesfas
permitted hereunde

“ Plan” means this 2011 Lo-Term Incentive Plar

“Prior Plans” means the 2005 Plan, the Cardinal Health, Inc. Atedrand Restated Equity Incentive Plan, as ameheicth:
Cardinal Health, Inc. Broad-based Equity Incentive Plan, as ament

“ Qualifying Performance Criteria ” has the meaning set forth in Section 14(b) of the.l
“ Replaced Award” has the meaning set forth in Section 16(b)(i) efftan.
“ Replacement Award” has the meaning set forth in Section 16(b)(i) efftan.

“Retirement” means, unless the Administrator determines ot ermination of Employment (other than by death
Disability and other than in the event of Termioatfor Cause) by an Awardee from the Company anAffiliates after
attaining age 55 and having at least 10 years mfraoous service with the Company and its Affilataencluding service with ¢
Affiliate of the Company prior to the time that suffiliate became an Affiliate of the Compar

“ Securities Act” means the Securities Act of 1933, as amen
“ Share” means a Common Share, as adjusted in accordarit&edtion 16 of the Pla

“ Stock Appreciation Right” means a right granted under Section 10 of thea Btasuch terms and conditions as are specified
in the agreement or other documents evidencing\whard (the" Stock Appreciation Right Agreem¢”).

“ Stock Award " means an award or issuance of Shares or Stods braéde under Section 11 of the Plan, the grasaisce,
retention, vesting, and/or transferability of whislsubject during specified periods of time totsaonditions (including
without limitation continued employment or perfonmea conditions) and terms as are expressed irgtieement or other
documents evidencing the Award (i Stock Award Agreeme”).

“ Stock Unit ” means a bookkeeping entry representing an anemuitalent to one Share, payable in cash, propertghares.
Stock Units represent an unfunded and unsecuréghdibih of the Company, except as otherwise praVide by the
Administrator.



(nn)

(00)

(Pp)

(qa)

“ Subsidiary ” means any company (other than the Company) imrdmmoken chain of companies beginning with the Camyp
provided each company in the unbroken chain (dtier the Company) owns, at the time of determinastock possessing
50% or more of the total combined voting powerlbEksses of stock in one of the other compamesuch chain

“Termination for Cause” means, unless otherwise provided in an Award Agrent, Termination of Employment on account
of any act of fraud or intentional misrepresentatio embezzlement, intentional misappropriatiorganversion of assets of the
Company or any Affiliate, or the intentional angeated violation of the written policies or proceskiof the Company,
provided that for an Employee who is party to atividual severance or employment agreement defiGiagse, “Cause” has
the meaning set forth in such agreement. For pespotthe Plan, a ParticipasifTermination of Employment will be deemec
be a Termination for Cause if, after the Partictimemployment has terminated, facts and circunt&tsuiare discovered that
would have justified, in the opinion of the Comraéf a Termination for Caus

“Termination for Good Reason” means, unless otherwise provided in an Award Agrent or an individual severance or
employment agreement to which the Employee is fy paermination of Employment by an Employee oncactt of any of the
following: (i) a material reduction in the Employe¢otal compensation; (ii) a material reductiortie Employee’s annual or
long-term incentive opportunities (including a mietkadverse change in the method of calculatimgEmployee’s annual or
long-term incentives); (iii) a material diminutiamthe Employee’s duties, responsibilities, or auitly; or (iv) a relocation of
more than 50 miles from the Employee’s office adtion, except for travel reasonably required epkrformance of the
Employe('s responsibilities

“Termination of Employment ” means ceasing to be an Employee; provided, horyévat, unless otherwise determined by
the Administrator, for purposes of this Plan an Agdeg is not deemed to have had a Termination ofl@&mpent if such
Awardee continues to be or becomes a Director. Kuogtanding the foregoing, the Administrator alsayndetermine that, for
purposes of the Plan, an Awardee is not deemedve had a Termination of Employment if such Awardeetinues to be or
becomes an independent contractor, leased employeensultant to the Company. Also notwithstandimgforegoing, for
purposes of Incentive Stock Options, Terminatiokwfployment will occur when the Awardee ceasesstaemployee (as
determined in accordance with Section 3401(c) efGbde and the regulations promulgated thereudéne Company or one
of its Subsidiaries

3.  Shares Subject to the Plan.

(a) Aggregate Limit Subject to the provisions of Section 16(a) of Bten, the maximum aggregate number of Shares whaghbe
issued or transferred based on Awards granted uhdd®lan is 30,000,000 Shares, plus any Sharebd¢hame available under the Plan as a
result of forfeiture, expiration, or cash settletnehawards or as a result of shares being withbetléndered to satisfy withholding tax
liabilities on awards other than options or stopgraciation rights previously granted under th@PRlans, in each case as provided in
Section 3(c)(ii) below. The aggregate number ofr8havailable for issuance or transfer under the Rill be reduced by (i) one Share for
every one Share subject to an option or stock ajgiren right granted under the 2005 Plan betwesptédnber 6, 2011 and the effective date
of the Plan pursuant to Section 6 below, (ii) twal @ne-half Shares for every one Share subjeat tsard other than an option or stock
appreciation right granted under the 2005 Plan éetwSeptember 6, 2011 and the effective date d?ldng (iii) one Share for every one
Share issued or transferred upon exercise of ai®pt Stock Appreciation Right granted under thenPand (iv) two and one-half Shares
for every one Share issued or transferred in cdiorewith an Award other than an Option or Stockp#griation Right granted under the
Plan. Subject to the provisions of Section 3(cthefPlan, Shares covered by an Award granted uthde®lan will not be counted as used
unless and until they are actually issued or teems.



(b) Code Section 162(m) and 422 Limits

(i) Subject to the provisions of Section 16(a)la# Plan, the aggregate number of Shares as ofrtdre Bate that may be subjec
Options and Stock Appreciation Rights granted utiderPlan during any fiscal year to any one Awantieg not exceed 1,500,000
Shares.

(i) Subject to the provisions of Section 16(a}ué Plan, the aggregate number of Shares as @Grdngt Date that may be subject
to Stock Awards and Other Stock-Based Awards gdambeler the Plan during any fiscal year to any Awardee that are intended to
satisfy the requirements for “performance-basedpmeation” under Section 162(m) of the Code mayeroeed 750,000 Shares.

(iii) The aggregate maximum value as of the Graatelbf Cash Awards granted under the Plan durigdiscal year to any one
Awardee that are intended to satisfy the requirdsnfam “performance-based compensation” under 8edt62(m) of the Code may not
exceed U.S.$10,000,000.

(iv) Subject to the provisions of Section 16(a}jta Plan, the aggregate number of Shares that m@sbed or transferred upon
the exercise of all Incentive Stock Options grantader the Plan is 20,000,000 Shares.

Notwithstanding anything to the contrary in therRldne limitations set forth in this Section 3(lb¢ aubject to adjustment under
Section 16(a) of the Plan only to the extent thiehsadjustment does not affect the status of angrdwntended to qualify as
“performance-based compensation” under Sectionipaf the Code.

(c) Share Counting Rules.

(i) If any Shares issued or transferred pursuaantéward are forfeited, or an Award expires asattled for cash (in whole or in
part), the Shares issued or transferred pursuasudio Award will, to the extent of such forfeituexpiration, or cash settlement, agail
available for issuance or transfer under Sectian 8fove in accordance with Section 3(c)(v) belovthe event that withholding tax
liabilities arising from an Award other an OptionStock Appreciation Right are satisfied by thedning of Shares (either actually or
by attestation) or by the withholding of Sharegtey Company, the Shares so tendered or withheldgalin be available for issuance
transfer under Section 3(a) above in accordande 8éction 3(c)(v) below.

(ii) If after September 6, 2011, any Shares sulijeein award granted under the Prior Plans areifed, or an award granted un
the Prior Plans expires or is settled for casiwfiole or in part), the Shares subject to such awdidto the extent of such forfeiture,
expiration, or cash settlement, be available feuasice or transfer under Section 3(a) above inrdanoe with Section 3(c)(v) below. In
the event that, after September 6, 2011, withhgltkx liabilities arising from an award other themoption or stock appreciation right
granted under the Prior Plans are satisfied byehéering of Shares (either actually or by attéstator by the withholding of Shares by
the Company, the Shares so tendered or withheldwihvailable for issuance or transfer under $a@ia) above in accordance with
Section 3(c)(v) below.

(iii) Notwithstanding anything to the contrary caimted in this Section 3, the following Shares wdk be added to the aggregate
number of Shares available for issuance or transfder Section 3(a) above: (A) Shares tenderetd¥articipant or withheld by the
Company in payment of the exercise or purchase pfian Option (or an option granted under therf?lans), or to satisfy any tax
withholding obligation with respect to Options dp&k Appreciation Rights (or options or stock amjaidon rights granted under the
Prior Plans); (B) Shares subject to a Stock Appiteni Right (or a stock appreciation right granteder the Prior Plans) that are not
issued in connection with its Share settlement@rase thereof; and (C) Shares reacquired by trapany on the open market or
otherwise using cash proceeds from the exerci§€ptibns (or options granted under the Prior Plans).
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(iv) Shares issued or transferred under Conversigards will not reduce the aggregate number of &awailable for issuance or
transfer under the Plan or count against the ditnéiations under Sections 3(b)(i) through 3(b)(df the Plan, nor will Shares subject
a Conversion Award again be available for Awarddanrthe Plan as provided in Sections 3(c)(i) thro&¢)(iii) above. Additionally, i
the event that a company acquired by the CompaayySubsidiary or with which the Company or anpsdiary combines has shares
available under a pre-existing plan approved byedf@ders and not adopted in contemplation of satfuisition or combination, the
shares available for grant pursuant to the ternssiolf pre-existing plan (as adjusted, to the exapptopriate, using the exchange ratio
or other adjustment or valuation ratio or formused in such acquisition or combination to deterntiirgeconsideration payable to the
holders of common stock of the entities party tohsacquisition or combination) may be used for Adgaunder the Plan and will not
reduce the Shares available for issuance or transefter the Plan; provided that Awards using sucilable shares may not be made
after the date awards or grants could have beew mnadier the terms of the pre-existing plan, abfenacquisition or combination, and
may only be made to individuals who were not Empksyor Directors prior to such acquisition or camakion.

(v) Any Shares that become available for issuamaeaasfer under the Plan under this Section 3lvéladded back as (A) one
Share if such Shares were subject to options cksgtppreciation rights granted under the Prior £land (B) as two and ortdf Share
if such Shares were issued or transferred purdoahivards other than Options or Stock Appreciattights granted under the Plan (or
were subject to awards other than options or sapgiteciation rights granted under the Prior Plans).

(d) Character of SharesThe Shares issued or transferred pursuant tBldremay be either Shares reacquired by the Company

including Shares purchased in the open marketythioaized but unissued Shares.

4.

Administration of the Plan.
(a) Procedure.

(i) Multiple Administrative BodiesThe Plan will be administered by the Board, tleen@ittee as designated by the Board to so
administer the Plan or their respective delegates.

(i) Section 162(m)To the extent that the Administrator determinde be desirable to qualify Awards granted hereuras
“performance-based compensation” within the meaningection 162(m) of the Code, Awards to “coveeetployees” within the
meaning of Section 162(m) of the Code or to Empdsythat the Committee determines may be “coverqaagmes” in the future will
be made by a Committee of two or more “outsideatiines” within the meaning of Section 162(m) of thede. Notwithstanding any
other provision of the Plan, the Administrator does have any discretion or authority to make clesrtg any Award that is intended to
qualify as “performance-based compensation” toetktent that the existence of such discretion dnarity would cause such Award not
to so qualify.

(iii) Rule 16b-3 To the extent desirable to qualify transactioasehnder as exempt under Rule 16b-3 promulgateeruhd
Exchange Act (“Rule 16b-3"), Awards to Officers ok made by the entire Board or a Committee of d&wmore “non-employee
directors” within the meaning of Rule 16b-3.

(iv) Other Administration Except to the extent prohibited by Applicable L ake Board or the Committee may delegate to one or
more Directors or to authorized officers of the Qamy the power to approve Awards to persons eédibireceive Awards under the
Plan who are not (A) subject to Section 16 of tkeHange Act or (B) at the time of such approvabvered employees” under
Section 162(m) of the Code.

(v) Delegation of Authority for the Day-to-Day Admington of the Plan Except to the extent prohibited by Applicable L.dke
Administrator may delegate to one or more individuhe day- to-day administration of the Plan ang af the functions assigned to it
in the Plan. Such delegation may be revoked atiarg;



(b) Powers of the AdministratorSubject to the provisions of the Plan and, indhge of the Committee or delegates acting as the
Administrator, subject to the specific duties dekegl to such Committee or delegates, the Admindstieas the authority, in its discretion:

(i) to select the Employees of the Company or #ffiAtes to whom Awards are to be granted hereande
(i) to determine the number of Common Shares todsered by each Award granted hereunder;

(iii) to determine the type of Award to be grantedhe selected Employees;

(iv) to approve forms of Award Agreements;

(v) to determine the terms and conditions, not imstgtent with the terms of the Plan, of any Awaranged hereunder. Such terms
and conditions may include, but are not limitectb@ exercise and/or purchase price, the timenwediwhen an Award may be exercised
(which may or may not be based on performanceri@)tehe vesting schedule, any vesting and/or@sability provisions, terms
regarding acceleration of Awards or waiver of fdtfee restrictions, the acceptable forms of consitien for payment for an Award, tl
term, and any restriction or limitation regardingyadward or the Shares relating thereto, base@ah €ase on such factors as the
Administrator, in its sole discretion, determinasl avhich may be established at the time an Awagitasted or thereafter;

(vi) to correct defects and omissions in the PlaaroAward and to correct administrative errors;

(vii) to construe and interpret the terms of therRlincluding sub-plans and Plan addenda) and Asvgwranted pursuant to the
Plan;

(viii) to adopt rules and procedures relating te tiperation and administration of the Plan to acnodate the specific
requirements of local laws and procedures. Withimiting the generality of the foregoing, the Adnsimator is specifically authorized
(A) to adopt the rules and procedures regardingtimeersion of local currency, the shift of taxbliy from employer to employee
(where legally permitted), and withholding proceskiand handling of stock certificates which varthvbcal requirements, (B) to adc
sub-plans and Plan addenda as the Administratonsldesirable, to accommodate foreign laws, reguiatiand practice, and (C) to
designate a leased employee as an Employee ifpgrsbn provides services to the Company or anyi#tithat are substantially
equivalent to those typically provided by a regutaitive employee;

(ix) to prescribe, amend, and rescind rules andlagigns relating to the Plan, including rules aagulations relating to sub-plans
and Plan addenda;

(x) to modify or amend each Award, including, bat limited to, the acceleration of vesting and/eereisability; provided,
however, that any such modification or amendmeastiigect to the Plan amendment provisions set far8ection 17 of the Plan;

(xi) to allow or require Participants to satisfytmholding tax amounts by electing to have the Campaithhold from the Shares
to be issued upon exercise of a Nonqualified S@pkon or vesting or settlement of a Stock Awardipon any other event in
connection with an Award that the Company detersimay result in any domestic or foreign tax witlttiad obligation that number of
Shares having a Fair Market Value equal to the arn@quired to be withheld. The Fair Market Valdehe Shares to
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be withheld will be determined in such manner andwuch date that the Administrator determinesrothé absence of provision
otherwise, on the date that the amount of tax twitlgheld is to be determined. All elections byatRipant to have Shares withheld for
this purpose will be made in such form and undehswonditions as the Administrator may provide;

(xii) to authorize conversion or substitution unttez Plan of any or all stock options, stock apiatéan rights, or other stock
awards held by awardees of an entity acquired &yCsbmpany (the “Conversion Awards”). Any conversiorsubstitution will be
effective as of the close of the merger or acquisitThe Conversion Awards may be Nonqualified 8tOptions or Incentive Stock
Options, as determined by the Administrator, wébpect to options granted by the acquired entity;

(xiii) to authorize any person to execute on bebathe Company any instrument required to effeetgrant of an Award
previously granted by the Administrator;

(xiv) to impose such restrictions, conditions, iotitations as it determines appropriate as toitheng and manner of any resales
by a Participant or of other subsequent transferthé Participant of any Shares issued as a resaltunder an Award or upon the
exercise of an Award, including without limitatiof®) restrictions under an insider trading poli{$) restrictions as to the use of a
specified brokerage firm for such resales or otrarsfers, and (C) restrictions to suspend the tiykxercise Awards or transfer Shares
granted pursuant to Awards during any “blackoutiqethat is necessary or desirable to comply Withrequirements of Applicable
Law or to extend the Award exercise period in a mearconsistent with Applicable Law; and

(xv) to make all other determinations deemed necgss advisable for administering the Plan and Award granted hereunder.

(c) Effect of Administrator’s DecisionAll questions arising under the Plan or under Amard will be decided by the Administrator in
its sole and absolute discretion. All decisiondedainations, and interpretations by the Admintstraegarding the Plan, any rules and
regulations under the Plan, and the terms and tiondiof any Award granted hereunder, will be fiaatl binding on all Participants. The
Administrator may consider such factors as it desstevant, in its sole and absolute discretiooméking such decisions, determinations, and
interpretations including, without limitation, thecommendations or advice of any officer or othaplyee of the Company and such
attorneys, consultants, and accountants as it elagts

5. Eligibility.

Awards may be granted only to Employees of the Gomor any of its Affiliates. Awards may not be igged to a Director unless such
Director otherwise qualifies as an Employee of@menpany or one of its Affiliates.

6. Term of Plan.

The Plan will become effective upon its approvakbgreholders of the Company. Subject to Sectioof 17e Plan, the Plan will
continue in effect for a term of 10 years from tlage it is approved by the shareholders of the Gaoyp

7. Term of Award.

Subject to the provisions of the Plan, the terraaath Award will be determined by the Administradod stated in the Award
Agreement. In the case of an Option or Stock AgpteEm Right, the term will be 10 years from thea@t Date or such shorter term as may be
provided in the Award Agreement.



8. Options.

The Administrator may grant an Option or providetfee grant of an Option, either from time to timehe discretion of the
Administrator or automatically upon the occurrenéspecified events, including, without limitatiathe achievement of performance criteria
or the satisfaction of an event or condition witttie control of the Awardee or within the contrbbthers.

(a) Option AgreementEach Option Agreement will contain provisionsasting (i) the number of Shares that may be issyeh
exercise of the Option, (ii) the type of Optioni) (ihe exercise price of the Option and the meafrgayment of such exercise price, (iv) the
term of the Option, (v) such terms and conditionghe vesting and/or exercisability of an Optionvesy be determined from time to time by
the Administrator, (vi) restrictions on the transéé the Option and forfeiture provisions, and Y@iuch further terms and conditions, in each
case not inconsistent with the Plan, as may berdéated from time to time by the Administrator.

(b) Exercise Price The per share exercise price for the Shares tsshied pursuant to exercise of an Option will ednined by the
Administrator, except that the per Share exercigpvill be no less than 100% of the Fair Market\e per Share on the Grant Date.
Notwithstanding the preceding sentence, at the Ahinato’s discretion, Conversion Awards may be grantesuibstitution and/or
conversion of options of an acquired entity, witheat Share exercise price of less than 100% of#ieMarket Value per Share on the date of
such substitution and/or conversion.

(c) No Repricings Except in connection with a corporate transaatioavent described in Section 16(a) of the Plaa térms of
outstanding Options that have an exercise priexaess of the Fair Market Value of a Share maypaamended to reduce the exercise price
of outstanding Options or cancel outstanding Ogtimrexchange for cash, other awards, or Optiotis avi exercise price that is less than the
exercise price of the original Options without gfeider approval.

(d) No Reload GrantsOptions may not be granted under the Plan inideration for and may not be conditioned upon tekévdry of
Shares to the Company in payment of the exercise pnd/or tax withholding obligation under anyestemployee stock option.

(e) Vesting Period and Exercise Date®ptions granted under the Plan will vest andéoekercisable at such time and in such
installments during the period prior to the expoatof the Option’s term as determined by the Adstmtor. The Administrator has the right
to make the timing of the ability to exercise angtion granted under the Plan subject to continwtide@employment, the passage of time,
and/or such performance requirements as deemedmgie by the Administrator. At any time after grant of an Option, the Administrator
may reduce or eliminate any restrictions surroug@iny Participant’s right to exercise all or pdrtree Option.

(f) Form of Consideration The Administrator will determine the acceptateni of consideration for exercising an Option, irttthg the
method of payment, either through the terms ofQp&on Agreement or at the time of exercise of gtié. Acceptable forms of
consideration may include:

(i) cash;
(i) check or wire transfer (denominated in U.SIIBxs);

(iii) subject to any conditions or limitations esliahed by the Administrator, other Shares whicheha Fair Market Value on the
date of surrender equal to or greater than thecggde exercise price of the Shares as to whichGyatidn will be exercised (it being
agreed that the excess of the Fair Market Value thveaggregate exercise price will be refundetti¢cAwardee in cash);

(iv) subject to any conditions or limitations edisiived by the Administrator, the Company’s withhintfishares otherwise issuable
upon exercise of an Option pursuant to a “net ésef@rrangement (it being understood that, sdiefypurposes of determining the
number of treasury shares held by the Companystibees so withheld will not be treated as issueldaaquired by the Company upon
such exercise);
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(v) to the extent permitted by Applicable Law, ciolesation received by the Company under a broksistedd sale and remittance
program acceptable to the Administrator;

(vi) such other consideration and method of paynfmthe issuance of Shares to the extent permityefipplicable Law; or
(vii) any combination of the foregoing methods afyment.

(9) Procedure for Exercise; Rights as a Shareholder

(i) Any Option granted hereunder will be exercigabtcording to the terms of the Plan and at smebstiand under such conditic
as determined by the Administrator and set fortth@applicable Option Agreement.

(i) An Option will be deemed exercised when then@any receives (A) written or electronic noticeegércise (in accordance
with the Option Agreement or procedures establidghethe Administrator) from the person entitlecetercise the Option, (B) full
payment for the Shares with respect to which theted Option is exercised, and (C) with respedidoqualified Stock Options,
provisions acceptable to the Administrator haventreade for payment of all applicable withholdinges.

(iii) Until the Shares are issued (as evidencethlyappropriate entry on the books of the Comparof a duly authorized transfer
agent of the Company), no right to vote or recelivédends or any other rights as a shareholdet @il respect to the Shares subjet
an Option, notwithstanding the exercise of the @pti

(iv) The Company shall issue (or cause to be igssiech Shares as soon as administratively prad¢icdter the Option is
exercised. An Option may not be exercised for etiva of a Share.

(h) Termination of EmploymenfThe Administrator shall determine as of the Gibate (subject to modification subsequent to thenGr
Date) the effect a Termination of Employment du@)t®isability, (ii) Retirement, (iii) death, on) otherwise (including Termination for
Cause) will have on any Option.

9. Incentive Stock Option Limitations/Terms.

(a) Eligibility . Only employees (as determined in accordance Sétttion 3401(c) of the Code and the regulationsptgated
thereunder) of the Company or any of its Subsidgéamay be granted Incentive Stock Options. No lteeistock Option may be granted to
any such employee who as of the Grant Date owrtk gtossessing more than 10% of the total combimtidy power of the Company.

(b) $100,000 Limitation Notwithstanding the designation “Incentive St@jtion” in an Option Agreement, if and to the extdrat the
aggregate Fair Market Value of the Shares withaessf which Incentive Stock Options are exercisdibf the first time by the Awardee
during any calendar year (under all plans of thenany and any of its Subsidiaries) exceeds U.S.8000such Options will be treated as
Nonqualified Stock Options. For purposes of thist®a 9(b) of the Plan, Incentive Stock Optionslw#é taken into account in the ordetl
which they were granted. The Fair Market Valuehef Shares will be determined as of the Grant Date.

(c) Transferability. The Option Agreement must provide that an Ineen8tock Option cannot be transferable by the Aearatherwis
than by will or the laws of descent and distribntiand, during the lifetime of such Awardee, mudthe exercisable by any other person. If
the terms of an Incentive Stock Option are amendgermit transferability, the Option will be tredtfor tax purposes as a Nonqualified
Stock Option.
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(d) Exercise Price The per Share exercise price of an IncentivekS@tion will in no event be inconsistent with tteguirements for
qualification of the Incentive Stock Option undexc8on 422 of the Code.

(e) Other Terms Option Agreements evidencing Incentive Stock @giwill contain such other terms and conditionmay be
necessary to qualify, to the extent determinedrdets by the Administrator, with the applicable yistons of Section 422 of the Code.

10. Stock Appreciation Rights.

(a) A “Stock Appreciation Right” is a right thattéles the Awardee to receive, in cash or Sharesiéermined by the Administrator),
value equal to or otherwise based on the exce@stbe Fair Market Value of a specified numbeiStfares at the time of exercise over (ii) the
aggregate base price of the right, as establisheldebAdministrator on the Grant Date; provided thach base price per Share may be no les:s
than 100% of the Fair Market Value per Share orGhant Date. Notwithstanding the preceding sentesicthe Administrator’s discretion,
Conversion Awards may be granted in substitutiati@nconversion of stock appreciation rights obaquired entity, with a per Share base
price of less than 100% of the Fair Market Value $leare on the date of such substitution and/ovexsion. Stock Appreciation Rights may
be granted to Awardees either alone (“freestandliogin addition to or in tandem with other Awagtanted under the Plan and may, but
need not, relate to a specific Option granted us@etion 8 of the Plan. Any Stock Appreciation Rigtanted in tandem with an Option may
be granted at the same time such Option is graotatany time thereafter before exercise or ekipmaof such Option. All Stock
Appreciation Rights under the Plan will be grargebject to the same terms and conditions applidab@ptions as set forth in Sections 7
8 of the Plan; provided, however, that Stock Apjaten Rights granted in tandem with a previougigrjed Option will have the terms and
conditions of such Option. Subject to the provisioh Sections 7 and 8 of the Plan, the Administratay impose such other conditions or
restrictions on any Stock Appreciation Right am#ty deem appropriate. Stock Appreciation Rights bwgettled in Shares or cash as
determined by the Administrator.

(b) No Repricings Except in connection with a corporate transactioavent described in Section 16(a) of the Plaatérms of
outstanding Stock Appreciation Rights that havaselprice in excess of the Fair Market Value ofhar& may not be amended to reduce the
base price of Stock Appreciation Rights or cancgsanding Stock Appreciation Rights in exchangectsh, other Awards, or Stock
Appreciation Rights with a base price that is bss the base price of the original Stock AppréamaRights without shareholder approval.

11. Stock Awards.

(a) Stock Award Agreement. Each Stock Award Agrestmeéll contain provisions regarding (i) the numluérShares subject to such
Stock Award or a formula for determining such numki@ the purchase price of the Shares, if amg the means of payment for the Shares,
(iii) the performance criteria, if any, and levélaxhievement versus these criteria that deterntiesumber of Shares granted, issued,
retainable, and/or vested, (iv) such terms anditiond on the grant, issuance, vesting, and/oeftufe of the Shares as may be determined
from time to time by the Administrator, (v) restiams on the transferability of the Stock Awardddwi) such further terms and conditions in
each case not inconsistent with the Plan as majetegmined from time to time by the Administrator.

(b) Restrictions and Performance Criteridhe grant, issuance, retention, and/or vestingach Stock Award may be subject to such
performance criteria and level of achievement \&@these criteria as the Administrator determindschvcriteria may be based on financial
performance, personal performance evaluationspaedimpletion of service by the Awardee. Notwithsliag anything to the contrary here
the performance criteria for any Stock Award tlsahiended to satisfy the requirements for “perfance-based compensation” under
Section 162(m) of the Code will be establishedh®yAdministrator based on one or more Qualifyingd*mance Criteria selected by the
Administrator and specified in writing not lateath90 days after the commencement of the perisgmice (or, if earlier, the elapse of 25%
of such period) to which the performance criteelate, provided that the outcome is substantiallyestain at that time.
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(c) Termination of EmploymenfThe Administrator shall determine as of the Gate (subject to modification subsequent to thenGr
Date) the effect a Termination of Employment du@)t®isability, (i) Retirement, (iii) death, on) otherwise (including Termination for
Cause) will have on any Stock Award.

(d) Rights as a Shareholdeitnless otherwise provided for by the Administraind subject to Section 15 of the Plan, the Hpatit
will have the rights equivalent to those of a shatéer and will be a shareholder only after Sharesissued (as evidenced by the appropriate
entry on the books of the Company or of a duly artled transfer agent of the Company) to the Hpétitt.

12. Other Stock-Based Awards.

(a) Other Stock-Based Awards. An “Other Stock-Ba&esrd” means any other type of equity-based oitgegelated Award not
otherwise described by the terms of the Plan (dfinlyithe grant or offer for sale of unrestrictecif&s) in such amount and subject to such
terms and conditions as the Administrator will deti@e. Such Awards may involve the transfer of ac&hares to Participants, or payment in
cash or otherwise of amounts based on the valShafes. Each Other Stock-Based Award will be ewidérby an Award Agreement
containing such terms and conditions as may bermeated from time to time by the Administrator.

(b) Value of Other Stock-Based AwardSach Other Stock-Based Award will be expressddrims of Shares or Stock Units, as
determined by the Administrator. The Administratway establish performance criteria in its discretib the Administrator exercises its
discretion to establish performance criteria, theher, and/or value of Other Stock-Based Awardswiliibe paid out to the Participant will
depend on the extent to which the performancer@itee met. Notwithstanding anything to the camtizerein, the performance criteria for
any Other Stock-Based Award that is intended tisfyathe requirements for “performance-based corspgan” under Section 162(m) of the
Code will be established by the Administrator basedne or more Qualifying Performance Criteri@sedd by the Administrator and
specified in writing not later than 90 days aftee tommencement of the period of service (or,ferathe elapse of 25% of such period) to
which the performance criteria relate and otherwighin the time period required by the Code areldpplicable Treasury Regulations,
provided that the outcome is substantially unceréithat time.

(c) Payment of Other Stock-Based Awar@ibject to Section 15 of the Plan, payment, yf avith respect to Other Stodkased Award
will be made in accordance with the terms of theafdy in cash or Shares as the Administrator detersni

(d) Termination of EmploymeniThe Administrator will determine as of the Gr&dte (subject to modification subsequent to thenGra
Date) the effect a Termination of Employment du@)t®isability, (ii) Retirement, (iii) death, oi) otherwise (including Termination for
Cause) will have on any Other Stock-Based Award.

13. Cash Awards.

Each Cash Award confers upon the Participant tip@xpnity to earn a future payment tied to the lefeachievement with respect to
one or more performance criteria established foeréormance period.

(a) Cash Award Each Cash Award may contain provisions regarijnpe amounts potentially payable to the Partioipas a Cash
Award, (ii) the performance criteria and level gha&vement versus these criteria which will deterthe amount of such payment, (iii) the
period as to which performance will be measuredeftablishing the amount of any payment, (iv) tinérig of any payment earned by virtue
of performance, (v) restrictions on the alienatioriransfer of the Cash Award prior to actual paytmévi) forfeiture provisions, and (vii) su
further terms and conditions, in each case notisistent with the Plan, as may be determined fioma to time by the Administrator.
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(b) Performance Criteria The Administrator shall establish the performanGeria and level of achievement versus thegeréiwhict
will determine the amounts payable under a Cashrdwahich criteria may be based on financial perfance, and/or personal performance
evaluations. The Administrator may specify the patage of the target Cash Award that is intendeshtisfy the requirements for
“performance-based compensation” under Sectionipaf the Code. Notwithstanding anything to thetcany herein, the performance
criteria for any portion of a Cash Award that igeimded to satisfy the requirements for “performalnesed compensation” under Section 162
(m) of the Code will be a measure established byAttiministrator based on one or more Qualifyingéterance Criteria selected by the
Administrator and specified in writing not lateath90 days after the commencement of the perisgmice (or, if earlier, the elapse of 25%
of such period) to which the performance criteelate, provided that the outcome is substantiallyestain at that time.

(c) Timing and Form of PaymeniThe Administrator shall determine the timing afyment of any Cash Award. The Administrator may
provide for or, subject to such terms and cond#tias the Administrator may specify, may permit avafdee to elect for the payment of any
Cash Award to be deferred to a specified date enevhe Administrator may specify the form of payrhof Cash Awards, which may be
cash or other property, or may provide for an Awartb have the option for his or her Cash Awarduzh portion thereof as the
Administrator may specify, to be paid in whole opiart in cash or other property. To the extent éh@ash Award is in the form of cash, the
Administrator may determine whether a payment id.i8. dollars or foreign currency.

(d) Termination of EmploymenfThe Administrator shall determine as of the Giaate (subject to modification subsequent to thenGr
Date) the effect a Termination of Employment du@)t®isability, (i) Retirement, (iii) death, on) otherwise (including Termination for
Cause) will have on any Cash Award.

14. Other Provisions Applicable to Awards.

(a) Non-Transferability of AwardsUnless determined otherwise by the Administrataccordance with this Section, an Award may
not be sold, pledged, assigned, hypothecated fénrmed, or disposed of in any manner other thabdreficiary designation, will, or by the
laws of descent or distribution. The Administratosly make an Award transferable to an Awardee’slfamember or trusts, partnerships, or
other entities for the benefit of the Awardee, Adea’s family members, or charitable causes. I#&tministrator makes an Award
transferable, either as of the Grant Date or tHiemeauch Award will contain such additional terarsd conditions as the Administrator dee
appropriate, and any transferee will be deemee todund by such terms upon acceptance of sucldrairsno event may Awards be
transferred in exchange for consideration. ThidiBed4(a) is subject to the provisions of Sec@difb) of the Plan.

(b) Qualifying Performance CriteriaFor purposes of the Plan, the term “Qualifyingf@®enance Criteria’means any one or more of
following performance criteria, either individuallglternatively or in any combination, applied tther the Company as a whole or to a
business unit, Affiliate, or business segment,egithdividually, alternatively, or in any combinani, and measured either annually or
cumulatively over a period of years, on an absdbatsis or relative to a pre-established targgiréoious years’ results (i.e., growth) or to a
designated comparison group, in each case as iggkbif the Committee for the Award: (i) cash flanc{uding operating cash flow and free
cash flow); (ii) earnings (including gross margingooss margin rate, operating earnings, earnief@ré interest and taxes, earnings before
taxes and discontinued operations, earnings framiraging operations, and net earnings); (iii) eagsi per share; (iv) growth in earnings or
earnings per share; (v) stock price; (vi) returrequity or average shareholders’ equity; (vii) ksteareholder return; (viii) invested capital or
return on capital or invested capital; (ix) ret@massets or net assets; (X) return on investri@htevenue; (xii) income or net income;

(xiii) operating income or net operating incomeypoperating profit or net operating profit (whettbefore or after taxes); (xv) economic
profit or profit margin; (xvi) operating margin;\{(f) return on operating revenue; (xviii) tangildapital or return on tangible capital;

(xix) market share; (xx) contract awards or backlagi) distribution, selling, general, and/or adhisirative expenses; (xxii) overhead or of
expense reduction; (xxiii) growth in shareholdeluearelative to the moving average of the S&P 5tifek or a peer group index; (xxiv) cre
rating or credit rating measures; (xxv) dividengmpant yield or growth or
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dividend payout ratio; (xxvi) improvement in workée diversity; (xxvii) customer satisfaction, retien, or loyalty; (xxviii) employee
satisfaction or retention; (xxix) service levebsxX) net working capital or net working capital dayxxxi) days sales outstanding; (xxxii) dz
inventory on hand; (xxxiii) days payable outstamglifkxxiv) capital expenditures; (xxxv) genericspération; and (xxxvi) preferred product
growth. With respect to any Award that is intentiedatisfy the requirements for “performance-bas@dpensationtinder Section 162(m) «
the Code, the performance criteria must be Qualiff#erformance Criteria, and the Administrator ilithin the first quarter of the
performance period, but in no event more than 9@ d#o that period) establish the specific perfante targets (including thresholds and
whether to exclude certain extraordinary, non-rengr or similar items) and award amounts (subjeche right of the Administrator to
exercise discretion to reduce payment amountsviiig the conclusion of the performance periodjh&é Administrator determines that a
change in the business, operations, corporatetsteyjor capital structure of the Company, or tlener in which it conducts its business, or
other events or circumstances render the perforenariteria applicable to an Award, including Quglify Performance Criteria, unsuitable,
the Administrator may in its discretion modify sysfrformance criteria or the related minimum acablet level of achievement, in whole or
in part, as the Administrator deems appropriateeangdtable. In the case of Qualifying Performanciée@a (other than in connection with a
Change of Control) where such action would resuthe loss of the otherwise available exemptiothefAward under Section 162(m) of the
Code, the Administrator may not make any modifmatf the Qualifying Performance Criteria or minimacceptable level of achievement
with respect to the Awardee to whom the Award sttifie such Qualifying Performance Criteria was tgdn

(c) Certification. Prior to the payment of any compensation undeXward intended to qualify as “performance-baseapensation”
under Section 162(m) of the Code, the Committed sheify in writing the extent to which any Qulling Performance Criteria and any
other material terms under such Award have beésfiggt (other than in cases where such criteriateetolely to the increase in the value of
the Common Shares).

(d) Discretionary Adjustments Pursuant to Section 1§2(Notwithstanding satisfaction of any completioraofy Qualifying
Performance Criteria, to the extent specified ahefGrant Date, the number or amount of Share8p@y cash, or other benefits granted,
issued, retainable, payable, and/or vested und@meand on account of satisfaction of such QualifyPerformance Criteria may be reduced
by the Committee on the basis of such further carations as the Committee in its sole discretetemnines.

15. Dividends and Dividend Equivalents.

To the extent permitted by Section 409A of the Caayy Award other than an Option or Stock AppreéciaRight may provide the
Awardee with the right to receive dividend paymeartslividend equivalent payments on the Sharesstiby the Award; provided, however,
that dividends or other distributions on Awardshwigstrictions that lapse as a result of the a@meant of performance criteria will be
deferred until, and paid contingent upon, the aari®ent of the applicable performance criteria. Suayments may be made in cash or may
be credited as cash or Stock Units to an Awardaeesunt and later settled in cash or Shares omdbiocation thereof, as determined by the
Administrator. Such payments and credits may bgstlo such conditions and contingencies as thmiAtrator may establish.

16. Adjustments upon Changes in Capitalization, Orgnic Change or Change of Control.

(a) Adjustment Clauseln the event of (i) a stock dividend, stock spktverse stock split, share combination, or reafipation or
similar event affecting the capital structure af tbompany (each, a “Share Changet)(ii) a merger, consolidation, acquisition of pesty or
shares, separation, spinoff, reorganization, stigtis offering, liquidation, Disaffiliation, or siilar event affecting the Company or any of its
Subsidiaries (each, an “Organic Change”), the Adstriator or the Board shall make such substitutmmadjustments as it deems appropriate
and equitable to (U) the Share limitations setfamtSections 3 of the Plan, (V) the number and kihShares covered by each outstanding
Award, and (W) the price per Share subject to eacih outstanding Award. Such adjustments may imchudthout limitation, (X) the
cancellation of outstanding Awards in exchangepfyyments of cash, property or a combination thelmawing an aggregate value equal tc
value of such Awards, as determined by the Adnmimist or the Board in its sole discretion (it being

15



understood that in the case of an Organic Chantierespect to which shareholders receive considerather than publicly traded equity
securities of the ultimate surviving entity, angkuletermination by the Administrator that the eatd an Option or Stock Appreciation Right
will for this purpose be deemed to equal the exdéasy, of the value of the consideration beirgdfor each Share pursuant to such Org
Change over the exercise price of such Option eckSAppreciation Right will conclusively be deemelid); (YY) the substitution of other
property (including, without limitation, cash ohet securities of the Company and securities dfiesnther than the Company) for the
Shares subject to outstanding Awards; and (Z) imeotion with any Disaffiliation, arranging for thesumption of Awards, or replacemer
Awards with new awards based on other propertytloercsecurities (including, without limitation, ethsecurities of the Company and
securities of entities other than the Company)theyaffected Subsidiary, Affiliate, or division by the entity that controls such Subsidiary,
Affiliate, or division following such Disaffiliatia (as well as any corresponding adjustments to Asvirat remain based upon Company
securities).

(b) Change of Contral In the event of a Change of Control, unless etissr determined by the Administrator or set forttah Award
Agreement or as provided in an individual severaroemployment agreement to which a Participaatpsirty, the following acceleration,
exercisability, and valuation provisions apply:

() Upon a Change of Control, outstanding Optiong &tock Appreciation Rights will become fully vedtand exercisable and
outstanding Stock Awards, Other Stock-Based Awaadd,Cash Awards will become fully vested, excephe extent that an award
meeting the requirements of Section 16(b)(ii) (@pRcement Award”)s provided to the Participant in accordance witlatidn 16(a) o
the Plan to replace or adjust each outstanding AafReplaced Award”).

(i) An award meets the conditions of this Sectidib)(ii) (and hence qualifies as a Replacementréivi (A) it is of the same
type as the Replaced Award, (B) it has a valueastlequal to the value of the Replaced Awardit(@Jates to publicly traded equity
securities of the Company or its successor in th@nge of Control or another entity that is afféidtwith the Company or its successor
following the Change of Control, (D) if the Parpieint is subject to U.S. federal income tax underGbde, the tax consequences to the
Participant under the Code of the Replacement Awegchot less favorable to Participant than thectansequences of the Replaced
Award, and (E) its other terms and conditions areless favorable to the Participant than the teants conditions of the Replaced
Award (including the provisions that would applytie event of a subsequent Change of Control). aMtthimiting the generality of the
foregoing, the Replacement Award may take the fofia continuation of the Replaced Award if the riegments of the preceding
sentence are satisfied. The determination of whekigeconditions of this Section 16(b)(ii) are sf#d will be made by the
Administrator, as constituted immediately before @hange of Control, in its sole discretion.

(iii) Upon (A) a Termination for Good Reason, (BT armination of Employment by the Company or itscassor in the Change
Control other than a Termination for Cause, ort{@)Participant’s death or Disability, in each ¢aszurring in connection with or
during the period of two years after a Change ait@ (Y) all Replacement Awards held by the Paptait will become fully vested
and, if applicable, exercisable, and (Z) all Opsi@md Stock Appreciation Rights held by the Pauréiot immediately before such
Termination of Employment that the Participant hestdof the date of the Change of Control or thastitute Replacement Awards will
remain exercisable for not less than three yedi@Aimg such Termination of Employment or until thgpiration of the stated term of
such Option, whichever period is shorter (provided; if the applicable Award Agreement providesddonger period of exercisabilit
that provision will control).

(c) Section 409A Notwithstanding the foregoing (i) any adjustmeamnisde pursuant to Section 16(a) of the Plan to Awénat are
considered “deferred compensation” within the megumf Section 409A of the Code will be made in ctanze with the requirements of
Section 409A of the Code, (ii) any adjustments mautsuant to Section 16(a) of the Plan to Awards &éine not considered “deferred
compensation” subject to Section 409A of the Codkebs made in such a manner as to ensure thatafth adjustment, the Awards
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either continue not to be subject to Section 409the Code or comply with the requirements of ect#09A of the Code, (iii) the
Administrator does not have the authority to make @djustments pursuant to Section 16(a) of tha lahe extent that the existence of such
authority would cause an Award that is not intenttede subject to Section 409A of the Code to ltigesti thereto, and (iv) if any Award is
subject to Section 409A of the Code, Section 16{khe Plan will be applicable only to the extepeéaifically provided in the Award
Agreement and permitted pursuant to Section 2he@Pian.

17. Amendment and Termination of the Plan.

(2) Amendment and Terminatiohe Administrator may amend, alter, or discorgitiue Plan or any Award Agreement, but any such
amendment will be subject to approval of the shalddrs of the Company in the manner and to thenéxesjuired by Applicable Law. In
addition, without limiting the foregoing, unlesspapved by the shareholders of the Company and sutgjésection 16(a) of the Plan, no such
amendment may be made that would:

(i) increase the maximum aggregate number of Shalnésh may be issued or transferred based on Awgnatgted under the Plan;

(i) reduce the minimum exercise price or basegris applicable, for Options or Stock Appreciatights granted under the
Plan; or

(iii) result in a repricing of outstanding Optioas Stock Appreciation Rights as described in Sec8ifc) and 10(b), respectively.

(b) Effect of Amendment or TerminatioNo amendment, suspension, or termination of tae May impair the rights of any Participant
with respect to an outstanding Award unless agtedy the Participant and the Company, which age#must be in writing and signed by
the Participant and the Company. Other than follgwa Change of Control, no such agreement wilklggiired if the Administrator
determines in its sole discretion that such amemdmiéher (i) is required or advisable in order ttoe Company, the Plan, or the Award to
satisfy any Applicable Law or to meet the requiratseof any accounting standard or (ii) is not readdy likely to significantly diminish the
benefits provided under such Award, or that anjhsliminishment has been adequately compensatechiffaion of the Plan will not affect
the Administrator’s ability to exercise the powgranted to it hereunder with respect to Awards éwunder the Plan prior to the date of
such termination.

(c) Effect of the Plan on Other Arrangementdeither the adoption of the Plan by the BoartherCommittee nor the submission of the
Plan to the shareholders of the Company for appreiabe construed as creating any limitationstba power of the Board or any Commit
to adopt such other incentive arrangements astitayr may deem desirable, including, without liriga, the granting of restricted shares or
restricted share units or stock options otherwhsaé tunder the Plan, and such arrangements mayhee generally applicable or applicable
only in specific cases.

18. Designation of Beneficiary.

(a) An Awardee may file a written designation dfemeficiary who is to receive the Awardee’s rightissuant to Awardee’s Award or
the Awardee may include his or her Awards in an ibombeneficiary designation for all benefits unther Plan. To the extent that Awardee
has completed a designation of beneficiary whilplesred with Company, such beneficiary designatidhremain in effect with respect to
any Award hereunder until changed by the Awardetedaextent enforceable under Applicable Law.

(b) Such designation of beneficiary may be charigethe Awardee at any time by written notice. la 8vent of the death of an
Awardee and in the absence of a beneficiary vatidisignated under the Plan who is living at thetohsuch Awardee’s death, the Company
will allow the legal representative of the Awardeestate to exercise the Award.
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19. No Right to Awards or to Employment.

No person has any claim or right to be granted warél and the grant of any Award will not be constras giving an Awardee the ri(
to continue in the employ of the Company or itsilisffes. Further, the Company and its Affiliatepeessly reserve the right, at any time, to
dismiss any Employee or Awardee without liabilityamy claim under the Plan, except as providediherein any Award Agreement entered
into hereunder.

20. Recoupment.

The Plan will be administered in compliance witltt8mn 10D of the Exchange Act, any applicable rdesegulations promulgated by
the Securities and Exchange Commission or any melteecurities exchange or national securitiescason on which the Shares may be
traded, and any Company policy adopted pursuasuith law, rules, or regulations. In its discretiopreover, the Administrator may require
repayment to the Company of all or any portionrof Award if the amount of the Award was calculateded upon the achievement of
certain financial results that were subsequentystlibject of a restatement of the Company’s fir@rstatements, the Participant engaged in
misconduct that caused or contributed to the neethé restatement of the financial statements th@@émount payable to the Participant
would have been lower than the amount actually fmattle Participant had the financial results beperly reported. This Section 20 will
not be the Company’s exclusive remedy with resfestich matters and will not apply after a Chanfg&antrol.

21. Fractional Shares.

The Company is not required to issue any fracti@teres pursuant to the Plan. The Administrator prayide for the elimination of
fractions or for the settlement thereof in cash.

22. Legal Compliance.

Shares will not be issued pursuant to an Awardssnéeich Award and the issuance and delivery of Shalnes will comply with
Applicable Law. Unless the Awards and Shares cal/byethe Plan have been registered under the Siesudict or the Company has
determined that such registration is unnecessanh person receiving an Award and/or Shares pursaamy Award may be required by the
Company to give a representation in writing thathsperson is acquiring such Shares for his or tver @ccount for investment and not with a
view to, or for sale in connection with, the dilstriion of any part thereof.
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23. Inability to Obtain Authority.

To the extent the Company is unable to or the Adstritor deems it infeasible to obtain authoritynfirany regulatory body having
jurisdiction, which authority is deemed by the Ca@my's counsel to be advisable or necessary to thaulasguance and sale of any Shares
hereunder, the Company will be relieved of anyilighwith respect to the failure to issue or salich Shares as to which such requisite
authority will not have been obtained.

24. Reservation of Shares

The Company, during the term of the Plan, shadllgimes reserve and keep available such numb8hafes sufficient to satisfy the
requirements of the Plan.

25. Notice.

Any written notice to the Company required by angvisions of the Plan must be addressed to theeBagrof the Company and will |
effective when received.

26. Governing Law; Interpretation of Plan and Awards.

(a) The Plan and all determinations made and actiken pursuant hereto are governed by the suivstdaws, but not the choice of
law rules, of the state of Ohio, except as to mageverned by U.S. federal law.

(b) In the event that any provision of the Plamoy Award granted under the Plan is declared tlidggal, invalid, or otherwise
unenforceable by a court of competent jurisdicteuch provision will be reformed, if possible, betextent necessary to render it legal, valid,
and enforceable, or otherwise deleted, and theirelaaof the terms of the Plan and/or Award wilt be affected except to the extent
necessary to reform or delete such illegal, invaidunenforceable provision.

(c) The headings preceding the text of the secti@nsof are inserted solely for convenience ofregfee, and do not constitute a part of
the Plan, nor do they affect its meaning, consimacor effect.

(d) The terms of the Plan and any Award will intoeéhe benefit of and be binding upon the parte®to and their respective permitted
heirs, beneficiaries, successors, and assigns.

27. Section 409A.

(a) To the extent applicable, it is intended thatPlan and any grants made hereunder comply kétprovisions of Section 409A of t
Code, so that the income inclusion provisions aftia 409A(a)(1) of the Code do not apply to thetieipant. The Plan and any grants made
hereunder will be administered in a manner congistéth this intent. Any reference in the Plan &cBon 409A of the Code will also include
any regulations or any other formal guidance praatdd with respect to such Section by the U.S. Beent of the Treasury or the Internal
Revenue Service.

(b) Neither a Participant nor any of a Participanteditors or beneficiaries will have the righstject any deferred compensation
(within the meaning of Section 409A of the Codeyalde under the Plan and grants hereunder to aigipation, alienation, sale, transfer,
assignment, pledge, encumbrance, attachment, visharent. Except as permitted under Section 409%hefode, any deferred
compensation (within the meaning of Section 4094hefCode) payable to a Participant or for a Piggit’s benefit under the Plan and gre
hereunder may not be reduced by, or offset agangtamount owing by a Participant to the Compargny of its affiliates.
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(c) If, at the time of a Participant’s separatioonfi service (within the meaning of Section 409At&f Code), (i) the Participant is a
specified employee (within the meaning of Secti6@A of the Code and using the identification metilody selected by the Company from
time to time) and (ii) the Company makes a goothfdetermination that an amount payable hereurmestitutes deferred compensation
(within the meaning of Section 409A of the Code) tfrayment of which is required to be delayed purstmthe sixmonth delay rule set for
in Section 409A of the Code in order to avoid tagepenalties under Section 409A of the Code, therCompany will not pay such amount
on the otherwise scheduled payment date but, unteeswise provided in the Award Agreement, wikltead pay it on the first business day
of the seventh month after such separation frowmic®rand if payable in cash with interest therffom the date that such amount would h
been paid absent such determination through theealgtayment at the long-term applicable federa, rdetermined under Section 1274(d) of
the Code.

(d) Notwithstanding any provision of the Plan amdrgs hereunder to the contrary, in light of theartainty with respect to the proper
application of Section 409A of the Code, the Conypaserves the right to make amendments to thed?drgrants hereunder as the
Company deems necessary or desirable to avoidnihesition of taxes or penalties under Section 46Bthe Code. In any case, a Participant
is solely responsible and liable for the satistattf all taxes and penalties that may be imposed Barticipant or for a Participant’s account
in connection with the Plan and grants hereunaetyding any taxes and penalties under Section 4if3Ae Code), and neither the Comp
nor any of its affiliates have any obligation tadémnify or otherwise hold a Participant harmlessiftany or all of such taxes or penalties.

28. Limitation on Liability.

The Company and any Affiliate which is in existemcehereafter comes into existence will not beléab a Participant, an Employee,
Awardee, or any other persons as to:

(a) The Non-Issuance of ShareBhe non-issuance or sale of Shares as to whecEttimpany has been unable to obtain from any
regulatory body having jurisdiction the authorigetned by the Company’s counsel to be necessadng fawful issuance and sale of any
shares hereunder; and

(b) Tax or Exchange Control Consequencésy tax consequence expected, but not realizednp exchange control obligation owed,
by any Participant, Employee, Awardee, or othespermue to the receipt, exercise or settlementyiGption or other Award granted
hereunder.

29. Unfunded Plan.

Insofar as it provides for Awards, the Plan is uafed. Although bookkeeping accounts may be esteglisvith respect to Awardees
who are granted Stock Awards under the Plan, adly aocounts will be used merely as a bookkeepingamence. The Company is not
required to segregate any assets which may atimeybie represented by Awards, nor will the Plardrgstrued as providing for such
segregation, nor will the Company nor the Admigitir be deemed to be a trustee of stock or calsé &avarded under the Plan. Any liability
of the Company to any Participant with respectrtdaard will be based solely upon any contractudigations which may be created by the
Plan; no such obligation of the Company will berded to be secured by any pledge or other encumb@many property of the Company.
Neither the Company nor the Administrator are regglito give any security or bond for the perforneaatany obligation which may t
created by the Plan.

30. Foreign Employees.

Awards may be granted hereunder to Employees whéoagign nationals, who are located outside theddrBtates or who are not
compensated from a payroll maintained in the Un@&ates, or who are otherwise subject to (or coaltse the Company to be subject to)
legal or regulatory provisions of countries or galictions outside the United States, on such tamdsconditions different from those speci
in the Plan as may, in the judgment of the Admiaistr, be necessary or desirable to foster and gachievement of the purposes of the
Plan, and, in furtherance of such purposes, theiAdidtrator may make such modifications, amendments;edures, or subplans, as may be
necessary or advisable to comply with such legatgulatory provisions.
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31. Tax Withholding.

Each Participant shall pay to the Company, or nzakengements satisfactory to the Company regattimgayment of, any federal,
state, local, or foreign taxes of any kind requiogdaw to be withheld with respect to any Awardlanthe Plan no later than the date as of
which any amount under such Award first becomekudible as compensation of the Participant for txypurposes with respect to which
Company has a tax withholding obligation. Unlesseotvise determined by the Administrator, withholglobligations may be settled with
Shares, including Shares that are part of the Awraatigives rise to the withholding requirementgvided, however, that not more than the
legally required minimum withholding may be settigith Shares. The obligations of the Company unldePlan will be conditional on such
payment or arrangements, and the Company andfilsafs will, to the extent permitted by law, hatkee right to deduct any such taxes from
any Shares or any other payment due to the patitigt that time or at any future time. The Adntiaitor may establish such procedures as it
deems appropriate, including making irrevocabletaas, for the settlement of withholding obligatsowith Shares.
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Exhibit 10.2

CARDINAL HEALTH, INC.
NONQUALIFIED STOCK OPTION AGREEMENT

This Nonqualified Stock Option Agreement (this “&gment”) is entered into in Franklin County, Oldm [date of grant] (the “Grant
Date”), Cardinal Health, Inc., an Ohio corporat{tine “Company”), has awarded to [employee namejn@idee”), an option (the “Option”)
to purchase [# of shares] common shares, withawtgdae, of the Company (the “Shares”) for a po€¢bX.XX] per share. The Option has
been granted under the Cardinal Health, Inc. 2QdrigkTerm Incentive Plan (the “Plan”), and will inde and be subject to all provisions of
the Plan, which are incorporated herein by refexeand will be subject to the provisions of thiségment. Capitalized terms used in this
Agreement which are not specifically defined wiie the meanings ascribed to such terms in the f3aiFF ALTERNATIVE: This Optior
vests and becomes exercisable onthe [  anniversary of the Grant Date (the “Vesting Datslibject to the provisions of this Agreem
including those relating to Awardee’s continued @yment with the Company and its Affiliates (coliieely, the “Cardinal Group”).]
[INSTALLMENT ALTERNATIVE: This Option vests and beenes exercisable in [ ] installmentsjahtwill be as nearly equal as
possible, on the [ ] anniversaries &f ®@rant Date (each a “Vesting Date” with resped¢h&portion of the Option scheduled to vest on
such date), subject in each case to the provisibtitds Agreement, including those relating to Adee’s continued employment with the
Company and its Affiliates (collectively, the “Camedl Group”).] In the event of a Change of Conpdbr to the Participant’s Termination of
Employment, the Option vests in full, unless a Repiment Award is provided to the Participant iroadance with Section 16(b) of the Plan.
This Option will expire on [date of expiration] &HGrant Expiration Date”).

1. Method of Exercise and Payment of Price

(a) Method of ExerciseAt any time when all or a portion of the Optianeixercisable under the Plan and this Agreememte s all of
the exercisable portion of the Option may be esextifrom time to time by written notice to the Ca@mp, or such other method of exercis
may be specified by the Company, including withiguttation, exercise by electronic means on the wigd of the Company’s third-party
equity plan administrator, which will:

(i) state the number of whole Shares with respeettich the Option is being exercised; and

(ii) if the Option is being exercised by anyoneastthan Awardee, if not already provided, be accamigdl by proof satisfactory to
counsel for the Company of the right of such persopersons to exercise the Option under the Ridradi applicable laws and
regulations.

(b) Payment of PriceThe full exercise price for the portion of thetf@p being exercised shall be paid to the Compangravided
below:
(i) in cash;
(i) by check acceptable to the Company or wiredfar (denominated in U.S. Dollars);

(iii) subject to any conditions or limitations esiahed by the Administrator, other Shares ownediwardee that have a Fair
Market Value on the date of surrender equal toreaigr than the aggregate exercise price of theeSla to which said Option is
exercised (it being agreed that the excess of direMrarket Value over the aggregate exercise mitldbe refunded to Awardee, with
any fractional Share being repaid in ca:



(iv) if permitted by the Administrator, considertireceived by the Company under a broker-asssstiedand remittance program
acceptable to the Administrator;

(v) if permitted by the Administrator, and subjéztany conditions or limitations established by #tministrator, the Company’s
withholding Shares otherwise issuable upon exexfisiee Option pursuant to a “net exercise” arrangst; or

(vi) any combination of the foregoing methods ofpant.

2. Transferability The Option is transferable (a) at Awardee’s delsyhAwardee by will or pursuant to the laws of ckrst and
distribution, and (b) by Awardee during Awardeéfstime, without payment of consideration, to figtspouse, former spouse, parents,
stepparents, grandparents, parents-in-law, sihlgigngs-in-law, children, stepchildren, childrgnlaw, grandchildren, nieces or nephews of
Awardee, or any other persons sharing Awardee’sédimnid (other than tenants or employees) (collelgtivFamily Members”), i) a trust or
trusts for the primary benefit of Awardee or suemily Members, (iii) a foundation in which Awardeesuch Family Members control the
management of assets, or (iv) a partnership intwAigardee or such Family Members are the majorityamtrolling partners; provided,
however, that subsequent transfers of the tramsfedption are prohibited, except (X) if the tramséeis an individual, at the transfereedeatl
by the transferee by will or pursuant to the lasdescent and distribution, and (Y) without paymeihtonsideration to the individuals or
entities listed in subparagraphs (b)(i), (ii) an @bove, with respect to the original AwardeeeThdministrator may, in its discretion, permit
transfers to other persons and entities as pedrittehe Plan. Neither a transfer under a domestkations order in settlement of marital
property rights nor a transfer to an entity in whimore than 50% of the voting interests are ownedwardee or Family Members in
exchange for an interest in that entity will be sidered to be a transfer for consideration. Wittlrdays of any transfer, Awardee shall notify
the Company in writing of the transfer. Followingnsfer, the Option continues to be subject testme terms and conditions as were
applicable immediately prior to transfer and, ext@potherwise provided in the Plan or this Agrestynreferences to the original Awardee
deemed to refer to the transferee. The eventsTefmination of Employment of Awardee provided imnggraph 3 hereof continue to be
applied with respect to the original Awardee, faling which the Option is exercisable by the traredeonly to the extent, and for the peric
specified in paragraph 3. The Company has no diig&o notify any transferee of Awardee’s Termiaatof Employment with the Cardinal
Group for any reason. The conduct prohibited of Alga in paragraph 5 hereof continues to be praldlof Awardee following transfer to
the same extent as immediately prior to transfdrtha Option (or its economic value, as applicaldleubject to forfeiture by the transferee
and recoupment from Awardee to the same extenbasivihave been the case of Awardee had the Optibheen transferred. Awardee
remains subject to the recoupment provisions ddgraph 5 of this Agreement and tax withholding Bimns of Section 31 of the Plan
following transfer of the Option.

3. Termination of Employment

(a) Termination of Employment by Reason of DeatDsability . If a Termination of Employment occurs by reasbdenath or
Disability prior to the vesting in full of the Opti, but at least six months from the Grant Daten thny unvested portion of the Option vests
upon and becomes exercisable in full from and afteh death or Disability. The Option may theradfie exercised by the Awardee, any
transferee of Awardee, if applicable, or by thealagpresentative of the estate or by the legdtéavardee under the will of Awardee from
the date of such death or Disability until the Grarpiration Date.

(b) Termination of Employment by Reason of Retiraméf a Termination of Employment occurs by reasbRetirement prior to the
vesting in full of the Option, but at least six ntio® from the Grant Date, then a Ratable Portiomach installment of the Option that would
have vested on each future Vesting Date immediatedys and becomes exercisable. Such “RatableoRgrtith respect to the applicable
installment, is an amount equal to such installneéihe Option scheduled to vest on the applic#gsting Date multiplied by a fraction, the
numerator of which is the number of days from thiar® Date through the date of such termination,taedienominator of which is the
number of days from the Grant Date through suchik@®ate. The Option, to the extent vested, magxercised by Awardee (or any
transferee, if applicable) until the Grant




Expiration Date. If Awardee dies after Retiremdnit before the Grant Expiration Date, the Optiornthe extent vested, may be exercised by
any transferee of the Option, if applicable, otth legal representative of the estate or by thatée of Awardee under the will of Awardee
from and after such death until the Grant Expirafimte.

(c) Other Termination of Employmentf a Termination of Employment occurs by any mrasther than death, Retirement or Disability
(each at least six months from the Grant Datej @onnection with a Change of Control as set fort8ection 16(b)(iii) of the Plan, any
unexercised portion of the Option which has noteg®n such date of Termination of Employment imanatically forfeited. Subject to
Section 16(b)(iii) of the Plan and subparagraplag 8Gd (b) above, Awardee (or any transferee,pfiegble) will have 90 days from the date
of Termination of Employment or until the Grant Egpion Date, whichever period is shorter, to eisr@ny portion of the Option that is
vested and exercisable on the date of Terminafi&@mgployment; provided, however, that if the Teration of Employment was a
Termination for Cause, as determined by the Adrvimisr, the Option may be immediately canceledhgyAdministrator (whether then held
by Awardee or any transferee).

4. Restrictions on Exercis@he Option is subject to all restrictions in thigreement and/or in the Plan. As a condition of exercise
of the Option, the Company may require Awardeei®oh her transferee or successor to make anyseptation and warranty to comply w
any applicable law or regulation or to confirm dagtual matters (including Awardee’s compliancehwitie terms of paragraph 5 of this
Agreement or any employment or severance agredetween the Cardinal Group and Awardee) reasonmahlyested by the Company. The
Option is not exercisable if such exercise woullae a violation of any Applicable Law.

5. Special Forfeiture and Repayment Rul&his Agreement contains special forfeiture arghyenent rules intended to encourage
conduct that protects the Cardinal Group’s legitertausiness assets and discourage conduct thatehseor harms those assets. The
Company does not intend to have the benefits sfAlgreement reward or subsidize conduct detriméatdde Company, and therefore will
require the forfeiture of the benefits offered untiés Agreement and the repayment of gains obdairam this Agreement, according to the
rules specified below. Activities that trigger thoefeiture and repayment rules are divided into tategories: Misconduct and Competitor
Conduct.

(a) Misconduct During employment with the Cardinal Group andtfoee years after the Termination of Employmentfoy reason,
Awardee agrees not to engage in Misconduct. If Awarengages in Misconduct during employment oriwitiree years after the
Termination of Employment for any reason, then

(i) Awardee immediately forfeits the Option (or gogrt thereof that has not been exercised) whitbnaatically terminates, and

(i) Awardee shall, within 30 days following writtenotice from the Company, pay to the Company gh@n amount equal to
(A) the gross gain to Awardee or any transferemfeach and every exercise of the Option at any itign three years prior to the
date the Misconduct first occurred (as determinethb Administrator) less (B) $1.00. The gross gaicalculated by subtracting the
exercise price paid for the Shares from the FairkgliaValue of the Shares on the exercise date.

As used in this AgreementMisconduct” means

(A) disclosing or using any of the Cardinal Groupifidential information (as defined by the apabte Cardinal Group policies
and agreements) without proper authorization froen@ardinal Group or in any capacity other thanexsessary for the performance of
Awardee’s assigned duties for the Cardinal Group;

(B) violation of applicable Cardinal Group policiéscluding but not limited to conduct which wouddnstitute a breach of any
representation or certificate of compliance sighgdwardee;



(C) fraud, gross negligence or willful miscondugtdwardee, including but not limited to fraud, gsasegligence or willful
misconduct causing or contributing to a materiaberesulting in a restatement of the financiatesteents of any member of the Card
Group;

(D) directly or indirectly soliciting or recruitinfpr employment or contract work on behalf of agoer or entity other than a
member of the Cardinal Group, any person who israployee, representative, officer or director i@ @ardinal Group or who held one
or more of those positions at any time within t@emonths prior to Awardee’s Termination of Employme

(E) directly or indirectly inducing, encouraging@ausing an employee of the Cardinal Group to teatei his/her employment ol
contract worker to terminate his/her contract veittnember of the Cardinal Group;

(F) any action by Awardee and/or his or her reprizives that either does or could reasonably peeed to undermine, dimini
or otherwise damage the relationship between thidi@d Group and any of its customers, prospectiv@omers, vendors, suppliers
and/or employees known to Awardee; and

(G) breaching any provision of any employment aesance agreement with a member of the Cardinalisro

(b) Competitor Conductlf Awardee chooses to engage in Competitor Conduing employment or within one year after the
Termination of Employment for any reason, then

(i) Awardee immediately forfeits the Option (or aogrt thereof that has not been exercised) whitbnaatically terminates, and

(i) Awardee shall, within 30 days following writtenotice from the Company, pay to the Company sh@n amount equal to
(A) the gross gain to Awardee or any transferemfeach and every exercise of the Option at any simee the earlier of one year prior
to the date the Competitor Conduct first occurazidetermined by the Administrator) and one yeiar po the Termination of
Employment, if applicable, less (B) $1.00. The grgain is calculated by subtracting the exerciggegraid for the Shares from the Fair
Market Value of the Shares on the exercise date.

As used in this AgreementCompetitor Conduct ” means accepting employment with, or directlyratifectly providing services to, a
Competitor in the United States. If Awardee hasarination of Employment and Awardee’s respondibgito the Cardinal Group were
limited to a specific territory or territories withor outside the United States during the 24 m®pttior to the Termination of Employment,
then Competitor Conduct will be limited to that sifie territory or territories. A “Competitor” mearany person or business that competes
with the products or services provided by a menabé¢ne Cardinal Group for which Awardee had busimesponsibilities within 24 months
prior to Termination of Employment or about whiciwérdee obtained confidential information (as defibg the applicable Cardinal Group
policies or agreements).

(c) General

(i) Nothing in this paragraph 5 constitutes orode construed as a “noncompete” covenant or ods#raint on employment or
trade. The provisions of this paragraph do not@néwor are they intended to prevent, Awardee fsesking or accepting employment
or other work outside the Cardinal Group. The ekeowf this Agreement is voluntary. Awardee isefte choose to comply with the
terms of this Agreement and receive the beneffexred or else reject this Agreement with no advemesequences to Awardee’s
employment with the Cardinal Group.



(i) Awardee agrees to provide the Company witleast 10 days’ written notice prior to acceptingodsgment with or providing
services to a Competitor prior to one year aftaniieation of Employment.

(iii) Awardee acknowledges receiving sufficient sateration for the requirements of this paragraph&uding Awardees receip
of the Option. Awardee further acknowledges that@ompany would not provide the Option to Awardéheut Awardee’s promise to
abide by the terms of this paragraph 5. The paafis acknowledge that the provisions containgtiimparagraph 5 are ancillary to, or
part of, an otherwise enforceable agreement afrtiethis Agreement is made.

(iv) Awardee may be released from the obligatiohthis paragraph 5 if and only if the Administratietermines, in writing and in
the Administrator’s sole discretion, that a releizse the best interests of the Company.

6. Right of SefOff . By accepting this Option, Awardee consents tedudtion from, and set-off against, any amountsthtweAwardee
that are not treated as “non-qualified deferredmpemsation’under Section 409A of the Code by any member o@inal Group from tim
to time (including, but not limited to, amounts a@we Awardee as wages, severance payments orfathge benefits) to the extent of the
amounts owed to the Cardinal Group by Awardee utidgrAgreement.

7. Withholding Tax

(a) Generally. Awardee is liable and responsible for all taxagd in connection with the exercise of the Optiegardless of any acti
the Company takes with respect to any tax withimgjdibligations that arise in connection with theti@p The Company does not make any
representation or undertaking regarding the teaditnent or the treatment of any tax withholding @mieection with the exercise of the Option.
The Company does not commit and is under no oliigab structure the Option or the exercise of@mion to reduce or eliminate
Awardee’s tax liability.

(b) Payment of Withholding TaxesConcurrently with the payment of the exercise@pursuant to paragraph 1 hereof, Awardee is
required to arrange for the satisfaction of theimirm amount of any domestic or foreign tax withhe¢dobligation, whether national,
federal, state or local, including any employmemtabligation (the “Tax Withholding Obligation”) i manner acceptable to the Company.
Any manner provided for in subparagraph 1(b) isereptable manner to satisfy the Tax Withholdindjgation unless otherwise determined
by the Administrator.

8. Holding Period Requirementf Awardee is classified as an “officer” of th@@pany within the meaning of Rule 16a-1(f) under th
Securities Exchange Act of 1934, as amended (tkel&hge Act”), on the Grant Date, then, as a candib receipt of the Option, Awardee
hereby agrees to hold Shares purchased pursueatioexercise of all or a portion of this Optioithve Fair Market Value at the time of st
exercise equal to the After-Tax Net Profit, urtti¢ tfirst anniversary of such exercise (or, if esrlthe date of Awardee’s Termination of
Employment). “After-Tax Net Profit” means the tofair Market Value at the time of exercise of Skaxg to which this Option is exercised,
minus the sum of (a) the aggregate exercise pripeitchase such Shares, and (b) the amount gb@licable federal, state, local or foreign
income, employment or other tax and other siméasfthat are withheld in connection with such asercThis paragraph 8 will not apply on
or after the date of a Change of Control.

9. Governing Law/Venue for Dispute Resolution/Castd Legal FeesThis Agreement is governed by the laws of theeSté Ohio,
without regard to principles of conflicts of lankaept to the extent superseded by the laws of thitet) States of Americahe parties agree
and acknowledge that the laws of the State of Ohlmear a substantial relationship to the parties andir this Agreement and that the
Option and benefits granted herein would not be grated without the governance of this Agreement by thlaws of the State of Ohio. I
addition, all legal actions or proceedings relatindo this Agreement must be brought exclusively intate or federal courts located in
Franklin County, Ohio and the parties executing ths




Agreement hereby consent to the personal jurisdiadin of such courts Awardee acknowledges that the covenants contampdragraph 5
of this Agreement are reasonable in nature, aréaonental for the protection of the Company’s leggie business and proprietary interests,
and do not adversely affect Awardee’s ability tonea living. In the event that it becomes necesfaryhe Company to institute legal
proceedings under this Agreement, Awardee is resplento the Company for all costs and reasonagallfees incurred by the Company in
connection with the proceedings. Any provisionhag tAgreement which is determined by a court of petant jurisdiction to be invalid or
unenforceable should be construed or limited ireamer that is valid and enforceable and that cartesgst to the business objectives
intended by the provision, without invalidatingrendering unenforceable the remaining provisionthisf Agreement.

10. Action by the AdministratarThe parties agree that the interpretation of Algieeement rests exclusively and completely withie
sole discretion of the Administrator. The partigse® to be bound by the decisions of the Admirtistraith regard to the interpretation of t
Agreement and with regard to any and all mattetr§osth in this Agreement. In fulfilling his or heesponsibilities, the Administrator may
rely upon documents, written statements of thegmrfinancial reports or other material as the Adstrator deems appropriate. The parties
agree that there is no right to be heard or to @ppefore the Administrator and that any decisibthe Administrator relating to this
Agreement, including without limitation whether panlar conduct constitutes Misconduct or Competonduct, is final and binding. The
Administrator may delegate its functions under thigeement to an officer of the Cardinal Group deated by the Administrator.

11. Prompt Acceptance of Agreemeifithe Option grant evidenced by this Agreement, ailithe discretion of the Administrator, be
forfeited if this Agreement is not manually execlitand returned to the Company, or electronicalcexed by Awardee by indicating
Awardee’s acceptance of this Agreement in accomavith the acceptance procedures set forth on timep@ny’s third-party equity plan
administrator’s web site, within 90 days of the @rBate.

12. Electronic Delivery and Consent to ElectrorgetiRipation. The Company may, in its sole discretion, decidédliver any
documents related to the Option grant under aniicgeation in the Plan or future options that maygvanted under the Plan by electronic
means. Awardee hereby consents to receive suchraota by electronic delivery and to participatéhie Plan through an on-line or
electronic system established and maintained bZtmapany or another third party designated by the@any, including the acceptance of
option grants and the execution of option agreesémbugh electronic signature.

13. Notices All notices, requests, consents and other comeations required or provided under this Agreemetitet delivered by
Awardee to the Company will be in writing and v deemed sufficient if delivered by hand, natiynedcognized overnight courier, or
certified or registered mail, return receipt redadspostage prepaid, and will be effective updivels/ to the Company at the address set
forth below:

Cardinal Health, Inc.

7000 Cardinal Place
Dublin, Ohio 43017
Attention: General Counsel

All notices, requests, consents and other commtiaircarequired or provided under this Agreemertigalelivered by the Company to
Awardee may be delivered by e-mail or in writinglamill be deemed sufficient if delivered by e-m&ignd, facsimile, nationally recognized
overnight courier, or certified or registered megurn receipt requested, postage prepaid, andeiffective upon delivery to Awardee.

14. Employment Agreement, Offer Letter or Otheraligement To the extent a written employment agreemengrdéftter or other
arrangement (“Employment Arrangement”) that wasrapgd by the Human Resources and Compensation Citeeror the Board of
Directors or that was approved in writing by ariggf of the Company pursuant to delegated authofitihie Human Resources and
Compensation Committee provides for greater bentfidwardee with respect to (a) vesting of thei@pbn Termination of Employment by
reason of specified events or (b) exercisabilityhef Option following Termination of Employmentatih
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provided in this Agreement or in the Plan, thentdrens of such Employment Arrangement with respeeesting of the Option on
Termination of Employment by reason of such spedifivents or exercisability of the Option followifigrmination of Employment
supersede the terms hereof to the extent perntittékde terms of the Plan.

15. RecoupmentThis Agreement will be administered in compliamdth Section 10D of the Exchange Act and any ayaiie rules or
regulations promulgated by the Securities and BxghaCommission or any national securities exchangpational securities association on
which the Shares may be traded. In its discretimareover, the Administrator may require repaymerthe Company of all or any portion of
this Award if the amount of the Award was calcuthiesed upon the achievement of certain finanellts that were subsequently the
subject of a restatement of the Company’s finarstetements, Awardee engaged in misconduct thaedaar contributed to the need for the
restatement of the financial statements, and theuatpayable to Awardee would have been lower tharamount actually paid to Awardee
had the financial results been properly reportéis paragraph 15 is not the Company’s exclusiveedgnwith respect to such matters. This
paragraph 15 will not apply after a Change of Galntr

16. AmendmentsAny amendment to the Plan will be deemed to bena@naiment to this Agreement to the extent that theralment is
applicable hereto; provided, however, that no armesrd will impair the rights of Awardee with respéetan outstanding Award unless agr
to by Awardee and the Company, which agreement brigt writing and signed by Awardee and the Corgp&ther than following a
Change of Control, no such agreement is requirdteifAdministrator determines in its sole discretibat such amendment either (a) is
required or advisable in order for the Company,Rlen or the Option to satisfy any Applicable Lamt@meet the requirements of any
accounting standard or (b) is not reasonably likelgignificantly diminish the benefits provideddam the Option, or that any such
diminishment has been adequately compensated.

CARDINAL HEALTH, INC.

By:

Its:




ACCEPTANCE OF AGREEMENT

Awardee hereby: (a) acknowledges receiving a cdplyeoPlan, which has either been previously dedideor is provided with this
Agreement, and represents that he or she is familta and understands all provisions of the Plad this Agreement; (b) voluntarily and
knowingly accepts this Agreement and the Optiomtgré to him or her under this Agreement subjeetitprovisions of the Plan and this
Agreement, including the provisions in this Agreamegarding “Recoupment” set forth in paragraplathéve and “Misconduct,”
“Competitor Conduct” and “Special Forfeiture andgpBgment Rules” set forth in paragraph 5 above;(aptepresents that he or she
understands that the acceptance of this Agreeemigh an on-line or electronic system, if applleabarries the same legal significance as
if he or she manually signed this Agreement. Awarfiether acknowledges receiving a copy of the Camyfs most recent annual report to

shareholders and other communications routinelyibiged to the Company’s shareholders and a colyeoPlan Description pertaining to
the Plan.

[

Awardef¢' s Signature

Date]



Exhibit 10.3

CARDINAL HEALTH, INC.
RESTRICTED SHARE UNITS AGREEMENT

This Restricted Share Units Agreement (this “Agreatt) is entered into in Franklin County, Ohio. {(@nant date] (the “Grant Date”),
Cardinal Health, Inc, an Ohio corporation (the “Gmmy”), has awarded to [employee name] (“Award¢edf shares] restricted share units
(the “Restricted Share Units” or “Award”), repretiag an unfunded unsecured promise of the Compaugliver common shares, without
par value, of the Company (the “Share®’Awardee as set forth herein. The Restricted &Sbiaits have been granted pursuant to the Cal
Health, Inc. 2011 Long-Term Incentive Plan (theat), and are subject to all provisions of the Plahich are incorporated herein by
reference, and are subject to the provisions sfAlgreement. Capitalized terms used in this Agregmdich are not specifically defined h:
the meanings ascribed to such terms in the Plan.

1. Vesting of Restricted Share Units

(a) General [CLIFF ALTERNATIVE: The Restricted Share Unitssteon the [ ] anniversary of the Graat®(the “Vesting
Date”), subject to the provisions of this Agreemémtluding those relating to the Awards&ontinued employment with the Company an
Affiliates (collectively, the “Cardinal Group”).JINSTALLMENT ALTERNATIVE: The Restricted Share Unitgest in [ ] installments,
which will be as nearly equal as possible, on the [ ] anniversaries of the Grant Date (emtKesting Date” with respect to the portion of
the Restricted Share Units scheduled to vest o date), subject in each case to the provisiotkisfAgreement, including those relating to
the Awardee’s continued employment with the Compamy its Affiliates (collectively, the “Cardinal Gup”).]

(b) Change of Contralln the event of a Change of Control prior to anfieation of Employment, the Restricted Share Uwdtst in full,
unless a Replacement Award is provided to Awardesccordance with Section 16(b) of the Plan. AnplReement Award must vest in full
upon (i) a Termination for Good Reason by Awardme\(ided that no later than 90 days following arrévotherwise permitting a
Termination for Good Reason, Awardee gives noticiné Company of the occurrence of such eventla€bmpany fails to cure the event
within 30 days following its receipt of such noficéi) a Termination of Employment by the Compamyits successor in the Change of
Control other than a Termination for Cause, of fiiivardee’s death or Disability, in each case, ogog during the period of two years after
the Change of Control. In addition, if a Replacet@nard is provided, any Restricted Share Unitd ¥hauld vest in accordance with
Paragraphs 3(b) or (c) in connection with Awardé&sirement or Disability if Awardee’s Terminatioh Employment occurred on the date
of the Change of Control will for purposes of tAigreement vest at the time of the Change of Control

2. Transferability The Restricted Share Units are not transferable.

3. Termination of Employment

(a) General Except as set forth in Paragraphs 1(b) and 3{®)X@), if a Termination of Employment occurs priorthe vesting of a
Restricted Share Unit, such Restricted Share Wiidrieited by Awardee immediately after such Teraion of Employment.

(b) Death or Disability If a Termination of Employment occurs prior t@ thesting in full of the Restricted Share Unitsrbgison of
Awardees death or Disability, but at least 6 months fréve Grant Date, then any unvested Restricted Shaite Ithmediately vest in full ar
are not forfeited.

(c) Retirement If a Termination of Employment occurs prior t@ thesting in full of the Restricted Share Unitsrbgison of Awardee’s
Retirement, but at least 6 months from the Grane[Dhen a Ratable Portion of each installmenhefRestricted Share Units that would have
vested on each future Vesting Date, to the extenpreviously vested, immediately vests and isfadeited. Such “Ratable Portion,” with
respect to th



applicable installment, is an amount equal to saostallment of the Restricted Share Units schedtdedest on the applicable Vesting Date
multiplied by a fraction, the numerator of whichtti® number of days from the Grant Date throughdtite of such termination, and the
denominator of which is the number of days from@ant Date through such Vesting Date.

4. Special Forfeiture and Repayment Rul&kis Agreement contains special forfeiture arghyenent rules intended to encourage
conduct that protects the Cardinal Group’s legitartausiness assets and discourage conduct thatehseor harms those assets. The
Company does not intend to have the benefits sfAlgreement reward or subsidize conduct detrimé¢atdde Company, and therefore will
require the forfeiture of the benefits offered untiés Agreement and the repayment of gains obdairem this Agreement, according to the
rules specified below. Activities that trigger toefeiture and repayment rules are divided into bategories: Misconduct and Competitor
Conduct.

(a) Misconduct During employment with the Cardinal Group andtfoee years after the Termination of Employmentfoy reason,
Awardee agrees not to engage in Misconduct. If Awarengages in Misconduct during employment oriwitiree years after the
Termination of Employment for any reason, then

(i) Awardee immediately forfeits the Restricted &hlnits that have not yet vested or that vestethgttime within three years
prior to the Misconduct and have not yet been paiduant to Paragraph 5 hereof, and those forf&t=dricted Share Units
automatically terminate, and

(if) Awardee shall, within 30 days following writienotice from the Company, pay to the Company 8han amount equal to
(A) the gross gain to Awardee resulting from thgmpant of Restricted Share Units pursuant to PapdigBahereof that had vested at any
time within three years prior to the date the Misthact first occurred (as determined by the Admiatstr) less (B) $1.00. The gross g
is the Fair Market Value of the Shares represebyetthe Restricted Share Units on the date of réceip

As used in this AgreementMisconduct” means

(A) disclosing or using any of the Cardinal Grouptsfidential information (as defined by the apabite Cardinal Group policies
and agreements) without proper authorization freenG@ardinal Group or in any capacity other thanexssary for the performance of
Awardee’s assigned duties for the Cardinal Group;

(B) violation of applicable Cardinal Group policjeéscluding but not limited to conduct which wouddnstitute a breach of any
representation or certificate of compliance sighgdwardee;

(C) fraud, gross negligence or willful miscondugtdwardee, including but not limited to fraud, gsasegligence or willful
misconduct causing or contributing to a materiaberesulting in a restatement of the financiatesteents of any member of the Card
Group;

(D) directly or indirectly soliciting or recruitinfpr employment or contract work on behalf of agoer or entity other than a
member of the Cardinal Group, any person who israployee, representative, officer or director i@ @ardinal Group or who held one
or more of those positions at any time within t@emonths prior to Awardee’s Termination of Employme

(E) directly or indirectly inducing, encouraging@ausing an employee of the Cardinal Group to teatei his/her employment ol
contract worker to terminate his/her contract veittnember of the Cardinal Group;

(F) any action by Awardee and/or his or her reprizives that either does or could reasonably peeed to undermine, dimini
or otherwise damage the relationship between thidi@d Group and any of its customers, prospectiv@omers, vendors, suppliers
and/or employees known to Awardee; and



(G) breaching any provision of any employment sesance agreement with a member of the CardinaliGro

(b) Competitor Conductlf Awardee chooses to engage in Competitor Conduing employment or within one year after the
Termination of Employment for any reason, then

(i) Awardee immediately forfeits the Restricted &hlnits that have not yet vested or that vestedhgttime within one year prior
to the Competitor Conduct and have not yet beeth paisuant to Paragraph 5 hereof, and those fedféestricted Share Units
automatically terminate, and

(if) Awardee shall, within 30 days following writienotice from the Company, pay to the Company 8han amount equal to
(A) the gross gain to Awardee resulting from thgmpant of Restricted Share Units pursuant to PapdigBahereof that had vested at any
time since the earlier of one year prior to theedae Competitor Conduct first occurred (as deteeahiby the Administrator) or one ye
prior to the Termination of Employment, if applitebless (B) $1.00. The gross gain is the Fair Maxkalue of the Shares represented
by the Restricted Share Units on the date of réceip

As used in this AgreementCompetitor Conduct ” means accepting employment with, or directlyratiiectly providing services to, a
Competitor in the United States. If Awardee haemfination of Employment and Awardee’s respongibsgito the Cardinal Group were
limited to a specific territory or territories withor outside the United States during the 24 mepttior to the Termination of Employment,
then Competitor Conduct will be limited to that sifie territory or territories. A “Competitor” mearany person or business that competes
with the products or services provided by a menabé¢ne Cardinal Group for which Awardee had bussmesponsibilities within 24 months
prior to Termination of Employment or about whiciwérdee obtained confidential information (as defibg the applicable Cardinal Group
policies or agreements).

(c) General

(i) Nothing in this Paragraph 4 constitutes ooidé construed as a “noncompete” covenant or ogséraint on employment or
trade. The provisions of this Paragraph do notgmewnor are they intended to prevent, Awardee fsesking or accepting employment
or other work outside the Cardinal Group. The ekeowf this Agreement is voluntary. Awardee isefte choose to comply with the
terms of this Agreement and receive the beneffeyed or else reject this Agreement with no advemsesequences to Awardee’s
employment with the Cardinal Group.

(i) Awardee agrees to provide the Company witleast 10 days’ written notice prior to acceptingpdsgment with or providing
services to a Competitor within one year after Timation of Employment.

(iii) Awardee acknowledges receiving sufficient s@eration for the requirements of this Paragraphciuding Awardees receip
of the Restricted Share Units. Awardee further askadges that the Company would not provide theiiRésd Share Units to Award:
without Awardee’s promise to abide by the termthef Paragraph 4. The parties also acknowledgehbatrovisions contained in this
Paragraph 4 are ancillary to, or part of, an otlimrwenforceable agreement at the time this Agreemmenade.

(iv) Awardee may be released from the obligatioihthis Paragraph 4 if and only if the Administrat@atermines, in writing and in
the Administrator’s sole discretion, that a releiase the best interests of the Company.
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5. Payment

(a) General Subject to the provisions of Paragraph 4 of Agseement and Paragraphs 5(b), (c), (d) and (emhedwardee is entitled
to receive from the Company (without any paymenbehalf of Awardee other than as described in Papdgl0) the Shares represented by
the Restricted Share Units on the Vesting Date.

(b) Death. To the extent that Restricted Share Units arédesn the date of Awardee’s Termination of Empleytrdue to death,
Awardee is entitled to receive the correspondingr&hfrom the Company on the date of death.

(c) Disability, Retirement and Other SeparatiomsifiService To the extent that Restricted Share Units aréedess the result of
Disability, Retirement or otherwise on the datdwefardee’s “separation from service” (determine@atordance with Section 409A of the
Code), Awardee is entitled to receive the corredpanShares from the Company on the date of Awasdseparation from service”;
provided, however, that if Awardee on the dateegfasation from service is a “specified employe&ri@in officers of the Cardinal Group
within the meaning of Section 409A of the Code dateed using the identification methodology selddig the Company from time to time
Awardee is entitled to receive the correspondingr&h from the Company on the first day of the st#hveronth after the date of Awardee’s
separation from service or, if earlier, the dat@&wfardee’s death.

(d) Change of ContralTo the extent that Restricted Share Units aréedesn the date of a Change of Control, Awardesnigled to
receive the corresponding Shares from the Compariedate of the Change of Control; provided, hargethat if such Change of Control
would not qualify as a permissible date of disttity under Section 409A(a)(2)(A) of the Code, amel tegulations thereunder, and where
Section 409A of the Code applies to such distrinwytAwardee is entitled to receive the correspap@hares from the Company on the date
that would have otherwise applied pursuant to Rapts 5(a), (b) or (c).

(e) Elections to Defer ReceipElections to defer receipt of the Shares beybediaite of payment provided herein may be permitted
the discretion of the Administrator pursuant togadures established by the Administrator in compgkawith the requirements of
Section 409A of the Code.

6. Dividend EquivalentsAwardee is not entitled to receive cash dividemlshe Restricted Share Units, but will receivdivadend
equivalent payment from the Company in an amounakip the dividends that would have been paidamheéShare paid under this
Agreement if it had been outstanding between tlentddate and the payment date of any Shares repeesky the Restricted Share Units
(i.e., based on the record date for cash dividerglg)ject to an election to defer receipt as peeshiinder Paragraph 5(e), the Company shall
pay dividend equivalent payments in cash on thengay date of the Shares represented by the Resti®ttare Units.

7. Holding Period Requirementf Awardee is classified as an “officer” of th@@pany within the meaning of Rule 16a-1(f) under th
Securities Exchange Act of 1934, as amended (tkeH&nge Act”), on the Grant Date, then, as a candib receipt of the Restricted Share
Units, Awardee hereby agrees to hold, until thet mniversary of the applicable Vesting Date ifararlier, the date of Awardee’s
Termination of Employment), the Shares issued jovested Restricted Share Units (less any portieneof withheld in order to satisfy all
applicable federal, state, local or foreign incoeraployment or other tax). This Paragraph 7 witlaygply on or after the date of a Change of
Control.

8. Right of SetOff . By accepting these Restricted Share Units, Avaodbmsents to a deduction from, and set-off agaamst amounts
owed to Awardee that are not treated as “non-gedldeferred compensation” under Section 409A efGbde by any member of the
Cardinal Group from time to time (including, butttinited to, amounts owed to Awardee as wagesrsece payments or other fringe
benefits) to the extent of the amounts owed taQamlinal Group by Awardee under this Agreement.

9. No Shareholder RightsAwardee has no rights of a shareholder with reisfeethe Restricted Share Units, including no righvote
the Shares represented by the Restricted Shars, Wniil such Shares vest and are paid to Awardee.
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10. Withholding Tax

(a) Generally Awardee is liable and responsible for all taxe®d in connection with the Restricted Share Uriitslgding taxes owed
with respect to the cash payments described ingPgvh 6 hereof), regardless of any action the Compekes with respect to any tax
withholding obligations that arise in connectionttwihe Restricted Share Units. The Company doesiake any representation or
undertaking regarding the tax treatment or thetrmeat of any tax withholding in connection with t&nt or vesting of the Restricted Share
Units or the subsequent sale of Shares issuabdipuirto the Restricted Share Units. The Compaeyg dot commit and is under no
obligation to structure the Restricted Share Utaitseduce or eliminate Awardee’s tax liability.

(b) Payment of Withholding Taxedrior to any event in connection with the RestdcShare Units (e.g., vesting or payment) that the
Company determines may result in any domesticida tax withholding obligation, whether nationfaderal, state or local, including any
employment tax obligation (the “Tax Withholding @altion”), Awardee is required to arrange for théisfaction of the minimum amount of
such Tax Withholding Obligation in a manner accbfgdo the Company. Unless Awardee elects to gatief Tax Withholding Obligation &
an alternative means that is then permitted byAttrinistrator, Awardee’s acceptance of this Agreehmenstitutes Awardee’s instruction
and authorization to the Company to withhold on Ade®’'s behalf the number of Shares from those Shaseable to Awardee under this
Award as the Company determines to be sufficiestatesfy the Tax Withholding Obligation as and wlagy such Tax Withholding
Obligation becomes due. In the case of any amawititheld for taxes pursuant to this provision ie form of Shares, the amount withheld
may not exceed the minimum required by applicadlednd regulations. The Company has the right ductefrom all cash payments paid
pursuant to Paragraph 6 hereof the amount of a®gstahich the Company is required to withhold wehpect to such payments.

11. Governing Law/Venue for Dispute Resolution/Gastd Legal FeesThis Agreement is governed by the laws of theeSté Ohio,
without regard to principles of conflicts of lankaept to the extent superseded by the laws of thitet) States of Americahe parties agree
and acknowledge that the laws of the State of Ohlmear a substantial relationship to the parties andir this Agreement and that the
Restricted Share Units and benefits granted hereiwould not be granted without the governance of thi\greement by the laws of the
State of Ohio. In addition, all legal actions or poceedings relating to this Agreement must be brouglexclusively in state or federal
courts located in Franklin County, Ohio and the paties executing this Agreement hereby consent to theersonal jurisdiction of such
courts. Awardee acknowledges that the covenants contamPdriagraph 4 of this Agreement are reasonablaturaey are fundamental for t
protection of the Company’s legitimate business amgrietary interests, and do not adversely affacardee’s ability to earn a living. In the
event that it becomes necessary for the Compaimstitute legal proceedings under this Agreememtadlee is responsible to the Company
for all costs and reasonable legal fees incurrethbyCompany in connection with the proceedings: piovision of this Agreement which is
determined by a court of competent jurisdictioféoinvalid or unenforceable should be construddroted in a manner that is valid and
enforceable and that comes closest to the busiigsstives intended by the provision, without ingating or rendering unenforceable the
remaining provisions of this Agreement.

12. Action by the AdministratarThe parties agree that the interpretation of Agigeement rests exclusively and completely withim
sole discretion of the Administrator. The partigse® to be bound by the decisions of the Admirtistraith regard to the interpretation of t
Agreement and with regard to any and all matter$osth in this Agreement. In fulfilling its respsibilities hereunder, the Administrator may
rely upon documents, written statements of thegmrfinancial reports or other material as the Adstrator deems appropriate. The parties
agree that there is no right to be heard or to @ppefore the Administrator and that any decisibthe Administrator relating to this
Agreement, including whether particular conductstitates Misconduct or Competitor Conduct, is fiaatl binding. The Administrator may
delegate its functions under this Agreement toféines of the Cardinal Group designated by the Adlistrator.
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13. Prompt Acceptance of Agreemeiithe Restricted Share Unit grant evidenced byAlieement will, at the discretion of the
Administrator, be forfeited if this Agreement istmoanually executed and returned to the Companglemtronically executed by Awardee by
indicating Awardee’s acceptance of this Agreemeratdcordance with the acceptance procedures $ietdiothe Company’s third-party
equity plan administrator’'s web site, within 90 daf the Grant Date.

14. Electronic Delivery and Consent to Electronégtieipation. The Company may, in its sole discretion, decidéeliver any
documents related to the Restricted Share Unittgnager and participation in the Plan or futuretReted Share Units that may be granted
under the Plan by electronic means or to requestrdee’s consent to participate in the Plan by edeat means. Awardee hereby consents to
receive such documents by electronic delivery anghtticipate in the Plan through an on-line ocetmic system established and maintained
by the Company or another third party designatethbyCompany, including the acceptance of resttisteare unit grants and the executio
restricted share unit agreements through electsigitature.

15. Notices All notices, requests, consents and other comeations required or provided under this Agreemetitet delivered by
Awardee to the Company will be in writing and ik deemed sufficient if delivered by hand, natilynadcognized overnight courier, or
certified or registered mail, return receipt redadspostage prepaid, and will be effective updivels/ to the Company at the address set
forth below:

Cardinal Health, Inc.

7000 Cardinal Place
Dublin, Ohio 43017
Attention: General Counsel

All notices, requests, consents and other commtiaicarequired or provided under this Agreemeriid¢alelivered by the Company to
Awardee may be delivered by e-mail or in writinglamill be deemed sufficient if delivered by e-m&ignd, facsimile, nationally recognized
overnight courier, or certified or registered megurn receipt requested, postage prepaid, andeiffective upon delivery to Awardee.

16. Employment Agreement, Offer Letter or Otheraligement To the extent a written employment agreemengrdéftter or other
arrangement (“Employment Arrangement”) that wasrapgd by the Human Resources and Compensation Citaeror the Board of
Directors or that was approved in writing by ariggf of the Company pursuant to delegated authofitiie Human Resources and
Compensation Committee provides for greater benfiflwardee with respect to vesting of the Awandlermination of Employment than
provided in this Agreement or in the Plan, thenttrens of such Employment Arrangement with respeeesting of the Award on
Termination of Employment by reason of such spedifivents supersede the terms hereof to the gaemitted by the terms of the Plan.

17. RecoupmentThis Agreement will be administered in compliamdth Section 10D of the Exchange Act and any ayaiie rules or
regulations promulgated by the Securities and BxghaCommission or any national securities exchangpational securities association on
which the Shares may be traded. In its discretimareover, the Administrator may require repaymerthe Company of all or any portion of
this Award if the amount of the Award was calcuthiesed upon the achievement of certain finanemllts that were subsequently the
subject of a restatement of the Company’s finarstetements, Awardee engaged in misconduct thaedaar contributed to the need for the
restatement of the financial statements, and theuatmpayable to Awardee would have been lower tharamount actually paid to Awardee
had the financial results been properly reportédis Paragraph 17 is not the Company’s exclusivetgmvith respect to such matters. This
Paragraph 17 will not apply after a Change of Gantr

18. Amendment Any amendment to the Plan is deemed to be andmemt to this Agreement to the extent that the ahlmemt is
applicable hereto; provided, however, that no amesd may impair the rights of Awardee with resgecin outstanding Restricted Share
Unit unless agreed to by Awardee and the Compahichwagreement must be in writing and signed by rdea and the Company. Other t
following a Change of Control, no such agreemengdgiired if the Administrator determines in it$esdiscretion that such amendment either
(a) is required or advisable in order for the Comypahe Plan or the Restricted Share Units to fyadisy
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Applicable Law or to meet the requirements of aogoainting standard or (b) is not reasonably likelgignificantly diminish the benefits
provided under the Restricted Share Units, ordngtsuch diminishment has been adequately commehsat

CARDINAL HEALTH, INC.

By:

Its:




ACCEPTANCE OF AGREEMENT

Awardee hereby: (a) acknowledges that he or shedta$/ed a copy of the Plan, a copy of the Comjsampst recent annual report to
shareholders and other communications routinelyibiged to the Company’s shareholders, and a obplye Plan Description pertaining to
the Plan; (b) accepts this Agreement and the RestriShare Units granted to him or her under tlygedment subject to all provisions of the
Plan and this Agreement, including the provisianthie Agreement regarding “Recoupment” set fortRamagraph 17 above and
“Misconduct,” “Competitor Conduct” and “Special Feiture and Repayment Rules” set forth in Paragrapbove; (c) represents that he or
she understands that the acceptance of this Agrgghreugh an on-line or electronic system, if &ggidle, carries the same legal significance
as if he or she manually signed the Agreement;(d@hdgrees that no transfer of the Shares delivieregspect of the Restricted Share Units
may be made unless the Shares have been dulyeregistnder all applicable Federal and state sesuf#ws pursuant to a then-effective

registration which contemplates the proposed tearmf unless the Company has received a writtemiapiof, or satisfactory to, its legal
counsel that the proposed transfer is exempt frach segistration.

[

Awarde€' s Signature

Date]



Exhibit 10.4

CARDINAL HEALTH, INC.
PERFORMANCE SHARE UNITS AGREEMENT

This Performance Share Units Agreement (this “Agreet”) is entered into in Franklin County, Ohio. {@nant date] (the “Grant
Date”), Cardinal Health, Inc, an Ohio corporatitime(“Company”), has awarded to [employee name] (@fdee”) [target # of units]
performance-based share units (the “Performancee3baits” or “Award”). The Performance Share Utitsre been granted pursuant to the
Cardinal Health, Inc. 2011 Long-Term Incentive Pfdme “Plan”), and are subject to all provisiongted Plan, which are incorporated herein
by reference, and are subject to the provisiorthiefAgreement. Capitalized terms used in this A&grent which are not specifically defined
have the meanings ascribed to them in the Plan.

1. Vesting of Performance Share Uniubject to the provisions of this Agreement, zerpmaximum percentage] of the Performance
Share Units vest when the Administrator certifles payout level (“Payout Level”) as a result ofiagement of: (a) specific performance
criteria (the “Performance Goals”) for a performamperiod (“Performance Period”) set forth in Exhidiattached hereto; and (b) Qualifying
Performance Criteria set by the Administrator fétexformance Period, if the Award is intended tisBathe requirements for “performance-
based compensation” under Section 162(m) of theeCod

2. Transferability The Performance Share Units are not transferable.

3. Termination of Employment

(a) General Except to the extent that vesting occurs purst@Rtaragraphs 3(b), (c) and (d) and Paragragtaslérmination of
Employment occurs prior to the applicable paymexé dn Paragraph 6(a) (the “Payment Date”) asseatiaith a Performance Period, any
Performance Share Units allocated to that Perfocm#@®eriod, whether vested or unvested, are fodfdigeAwardee.

(b) Death or Disability If a Termination of Employment occurs prior te thayment Date by reason of Awardee’s death omiditya,
but at least 6 months after the Grant Date, therPdgrformance Share Units for a Performance Paiilbglest as if Awardee had remained
employed through the Payment Date.

(c) Retirement If a Termination of Employment occurs prior t@ thayment Date by reason of Awardee’s Retirementatleast 6
months after the Grant Date, then the PerformaheeeSUnits for a Performance Period will vesth®e éxtent not previously vested, in an
amount equal to the number of Performance Sharts thdt Awardee would have received if Awardee temdained employed through the
Payment Date multiplied by a fraction, the numarafowvhich is the number of days in the PerformaReeod up to the date of such
Termination of Employment, and the denominator bfol is the total number of days in such Performegeriod.

(d) Involuntary Termination After Completion of &fformance PeriodIf a Termination of Employment by the Cardinab@p (as
defined below), other than a Termination for Cawseurs after the completion of a Performance Edrit prior to the Payment Date, then
the Performance Share Units for the applicabledPaidnce Period will vest as if Awardee had remaragloyed through the Payment Dz




4. Special Forfeiture and Repayment Rul@his Agreement contains special forfeiture amghyenent rules intended to encourage
conduct that protects the Company’s and its Atfiga (collectively, the “Cardinal Group’stegitimate business assets and discourage co
that threatens or harms those assets. The Compasyndt intend to have the benefits of this Agregmeward or subsidize conduct
detrimental to the Company, and therefore will isgjthe forfeiture of the benefits offered unddstAgreement and the repayment of gains
obtained from this Agreement, according to theggigecified below. Activities that trigger the feittire and repayment rules are divided into
two categories: Misconduct and Competitor Conduct.

(a) Misconduct During employment with the Cardinal Group andtfoee years after the Termination of Employmentfoy reason,
Awardee agrees not to engage in Misconduct. If Awarengages in Misconduct during employment oriwitiree years after the
Termination of Employment for any reason, then

(i) Awardee immediately forfeits the Performance&@hUnits that have not yet vested or that vestedytime within three years
prior to the Misconduct and have not yet been paiduant to Paragraph 6 hereof, and those forf@igrtbrmance Share Units
automatically terminate, and

(if) Awardee shall, within 30 days following writienotice from the Company, pay to the Company 8han amount equal to:
(A) the gross gain to the Awardee resulting from playment of the Performance Share Units pursodPatagraph 6 hereof that had
vested at any time within three years prior todhte the Misconduct first occurred (as determinethb Administrator) less (B) $1.00.
The gross gain is the Fair Market Value of the 88aepresented by the Performance Share UnitsedRapment Date.

As used in this AgreementMisconduct” means

(A) disclosing or using any of the Cardinal Grouptsfidential information (as defined by the apalite Cardinal Group policies
and agreements) without proper authorization freenGardinal Group or in any capacity other thanexessary for the performance of
Awardee’s assigned duties for the Cardinal Group;

(B) violation of applicable Cardinal Group policjescluding but not limited to conduct which wouddnstitute a breach of any
representation or certificate of compliance sighgd\wardee;

(C) fraud, gross negligence or willful miscondugtdwardee, including but not limited to fraud, gsasegligence or willful
misconduct causing or contributing to a materiaberesulting in a restatement of the financiatesteents of any member of the Card
Group;



(D) directly or indirectly soliciting or recruitinfpr employment or contract work on behalf of agoer or entity other than a
member of the Cardinal Group, any person who israployee, representative, officer or director i@ @ardinal Group or who held one
or more of those positions at any time within t@emonths prior to Awardee’s Termination of Employme

(E) directly or indirectly inducing, encouraging @ausing an employee of the Cardinal Group to teatei his/her employment ol
contract worker to terminate his/her contract veittnember of the Cardinal Group;

(F) any action by Awardee and/or his or her reprizgives that either does or could reasonably peerd to undermine, dimini
or otherwise damage the relationship between tmdiGd Group and any of its customers, prospedaiv@omers, vendors, suppliers
and/or employees known to Awardee; and

(G) breaching any provision of any employment asesance agreement with a member of the CardinaliGro

(b) Competitor Conductlf Awardee chooses to engage in Competitor Conduing employment or within one year after the
Termination of Employment for any reason, then

(i) Awardee immediately forfeits the Performanceaf@hUnits that have not yet vested or that vestediyatime within one year
prior to the Competitor Conduct and have not yeinbeaid pursuant to Paragraph 6 hereof, and tloofstéd Performance Share Units
automatically terminate, and

(i) Awardee shall, within 30 days following writtenotice from the Company, pay the Company an atmequmal to: (A) the gross
gain to Awardee resulting from the payment of Pennce Share Units pursuant to Paragraph 6 hdrabhad vested at any time since
the earlier of one year prior to the date the CditggeConduct first occurred (as determined by Aldeninistrator) or one year prior to
the Termination of Employment, if applicable, 1¢B$ $1.00. The gross gain is the Fair Market Valtithe Shares represented by the
Performance Share Units on the Payment Date.

As used in this Agreement,Competitor Conduct ” means accepting employment with, or directlyratifectly providing services to, a
Competitor in the United States. If Awardee hasarination of Employment and Awardee’s respondibgito the Cardinal Group were
limited to a specific territory or territories withor outside the United States during the 24 m®pttior to the Termination of Employment,
then Competitor Conduct is limited to that spediiritory or territories. A “Competitorfheans any person or business that competes wi
products or services provided by a member of theli@al Group for which Awardee had business resjpiit®s within 24 months prior to
Termination of Employment or about which Awarde¢aited confidential information (as defined by #pplicable Cardinal Group policies
or agreements).



(c) General

(i) Nothing in this Paragraph 4 constitutes ooidé construed as a “noncompete” covenant or ofis&raint on employment or
trade. The provisions of this Paragraph do notgm&wor are they intended to prevent, Awardee fsesking or accepting employment
or other work outside the Cardinal Group. The ekeowf this Agreement is voluntary. Awardee isefte choose to comply with the
terms of this Agreement and receive the beneffexred or else reject this Agreement with no advemesequences to Awardee’s
employment with the Cardinal Group.

(i) Awardee agrees to provide the Company witleast 10 days written notice prior to accepting Eypent with or providing
services to a Competitor within one year after Tiaation of Employment.

(iii) Awardee acknowledges receiving sufficient sateration for the requirements of this Paragraphciluding Awardees receip
of the Performance Share Units. Awardee furthenaaledges that the Company would not provide théoRaance Share Units to
Awardee without Awardee’s promise to abide by #rens of this Paragraph 4. The parties also ackrmigel¢hat the provisions
contained in this Paragraph 4 are ancillary tqaot of, an otherwise enforceable agreement dirtteethis Agreement is made.

(iv) Awardee may be released from the obligatiohthis Paragraph 4 if and only if the Administratitermines, in writing and in
the Administrator’s sole discretion, that a releizse the best interests of the Company.

5. Change of Contral

(a) Valuation. In the event of a Change of Control prior to grRant Date, the Administrator, as constituted imiaiedly before such
Change of Control, shall determine and certifyPlagout Level (the “Change of Control Payout Levéiked on (i) actual performance
through the most recent date prior to the Chandeoattrol for which achievement of the Performan@als can reasonably be determined;
and (ii) the expected performance for the remaindi¢éne Performance Period based on informatiosarably available.

(b) Vesting and Substitute Awards

() In the event of a Change of Control prior tBayment Date, the percentage of the Performanae &hmdts determined in
accordance with Exhibit At the Change of Control Payout Level vests urdesaward meeting the requirements of Paragrapliip((al
“Substitute Award”) is provided to Awardee in actance with Section 16(a) of the Plan to replacadjuist the Award. If a Substitute
Award is provided, any Performance Share Unitswmild vest in accordance with Paragraphs 3(bg)in(connection with Awardeg’
Retirement or Disability if Awardee’s TerminatiohBmployment occurred on the date of the Chandgeastftrol will vest at the time of
the Change of Control. No Substitute Award willgrevided in the event of Awardee’s Termination afiffoyment by reason of death,
Disability or Retirement prior to a Change of Cohtr




(i) An award meets the conditions of this Parabr&fb)(ii) (and hence qualifies as a Substitute Ay, as determined by the
Administrator as constituted immediately before @tenge of Control, (A) it has a value at leasta¢tpi the value of the Performance
Share Units that would vest under Paragraph 5(b}tfiere were no Substitute Award; (B) it is paidoublicly traded equity securities
the Company or its successor in the Change of Glootranother entity that is affiliated with the @pany or its successor following the
Change of Control; (C) it is a restricted stockt@awward with vesting and payment not conditionedhenachievement of any
performance criteria or condition¢D) it vests in full upon (1) a Termination for Gb&eason by Awardee (provided that no later than
90 days following an event otherwise permittingeariiination for Good Reason, Awardee gives notiadhéoCompany of the
occurrence of such event and the Company failsite the event within 30 days following receipt o€k notice), (2) a Termination of
Employment by the Company or its successor in th@ge of Control other than a Termination for Cansé€3) Awardee’s death or
Disability, in each case, occurring during the perof two years after the Change of Control; (EBwardee is subject to U.S. federal
income tax under the Code, the tax consequenc®sdodee under the Code of the Substitute Awarchatdess favorable to Awardee
than the tax consequences of the Award; and (f}litsr terms and conditions are not less favorabfevardee than the terms and
conditions of the Award (including the provisiotst would apply in the event of a subsequent Chah@montrol). Without limiting the
generality of the foregoing, the Substitute Awaralyntake the form of a continuation of the Awarthié modifications required by the
preceding sentence are satisfied.

6. Payment

(a) General The Company shall pay Performance Share Uni@hares. Subject to the provisions of Paragraphtdi®fgreement,
Awardee is entitled to receive from the Companytt{ait any payment on behalf of Awardee other thedescribed in Paragraph 10) one
Share for each vested Performance Share Unit testttean the 60th day after the end of a Performdteriod, except that if Awardee’s
Termination of Employment occurs due to death dfterend of the Performance Period, Awardee isletitio receive the corresponding
Shares from the Company on the date of death.

(b) Change of ContralNotwithstanding Paragraph 6(a), to the extentttiaperformance and service vesting requirenteants been
satisfied for the Performance Share Units on thiesdset forth below, payment with respect to thdoPmance Share Units will be made as
follows:

(i) On the date of a Change of Control, Awardeentled to receive one Share for each vested Redioce Share Unit, subject to
any adjustments made pursuant to Section 16(dedPlan, from the Company; provided, however, ifteich Change of Control wot
not qualify as a permissible date of distributioer Section 409A(a)(2)(A) of the Code, and thaut&tipns thereunder, and where
Section 409A of the Code applies to such distrdaytAwardee is entitled to receive the correspapdhares from the Company on the
date that would have otherwise applied pursuaRaragraphs 6(a), 6(b)(ii) or 6(b)(iii).
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(i) If Awardee’s separation from service occursidg the period of two years following a ChangeCaintrol (and such Change of
Control constitutes a change of control event dimelé in accordance with Section 409A of the Codeyardee is entitled to receive ¢
Share for each vested Performance Share Unit fnenCbmpany on the date of Awardee’s separation f@mice; provided, in such
event that if Awardee on the date of separatiomfservice is a “specified employee” (certain officef the Cardinal Group within the
meaning of Section 409A of the Code determinedguie identification methodology selected by thenpany from time to time),
Awardee is entitled to receive the correspondingr&hfrom the Company on the first day of the séweronth after the date of
Awardee’s separation from service or, if earlibg tate of Awardee’s death .

(iii) On the date of Awardee’s Termination of Emyhoent due to death following a Change of Contraljafdee is entitled to
receive one Share for each vested Performance Shétréfom the Company on the date of death.

(c) Elections to Defer ReceipElections to defer receipt of the Shares beybad?ayment Date may be permitted in the discretidghe
Administrator pursuant to procedures establishethbyAdministrator in compliance with the requirertseof Section 409A of the Code.

7. Dividend EquivalentsAwardee is not entitled to receive cash dividemashe Performance Share Units, but will receidivadend
equivalent payment from the Company in an amounaktp the dividends that would have been paidamheéShare paid under this
Agreement if it had been outstanding between tlentdDate and the payment date of any Shares repeesky the Performance Share Units
(i.e., based on the record date for cash divider®lg)ject to an election to defer receipt as peedhitnder Paragraph 6(c), the Company shall
pay dividend equivalent payments in cash on thengay date of the Shares represented by the Penficer@hare units.

8. Right of SetOff . By accepting these Performance Share Units, Aeeamodnsents to a deduction from, and set-off againg
amounts owed to Awardee that are not treated as-tualified deferred compensationfider Section 409A of the Code by any member ¢
Cardinal Group from time to time (including, butttimited to, amounts owed to Awardee as wagesrsgce payments or other fringe
benefits) to the extent of the amounts owed taaedinal Group by Awardee under this Agreement.

9. No Shareholder RightsAwardee has no rights of a shareholder with retsfoethe Performance Share Units, including nbtrtg vote
any Shares represented by the Performance Shaig Umiil such Shares are paid to Awardee.

10. Withholding Tax

(a) Generally. Awardee is liable and responsible for all taxagd in connection with the Performance Share Unitduding taxes
owed with respect to the cash payments describPdiagraph 7 hereof), regardless of any actio€tmpany takes with respect to any tax
withholding obligations that arise in connectioriwthe Performance Share Units. The

6



Company does not make any representation or utdlegteegarding the tax treatment or the treatméming tax withholding in connection
with the grant, vesting or payment of the Perforaea8hare Units or the subsequent sale of Sharesbiespursuant to vested Performance
Share Units. The Company does not commit and ismuna obligation to structure the Performance Shimiés to reduce or eliminate
Awardee’s tax liability.

(b) Payment of Withholding Taxedrior to any event in connection with the Perfante Share Units (e.g., vesting or payment) theat th
Company determines may result in any domesticida tax withholding obligation, whether nationfaderal, state or local, including any
employment tax obligation (the “Tax Withholding @fation”), Awardee is required to arrange for taéifaction of the minimum amount of
such Tax Withholding Obligation in a manner accbfgdo the Company. Unless Awardee elects to gatief Tax Withholding Obligation &
an alternative means that is then permitted byAttrinistrator, Awardee’s acceptance of this Agreehmenstitutes Awardee’s instruction
and authorization to the Company to withhold on Ade®’'s behalf the number of Shares from those Shaseable to Awardee under this
Award as the Company determines to be sufficiesatsfy the Tax Withholding Obligation as and wlagy such Tax Withholding
Obligation becomes due. In the case of any amawititheld for taxes pursuant to this provision ie form of Shares, the amount withheld
may not exceed the minimum required by applicadlednd regulations. The Company has the right ductefrom all cash payments paid
pursuant to Paragraph 7 hereof the amount of amgstahich the Company is required to withhold wihkpect to such payments.

11. Governing Law/Venue for Dispute Resolution/Gastd Legal FeesThis Agreement is governed by the laws of theeSta Ohio,
without regard to principles of conflicts of lankaept to the extent superseded by the laws of thited) States of Americahe parties agree
and acknowledge that the laws of the State of Ohlmear a substantial relationship to the parties andir this Agreement and that the
Performance Share Units and benefits granted hereiwould not be granted without the governance of tls Agreement by the laws of
the State of Ohio. In addition, all legal actions oproceedings relating to this Agreement must be lwught exclusively in state or feders
courts located in Franklin County, Ohio and the paties executing this Agreement hereby consent to theersonal jurisdiction of such
courts. Awardee acknowledges that the covenants containPdragraph 4 of this Agreement are reasonablatiney are fundamental for t
protection of the Company’s legitimate business amgrietary interests, and do not adversely affacardee’s ability to earn a living. In the
event that it becomes necessary for the Compaimstitute legal proceedings under this Agreememtadlee is responsible to the Company
for all costs and reasonable legal fees incurrethbyCompany in connection with the proceedings piovision of this Agreement which is
determined by a court of competent jurisdictiobéoinvalid or unenforceable should be construdited in a manner that is valid and
enforceable and that comes closest to the busiigsstives intended by the provision, without ingtating or rendering unenforceable the
remaining provisions of this Agreement.

12. Action by the AdministratarThe parties agree that the interpretation of Agseement rests exclusively and completely withie
sole discretion of the Administrator. The partigse® to be bound by the decisions of the Admirtistraith regard to the interpretation of t
Agreement and with regard to any and all matter$osth in this Agreement. In fulfilling its respsibilities hereunder, the Administrator may
rely upon documents, written statements of




the parties, financial reports or other materiah&sAdministrator deems appropriate. The partigeathat there is no right to be heard or to
appear before the Administrator and that any decisf the Administrator relating to this Agreemeantluding whether particular conduct
constitutes Misconduct or Competitor Conduct, mafiand binding. The Administrator may delegatdutsctions under this Agreement to an
officer of the Cardinal Group designated by the Adstrator.

13. Prompt Acceptance of Agreemeifithe Performance Share Units grant evidencedibyAreement will, at the discretion of the
Administrator, be forfeited if this Agreement istmoanually executed and returned to the Companglemtronically executed by Awardee by
indicating Awardee’s acceptance of this Agreemeratdcordance with the acceptance procedures $ietdiothe Company’s third-party
equity plan administrator’s web site, within 90 dajf the Grant Date.

14. Electronic Delivery and Consent to ElectrorgetiRipation. The Company may, in its sole discretion, decidédliver any
documents related to the Performance Share Unit grader and participation in the Plan or futuref@tenance Share Units that may be
granted under the Plan by electronic means orgoest Awardee’s consent to participate in the Bjaalectronic means. Awardee hereby
consents to receive such documents by electrotiieedg and to participate in the Plan through arlioa or electronic system established and
maintained by the Company or another third pargigieted by the Company, including the acceptahperormance share unit grants and
the execution of performance share unit agreentbrisigh electronic signature.

15. Notices All notices, requests, consents and other comeations required or provided under this Agreemettet delivered by
Awardee to the Company will be in writing and ik deemed sufficient if delivered by hand, natilynadcognized overnight courier, or
certified or registered mail, return receipt redadspostage prepaid, and will be effective updivels/ to the Company at the address set
forth below:

Cardinal Health, Inc.

7000 Cardinal Place
Dublin, Ohio 43017
Attention: General Counsel

All notices, requests, consents and other commtiaicarequired or provided under this Agreemeriid¢alelivered by the Company to
Awardee may be delivered by e-mail or in writinglamill be deemed sufficient if delivered by e-m&ignd, facsimile, nationally recognized
overnight courier, or certified or registered megurn receipt requested, postage prepaid, andeiffective upon delivery to Awardee.

16. Employment Agreement, Offer Letter or Otheraligement To the extent a written employment agreemengrdéftter or other
arrangement (“Employment Arrangement”) that wasrapgd by the Human Resources and Compensation Citaeror the Board of
Directors or that was approved in writing by ariggf of the Company pursuant to delegated authofitihie Human Resources and
Compensation Committee provides for greater bentfidwardee with respect to vesting of the Awandlermination of Employment than
provided in this Agreement or in the Plan, thenttrens of such Employment Arrangement with respeeesting of the Award on
Termination of Employment by reason of such spedifivents supersede the terms hereof to the gdemitted by the terms of the Plan.
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17. RecoupmentThis Agreement will be administered in compliamdth Section 10D of the Securities Exchange Aci@34, as
amended, and any applicable rules or regulatioosplgated by the Securities and Exchange Commissiany national securities exchange
or national securities association on which ther&henay be traded. In its discretion, moreover Atiministrator may require repayment to
the Company of all or any portion of this Awardhg& amount of the Award was calculated based upeat¢hievement of certain financial
results that were subsequently the subject oftatersent of the Company’s financial statements, iie@ engaged in misconduct that caused
or contributed to the need for the restatementi®fiinancial statements, and the amount payabdevierdee would have been lower than the
amount actually paid to Awardee had the finan@alits been properly reported. This Paragraph &@tithe Company’s exclusive remedy
with respect to such matters. This Paragraph Irweilapply after a Change of Control.

18. Amendment Any amendment to the Plan is deemed to be andmemt to this Agreement to the extent that the almemt is
applicable hereto; provided, however, that no amesrdt may impair the rights of Awardee with respgecin outstanding Performance Share
Unit unless agreed to by Awardee and the Compahichwagreement must be in writing and signed by rdea and the Company. Other t
following a Change of Control, no such agreemeng¢dgiired if the Administrator determines in itdesdiscretion that such amendment either
(a) is required or advisable in order for the Compahe Plan or the Performance Share Units tgfgadiny Applicable Law or to meet the
requirements of any accounting standard or (bptgeasonably likely to significantly diminish thenefits provided under the Performance
Share Units, or that any such diminishment has ladequately compensated.

CARDINAL HEALTH, INC.

By:
Its:




ACCEPTANCE OF AGREEMENT

Awardee hereby: (a) acknowledges that he or shedta$/ed a copy of the Plan, a copy of the Comjsampst recent annual report to
shareholders and other communications routinelyibiged to the Company’s shareholders, and a obplye Plan Description pertaining to
the Plan; (b) accepts this Agreement and the Rednce Share Units granted to him or her undergisement subject to all provisions of
the Plan and this Agreement, including the prowisim this Agreement regarding “Recoupment” sethfor Paragraph 17 above and
“Misconduct,” “Competitor Conduct” and “Special Feiture and Repayment Rules” set forth in Paragrapbove; (c) represents that he or
she understands that the acceptance of this Agrgghreugh an on-line or electronic system, if &ggidle, carries the same legal significance
as if he or she manually signed the Agreement;(d@pdgrees that no transfer of the Shares delivieregspect of the Performance Share L
may be made unless the Shares have been dulyeregistnder all applicable Federal and state sesuf#ws pursuant to a then-effective

registration which contemplates the proposed tearsf unless the Company has received a writtemiapiof, or satisfactory to, its legal
counsel that the proposed transfer is exempt frach segistration.

[

Awarde€' s Signature

Date]
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Exhibit 23.1
Consent of Independent Registered Public Accountingirm
We consent to the incorporation by reference irféHewing Registration Statements:

(1) Registration Statement on Form S-3 No. 333-I898f Cardinal Health, Inc.,
(2) Registration Statements on Form S-4 No. 3333828hd No. 333-74761 of Cardinal Health, Inc., and

(3) Registration Statements on Form S-8 No. 33-42Bb. 33-64337, No. 333-71727, No. 333-91849, 383-72727, No. 333-68819,
No. 333-90417, No. 333-90423, No. 333-92841, N&-38198, No. 333-38190, No. 333-38192, No. 333-860lb. 333-53394,

No. 333-102369, No. 333-100564, No. 333-120006,383-129725, No. 333-144368, No. 333-149107, N8-B35156, No. 333-
155158, No. 333-163128, No. 333-164736 of Carditesdlth, Inc.;

of our report dated August 25, 2011, except foritgact of the matters discussed in Notes 1, 518 pertaining to amortization of
acquisition-related intangible assets and repatabgments, as to which the date is November 4, 2@th respect to the consolidated
financial statements and schedule of Cardinal Hehit. included in this Current Report on Form 8kf Cardinal Health, Inc.

/sl ERNST & YOUNG LLP

ERNST & YOUNG LLP
Columbus, Ohio
November 4, 201



Exhibit 99.2
Item 1: Business
General

Cardinal Health, Inc. is an Ohio corporation fornied 979. As used in this Exhibit 99.2, “we,” “outus” and similar pronouns refer to
Cardinal Health, Inc. and its subsidiaries, untesscontext requires otherwise. We are a healttszamdces company providing products and
services that help pharmacies, hospitals, surgamecs, physician offices and other healthcareigers focus on patient care while reducing
costs, enhancing efficiency and improving quality.

Our fiscal year ends on June 30. References talf&¥11, 2010 and 2009 are to the fiscal yearsetddee 30, 2011, 2010 and 2009,
respectively. Except as otherwise specified, inftian in this Exhibit 99.2 is provided as of Jure 3011.

Business Segments
The following business discussion is based onwardegments as they were structured for fiscal 2011

Pharmaceutical Segmer
In the United States, the Pharmaceutical segment:

» distributes branded and generic pharmaceutical-thecounter healthcare, and consumer produatsidfir its pharmaceutical
distribution business to retailers (including chaind independent drug stores and pharmacy depagmesupermarkets and mass
merchandisers), hospitals, and alternate care gecvi(including mail order pharmacies). This busén

. maintains prime vendor relationships that streaentiive purchasing process resulting in greaterieffacy and lower costs
for our customers

. helps pharmaceutical manufacturers with servicelsidting distribution, inventory management, dafadréing, new produ
launch support, and contract and chargeback admaitics.

» operates nuclear pharmacies and cyclotron faalitiat manufacture, prepare and deliver radiophegntacals for use in nuclear
imaging and other procedures in hospitals andadiji

» distributes specialty pharmaceutical products aodiges services to pharmaceutical manufacturensl-party payors and
healthcare service providers supporting the margetlistribution, and payment for specialty pharewdical products

« franchises retail pharmacies under the MedicingpBa® and Medicaj® brands; ant
e provides pharmacy services to hospitals and otbaitthcare facilities

In China, the Pharmaceutical segment distributaaded, generic and specialty pharmaceuticals dsawehedical, surgical, over-the-
counter and consumer products through our Yongisigliary. Yong Yu is one of the largest importeirpharmaceuticals into China and
reaches a wide range of customers including mane 49,000 hospitals and clinics and more than D23;6tail outlets.

The pharmaceutical distribution business genegatess margin primarily when the aggregate sellinigepto our customers exceeds the
aggregate cost of products sold, net of manufactagh discount, branded manufacturer margin, anéric manufacturer margin.

Manufacturer cash discounts are price reductioatstanufacturers may offer to us for prompt payneémurchased products.



Branded manufacturer margin refers to compensaitioounts under distribution service agreements mahufacturers and to
pharmaceutical price appreciation. Amounts earmatbuthe distribution service agreements compenssater a range of distribution
and related services we provide to manufacturedscansist of a fee based on volume with or withgharmaceutical price appreciatic
In addition, a manufacturer may increase its ptilisprice for a product after we have purchasepitealuct for inventory. Our
contract price for branded pharmaceutical prodiectaistomers is based on the manufacturer’s puddighice at the time of sale. As
such, inventory sold following a manufacturer priicerease will be based on the higher manufacfniee.

Pharmaceutical price appreciation refers to amowstearn from selling inventory at these incregeézks.

Generic manufacturer margin (also referred to &négic margin”yefers to price discounts, rebates and other in@tve receive fro
manufacturers of generic pharmaceuticals. Our egsndbn generic pharmaceuticals are generally highesg the period immediately
following the initial launch of a generic produ@dause generic pharmaceutical selling prices ®decline over time, although this
may vary.

Bulk and Non-bulk SalesThe Pharmaceutical segment differentiates betwea#nand non-bulk sales based on the nature of our
customers’ operations. Bulk sales consist of salestail chain customers’ centralized warehoussrajons and customers’ mail order
businesses. All other sales, including all salesugtomers located in China, are classified astdk-Sales to a retail chain pharmacy
customer are classified as bulk sales with redpeits warehouse operations and non-bulk salesneghect to its retail stores. We formerly
referred to bulk sales as bulk customers and ndindales as noivulk customers. Other than this change in termigyglave have not chang
how we categorize revenue, segment expenses amesegrofit with respect to our bulk and non-budkes.

Substantially all bulk sales consist of productigéd in the same form that we receive them froenntlanufacturer; a small portion of
bulk sales are broken down into smaller units piaoghipping. In contrast, non-bulk sales requigrercomplex servicing. For non-bulk sales,
we may receive inventory in large or full case dit@s and break it down into smaller quantitiesr@house the product for a longer perio
time, pick individual products specific to a cusers order, and deliver that smaller order to a@uer location.

Bulk sales generate significantly lower segmenfipas a percentage of revenue than baik sales. Customers receive lower pricin
bulk sales of the same products than non-bulk shlego volume pricing in a competitive market aoe to lower costs related to the fewer
services we provide. In addition, bulk sales inraggte generate higher segment cost of produasasch percentage of revenue than non-
bulk sales, because bulk orders consist largehigifer cost branded products. The higher segmetofgroducts sold as a percentage of
revenue for bulk sales is also driven by lower dehmanufacturer margin and manufacturer cash uligsaue to the mix of branded
products in bulk sales. Segment distribution, sgllgeneral and administrative (“SG&AExpenses as a percentage of revenue from bulk
are substantially lower than from non-bulk salesabse bulk sales require substantially fewer sesvio be rendered by us than non-bulk
sales.



The following table shows the revenues, segmentmsgs, segment profit and segment profit as a p@ge of revenue for bulk and
non-bulk sales for fiscal 2011, 2010 and 2009.

(in millions) 2011 2010 2009
Non-bulk sales
Revenue from nc-bulk sales $51,815.! $45,795. $44,134.
Segment expenses allocated to-bulk sales (1 50,621.: 44,898.¢ 43,260.:
Segment profit from nc¢-bulk sales (1 1,194 896.¢ 874.t
Segment profit from non-bulk sales as a percentége
revenue from nc-bulk sales (1 2.31% 1.9€% 1.9¢%
Bulk sales:
Revenue from bulk sale $41,928.! $43,994.! $43,728..
Segment expenses allocated to bulk sale 41,793.! 43,879. 43,554..
Segment profit from bulk sales ( 134t 114.¢ 173.¢
Segment profit from bulk sales as a percentagevanue
from bulk sales (1 0.32% 0.2€% 0.4(%

(1) Segment expenses and profit required compléxsabjective estimates and allocations based upsimaptions, past experience and
judgment that we believe are reasonable. In adgiimounts do not include the impact of-in, first-out (“LIFO”) provisions, if any.
We had no LIFO provisions in fiscal 2011, 2010 2069.

See Note 16 of the “Notes to Consolidated Finar8iatements” for Pharmaceutical segment revenoét pnd assets for fiscal 2011,
2010 and 2009.

Medical Segmen

The Medical segment distributes a broad range dficag surgical and laboratory products to hosgjtalirgery centers, laboratories,
physician offices and other healthcare provideth@United States and Canada. This segment alsafawures, sources and develops
its own line of private brand medical and surgjwalducts. Manufactured products include: singlesuggical drapes, gowns and apparel;
exam and surgical gloves; and fluid suction antectibn systems. The segment also offers steritenam-sterile procedure kits. Our
manufactured products are sold directly or throtntal-party distributors in the United States, GadmaEurope, South America and the
Asia/Pacific region. In addition, the segment pda& supply chain services, including spend managemistribution management, and
inventory management services, to healthcare peosid

See Note 16 of the “Notes to Consolidated Finartfatementsfor Medical segment revenue, profit and assetfigoal 2011, 2010 ar
20009.



Acquisitions and Divestitures

In the past five fiscal years, we completed théofweing three significant acquisitions apart fromsimesses spun-off as part of
CareFusion Corporation (“CareFusion”), as discusssow.

Date (1) Company Location Line of Business Consideration
(in millions)
July 15, 2010 Healthcare Solutiol
Ellicott City,
Holding, LLC (“P4
Healthcar”) Maryland Specialty pharmaceutical servi $ 59¢&(2)
November 29, 201 Shanghai, Pharmaceutical and medical
Yong Yu China products distributiol $ 45&(3)
December 21, 2010 Pharmaceutical, generic, healtl
and beauty, and home health ¢
Kinray, Inc. Whitestone,
(“Kinray”) New York products distributiol $ 1,33

(1) Represents the date we became the majority shdesh
(2) Includes $506 million in cash and $92 million foetacquisition date fair value of contingent coasition to be paid for the acquisitic
(3) Includes the assumption of approximately $57 nmillio debt.

We also completed several smaller acquisitionsndutie last five fiscal years, including purchasBayschow Hospital & Medical
Supplies, Inc. in fiscal 2009.

During the past five fiscal years, we also commleteveral divestitures, including selling our foraarmaceutical Technologies and
Services segment, other than certain generic-fachesinesses, for approximately $3.2 billion infcearing fiscal 2007 and selling our
United Kingdom-based Martindale injectable manufeng business in fiscal 2010. In addition, effeetAugust 31, 2009, we separated our
clinical and medical products businesses througtribdution to our shareholders of 81 percent ofttten outstanding common stock of
CareFusion (the “Spin-Off”). During fiscal 2010, wesposed of 10.9 million shares of CareFusion comstock and during fiscal 2011, we
disposed of the remaining 30.5 million shares. W&Healthcare Inc. and Enturia Inc., two significaoquisitions in the last five years,
were spun-off as part of CareFusion.

Customers

Our largest customers, Walgreen Co. (“Walgreenst) @VS Caremark Corporation (“CVS”), accounteddpproximately 23 percent
and 22 percent, respectively, of our revenue 8wl 2011. The aggregate of our five largest custenincluding Walgreens and CVS,
accounted for approximately 59 percent of our rerecior fiscal 2011.

We have agreements with group purchasing organira{f'GPOs") that act as agents to negotiate veoalotracts on behalf of their
members. Our two largest GPO relationships in tesfmesember revenue are with Novation, LLC, and Reefurchasing Partners, L.P.
Arrangements with these two GPOs accounted forcequpiately 14 percent of our revenue for fiscal 2011

Suppliers

We rely on many different suppliers. Products at®difrom our five largest suppliers accounted foaggregate of approximately 22
percent of our revenue during fiscal 2011, butingle supplier’s products accounted for more thaeicent of that revenue. Overall, we
believe our relationships with our suppliers aredjo



The Pharmaceutical distribution business is a partistribution service agreements with pharmacalimanufacturers. These
agreements generally have terms ranging from oaewith an automatic renewal feature to five ye@wsnerally, these agreements are
terminable before they expire only if the partiastnally agree, if there is an uncured breach ofaipeement, or if one party is the subject
bankruptcy filing or similar insolvency event. Soamreements allow the manufacturer to terminategiieement without cause within a
defined notice period.

Our Pharmaceutical segment’s nuclear pharmacycasr\iusiness dispenses several products prepangdaysarticular radioisotope.
During fiscal 2010, it was difficult to acquire §iafent quantities of that radioisotope from thjpdrty suppliers because of a continued and
prolonged shortage of a critical raw material usederive that radioisotope. However, the supplyaei material normalized in the first half
of fiscal 2011.

Competition

We operate in a highly competitive environmenthia distribution of pharmaceuticals and relatedtheale services. We also operate in
a highly competitive environment in the developmemanufacturing and distribution of medical andgseal products. We compete on many
levels, including service offerings, support seegicbreadth of product lines, and price.

In the Pharmaceutical segment, we compete withatfver national, full-line wholesale distributors ¢klesson Corporation and
AmerisourceBergen Corporation) and a number obragjiwholesale distributors, self-warehousing chaifirect selling manufacturers,
specialty distributors, third-party logistics compes, and nuclear pharmacies, among others. Iriaddihe Pharmaceutical segment has
experienced competition from a number of organiretioffering generic pharmaceuticals, includingredrketers.

In the Medical segment, we compete with many dffedistributors, including Owens & Minor, Inc., dimo Fisher Scientific Inc., P:
World Medical, Inc., Henry Schein, Inc., and Medlimdustries, Inc. In addition, we compete withioegl medical products distributors,
third-party logistics companies and manufacturdngct distribution. Competitors of the Medical segnt's manufacturing and procedural kit
businesses include Kimberly-Clark Corporation, Alnisienited, DeRoyal Industries Inc., Medline Indtiss, Inc., MéInlycke Health Care,
America Contract Sterilization, Professional Hozp8upply and Medical Action Industries.

Employees

As of June 30, 2011, we had approximately 22,600leyees in the United States and approximately®gaployees outside of the
United States. Overall, we consider our employé&dions to be good.

Intellectual Property

We rely on a combination of trade secret, patespydght and trademark laws, nondisclosure andratbetractual provisions, and
technical measures to protect our products, sendod intangible assets. We hold patents relatimgpects of our distribution operations,
including our nuclear pharmacy products and serftarings, and relating to medical and surgicaldurcts, such as fluid suction and
irrigation devices; surgical waste management systsurgical and medical examination gloves; salgicapes, gowns and facial protection
products; and patient temperature management piadde also operate under licenses for certainrfaigpy technologies, and in certain
instances we license our technologies to thirdgmrAll of these proprietary rights are importémbur operations, but we do not consider
particular patent, trademark, license, franchiseomicession to be material to our overall business.

5



Regulatory Matters

Our business is highly regulated in the Unitede&tait both the federal and state level and indareountries. Depending upon their
specific business, our subsidiaries may be subjegtgulation by government entities including:

. the United States Food and Drug Administration “FDA"),

. the United States Drug Enforcement Administratitme “DEA”"),

. the United States Nuclear Regulatory Commissioa“NRC"),

. the United States Department of Health and Humawvi&ss “HHS"),

. United States Customs and Border Protec

. state boards of pharmac

. state controlled substance agenc

. state health departments, insurance departmenth@r comparable state agencies,

. foreign agencies that are comparable to thosellesbeve

These regulatory agencies have a variety of @dininistrative and criminal sanctions at their disgd. They can require us to suspend

distribution of products and controlled substammeiitiate product recalls; they can seize produetimpose significant criminal, civil and
administrative sanctions; and they can seek injonstto halt the manufacture and distribution afdurcts.

Distribution. The FDA, DEA and various state authorities retuthe marketing, purchase, storage and distributfgoharmaceutical
and medical products and controlled substancesrwadi®us state and federal statutes includingPitescription Drug Marketing Act of 19€
Wholesale distributors of controlled substancestrakl valid DEA registrations and state-level fises, meet various security and operating
standards, and comply with the Federal Controllebis&nces Act governing the sale, marketing, pangagtorage and distribution of
controlled substances.

Our Pharmaceutical segment’s China distributiorraigens are subject to similar national, regiomad &ocal regulations, including
licensing and regulatory requirements of the Chitiraistry of Health, Ministry of Commerce, Ministigf Finance, the State Food and Drug
Administration and the General Administration ofstams.

Manufacturing and marketingOur subsidiaries that manufacture and sourcecakdevices are subject to regulation by the FD& an
comparable foreign agencies including regulati@garding compliance with good manufacturing prastiand quality systems. In addition,
our Medical segment’s international manufacturipgrations may be subject to local certificationuiegments.

The FDA and other domestic and foreign governmeagehcies administer requirements covering theydegésting, safety,
effectiveness, manufacture, labeling, promotion aaekrtising, distribution and post-market suregide of some of our manufactured
products. We need specific approval or cleararmm fregulatory authorities before we can marketsaidmany of our products in particular
countries. Even after we obtain approval or cleegan market a product, the product and our matwufag processes are subject to
continued regulatory review.

To assess and facilitate compliance with fedetatesand foreign regulatory requirements, we raljimeview our quality and
compliance systems to evaluate their effectiveaasisto identify areas for improvement or remedratis part of our quality review, we
assess the suppliers of raw materials, componedtfirished goods that are incorporated into thdioa devices we manufacture. In
addition, we conduct quality management reviewsgaesl to highlight key issues that may affect thalify of our products and services.
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From time to time, we may determine that produatswmanufacture or market do not meet our specifinatiregulatory requirements,
published standards. When we identify a qualityegiulatory issue, we investigate and take apprtgpdarrective action, such as withdrawing
the product from the market, correcting the produdhe customer location, revising product lalgglend notifying customers.

Nuclear pharmacies and related busines§kg nuclear pharmacies and cyclotron faciliteguire licenses or permits and must abid
regulations from the NRC, the radiologic healthraxyeor department of health of each state in wiietoperate, and the state board of
pharmacy. In addition, the FDA regulates cyclotfacilities and has issued, effective December 2gbbd manufacturing practices
regulations for positron emission tomography (“PEdrugs.

Prescription Drug Pedigree Tracking and Supply Cdintegrity

The FDA Amendments Act of 2007 requires the FD/Astablish standards to identify and validate tetdgies for securing the
pharmaceutical supply chain against counterfeigslrifhese standards may include track-and-traaetbentication technologies, such as
radio frequency identification devices. In MarchL@0the FDA issued guidance establishing standeddimmerical identifiers for prescripti
pharmaceutical packages. Some states have alsteddaps to prevent the introduction of counterféiverted, adulterated or mislabeled
pharmaceuticals into the pharmaceutical supplyrch@r example, effective July 2016, Californiauiegs that pharmaceutical wholesalers
and repackagers implement electronic track-andetcapabilities for pharmaceutical products.

Healthcare Fraud and Abuse Laws

We are subject to extensive and frequently chanigiwg and regulations relating to healthcare frand abuse. Laws and regulations
generally prohibit soliciting, offering, receivirgg paying any compensation in order to induce sorado order or purchase items or services
that are in any way paid for by Medicare, Medicaidther United States government-sponsored hea#ttprograms. They also prohibit
submitting or causing to be submitted any fraududtsim for payment by the federal government. ®imns of these laws may result in
criminal or civil penalties as well as qui tam ofai under the federal False Claims Act and simtltesacts under which private persons may
file suit on behalf of the federal and state goweents.

Health and Personal Information Practices

Services and products provided by some of our lessies, including our pharmacy services and spgph#rmaceutical businesses,
involve access to patient identifiable healthcafermation. The Health Insurance Portability andduntability Act of 1996, as augmented
by the Health Information Technology for Economicl&Clinical Health Act, as well as some state lawgulate the use and disclosure of
patient identifiable health information, includingquiring specified privacy and security measuresleral and state officials have
increasingly focused on how patient identifiablalttecare information should be handled, secureddistlosed.

Some of our businesses collect and maintain otlesopal information that is subject to federal atade laws protecting such
information. Security and disclosure of person&drimation is also highly regulated in many otheumies in which we operate.

Environmental, Health and Safety Laws

In the United States and other countries, we agstito various federal, state and local environtaldaws as well as laws relating to
safe working conditions, laboratory and manufacyipractices.

Laws Relating to Foreign Trade and Operations

United States and international laws and regulatrequire us to abide by standards relating tantipert and export of finished goods,
raw materials and supplies and the handling ofrmédgion. We also must comply with various expomtcol and trade embargo laws and
regulations, which may require licenses or othéhanizations for transactions within some countoesvith some counterparties. Also, we
must abide by United States and foreign customs kawd regulations.
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Similarly, we are subject to laws and regulatioosaerning the conduct of our foreign operationsluding the United States Foreign
Corrupt Practices Act, foreign anti-bribery lawsldaws pertaining to the accuracy of internal boakd records. These laws generally
prohibit companies and their intermediaries froifieidfig, promising or making payments to non-Uni&dtes government officials for the
purpose of obtaining or retaining business.

Other Information

Our distribution businesses are generally not regludy our customers to maintain particular inventevels other than as needed to
meet service level requirements. Certain supplyrects with United States government entities nequs to maintain sufficient inventory to
meet emergency demands, but we do not believe tegsérements materially affect inventory levels.

Our customer return policies generally require thatproduct be physically returned, subject ttodsng fees. We only allow
customers to return products that can be addedtbankentory and resold at full value, or that ¢enreturned to vendors for credit. We offer
market payment terms to our customers.

Revenue and Long-Lived Assets by Geographic Area
See Note 16 of the “Notes to Consolidated Finartfatements” for revenue and long-lived assetsamgaphic area.

Available Information and Exchange Certifications

Our Annual Report on Form 10-K, Quarterly ReporidForm 10-Q, Current Reports on Form 8-K, and amends to those reports are
available free of charge on our website (www.caattiealth.com), under the “Investors—Financials/S#@ys” caption, as soon as
reasonably practicable after we electronically ilem with, or furnish them to, the Securities &xdhange Commission (the “SEC”).

You may read and copy any materials we file with #EC at the SEC’s Public Reference Room at 10@detSNE, Washington, DC
20549. You may obtain information on the operatibthe Public Reference Room by calling the SEC-800-SEC-0330. The SEC also
maintains a website (www.sec.gov) where you carchdar annual, quarterly and current reports, gramd information statements, and o
information regarding us and other public companies



Item 7: Managemen's Discussion and Analysis of Financial Conditionnal Results of Operations

The discussion and analysis presented below refeesid should be read in conjunction with, thesofidated financial statements and
related notes included in this Exhibit 99.2. Unleieerwise indicated, throughout this Managemebiszussion and Analysis of Financial
Condition and Results of Operations, we are rafgrtd our continuing operations.

Executive Overview

We are a healthcare services company providinghpdegutical and medical products and services #lptgharmacies, hospitals,
surgery centers, physician offices and other heaithproviders focus on patient care while reducivgfs, enhancing efficiency and
improving quality. We report our financial resulistwo segments: Pharmaceutical and Medical.

During fiscal 2011, we achieved record revenueld2$6 billion and increased our operating earnimg&6 percent to $1.5 billion. We
also acted on important strategic priorities thaitstrengthen our long-term position. We expanded retail independent customer base
significantly with the Kinray acquisition, creatsttong growth from our generic pharmaceutical progs, significantly enhanced our
specialty business with the P4 Healthcare acgaoisitind launched a growth platform in China with ¥ong Yu acquisition.

During fiscal 2011, our Pharmaceutical segmentipiroéreased by 31 percent, primarily due to strpegormance in our generic
pharmaceutical programs, including the impact af peoduct launches, solid performance under oundd manufacturer agreements, and
the positive impact of acquisitions. Our Medicajsent profit decreased by 13 percent, adversegctitl by the increased cost of
commodities used in our self-manufactured and feibaand products.

Also during fiscal 2011, we paid quarterly cashidiwds of $0.195 per share, or $0.78 per share@maualized basis, an increase of
11 percent over fiscal 2010. In May 2011, the badrdirectors also approved a 10 percent increadies quarterly dividend beginning in Ji
2011.

Our cash and equivalents balance was $1.9 billidiiee 30, 2011, compared to $2.8 billion at Juhe2810. We used $2.3 billion for
acquisitions and received $1.4 billion of net cpabvided by operations and $706 million from thie s# our remaining investment in
CareFusion. We plan to continue to execute a bathdeployment of available capital to position eluss for sustainable competitive
advantage and to enhance shareholder value.

Trends

Within our Pharmaceutical segment, we expect brdupi@rmaceutical price appreciation in fiscal 261 Be similar to fiscal 2011. We
also expect significant new generic pharmaceutiaiches in fiscal 2012; however, their impact angross margin can vary significantly
depending on timing, size, and number of entrartd,may be less in fiscal 2012 than in fiscal 204 hddition, we expect our recent
acquisitions to have a positive year-over-year ichpa revenue and operating earnings. Finally, \ag have a negative impact from a LIFO
charge in fiscal 2012.

Within our Medical segment, variability in the castcommodities such as oil-based resins, cottex| diesel fuel and other
commodities can have a significant impact on trs obproducts sold. In fiscal 2012, we anticipateegative year-over-year impact from
higher commaodity prices. In addition, given thereat economic and healthcare environments, we éxmadthcare utilization, including
surgical procedures, to remain somewhat sluggisiséal 2012.



Acquisitions

In December 2010, we acquired Kinray for a cashvgayt of $1.3 billion. This acquisition expanded #idity of our pharmaceutical
distribution business to serve retail independéatrmacies in the northeastern United States.

In November 2010, we acquired Yong Yu, a leadingjthecare distribution business in China, for $4%8ion, including the
assumption of $57 million in debt. The pharmaceltmarket in China is expected to grow significafidister than the market in the United
States over the next few years.

In July 2010, we completed the acquisition of P4lteare, a specialty pharmaceutical services cagngdar a cash payment of $506
million. This acquisition contributes to the expimmsof our presence in specialty pharmaceuticalises and distribution. The acquisition
agreement also included a contingent considerattigation of up to $150 million over the next targears. Since we completed the
acquisition, we have made a cash payment of $llmibr the first measurement period. Subsequedune 30, 2011, we amended the
agreement with the former owners to extend thenestisurement period by one year and to reduce dlxeémam contingent consideration
payout to $100 million. At June 30, 2011, we estarthe remaining contingent consideration obligatmhave a fair value of $75 million.

The three acquisitions are reported within our Rigaeutical segment. For fiscal 2011, they increaseeinues by $2.9 billion and
operating earnings by $61 million compared to fi&€H0.

See Note 2 of the “Notes to Consolidated Finariatements” for additional information on the Kinr&ong Yu and P4 Healthcare
acquisitions.

Spin-Off of CareFusion

Effective August 31, 2009, we separated our cliracel medical products business through the digioh to our shareholders of 81
percent of the then outstanding common stock oéBagion and retained the remaining 41.4 milliorrshaf CareFusion common stock.
During fiscal 2011 and 2010, we disposed of 30.lioniand 10.9 million shares of CareFusion comrstotk, respectively.

On July 22, 2009, we entered into a separationeageeat with CareFusion to effect the Spin-Off analvjate a framework for our
relationship with CareFusion after the Spin-Offabidition, on August 31, 2009, we entered intaadition services agreement, a tax matters
agreement and an accounts receivable factoringagmet with CareFusion, among other agreements.

Under the transition services agreement, durirgafi2011 and 2010, we recognized $65 million ar@l iB@lion, respectively, in
transition service fees, which approximately offstie costs associated with providing the trans#iervices. Substantially all of the transit
service arrangements expired in fiscal 2011 anly éacal 2012. We expect that transition serviees in fiscal 2012 will be substantially less
than in fiscal 2011 and that the loss of feessodi 2012 will be partially offset by cost reducso For periods subsequent to fiscal 2012, we
have plans in place to largely offset the losseekfwith cost reductions.

Under the accounts receivable factoring agreendeming fiscal 2011 and 2010, we purchased $460anikknd $606 million,
respectively, of CareFusion trade receivables.ddwunts receivable factoring arrangement expiredpril 1, 2011.

Under the tax matters agreement, CareFusion igatblil to indemnify us for certain tax exposurestesasaction taxes prior to the
Spin-Off. The indemnification receivable was $26#lion and $245 million at June 30, 2011 and 20&3pectively, and is included in our
consolidated financial statements.

We expect the transition of our relationship withr€Fusion to a traditional distribution model dgrthe fourth quarter of fiscal 2011 to
have a $50 to $60 million per quarter positive st medical segment revenue for the first thresrtgrs of fiscal 2012. However, we
expect this change to have minimal impact on médegment profit.
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Results of Operations

Revenue
Change Revenue

(in millions, except growth rates) 2011 2010 2011 2010 2009
Pharmaceutical 4% 2% $ 93,743.! $89,789.! $87,862.!
Medical 2% 7% 8,921.! 8,750.. 8,159.!
Total Segment Revent 4% 3% $102,665.0 $98,540.C $96,022.:
Corporate N.M. N.M. (20.9) (37.2) (30.7)
Consolidated Revenur 4% 3% $102,644.; $98,502.{ $95,991.!

Fiscal 2011 Compared to Fiscal 20
Pharmaceutical segme

During fiscal 2011, Pharmaceutical revenue wastipesy impacted by acquisitions, net of divestiwi(82.7 billion) and increased sales
to existing customers ($1.8 billion). Revenue wagaiively impacted by losses of customers in exotgains ($584 million).

Revenue from bulk sales was $41.9 billion and $lion for fiscal 2011 and 2010, respectively.rihg fiscal 2011, revenue from
bulk sales decreased 5 percent as a result obtihversion of branded pharmaceuticals to genericnpheeuticals as well as a shift in sales to
certain national chain customers to non-bulk fraftkbRevenue from non-bulk sales was $51.8 billkod $45.8 billion for fiscal 2011 and
2010, respectively. Revenue from non-bulk salesegmed 13 percent, during fiscal 2011, primarilg thuacquisitions and the previously
mentioned shift in sales. All sales for Kinray, \go¥iu and P4 Healthcare are non-bulk. See “ltem 1shilass” for more information about
bulk and non-bulk sales.

Medical segmer

Medical revenue was positively impacted duringdls2011 by increased volume from existing custon@®884 million). These revenue
gains were partially offset by the impact of losstomers in excess of gains ($165 million) and elesed volume as a result of strong demand
for flu-related products in the prior year ($51 lioit).

Fiscal 2010 Compared to Fiscal 20
Pharmaceutical segme

Pharmaceutical segment revenue was positively itagaturing fiscal 2010 by pharmaceutical price apjation and increased volume
from existing customers (a combined impact of $8libn), partially offset by losses of customenseixcess of gains ($1.3 billion).

Medical segmer

Medical segment revenue was positively impacteéhduiscal 2010 by increased volume from existimghital, laboratory and
ambulatory care customers ($462 million), drivertiply by strong demand for flu-related producdiso positively impacting revenue were
new products ($74 million) and foreign exchanges(fsllion). In addition, in connection with the $pOff, we recognized previously
deferred intercompany revenue for sales to CareRui$51 million (prior to the Spin-Off, we defet revenue for products sold to
CareFusion businesses until the products weretadlte end customers). Losses of existing customaxscess of gains from new customers
reduced revenue by $200 million.
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Cost of Products Sold

Consistent with the increases in revenue, ourafogtoducts sold increased $3.8 billion, or 4 patcduring fiscal 2011 and increased
by $2.5 billion, or 3 percent, during fiscal 2010.

Gross Margin

Change Gross Margin
(in millions, except growth rates) 2011 201c¢ 2011 2010 2009
Gross margin 10% 1% $4,162.( $3,780." $3,747.¢

Fiscal 2011 Compared to Fiscal 20

Pharmaceutical segme

Gross margin increased $446 million in fiscal 2@tiinarily as a result of the factors listed below.

. Strong performance in our generic pharmaceutiaaiams, including the impact of new product lausclicreased gross margin
by $239 million.

. Acquisitions, net of divestitures, positively imped gross margin by $198 millio

. Increased margin from branded pharmaceutical $alesusive of the related volume impact) had apesimpact on gross
margin of $72 million. The increase was primarilyedo our performance under distribution serviceaments and the transition
of certain vendors to distribution service agreetsidractors that can influence margin from brargleatmaceutical sales include
our service-level performance under distributiorviee agreements; our inventory level and mix; tredmagnitude and timing of
pharmaceutical price appreciatic

. Customer pricing changes including rebates (exetusf the related volume impact) adversely impagtess margin by $99
million. The adverse impact of these customer pgahanges is partially offset by product mix, g programs and other
sources of margir

Medical segmer
Gross margin decreased $59 million in fiscal 20ddarily as a result of the factors listed below.

. Increased cost of oil-based resins, cotton, latesel fuel and other commodities used in our slftufactured and private brand
products decreased gross margin by $59 mil

. Increased net sales volume resulted in a $22 mifb@orable impact to gross marg

. In the first quarter of fiscal 2010, we realizedree-time gain of $14 million as a result of theagwition of previously deferred

intercompany revenue for sales to CareFus

. Somewhat sluggish healthcare utilization disprapoégtely affected surgical procedures and consatyueuar higher-margin
products.

Fiscal 2010 Compared to Fiscal 20

Pharmaceutical segme
Gross margin decreased $65 million in fiscal 204@ aesult of the factors listed below.
. Pricing changes on renewed customer contractsygxel of the related volume impact) decreased grasgin by $103 million

. In fiscal 2009, Medicine Shoppe offered an altemeafranchise model to its franchisees to posittemfranchise system for future
growth. This transformation adversely impacted gmosirgin by $65 million in fiscal 2010; howeveristivas partially offset by
efficiencies gained within SG&#
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. Increased margin from branded pharmaceutical $aledusive of the related volume impact) had atpasimpact on gross
margin of $38 million despite the adverse timingaut of the transition of a significant vendor tiglaship to a distribution servi
agreement

. Sales volume growth in pharmaceutical distributian a positive impact of $22 millio

. Within nuclear pharmacy, for fiscal 2010, the nagaimpact of the isotope supply shortage was lgrgiiset by the use of
alternative isotopes and the favorable impact ef ob materials savings from conversion to gengrazlucts. However, there was
a negative impact in the second half of the yeartdithe severe shortages we experienced duringéehiad.

. The favorable impact of various generic pharmacauproduct programs in pharmaceutical distributi@s partially offset by
lower generic margins due to timing and value af generic launche:

Medical segmer
Gross margin increased $95 million in fiscal 20%Gaesult of the factors listed below.
. Increased sales volume resulted in a $67 milliengase in gross margi
. Decreased cost of -based resins and other commodities favorably inggagtoss margin by $36 millio
. A one-time gain of $14 million as a result of the recaigm of previously deferred intercompany revenuesiles to CareFusio

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

Change SG&A
(in millions, except growth rates) 2011 201c¢ 2011 2010 2009
SG&A 5% 3% $2,527.¢ $2,397.! $2,320.(

Fiscal 2011 Compared to Fiscal 20

The increase in SG&A in fiscal 2011 was primarilyedo acquisitions, net of divestitures ($90 mil)ioSG&A also included costs
related to the Spin-Off of $10 million and $11 reill for fiscal 2011 and 2010, respectively.

Fiscal 2010 Compared to Fiscal 20

Increased SG&A during fiscal 2010 was primarily daen increase in our management incentive congpiens In fiscal 2010, we had
incentive compensation accruals that were $46aniléibove plan due to better than expected consetigeerformance compared with
incentive compensation accruals that were $36aniltielow plan in fiscal 2009. In addition, we in@d increased spending on strategic
projects ($51 million). SG&A expense growth wasdigantly mitigated by cost control measures ingéd in fiscal 2009 and reduced bad
debt expense ($25 million). SG&A also included $dilion and $5 million of costs related to the Syf for fiscal 2010 and 2009,
respectively.
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Segment Profit and Operating Earning

Segment Profit and Operating

Change Earnings
(in millions, except growth rates) 2011 2010 2011 2010 2009
Pharmaceutical 31% (4% $1,328.¢ $1,011.c $1,048..
Medical (13)% 11% 3727 $ 428.¢ $ 385.7
Total Segment Prof 18% 0% 1,701.¢ 1,440.( 1,434.:
Corporate N.M. N.M. (187.6 (133.7) (146.79)
Consolidated Operating Earnin 16% 2% $1,514.( $1,306.¢ $1,287.

Segment Profit

We evaluate the performance of the individual segmbased upon, among other things, segment pndfith is segment revenue, less
segment cost of products sold, less segment SG§areses. We do not allocate restructuring and ereplegverance, acquisition-related
costs (including amortization of acquisition-rethietangible assets), impairments and (gain)/lossale of assets, litigation
(recoveries)/charges, net, certain investment dmer spending to our segments. These costs aieaétat Corporate. Investment spending
generally includes the first year spend for cerfamjects which require incremental strategic invests in the form of additional operating
expenses. We encourage our segments to identi&siment projects which will promote innovation gmdvide future returns. As approval
decisions for such projects are dependent uporué¥eananagement, the expenses for such projeetsftan retained at Corporate. In
addition, Spin-Off costs included within SG&A aretrallocated to our segments.

Pharmaceutical segme

The principal drivers for fiscal 2011 comparedHe prior year were strong performance in our gen@rarmaceutical programs,
including the impact of new product launches, thsitive impact of acquisitions, and increased nmafigim branded pharmaceutical sales,
offset by customer pricing changes. See the gr@sgimsection above for discussion of these items.

The principal drivers for the decrease during i€H0 were pricing changes on renewed customeraxis, fewer significant generic
pharmaceutical launches than the prior year antitgticine Shoppe franchise transformation. Theideéh segment profit was partially
offset by contributions from our generic prograntisciplined cost controls and increased margin ftwended pharmaceutical sales.

Segment profit from bulk sales increased $20 nmilliofiscal 2011 as compared to fiscal 2010 and Iaand 11 percent of
Pharmaceutical segment profit for fiscal 2011 a®ti® respectively. Segment profit from nbualk sales increased $298 million in fiscal 2(
as compared to fiscal 2010 and was 90 percent @pe&i&ent of Pharmaceutical segment profit forafi@0®11 and 2010, respectively. The
generic pharmaceutical items and acquisitions dsedi above primarily impacted segment profit fran-bulk sales.

Medical segmer

Compared to the prior year, results for fiscal 2@&te adversely affected by increased cost of codities used in our self-
manufactured and private brand products partidfiyed by increased sales volume. Results also igpacted by the negative year-over-year
impact of recognizing in fiscal 2010 a one-timergalated to previously deferred intercompany reecior sales to CareFusion.

The principal drivers for the increase during fls2@10 were growth in sales to certain existingt@oners and decreased cost of raw
materials associated with commodity price movemdRésults were also positively affected by the tme- gain related to previously
deferred intercompany revenue for sales to CareRuSiegment profit growth was partially dampenedfincreased spending on strategic
projects.
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Consolidated Operating Earnings
In addition to revenue, gross margin and SG&A dised above, operating earnings were impacted bipltbeving:

(in millions) 2011 2010 2009

Restructuring and employee severance $15.5 $90.7 $104.%
Acquisitior-related cost 89.¢ 18.¢ 16.5
Impairments and loss on sale of as 8.€ 29.1 13.€
Litigation (recoveries)/charges, r 6.2 (62.9) 5.2

Restructuring and employee severa

Fiscal 2011, 2010 and 2009 restructuring and engg@®gverance charges included $7 million, $65aniéind $74 million, respectivel
of costs arising from the Spin-Off.

Acquisitior-related costs

During fiscal 2011, acquisition-related costs irg®@d $55 million due to amortization of intangiatsets acquired in the Kinray, Yong
Yu and P4 Healthcare acquisitions. Acquisitiontemdacosts also increased $21 million due to trar@aand integration costs incurred in
conjunction with the Kinray, Yong Yu and P4 Healihe acquisitions. The costs were partially offse$6 million of income as a result of a
decrease in the contingent consideration liabilifating to the P4 Healthcare acquisition, whidterts actual performance for the first
measurement period and changes in our estimaterfafrmance in future measurement periods. See MNofahe “Notes to Consolidated
Financial Statements” for additional informationtbis change.

Impairments and loss on sale of as

In fiscal 2010, we recognized an impairment chafg®l8 million related to the write-down of Spety8cripts, a business within our
Pharmaceutical segment. We completed the saleesfi8tyScripts during the third quarter of fiscailD.

Litigation (recoveries)/charges, n

In fiscal 2010, we received income of $41 milli@sulting from settlement of a class action antitolesim in which we were a class
member. In addition, we received $26 million ofante for insurance proceeds released from escr@wléftjation, commenced against
certain directors and officers in 2004, was resilve

Earnings Before Income Taxes and Discontinued Optoas
In addition to items discussed above, earningsrbefcome taxes and discontinued operations wepadiad by the following:

Earnings Before Income Taxes

Change and Discontinued Operations
(in millions, except growth rates) 2011 2010 2011 2010 2009
Other (income)/expense, net 61% N.M. $(21.¢) $(13.5) $ 13z
Interest expense, n (18)% (1)% 92.¢ 113t 1144
Loss on extinguishment of de N.M. N.M. 0.C 39.€ 0.C
Gain on sale of CareFusion common st N.M. N.M. (75.9) (44.¢ 0.C

Interest expense, n
The decrease in interest expense for fiscal 20Klpsiarily due to the favorable impact of intenege swaps.
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Loss on extinguishment of de

During fiscal 2010, we recognized a $40 millionddom the early retirement of over $1.1 billiond&bt securities through a tender
offer.

Gain on sale of investment in CareFusion commocksto

We recognized $75 million and $45 million of incochéring fiscal 2011 and 2010, respectively, reldateckalized gains from the sale
shares of CareFusion common stock.

Provision for Income Taxe:

Generally, fluctuations in the effective tax rate due to changes within international and Unitet€s state effective tax rates resulting
from our business mix and discrete items. A rediin of the provision based on the federal statuincome tax rate to our effective
income tax rate from continuing operations is die¥es for fiscal 2011, 2010 and 2009 (see Note Naftes to Consolidated Financial
Statements” for a detailed disclosure of the eiffediax rate reconciliation):

Fiscal Year Ended June 30,

2011 2010 2009
Provision at Federal statutory rate 35.(% 35.(% 35.(%
State and local income taxes, net of federal be 2.2 4.7 1.8
Change in measurement of an uncertain tax pos 2.4 1.3 0.C
Foreign tax rate differenti (2.5) 3.3 (3.9
Unremitted foreign earning (0.2 13.¢ 0.C
Valuation allowance (0.€) (2.3 (3.2
Other _oC 28 _47
Effective income tax rat 36.4% 51.6% 34.6%

Fiscal 2011 Compared to Fiscal 20

The effective tax rate was favorably impacted b8 8gllion, or 1.9 percentage points, attributaldl@gcognizing no income tax expense
on the sale of CareFusion stock due to the relebagreviously established deferred tax valuatibowance. An unfavorable charge
attributable to earnings no longer indefinitelyésted offshore in fiscal 2010 favorably impacteal {bar-over-year comparison of the
effective tax rate (see below).

Fiscal 2010 Compared to Fiscal 20

The effective tax rate was unfavorably impactedlmharge of $168 million, or 13.9 percentage pogitsibutable to earnings no longer
indefinitely invested offshore. The fiscal 2010eeffive tax rate was also unfavorably impacted Byprcentage points due to changes in our
business mix resulting from the Spin-Off which fésdiin a higher percentage of our pretax incornirdogenerated in the United States than
in lower tax rate international jurisdictions. Artaable audit settlement with a state taxing autyan fiscal 2009 also unfavorably impacted
the year-over-year comparison of the effectivertd®.

Ongoing Audits

The IRS is currently conducting audits of fiscahge2001 through 2010. We have received proposedtatents from the IRS relatec
our transfer pricing arrangements between foreifghdomestic subsidiaries and the transfer of imtélial property among subsidiaries of an
acquired entity prior to its acquisition by us. TRS proposed additional taxes of $849 million,leding penalties and interest. If this tax
ultimately must be paid, CareFusion is liable urtlertax matters agreement for $592 million ofttital amount. We disagree with these
proposed adjustments and intend to vigorously abiteem, and we believe our accruals for theseemsatire adequate.
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Earnings/(Loss) from Discontinued Operatior

CareFusion operating results are included withimiegs from discontinued operations for all peritl®ugh the date of the Spin-Off,
and had a significant impact on earnings from diiocoied operations for fiscal 2010 and 2009. Sek [8an the “Notes to Consolidated
Financial Statements” for additional informationaiacontinued operations.

Recent Developments

In late August 2011, the FDA notified us that itsAralting entry into the United States of all piabae kits that we assemble in Mexico
and import at El Paso, Texas (“Imported Kits”). TFI2A indicated that we had not supplied adequateichentary support for
certain components of the Imported Kits, but hasimdicated any concerns about patient safety. Wenarking with the FDA to address
their concerns, and, in the interim, are implenrensteps to mitigate the impact to customers amdbosiness, including shifting assembly of
kits to facilities in the United States. Saleshaf tmported Kits were approximately 5 percent ofdidal segment revenue in fiscal 2011.

Liquidity and Capital Resources

We currently believe that, based upon availablétabam@sources (cash on hand), projected operatisp flow, and access to committed
credit facilities, we have adequate capital resesito fund working capital needs, currently anttgol capital expenditures, business growth
and expansion, contractual obligations, current@mogected debt service requirements, dividendssivade repurchases. During fiscal 2011,
we acquired Kinray, Yong Yu and P4 Healthcare wibkh on hand. If we decide to engage in one or mxdéional acquisitions, depending
on the size and timing of such transactions, we negd supplemental funding.

Capital Resources
Cash and Equivalents

Our cash and equivalents balance was $1.9 bilidue 30, 2011, compared to $2.8 billion at JUhe2810. At June 30, 2011, our ¢
and cash equivalents were held in cash depositmyuats with major banks around the world or inedst high quality, short-term liquid
investments. The decrease was primarily drivendayitions, offset by net cash provided by operatictivities (which is primarily driven
by net earnings and working capital), and the safsur remaining investment in CareFusion. Charnigegorking capital can vary
significantly depending on factors such as thertgrof inventory purchases, customer payments aflads receivable, and payments to
vendors during the regular course of business.

We use days sales outstanding (“DSQ"), days invgrdn hand (“DIOH") and days payable outstandingRO”) to evaluate our
working capital performance. DSO is calculatedradd receivables, net divided by average dailyrmegeduring the last month of the
reporting period. DIOH is calculated as inventodesdded by average daily cost of products sold elmargeback billings during the last
quarter of the reporting period. DPO is calculasdiccounts payable divided by average daily dgstoducts sold and chargeback billings
during the last quarter of the reporting periodargieback billings are the difference between aywtsl wholesale acquisition cost and the
contract price established between the vendorshenend customer.

Fiscal Year Ended June 30,

2011 2010 2009
Days sales outstanding 20.2 18.€ 19.1
Days inventory on han 22.5 21.t 23.1
Days payable outstandi 34.¢ 32.1 30.t
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The increase in DSO in fiscal 2011 was driven leyithpact of acquisitions and the increase in DP® dee to the timing of payments
to vendors during the regular course of business.

The decrease in DSO in fiscal 2010 was driven lbyded efforts to manage customer accounts andeatilimquency rates. The
significant improvement in DIOH in fiscal 2010 wiasgely due to enhanced efficiency in our supplgintoperations to reduce inventory
requirements. The change in DPO during fiscal 2048 largely driven by a change in payable termb wisupplier in our Pharmaceutical
segment.

During fiscal 2011, we deployed $2.3 billion of bam acquisitions, $291 million on capital expeuards, $274 million on dividends a
$270 million on share repurchases. During fiscdl12Qve received $706 million in proceeds from sdl€areFusion common stock.

During fiscal 2010, we deployed $260 million of kam capital expenditures, $253 million on dividerehd $230 million on share
repurchases (an additional $20 million repurchakethg fiscal 2010 settled during the first quad&R011). During fiscal 2010, we received
$271 million in proceeds from sale of CareFusiomomn stock and $154 million from the divestituré®wor Martindale business in the
United Kingdom and SpecialtyScripts. In additiore @ompleted a debt tender resulting in the purcbhs®re than $1.1 billion debt
securities using cash of $1.4 billion distributedus from CareFusion in connection with the Spifi-@fiditionally, in October 2009, we
repaid our $350 million floating rate notes at nnéyu

The cash and equivalents balance at the end @i 28d.1 included $266 million of cash held by sdizsies outside of the United Stal
Although the vast majority of this cash is avaitafar repatriation, permanently bringing the moirgg the United States could trigger U.S.
federal, state and local income tax obligationsaA$.S. parent company, we may temporarily accasis beld by our foreign subsidiaries
without becoming subject to U.S. federal incomettarugh intercompany loans.

The net cash provided by discontinued operationfisoal 2010 of $1.4 billion primarily reflectedepnanent financing obtained by
CareFusion prior to the Spin-Off offset by $90 oill cash funding provided by us to CareFusion pnsto the Spin-Off separation
agreement. Net cash provided by/(used in) discoatroperations for fiscal 2009 of $341 million pairity related to the earnings and char
in working capital for CareFusion.

Ownership of Shares of CareFusion Common Stock

During fiscal 2011 and 2010, we disposed of 30 Bianiand 10.9 million shares of CareFusion commstutk for cash proceeds of
$706 million and $271 million, respectively.

Credit Facilities and Commercial Paper

Our sources of liquidity include a $1.5 billion mdving credit facility and a $950 million committedceivables sales facility program.
During fiscal 2011, we replaced our prior revolviergdit facility with a new $1.5 billion facilityhat expires in May 2016 and amended the
committed receivables sales facility program teastits term to November 2012. We also have a cawiai@aper program of up to $1.5
billion, backed by the revolving credit facility. \had no outstanding borrowings from the commepzagler program and no outstanding
balance under the committed receivables salestfagibgram at June 30, 2011. Our ability to acdbescommercial paper market is limited
based on our current credit rating from Moody’sdstor Services.

Our revolving credit facility and committed recevas sales facility require us to maintain a coidsdéd interest coverage ratio, as of
any fiscal quarter end, of at least 4-to-1 andresobidated leverage ratio of no more than 3.25:tdslof June 30, 2011, we were in
compliance with these financial covenants.
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Held-to-Maturity Investments

We hold high quality investment grade held-to-migjufixed income debt securities with an amortioedt basis of $142 million as of
June 30, 2011. These investments vary in matuatg,danging from three months to sixteen monthd,pay interest semi-annually.

Long-term Obligations

As of June 30, 2011, we had total long-term obiayet of $2.5 billion compared to $2.1 billion anéu30, 2010. In December 2010, we
sold $500 million of fixed rate notes due 2020 iregistered offering. The 2020 Notes mature on B 15, 2020 and accrue interest at
4.625% per year payable semi-annually. We usegrbeeeds for general corporate purposes and foefiayment of $220 million of our
6.75% Notes due February 15, 2011.

Capital Expenditures

Capital expenditures during fiscal 2011, 2010 a@@®were $291 million, $260 million and $421 mitliaespectively, primarily related
to information technology projects and investmeaatsnprove the efficiency of our distribution fatis.

We expect capital expenditures in fiscal 2012 tgéeerally in line with the level of spending isdal 2011. We anticipate that we will
be able to fund these expenditures through cashda® by operating activities. Fiscal 2012 capigbenditures will be largely focused on
information technology projects.

Dividends

During fiscal 2011, we paid quarterly dividendspt195 per share, or $0.78 per share on an anaddi&sis, an increase of 11 percent
from fiscal 2010. On May 4, 2011, our board of dioes approved a 10 percent increase in our qlyadimidend to $0.215 per share, or $0
per share on an annualized basis, payable on 3uB0LL1 to shareholders of record on July 1, 2011.

On August 3, 2011, our board of directors approw@d108th consecutive regular quarterly dividend.

Share Repurchase

During fiscal 2011, we repurchased $250 milliooof Common Shares. During fiscal 2010, we repureth&250 million of our
Common Shares, of which $20 million cash settleduily 2010. Subsequent to June 30, 2011 and thrAughst 12, 2011, we repurchased
approximately $300 million of our Common Shares. Meded the repurchases with available cash. We B4%0 million remaining under
our current Board repurchase authorization thradghember 2013.

Interest Rate and Currency Risk Manageme

We use foreign currency forward contracts, interat swaps and commodity swaps to manage our esgts cash flow variability.
We also use foreign currency forward contractsrtaget the value of our existing foreign currensgets and liabilities and interest rate sv
to protect the value of our debt. See Item 7A bedswvell as Notes 1 and 12 of “Notes to Consoldi&ieancial Statements” for information
regarding the use of financial instruments andvaééities as well as foreign currency, interest eaite commodity exposures.
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Contractual Obligations

As of June 30, 2011, our contractual obligationsluding estimated payments due by period, arelbss:

(in millions) 2012 2013201¢ 2015201¢ Thereafter Total
On Balance Shee

Long-term debt (1 $325.2 $ 308.t $ 532.¢ $1,330.¢ $2,497.:
Interest on lon-term deb! 106.: 175.C 167.7 239.¢ 688.¢
Capital lease obligations ( 1.8 3.6 0.¢ 0.C 5.7
Other lon¢-term liabilities (3) 5.2 0.C 2.0 0.C 7.5
Off-Balance Shee

Operating leases (- 72.2 96.7 46.¢€ 39.5 254.¢
Purchase obligations (: 153.¢ 73.2 13.7 5.8 246.1
Total contractual obligatior $664./ $ 657.% $ 762.¢ $1,615.! $3,699.¢
(1) Represents maturities of our long-term debigalbions excluding capital lease obligations dématibelow. See Note 8 of “Notes to

()
(3)

(4)
(5)

Consolidated Financial Stateme” for further information

Represents maturities of our capital leasegalibns included within long-term debt on our cditsded balance sheet and the related
estimated future interest paymer

Represents cash outflows by period for cervdiour long-term liabilities in which cash outflowsuld be reasonably estimated. Certain
long-term liabilities, such as unrecognized taxdiitm and deferred taxes, have been excluded frentatble above because of the
inherent uncertainty of the underlying tax posii@r because of the inability to reasonably esgntfa timing of any cash outflows. ¢
Note 9 of*Notes to Consolidated Financial Statem” for further discussion of income tax

Represents minimum rental payments and théekkstimated future interest payments for opegdéases having initial or remaining
nor-cancelable lease terms as described in Note “Notes to Consolidated Financial Statem¢”

Purchase obligations are defined as an agreemenrchase goods or services that is enforceatildegally binding and specifying all
significant terms, including the following: fixed sminimum quantities to be purchased; fixed, mimmar variable price provisions; a
approximate timing of the transaction. The purchas@ation amounts disclosed above represent agtgof the minimum for which
we are obligated and the time period in which aagfflows will occur. Purchase orders and authoidzestto purchase that involve no
firm commitment from either party are excluded frime above table. In addition, contracts that cantilaterally canceled with no
termination fee or with proper notice are excluftedn our total purchase obligations except foraheount of the termination fee or the
minimum amount of goods that must be purchasedhduhie requisite notice peria

Our acquisition of P4 Healthcare during fiscal 2@iolves the potential payment of contingent cdasation. The table above does not

reflect any such obligation, as the timing and ami@ue uncertain. See Note 2 of “Notes to Constdidi&inancial Statements” for further
discussion of the maximum potential amount of fetcontingent consideration we could be requirgubtpassociated with this acquisition.

Recent Financial Accounting Standards

See Note 1 of “Notes to Consolidated Financialetants” for a discussion of recent financial ac¢imgnstandards.

20



Critical Accounting Policies and Sensitive Accountig Estimates

Critical accounting policies are those accountiolicges that (i) can have a significant impact ba presentation of our financial
condition and results of operations for continuapgrations and (ii) require use of complex andextbje estimates based upon past
experience and management’s judgment. Other comapiplying reasonable judgment to the same fadtsiscumstances could develop
different estimates. Because our estimates areantig uncertain, actual results may differ. Irsteection, we describe the policies applied in
preparing our consolidated financial statementsrf@nagement believes are the most dependentiomatet and assumptions. For additional
accounting policies, see Note 1 of “Notes to Codstéd Financial Statements.”

Allowance for Doubtful Accounts

Trade receivables—amounts owed to us through oeratipg activities—are presented net of an allow&nc doubtful accounts. We
also provide financing to various customers. Suhriting arrangements range from 90 days to 1Gyaddnterest rates that generally are
subject to fluctuation. Financings may be colldteeal, guaranteed by third parties or unsecurasartge notes and accrued interest
receivables are recorded net of an allowance fabtlol accounts and are included in other assetsnWist use judgment when deciding
whether to extend credit and when calculating &wiired allowance for doubtful accounts.

The allowance for doubtful accounts includes pdidfand specific reserves. We determine the appatgpallowance by reviewing
accounts receivable aging, industry trends, custdimancial strength and credit standing, histdrigate-off trends and payment history. We
also regularly evaluate how changes in economiditions may affect credit risks.

Reserve methodologies are assessed annually basestarical losses and economic, business andehadads. In addition, reserves
are reviewed quarterly and updated if appropriate.may adjust the allowance for doubtful accouhthanges in customers’ financial
condition or general economic conditions make dé&fanore frequent or severe.

The following table gives information regarding tieowance for doubtful accounts over the pastdtiigcal years.

Allowance a:
Allowance a: Reduction to
Allowance for a allowance for custome

doubtful accounts percentage a percentage Addition to Allowance
Fiscal year of customer deductions and
ended June 30, (in millions) receivables of revenue write-offs (in millions) (in millions)
2011 $ 150.( 2.4% 0.15% $ 21.€ $ 27.2
2010 $ 140.1 2.€% 0.14% $ 8.t $ 26.¢
2009 $ 117.€ 2.2% 0.12% $ 48.2 $ 51.4

A hypothetical 0.1 percent increase or decreaiacimeserve as a percentage of trade receivables;type leases and finance notes
receivables at June 30, 2011, would result in arease or decrease in bad debt expense of apptexyn$é million.

We believe the reserve maintained and expensesdextin fiscal 2011 are appropriate. At this tinve,are not aware of any analytical
findings or customer issues that might lead taaificant future increase in the allowance for dfwitaccounts as a percentage of net
revenue.

Inventories

A substantial portion of inventories (70 percenlate 30, 2011, and 73 percent at June 30, 205@3tid at the lower of cost, using the
LIFO (“last in, first out”) method, or market. Theeare primarily merchandise inventories at the pbi@rmaceutical distribution facilities
within our Pharmaceutical segment. The LIFO immacthe consolidated statements of earnings in@ngpear depends on pharmaceutical
price appreciation and the level of inventory. Bsifor branded pharmaceuticals tend to rise, wigstilts in an increase in cost of products
sold, whereas prices for generic pharmaceuticals$ te decline, which results in a decrease in ebptoducts sold.
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The LIFO method presumes that the most recent tovepurchases are the first items sold, so LIF@Psas better match current costs
and revenue. Using LIFO, if branded pharmaceuticadntory levels decline, the result generally \wi#l a decrease in future cost of products
sold: prices for branded pharmaceuticals tendst aver time, so our older inventory is held aivedr cost. Conversely, if generic
pharmaceutical inventory levels decline, futuret@dgroducts sold generally will increase: priéesgeneric pharmaceuticals tend to decline
over time, so our older inventory is held at a kigbost. We believe that the average cost methawvehtory valuation reasonably
approximates the current cost of replacing inventathin the Pharmaceutical distribution facilitiesccordingly, the LIFO reserve is the
difference between (a) inventory at the lower df@QIcost or market and (b) inventory at replacensest determined using the average cost
method of inventory valuation. In fiscal 2011 arid @, we did not record any LIFO reserve reductions.

The remaining inventory is stated at the loweradtcusing the FIFO (“first in, first out”) methodr market.

If we had used the average cost method of inventalyation for all inventory within the Pharmaceatidistribution facilities, the valt
of inventories would not have changed in fiscal 20t fiscal 2010. Primarily because prices for gemeric pharmaceutical inventories have
continued to decline, inventories at LIFO were $Biom and $38 million higher than the average ogatie as of June 30, 2011, and 2010,
respectively. We do not record inventories in exadseplacement cost.

Inventories recorded on the consolidated balaneetshare net of reserves for excess and obsoletstory, which were $40 million at
June 30, 2011, and $34 million at June 30, 2010defermine reserves for inventory obsolescencedbasdistorical experience, sales
trends, specific categories of inventory and agenshand inventory. If actual conditions are lemgofable than our assumptions, additional
inventory reserves may be required.

Business Combination

The purchase price of an acquired business isa#iddo the assets acquired and liabilities assybeesid on their estimated fair values
as of the date of acquisition, including identifatangible assets. When an acquisition invob@#ingent consideration, we recognize a
liability equal to the fair value of the contingerttnsideration obligation at the date of acquisitibhe excess of the purchase price over the
estimated fair value of the net tangible and ideitie intangible assets acquired is recorded aslgil. We base the fair values of
identifiable intangible assets on detailed valuaithat require management to make significantjelgs, estimates and assumptions. Cr
estimates and assumptions include: expected faasgie flows for trade names, customer relationshiysother identifiable intangible assets;
discount rates that reflect the risk factors asdediwith future cash flows; and estimates of Udefes. See Note 2 of the “Notes to
Consolidated Financial Statements” for addition&imation regarding our acquisitions, including ttontingent consideration related to the
P4 Healthcare acquisition.

Goodwill and Other Intangibles

Purchased goodwill and intangible assets with initeflives are not amortized, but instead aresté$dr impairment annually or when
indicators of impairment exist. Intangible asseithinite lives—primarily customer relationshipadipatents and trademarksentinue to b
amortized over their useful lives. Impairment tegtinvolves a comparison of estimated fair valuthorespective carrying amount. If
estimated fair value exceeds the carrying amohat) ho impairment exists. If the carrying amourteeds the estimated fair value, then a
second step is performed to determine the amounmpdirment which would be recorded as an expemseit results of operations.

Application of goodwill impairment testing involv@sdgment, including but not limited to, the iddiatation of reporting units and
estimating the fair value of each reporting uniteforting unit is defined as an operating segroenne level below an operating segmen
fiscal 2011, we identified four reporting
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units: Pharmaceutical segment (excluding our nu@ad pharmacy services division and Yong Yu donyj Medical segment; nuclear and
pharmacy services division; and Yong Yu divisioairfvalues can be determined using market, incontest-based approaches. Our
determination of estimated fair value of the rejpgrunits is based on a combination of income-basetimarkebased approaches. Under
market-based approach we determine fair value bypeming our reporting units to similar businesseguideline companies whose
securities are actively traded in public marketsdér the income-based approach, we use a discocasbédlow model in which cash flows
anticipated over several periods, plus a terminhlerat the end of that time horizon, are discalitdgheir present value using an appropriate
rate of return. To further confirm the fair valwge compare our aggregate fair value of our repgninits to our market capitalization. The

of alternate estimates and assumptions or changhs industry or peer groups could materially éftbe determination of fair value for each
reporting unit and potentially result in goodwithpairment.

We performed annual impairment testing in fiscal @010 and 2009 and concluded that there wemapairments of goodwill as the
fair value of each reporting unit exceeded itsyiag value. See Note 6 of “Notes to ConsolidatathRtial Statements” for additional
information regarding goodwill and other intangiblssets.

If we alter our impairment testing by increasing thiscount rate in the discounted cash flow anslygil percent, there still would not
be any impairment indicated for any of our repartimits for fiscal 2011, 2010 or 2009.

Vendor Reserves

In the ordinary course of business, our vendors diggute deductions taken against payments othemie to them or assert other
billing disputes. These disputed transactions esearched and resolved based upon our policy adidis of the research performed. At any
given time, there are outstanding items in varistages of research and resolution. In determinipgagpriate reserves for areas of exposure
with our vendors, we assess historical experiendecarrent outstanding claims. We have establisfagidus levels of reserves based on the
type of claim and status of review. Though thegeantion types are relatively consistent, we pecat refine our estimate methodology by
updating the reserve estimate percentages to reft#cal historical experience. Changes to thenedé percentages affect the cost of products
sold in the period in which the change was made.

Vendor reserves were $41 million and $28 milliodate 30, 2011 and 2010, respectively. ApproxirgaBlpercent of the vendor
reserve at June 30, 2011, pertained to the Phautiealesegment, compared to 59 percent at the &fisical 2010. The reserve balance will
fluctuate due to variations of outstanding claimmsrf period to period, timing of settlements, andcsfic vendor issues, such as bankruptcies.

The ultimate outcome of specific claims may beet#ht than our original estimate and may requifestishent. We believe, however,
that reserves recorded for such disputes are attejased upon current facts and circumstances.

Provision for Income Taxe:!

Our income tax expense, deferred tax assets anitities, and unrecognized tax benefits reflect agement’s assessment of estimated
future taxes to be paid on items in the consoldiéiteancial statements.
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Deferred income taxes arise from temporary diffeesrbetween financial reporting and tax reportiaggls of assets and liabilities, as
well as net operating loss and tax credit carryfods for tax purposes. The following table presarftemation about our tax position:

Net loss and credit carryforwards Net valuation allowance
Fiscal Net deferred income ta: Net deferred income ta:
year ended included in net deferred income (in millions) against
June 30, assets (in millions) liabilities (in billions) tax assets (in millions) deferred tax assets (1)
2011 $ 543 $ 14 $ 19C $ 15¢€
2010 $ 57¢ $ 1.2 $ 197 $ 182

(1) This valuation allowance primarily relates to felestate and international loss carryforwardsafbich the ultimate realization of futt
benefits is uncertait

Expiring carryforwards and the required valuatitioveances are adjusted annually. After applyinguhakiation allowances, we do not
anticipate any limitations on our use of any of ¢tieer net deferred income tax assets describedeabo

We believe that our estimates for the valuatioovedinces against deferred tax assets and unrecdgaizéenefits are appropriate ba
on current facts and circumstances. However, atbepanies applying reasonable judgment to the $acteand circumstances could
develop different estimates. The amount we ultitgygiay when matters are resolved may differ from@mounts accrued.

Tax benefits from uncertain tax positions are redogd when it is more likely than not that the piosi will be sustained upon
examination, including resolutions of any relatpgeals or litigation processes, based on the teahmierits. The amount recognized is
measured as the largest amount of tax benefiighlgakater than 50 percent likely of being realinpdn settlement (see Note 9 of “Notes to
Consolidated Financial Statements” for a detailisdldsure of the unrecognized tax benefits).

If any of our assumptions or estimates were to ghaan increase or decrease in our effective taxay 1 percent on earnings before
income taxes and discontinued operations would baused income tax expense to increase or dedvgaikb million for fiscal 2011.

Share-based Compensation

All share-based payments to employees, includiagtgrof options, are recognized in the consolidatattments of earnings based on
the grant date fair value of the award. The falueaf stock options is determined using a lattiakiation model. We believe the lattice
model provides for better estimates because itHeability to take into account employee exerpigterns based on changes in our stock
price and other variables and it provides for aeaof input assumptions.

During fiscal 2011 and 2010, we calculated separption valuations for two separate groups of elygds. During fiscal 2009, we
calculated separate option valuations for threarsge groups of employees. The groups were detedmising similar historical exercise
behaviors. The expected life of the options gramtad calculated from the option valuation model esptesents the length of time in years
that the options granted are expected to be oulisignExpected volatilities are based on impliethtility from traded options on our
Common Shares and historical volatility over a @a&iof time commensurate with the contractual tefthe option grant (7 years). As
required, the forfeiture estimates will be adjugiedeflect actual forfeitures when an award vebBke actual forfeitures in future reporting
periods could be higher or lower than our currestingates.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholders and the
Board of Directors of Cardinal Health, Inc.

We have audited the accompanying consolidated balsineets of Cardinal Health, Inc. and subsidigties“Company”) as of June 30, 2011
and 2010, and the related consolidated stateméetoings, shareholders’ equity, and cash flows#zh of the three years in the period
ended June 30, 2011. Our audits also includednhadial statement schedule listed in the Inddieat 8. These financial statements and
schedule are the responsibility of the Company’sagament. Our responsibility is to express an opiwin these financial statements and the
schedule based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. An audit includes examining, on flasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting ptesiused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the financial statements refer@alove present fairly, in all material respedts, ¢onsolidated financial position of the
Company as of June 30, 2011 and 2010, and the ltetsal results of their operations and their démhis for each of the three years in the
period ended June 30, 2011, in conformity withtth8. generally accepted accounting principles. Als@ur opinion, the related financial
statement schedule, when considered in relatidihetdasic financial statements taken as a whobsepits fairly in all material respects the
information set forth therein.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the Company’s
internal control over financial reporting as of @80, 2011, based on criteria established in IateControl-Integrated Framework issued by
the Committee of Sponsoring Organizations of thea@lvay Commission and our report dated August @bl 2xpressed an unqualified
opinion thereon.

/sl ERNST & YOUNG LLP

ERNST & YOUNG LLP

Columbus, Ohio

August 25, 2011, except for the impact of the natte

discussed in Notes 1, 2, 16, and 18 pertaining to

amortization of acquisition-related intangible assnd reportable segments, as
to which the date is November 4, 2011
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CARDINAL HEALTH, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF EARNINGS

Fiscal Year Ended June 30,

2011 2010 2009
(In millions, except per common share amounts)
Revenue $ 102,644.. $98,502.8 $95,991.!
Cost of products sol 98,482.. 94,722.. 92,244.(
Gross margir 4,162.( 3,780.° 3,747.%
Operating expense
Distribution, selling, general and administrativgpense: 2,527.¢ 2,397t 2,320.(
Restructuring and employee severa 15.t 90.7 104.5
Acquisitior-related cost 89.¢ 18.¢ 16.2
Impairments and loss on sale of as: 8.€ 29.1 13.¢
Litigation (recoveries)/charges, r 6.2 (62.9) 5.2
Operating earning 1,514.( 1,306.¢ 1,287.«
Other (income)/expense, r (21.9) (13.5) 13.2
Interest expense, n 92.¢ 113t 114.¢
Loss on extinguishment of de 0.C 39.¢ 0.C
Gain on sale of investment in CareFus (75.9) (44.6) 0.C
Earnings before income taxes and discontinued tipes 1,518.: 1,211.¢ 1,159.¢
Provision for income taxe 552.1 624.¢ 401.€
Earnings from continuing operatio 966.2 587.( 758.2
Earnings/(loss) from discontinued operations, rfi¢to (7.29) 55.2 393.¢
Net earning: $ 959.C $ 642.: 1,151.¢
Basic earnings/(loss) per Common Sh.
Continuing operation $ 271 $ 1.64 2.1z
Discontinued operatior (0.02) 0.1¢t 1.1C
Net basic earnings per Common Sk $ 278 $ 1.7¢ 3.22
Diluted earnings/(loss) per Common Shi
Continuing operation $ 274 % 1.62 2.1C
Discontinued operatior (0.02) 0.1t 1.0¢
Net diluted earnings per Common Sh $ 272 % 1.77 3.1¢
Weighted average number of Common Shares outsigr
Basic 348.€ 358.¢ 357.€
Diluted 352.t 361.¢ 361.t

The accompanying notes are an integral part oktbeasolidated statements.
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CARDINAL HEALTH, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

June 30, June 30,
2011 2010
(In millions)
ASSETS
Current asset:
Cash and equivalen $ 1,929.0 $ 2,755.
Trade receivables, n 6,155.° 5,170.¢
Inventories 7,334.; 6,355.¢
Prepaid expenses and otl 896.1 637.1
Total current asse 16,315.¢ 14,918.
Property and equipment, at cc
Land, buildings and improvemer 1,105.: 1,121t
Machinery and equipme 2,055.; 1,868.¢
Furniture and fixture 114.( 103.4
Total property and equipment, at ¢ 3,274.: 3,093.°
Accumulated depreciation and amortizat (1,762.() (1,624.9
Property and equipment, r 1,512.: 1,468.¢
Other asset:
Investment in CareFusic 0.C 691.t
Goodwill and other intangibles, n 4,259.( 2,253.:
Other 758.¢ 657.¢
Total asset $22,845.¢  $19,990.:
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Accounts payabl $11,331.! $ 9,494.¢
Current portion of lon-term obligations and other sh-term borrowings 326.1 233.2
Other accrued liabilitie 1,711 1,809.!
Total current liabilities 13,369.! 11,537.
Long-term obligations, less current porti 2,175 1,896.:
Deferred income taxes and other liabilit 1,452t 1,280.¢

Shareholder equity:
Preferred Shares, without par val
Authorizec—0.5 million shares, Issu—none 0.C 0.C
Common Shares, without par vali
Authorized—755.0 million shares, Issued—363.6 millshares at June 30, 2011 and 2010,

respectively 2,898.: 2,889.¢
Retained earning 3,331.¢ 2,647.:
Common Shares in treasury, at cost: 12.5 millicres and 7.2 million shares at June 30, 2011 ahd,20
respectively (457.%) (331.0
Accumulated other comprehensive inca 76.7 70.C
Total shareholde’ equity 5,848.¢ 5,276.!
Total liabilities and sharehold¢ equity $22,845.¢  $19,990..

The accompanying notes are an integral part oktheasolidated statements.
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CARDINAL HEALTH, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

Accumulated

Common Shares Other Total
Shares Retained Treasury Shares Comprehensive Shareholders’
Issued Amount Earnings Shares Amount Income/(Loss) Equity
(In millions)
BALANCE JUNE 30, 200¢ 364.7 $3,001.. $5,016.: (7.€) $(480.7) $ 2108 $ 7,747!
Comprehensive incom
Net earning: 1,151.¢ 1,151.¢
Foreign currency translation adjustme (122.5 (122.5
Unrealized loss on derivatives, net of (0.8 (0.9
Net change in pension liability, net of t (5.9 (5.9
Total comprehensive incon 1,023.(
Employee stock plans activity, including tax impatt
$2.9 million (1.0) 30.4 3.¢ 137.7 168.]
Dividends declare (213.9) (213.9)
BALANCE JUNE 30, 200¢ 363.7 3,031.¢ 5,953.¢ (3.7 (343.0 82.2 8,724.
Comprehensive incom
Net earning: 642.2 642.2
Foreign currency translation adjustme (97.2) (97.2)
Unrealized gain on derivatives, net of 23.t 23.¢
Unrealized gain on investment in CareFusion
net of tax 61.2 61.2
Total comprehensive incon 630.(
Employee stock plans activity, including tax impatt
$16.1 million (0.7 (241.% 3.¢ 261.¢ 120.Z
Treasury shares acquir (7.4  (249.9 (249.9
Dividends declare (259.5) (259.5)
Non-cash dividend issued in connection with $-off (3,689.9) (3,689.9
BALANCE JUNE 30, 201( 363.€ 2,889.¢ 2,647.. (7.2) (331.0 70.C 5,276.:
Comprehensive incom
Net earning: 959.( 959.(
Foreign currency translation adjustme 72.1 72.1
Unrealized loss on derivatives, net of 4.2 (4.2
Reclassification of unrealized gain upon
realization from sale of remaining investment
in CareFusion, net of te (61.2) (61.2)
Total comprehensive incon 965.7
Employee stock plans activity, including tax impatt
$13.7 million 0.C 8.3 2.2 123.2 131.¢
Treasury shares acquir (7.5) (249.9 (249.9)
Dividends declare (280.9) (280.9)
Other 6.C 6.C
BALANCE JUNE 30, 201: 363.¢ $2,898.. $3,331.. (12.5) $457.) $ 76.7 $ 5,848.¢

The accompanying notes are an integral part oktheasolidated statements.
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CARDINAL HEALTH INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Fiscal Year Ended June 30,

The accompanying notes are an integral part oktheasolidated statements.
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2011 2010 2009
(In millions)
CASH FLOWS FROM OPERATING ACTIVITIES:
Net earning: $ 959.( $ 642.: $1,151.¢
(Earnings)/loss from discontinued operati 7.2 (55.2) (393.9
Earnings from continuing operatio 966.2 587.( 758.2
Adjustments to reconcile earnings from continuipgrations to net cash from operatic
Depreciation and amortizatic 313.c 254.¢ 225.¢
Loss on extinguishment of de 0.C 39.¢ 0.C
Gain on sale of investment in CareFus (75.9) (44.¢ 0.C
Impairments and loss on sale of as: .€ 29.1 13.€
Shar-based compensatic 79.5 99.8 109.¢
Provision for deferred income tax 128.( 120.Z 149.¢
Provision for bad debt 27.2 26.¢ 51.¢
Change in operating assets and liabilities, neffefcts from acquisition:
Decrease/(increase) in trade receiva (457.2) 20.€ (713.¢
Decrease/(increase) in inventor (664.7) 477 .2 (431.2)
Increase/(decrease) in accounts pay 1,356.! 451.( 768.1
Other accrued liabilities and operating items, (287.0) (74.6) 19.c
Net cash provided by operating activi—continuing operation 1,395.; 1,986." 951.2
Net cash provided by/(used in) operating activ—discontinued operatior (0.5) 147.¢ 472.
Net cash provided by operating activit 1,394.¢ 2,134.; 1,423.¢
CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from divestitures and sale of propertyeapipbmen 3.C 158.€ 136.2
Acquisition of subsidiaries, net of cash acqui (2,299.H (32.0 (128.¢)
Purchase of he-to-maturity investment securitit (155.¢ 0.C 0.C
Additions to property and equipme (291.9) (260.9) (421.2)
Proceeds from sale of CareFusion common ¢ 705.¢ 270.7 0.C
Proceeds from maturities of h-to-maturity securitie: 9.5 0.C 0.C
Net cash provided by/(used in) investing activ—continuing operation (2,028.() 137.C (413.¢
Net cash used in investing activit—discontinued operatior 0.C (9.9 (129.9)
Net cash provided by/(used in) investing activi (2,028.0) 127.] (542.9
CASH FLOWS FROM FINANCING ACTIVITIES:
Payment of contingent considerati (10.2) 0.C 0.C
Net change in shc-term borrowings 46.4 0.C 0.C
Reduction of lon-term obligations (228.6 (1,485.9 (301.9
Proceeds from lor-term obligations, net of issuance cc 494k 0.C 0.C
Proceeds from issuance of Common Sh 63.C 40.C 39.2
Tax disbursements from exercises of stock opt (23.9) (16.7) (2.9
Payment of premiums for debt extinguishm 0.C (66.9) 0.C
Dividends on Common Shar (274.2) (253.7) (200.9)
Purchase of treasury sha (269.9 (230.2) 0.C
Net cash used in financing activi—continuing operation (192.¢) (2,011.9) (465.5)
Net cash provided by/(used in) financing activ—discontinued operatior 0.C 1,283.¢ (2.7)
Net cash used in financing activiti (192.6) (727.5) (468.7)
NET INCREASE/(DECREASE) IN CASH AND EQUIVALENTS (826.0) 1,533.° 412.¢
CASH AND EQUIVALENTS AT BEGINNING OF YEAR 2,755.1 1,221.¢ 808.¢
CASH AND EQUIVALENTS AT END OF YEAR $1,929. $ 2,755.1 $1,221.¢
SUPPLEMENTAL INFORMATION:
Cash payments fo
Interest $ 115.¢ $ 158. $ 201.¢
Income taxe: $ 587.¢ $ 513.7 $ 429.:
Non-cash investing and financing transactions
Retained investment in CareFusion at date of-Off $ 0.C $ 863.1 $ 0C
Non-cash dividend in connection with S-Off $ 0.C $ 3,689.¢ $ 0cC



CARDINAL HEALTH, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cardinal Health, Inc., an Ohio corporation formed. 979, is a healthcare services company providirgmaceutical and medical
products and services that help pharmacies, hésstargery centers, physician offices and otheitheare providers focus on patient care
while reducing costs, enhancing efficiency and iowprg quality. References to “we”, “our” and sinrilaronouns in these consolidated
financial statements are to Cardinal Health, Imcl s majority-owned subsidiaries unless the cdrdéherwise requires.

Our fiscal year ends on June 30. References tal 411, 2010 and 2009 in these consolidated fiahrtatements are to the fiscal ye
ended June 30, 2011, 2010 and 2009, respectively.

Spin-Off of CareFusion CorporatiarEffective August 31, 2009, we separated our céihand medical products businesses through a
distribution to our shareholders of 81 percentefthen outstanding common stock of CareFusion@atjon (“CareFusion”) and retained
the remaining 41.4 million shares of CareFusion mam stock (the “Spin-Off")During fiscal 2011 and 2010, we disposed of 30.lianianc
10.9 million shares of CareFusion common stoclpeetvely. While we are a party to a separatioreagrent and various other agreements
relating to the separation, we have determinedvtieatave no significant continuing involvementlie bperations of CareFusion.
Accordingly, the operating results of CareFusiom @esented within discontinued operations fopatiods presented through the date of the
Spin-Off.

Our Relationship with CareFusiarOn July 22, 2009, we entered into a separatioaemgent with CareFusion to effect the S@iff-and
provide a framework for our relationship with Camglon after the Spin-Off. In addition, on August 2009, we entered into a transition
services agreement, a tax matters agreement aactannts receivable factoring agreement with CasieiRyamong other agreements. These
agreements, including the separation agreementiderdor allocation of assets, employees, lial@ifiand obligations (including investments,
property and employee benefits; and tax-relatedtassd liabilities) attributable to periods ptioy at and after the Spin-Off and govern
certain relationships between CareFusion and as ¢ Spin-Off.

Under the transition services agreement, duringafi2011 and 2010, we recognized $64.7 million $&@.2 million, respectively, in
transition service fee income, which approximatefgets the costs associated with providing thesitaon services. Substantially all of the
transition service arrangements expired in fis€dll2and early fiscal 2012.

Under the accounts receivable factoring agreendening fiscal 2011 and 2010, we purchased $460lomand $605.6 million,
respectively, of CareFusion trade receivables.ddweunts receivable factoring arrangement expiredpril 1, 2011.

Under the tax matters agreement, CareFusion igatblil to indemnify us for certain tax exposurestagusaction taxes prior to the
Spin-Off. The indemnification receivable is incladi@ our balance sheet and was $263.9 million &% million at June 30, 2011 and
2010, respectively.

Basis of PresentationOur consolidated financial statements includeait@unts of all majority-owned subsidiaries, andighificant
intercompany transactions and amounts have beminalied. The results of businesses acquired opsiEgpof are included in the
consolidated financial statements from the effectlate of the acquisition or up to the date ofalish respectively.

ReclassificationsCertain prior year balances have been reclasgifiednform to the current year presentation. Intégd as announce
on August 4, 2011, we have changed our definitiocsegment profit to exclude the amortization ofw@sijion-related intangible assets and
have revised the prior period segment profit disete accordingly. These costs also have been sd@asfrom distribution, selling, general
and administrative expenses to acquisition-relatsts on the consolidated statements of earninlysofparative prior period information
has been reclassified and there was no impactdmtipg earnings or net earnings. See Notes 2 @ifior further information regarding
acquisition-related costs and segment profit, rethpaly.

Use of Estimates he consolidated financial statements are preparadcordance with accounting principles generatlgepted in the
United States (“GAAP”). The preparation of finar@tatements in accordance with GAAP requires usdke estimates, judgments and
assumptions that affect the amounts
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reported in the consolidated financial statementsaccompanying notes. Estimates, judgments antgui®ns are used in the accounting
and disclosure related to, among other items, allm& for doubtful accounts, inventory valuatiorsibass combinations, goodwill and
intangible asset impairment, vendor reserves, shased compensation, and income taxes. Actual aimconld ultimately differ from these
estimated amounts.

Cash EquivalentsWe consider all liquid investments purchased withaturity of three months or less to be cash edgmis. The
carrying value of cash equivalents approximatesviaue.

ReceivablesTrade receivables are primarily comprised of amewomied to us through our distribution businesselsaae presented net
of an allowance for doubtful accounts of $134.5iomland $123.5 million at June 30, 2011 and 20&8pectively. An account is considered
past due on the first day after its due date. toatance with contract terms, we generally haveatiility to charge customers service fees or
higher prices if an account is considered past Wecontinuously monitor past due accounts andbsleappropriate reserves to cover
potential losses, which are based primarily orohisal collection rates and the credit worthinesthe customer. We write-off any amounts
deemed uncollectible against the established afioedior doubtful accounts.

We provide financing to various customers. Suchrfing arrangements range from 90 days to 10 yatirgerest rates that are
generally subject to fluctuation. Interest inconnetioese arrangements is recognized as it is eafinedfinancings may be collateralized,
guaranteed by third parties or unsecured. Finantasrand accrued interest receivables were $90liémcurrent portion $18.9 million) and
$109.9 million (current portion $20.9 million) airde 30, 2011 and 2010, respectively, and are iedud other assets (current portion is
included in prepaid expenses and other). Finantesmeceivable are reported net of an allowanceddabtful accounts of $14.9 million and
$16.2 million at June 30, 2011 and 2010, respéegtiVe estimate an allowance for these financirageables based on historical collection
rates and the credit worthiness of the customer.

Concentrations of Credit Risk and Major Customéfge maintain cash depository accounts with majakbahroughout the world and
invest in high quality short-term liquid instrumenSuch investments are made only in instrumesteior enhanced by high quality
institutions. These investments mature within thremths and we have not incurred any related losses

Our trade receivables, lease receivables, finaotesnand accrued interest receivables are exgosedoncentration of credit risk with
customers in the retail and healthcare sectorgitiek can be affected by changes in reimbursermed other economic pressures impacting
the hospital and acute care sectors of the headthicdustry. Such credit risk is limited due to gaging collateral and the diversity of the
customer base, including its wide geographic dsipar We perform ongoing credit evaluations of customers’ financial conditions and
maintain reserves for credit losses. Such lossterigally have been within our expectations.

The following table summarizes all of our custontéet individually account for at least 10 percehtevenue and their corresponding
percent of gross trade receivables. The custometeitable below are serviced through our Pharataed segment.

Percent of Gross
Trade Receivables at

Percent of Revenue June 30,
2011 201C 200¢ 2011 2010
Walgreen Co. 23% 24% 24% 31% 32%
CVS Caremark Corporatic 22% 22% 21% 20% 21%

We have entered into agreements with group punsbasiganizations (“GPOs") which act as purchasiggnas that negotiate vendor
contracts on behalf of their members.
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The following table summarizes the revenue thatdeated from GPO members through the contractuahgements established with
Novation, LLC and Premier Purchasing Partners,, la@. two largest GPO relationships in terms otrae:

Percent of Revenue
2011 201( 200¢

GPO members 14% 15% 15%

Our trade receivable balances are with individuahtbers of the GPO, and therefore no significantentration of credit risk exists
with these types of arrangements.

Inventories A substantial portion of our inventories (70 peitcainJune 30, 2011 and 73 percent June 30, 201@jusd at the lower of
cost, using the LIFO method, or market. These itorées are included within the core pharmaceutigstribution facilities of our
Pharmaceutical segment (“distribution facilitieaf)d are primarily merchandise inventories. We belitaat the average cost method of
inventory valuation provides a reasonable approtionaf the current cost of replacing inventoryhiit the distribution facilities. As such,
the LIFO reserve is the difference between (a)nitwmey at the lower of LIFO cost or market and (yentory at replacement cost determined
using the average cost method of inventory valuatio fiscal 2011 and 2010, we did not record aifyQ.reserve reductions.

If we had used the average cost method of inventalyation for all inventory within the distributidacilities, inventories would not
have changed in fiscal 2011 or fiscal 2010. Inveesovalued at LIFO were $7.6 million and $37.7limil higher than the average cost value
as of June 30, 2011 and 2010, respectively. Weotloagord inventories in excess of replacement cost

Our remaining inventory is primarily stated at thever of cost, using the FIFO method, or market.

Inventories presented on the consolidated balameet sire net of reserves for excess and obsoletatory which were $40.0 million
and $34.4 million at June 30, 2011 and 2010, remdg. We reserve for inventory obsolescence usistimates based on historical
experience, sales trends, specific categoriesvehitory, and age of on-hand inventory.

Cash DiscountsManufacturer cash discounts are recorded as amuanp of inventory cost and recognized as a rediniatf cost of
products sold when the related inventory is sold.

Property and EquipmentProperty and equipment are carried at cost lemsnaulated depreciation. Property and equipment foeldale
are recorded at the lower of cost or fair valus lesst to sell. Depreciation expense is computedjuke straight-line method over the
estimated useful lives of the assets, includingtablease assets which are depreciated over thestef their respective leases. We use the
following range of useful lives for our propertycaequipment categories: buildings and improvemenrt$e-50 years; machinery and
equipment—2 to 20 years; furniture and fixtures-e-3@ years.

The following table shows depreciation expensdifmal 2011, 2010 and 2009:

Fiscal Year Ended

June 30,
(in millions) 2011 2010 2009
Depreciation expense $243.7 $233.4 $206.¢

When certain events or changes in operating camditbccur, an impairment assessment may be perdosméhe recoverability of the
carrying amounts. Repairs and maintenance expeadifue expensed as incurred. Interest on lemg-projects is capitalized using a rate
approximates the weighted average interest ratermiterm obligations, which was 4.21% at June28,1. The amount of capitalized
interest was immaterial for all fiscal years presdn
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Business Combination§he purchase price of an acquired business isa#idao the assets acquired and liabilities assurased on
their estimated fair values as of the date of agitjon, including identifiable intangible assetsh&# an acquisition involves contingent
consideration, we recognize a liability equal te fair value of the contingent consideration olilyaat the date of acquisition. The excess of
the purchase price over the estimated fair valubehet tangible and identifiable intangible assetquired is recorded as goodwill. We base
the fair values of identifiable intangible assatsdetailed valuations that require management ters@nificant judgments, estimates and
assumptions. Critical estimates and assumptiongdacexpected future cash flows for trade namestorner relationships and other
identifiable intangible assets; discount rates tbe#iect the risk factors associated with futursttiows; and estimates of useful lives. See
Note 2 for additional information regarding our aisitions, including the contingent consideratietated to the P4 Healthcare acquisiti

Goodwill and Other IntangiblesPurchased goodwill and intangible assets withfinde lives are not amortized, but instead aré¢etes
for impairment annually or when indicators of inmpaént exist. Intangible assets with finite lives-parily customer relationships, patents
and trademarks—are amortized over their usefuslive

Goodwill impairment testing involves a comparisdrestimated fair value of reporting units to thepective carrying amount. If
estimated fair value exceeds the carrying amohat) ho impairment exists. If the carrying amourtteeds the estimated fair value, then a
second step is performed to determine the amountmdirment, which would be recorded as an expémser results of operations.
Application of goodwill impairment testing involv@gdgment, including but not limited to the idemtiftion of reporting units and estimating
the fair value of each reporting unit. A reportungjt is defined as an operating segment or ond mlew an operating segment. In fiscal
2011, we identified four reporting units: Pharmaaml segment, excluding our nuclear and pharmacyices division and Yong Yu divisio
Medical segment; nuclear and pharmacy servicesidivi and Yong Yu division. Fair values can be dateed using market, income or cost-
based approaches. Our determination of estimateddiae of the reporting units is based on a coration of income-based and market-
based approaches. Under the market-based appr@agbatermine fair value by comparing our reportingaito similar businesses or
guideline companies whose securities are activatjed in public markets. Under the income-basedoagh, we use a discounted cash flow
model in which cash flows anticipated over sevpaalods, plus a terminal value at the end of tima¢ thorizon, are discounted to their pres
value using an appropriate rate of return. To frttonfirm the fair value, we compare the aggrefgitesalue of our reporting units to our
market capitalization. The use of alternate estmand assumptions or changes in the industryesrgyveups could materially affect the
determination of fair value for each reporting wamt potentially result in goodwill impairment.

We performed annual impairment testing in fiscal @010 and 2009 and concluded that there wemmpairments of goodwill as the
fair value of each reporting unit exceeded itsyiag value. See Note 6 for additional informatie@garding goodwill and other intangible
assets.

Income TaxesWe account for income taxes using the asset abdity method. The asset and liability method rieggirecognition of
deferred tax assets and liabilities for expectedréutax consequences of temporary differencesctivagntly exist between the tax bases and
financial reporting bases of our assets and liddmli Deferred tax assets and liabilities are meakusing enacted tax rates in the respective
jurisdictions in which we operate. Deferred taxesraot provided on the unremitted earnings of sliages outside of the United States wl
it is expected that these earnings are permanegitlyested.

Tax benefits from uncertain tax positions are redogd when it is more likely than not that the piosi will be sustained upon
examination, including resolutions of any relatpgeals or litigation processes, based on the teahmierits. The amount recognized is
measured as the largest amount of tax benefiiglgatater than 50 percent likely of being realinpdn settlement. See Note 9 for additional
information regarding income taxes.
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Accounting for Vendor Reservels the ordinary course of business, our vendorg dispute deductions taken against payments
otherwise due to them or assert other billing dispuThese disputed transactions are researchegswlded based upon our policy and
findings of the research performed. At any givenetj there are outstanding items in various stafjessearch and resolution. In determining
appropriate reserves for areas of exposure witlvendors, we assess historical experience andntwustanding claims. We have
established various levels of reserves based otypleeof claim and status of review. Though thedetion types are relatively consistent,
periodically refine our estimate methodology by aitg the reserve estimate percentages to reftéehbhistorical experience. The ultimate
outcome of certain claims may be different thananginal estimate and may require an adjustmehadjustments to vendor reserves are
included in cost of products sold. In addition, theerve balance will fluctuate due to variatiohewtstanding claims from period to period,
timing of settlements and specific vendor issuashss bankruptcies. The following table summanzewlor reserves at June 30, 2011 and
2010:

June 30,
(in millions) 2011 2010
Vendor reserves $41.C $27.¢€

Third-party returns are excluded from the vendserees above. See separate section in Note ldesaiption of third-party returns.

Accounting for Vendor Incentivesees for services and other incentives received frendors relating to the purchase or distributibn
inventory are generally reported as a reductiotost of products sold in the consolidated statesehéarnings. We consider these fees and
other incentives to represent product discounts,aana result the amounts are recorded as a redwdtproduct cost and are recognized
through cost of products sold upon sale of theedlimventory.

Other Accrued Liabilities.Other accrued liabilities represent various curaligations, including certain accrued operagéxgenses
and taxes payable.

Share-Based CompensatioAll share-based compensation to employees, inatudrants of stock options, is recognized in the
consolidated statements of earnings based on #m date fair value of the awards. The fair valfistock options is determined using a
lattice valuation model. We believe the lattice migurovides for better estimates because it haalthity to take into account employee
exercise patterns based on changes in our stook @nid other variables and it provides for a rasfgeput assumptions.

The compensation expense recognized for all shaseebawards is net of estimated forfeitures angicisgnized ratably over the service
period of the awards. We classify share-based cosgtion expense within distribution, selling, geha@nd administrative (“SG&A”)
expenses to correspond with the same line itethemgjority of the cash compensation paid to emg#eyHowever, certain share-based
compensation incurred in connection with the Spfhi€classified within restructuring and employssverance. See Note 17 for additional
information regarding share-based compensation.

Dividends.The following table summarizes the cash dividerelsGommon Share that we paid for fiscal 2011, 2816 2009:

Fiscal Year Ended

June 30,
2011 2010 2009
Cash dividends per Common Share $0.7¢ $0.7C $0.5¢€

Revenue Recognitiowe recognize revenue when persuasive evidence afrangement exists, product delivery has occurreétie
services have been rendered, the price is fixetbt@rminable, and collectability is reasonably em$uRevenue is recognized net of sales
returns and allowances.

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

35



Revenue for deliveries that are directly shippedustomer warehouses from the manufacturer whesebgct as an intermediary in the
ordering and delivery of products is recorded ginssccordance with accounting standards addresspuyting revenue on a gross basis as a
principal versus on a net basis as an agent. €kenue is recorded on a gross basis since we dénedit risk from the customer, bear the risk
of loss for incomplete shipments and do not recaigeparate fee or commission for the transactidnas such, are the primary obligor.
Revenue from these sales is recognized whenttitfsters to the customer and we have no furthégatinn to provide services related to
such merchandise.

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

Pharmacy management, third-party logistics andrat@evice revenue is recognized as the serviceeadered according to the
contracts established. A fee is charged under sastracts through a capitation fee, a dispensiagdenonthly management fee, or an actual
costs-incurred arrangement. Under certain contréeds for services are guaranteed by us not teegikstipulated amounts or have other risk-
sharing provisions. Revenue is adjusted to refleziestimated effects of such contractual guararded risk-sharing provisions.

Medicine Shoppe International, Inc. and MedicaprRia&ies Incorporated earn franchise fees. Franébéserepresent monthly fees t
are either fixed or based upon franchisees’ saldsage recognized as revenue when they are earned.

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

Sales Returns and AllowanceRevenue is recorded net of sales returns and atloas. We recognize sales returns as a reduction of
revenue and cost of products sold for the sale® @md cost, respectively, when products are retlir@ur customer return policies generally
require that the product be physically returnedbjestt to restocking fees, in a condition suitabldéé¢ added back to inventory and resold a
value, or returned to vendors for credit (“mercladie product”). Product returns are generally cstesit throughout the year and typically are
not specific to any particular product or custorfenounts recorded in revenue and cost of produattsunder this accounting policy closely
approximate what would have been recorded had wmied for sales returns and allowances at the diiniee sale transaction.

The following table summarizes sales returns almvainces for the fiscal years ended June 30, 22010 and 2009:

Fiscal Year Ended June 30,

(in millions) 2011 2010 2009
Sales returns and allowances $1,651 . $1,516.: $1,391.

Third-party ReturnsSince we generally do not accept non-merchantabléugt returns from our customers, many of our@usts
return non-merchantable pharmaceutical produotsitovendors through third parties. Generally, aistomers do not have a direct
relationship with our vendors; as such, our vengaiss the value of the returns to us (usually énféihm of an accounts payable deduction).
We in turn pass the value received, less an adtratiie fee, to our customer. In certain instanegspass the estimated value of the return to
our customer prior to processing the deduction withvendors. Although, in general, we believe weenhsatisfactory contractual protections,
we could be subject to claims from customers odees if our administration of this overall procesas deficient in some respect or our
contractual terms with vendors are in conflict wothr contractual terms with our customers. We haaetained reserves for some of these
situations based on their nature and our histogrperience with their resolution.
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Distribution Service Agreement and Other Vendors-&2ur Pharmaceutical segment recognizes fees retfivm its distribution
service agreements and other fees received fromiovemelated to the purchase or distribution ofwdedors’ inventory when those fees have
been earned and we are entitled to payment. Wgnémmthe fees as a reduction in the carrying vafube inventory that generated the fees,
and as such the fees are recognized as a redottomst of products sold in our statements of egmiwhen that inventory is sold.

Shipping and HandlingShipping and handling costs are included in SG&penses in our consolidated statements of earnings.
Shipping and handling costs include all deliverpenses as well as all costs to prepare the prddiushipment to the end customer.

The following table summarizes shipping and hamgtiosts for fiscal 2011, 2010 and 2009:

Fiscal Year Ended

June 30,
(in millions) 2011 2010 2009
Shipping and handling costs $325.7 $293.t $289.7

Revenue received for shipping and handling was itaria for all periods presented.

Translation of Foreign Currenciedrinancial statements of our subsidiaries outdide.inited States are generally measured using the
local currency as the functional currency. Adjustisdo translate the assets and liabilities oféHeseign subsidiaries into U.S. dollars are
accumulated in shareholders’ equity through accatedlother comprehensive income utilizing period-exchange rates. Revenues and
expenses of these foreign subsidiaries are traslating average exchange rates during the year.

The following table summarizes the foreign curretrayslation gains/(losses) included in accumulatbér comprehensive income at
June 30, 2011 and 2010:

June 30,
(in millions) 2011 2010
Foreign currency translation gains/(losses) $71.1 $(1.0)

Foreign currency transaction gains and losseshfoperiod are included in the consolidated statésnafrearnings in other
(income)/expense, net, and were immaterial foafig®11, 2010 and 2009, respectively.

Interest Rate, Currency and Commodity Risk Manageméd derivative instruments are recognized at faitue on the balance sheet,
and all changes in fair value are recognized ireaetings or shareholders’ equity through accuradlather comprehensive income, net of
tax.

For contracts that qualify for hedge accountingtirent, our policy requires that the hedge cordramtst be effective at reducing the
risk associated with the exposure being hedgedrarsd be designated as a hedge at the inceptidme afontract. Hedge effectiveness is
assessed periodically. Any contract not designaseal hedge, or so designated but ineffective jisstadl to fair value and recognized in net
earnings immediately. If a fair value or cash floedge ceases to qualify for hedge accounting th&ax would continue to be carried on the
balance sheet at fair value until settled, andreuadjustments to the contract’s fair value wowdddcognized in earnings immediately. If a
forecasted transaction was no longer probable ¢arpamounts previously deferred in accumulateérotbmprehensive income would be
recognized immediately in earnings. See Note 12ddlitional information regarding our derivativetiuments, including the accounting
treatment for instruments designated as fair valash flow and economic hedges.
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Earnings per Common Shar&asic earnings per Common Share (“EPS”) is comgphyedividing net earnings (the numerator) by the
weighted average number of Common Shares outsiguadirng each period (the denominator). Diluted EPSmilar to the computation for
Basic EPS, except that the denominator is increbgele dilutive effect of vested and unvestedlstmations, restricted shares and restricted
share units as computed using the treasury stottkathe

Recent Financial Accounting Standards. June 2009, the Financial Accounting Standarolaré (“FASB”) issued new accounting
guidance on the accounting for transfers of finah&ssets. This guidance improves the relevanpegsentational faithfulness and
comparability of information provided about a treansof financial assets, the effects of a transfdinancial assets on an entity’s financial
statements, and a transferor’s continuing involwaréany, in financial assets transferred. Thigdgnce was effective for fiscal years
beginning after November 15, 2009. As a resulhif hew guidance, we determined that our committedivables sales facility no longer
qualified as an off-balance sheet arrangement bagjrin fiscal 2011. At June 30, 2011 and 2010 had no amounts outstanding under this
facility.

In July 2010, the FASB issued new accounting guidamhich requires additional disclosures regardhirgallowance for credit loss for
financing receivables. This guidance requires dityeto provide additional disclosures relatedhe tredit risk related to financing
receivables and how that risk is analyzed in deténg the related allowance for credit losses. Wepted this guidance on January 1, 2011.
The adoption of this guidance did not have a maitéripact on our financial position or results peoations.

2. ACQUISITIONS
Fiscal 2011

During fiscal 2011, we completed several acquisgjdhe most significant of which are describethore detail below. The results of
the acquisitions described below are included withir Pharmaceutical segment. We also completeaat attquisitions during this period that
were not significant, individually or in the aggetg. The valuation of identifiable intangible asagilizes significant unobservable inputs and
thus represents a Level 3 fair value measureméet fair value measurements of assets acquiredatritities assumed as of the acquisition
dates were completed during fiscal 2011. The cadestedd financial statements include the resultspefrations from these business
combinations from the date of acquisition. Fordis2011, these three acquisitions increased reweny&2.9 billion and operating earnings
by $61.3 million, compared to fiscal 2010.

Kinray. On December 21, 2010, we completed the acquisttigmivately held Kinray, Inc. (“Kinray”) for $1.8illion in an all-cash
transaction. Kinray is a wholesale pharmaceutigatidution company which serves retail independergrmacies primarily in the New York
metropolitan area.

Yong YuOn November 29, 2010, we completed the acquisdfamhat is now our Yong Yu subsidiary for $457.7lion, including the
assumption of $57.4 million in debt. Yong Yu isealth care distribution business headquarteretcham@hai, China.

P4 HealthcareOn July 15, 2010, we completed the acquisitionrofgtely held Healthcare Solutions Holding, LLC §'Plealthcare”)
for $506.1 million in cash and certain contingemtsideration. P4 Healthcare serves key participaerisss the chain of specialty care,
including physicians, pharmaceutical companiesgaybrs by providing essential tools, services aatd tb help improve the quality of
patient outcomes and increase efficiency in thivelsl of health care services.

In accordance with the agreement, the former owoiePsl Healthcare have the right to receive certaintingent payments based on
targeted earnings before interest, taxes, depi@cjatnd amortization (“EBITDA”). The contingentrtsideration was to be earned over four
measurement periods, which spanned three yeargammdmeasurement period had specific targets aymbpamounts. The contingent
consideration payout was limited to $150.0 milli®@ubsequent to June 30, 2011, we amended the agmewiith the former owners to extend
the fourth measurement period (beginning Janua?®13) from six months to eighteen months and redine maximum contingent
consideration payout to $100.0 million.
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We determined the estimated fair value of the cetint consideration obligation based on a prolighileighted income approach
derived from EBITDA estimates and probability assesnts with respect to the likelihood of achieuing various EBITDA targets. The fair
value measurement is based on significant inputsingervable in the market and thus representyal Befair value measurement. At each
reporting date, we revalue the contingent constaerabligation to estimated fair value and recondnges in fair value as income or expe
in our consolidated statement of earnings as aitiquiselated costs. Changes in the fair valuenef¢ontingent consideration obligation may
result from changes in the terms of the contingayiments, changes in discount periods and ratasgels in the timing and amount of
EBITDA estimates, and changes in probability asgionp with respect to the timing and likelihoodaahieving the EBITDA targets. Actual
progress toward achieving the EBITDA targets fa@ tbmaining measurement periods may be differemt ttur expectations of performance
in future measurement periods. Failure to meeeaiexpectations of progress could increase thiegiitity of not achieving the targets
within the measurement periods and result in a n@teduction in the fair value of the contingeonsideration obligation. The fair value of
the contingent consideration obligation was $75ilfan as of June 30, 2011, compared to the initebation of $92.0 million. The $16.6
million decrease in the contingent consideratiability reflects a cash payment of $10.2 milliom foe first measurement period and changes
in our estimate of performance in future measurdrperiods.

The following table summarizes the fair valueshaf assets acquired and liabilities assumed asdadfuisition date for the three
acquisitions described above:

(in millions) Kinray Yong Yu P4 Healthcare
Identifiable intangible asse
Trade names (1 $ 16.€ $ 43 $ 16.C
Customer relationships (. 116.C 51.7 163.(
Non-compete agreements { 0.0 0.C 9.7
Other (4) 0.0 0.C 37.C
Total identifiable intangible assets acqui 132.¢ 56.C 225.7
Cash and equivalen 0.0 3.9 0.C
Trade receivables, n 297.C 243.¢ 9.2
Inventories 180.¢ 133.1 0.1
Property and equipment, r 3.5 3.7 3
Other asset 18.¢ 52.C 2.8
Accounts payabl (268.5) (218.9 (1.2
Other accrued liabilitie (12.9) (55.¢) (8.2
Shor-term borrowings 0.0 (56.7) 0.C
Long-term obligations 0.0 1.3 0.C
Contingent consideration obligatit 0.0 0.C (92.0
Total identifiable net assets acquil 352.: 160.t 138.€
Goodwill 983.7 239.¢ 367.k
Total net assets acquir $1,336.( $ 400.8 $ 506.]

(1) The weighted average lives of the trade namlesing to the Kinray and Yong Yu acquisitions rarigom two to three years. P4
Healthcare trade names have indefinite I

(2) The weighted average lives of customer relatiorsstapge from 4 to 15 yeal

(3) The weighted average life of r-compete agreements is five ye:

(4) The weighted average lives of other identified nigliale assets range from 2 to 10 ye

Fiscal 2010

During fiscal 2010, we completed an acquisitiort thdividually was not significant. The aggregateghase price of this acquisition,
which was paid in cash, was $32.0 million, inclthe assumption of $1.9 million of liabilities. &lkonsolidated financial statements inc|
the results of operations from this business coatlin from the date of the acquisition.
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Fiscal 2009

During fiscal 2009, we completed an acquisitiort thdividually was not significant. The aggregateghase price of this acquisition,
which was paid in cash, was $128.6 million. Assuriiegdlities of this acquired business were $1Q&illion. The consolidated financial
statements include the results of operations flumkusiness combination from the date of acqoisiti

Acquisition-Related Costs

We classify costs incurred in connection with asdigins as acquisition-related costs. These castsist primarily of transaction costs,
integration costs, changes in the fair value ofiogent payments and amortization of acquisitidiatesl intangible assets. Transaction costs
are incurred during the initial evaluation of aguutal targeted acquisition and primarily relatetsts to analyze, negotiate and consummate
the transaction as well as financial and legaldiligence activities. Integration costs relate ¢tivaties needed to combine the operations ¢
acquired enterprise into our operations. As desdrdibove, we record changes in the fair value oficgent payments relating to acquisitions
as income or expense in our acquisitietated costs. We amortize intangible assets cklatacquisitions over their useful lives. Amortina
of acquisition-related intangible assets was $6lon, $10.5 million and $13.5 million for fisc&011, 2010 and 2009, respectively. See
Note 6 for additional information regarding amaatinn of intangible asset

3. RESTRUCTURING AND EMPLOYEE SEVERANCE

We consider restructuring activities as programeneby we fundamentally change our operations ssdfoging facilities, moving
manufacturing of a product to another location wtsourcing the production of a product. Restruomiactivities may also involve substantial
realignment of the management structure of a basinait in response to changing market conditidrigbility for a cost associated with an
exit or disposal activity is recognized and meagiméially at its fair value in the period in whidt is incurred except for a liability for a one-
time termination benefit, which is recognized oNgifuture service period.

The following table summarizes activity relatedbta restructuring and employee severance costagliiscal 2011, 2010 and 2009:

Fiscal Year Ended

June 30,
(in millions) 2011 2010 2009
Employee-related costs (1) $ 6.9 $32.¢ $ 33.¢
Facility exit and other costs ( 8.6 57.¢ 70.€
Total restructuring and employee severs $15.5 $90.7 $104.5

(1) Employee-related costs primarily consist of-tinge termination benefits provided to employees Wwhee been involuntarily terminat
and duplicate payroll costs during transition pésis

(2) Facility exit and other costs consist of accaied depreciation, equipment relocation costgepta@onsulting fees, and costs associated
with restructuring our delivery of information tewlogy infrastructure service

Restructuring and employee severance for fiscal 20010 and 2009 included costs related to thevatlg significant projects:

Fiscal Year Ended

June 30,
(in millions) 2011 2010 2009
Spin-Off (1) $6.7 $64.5 $73.¢
Segment Realignment ( 0.C 2.C 15.7
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(1) We incurred restructuring expenses relatetieéd3pin-Off consisting of employee-related codiays-based compensation, costs to
evaluate and execute the transaction, costs taaepzertain functions and information technologstems, and other one-time
transaction related costs. See Note 17 for fuitifermation regarding share-based compensatiorriiedin connection with the Spin-
Off. Also included within these costs is $18.6 ioitl of costs related to the retirement of our fori@eairman and Chief Executive
Officer upon completion of the Sy-Off.

(2) During fiscal 2009, we consolidated our bussgssinto two primary operating and reportable segsn® reduce costs and align
resources with the needs of each segment. In ctanexith the Spin-Off, these reportable segmergsanveorganized. Refer to Note 16
for additional information regarding our currenpoetable segment

In addition to the significant restructuring progradiscussed above, from time to time, we incutscmsimplement smaller restructur
efforts for specific operations within our segmeiitisese restructuring plans focus on various asp#aperations, including closing and
consolidating certain manufacturing and distribatipperations, rationalizing headcount and aligripgrations in the most strategic and cost-
efficient structure.

Restructuring and Employee Severance Accrual Raflfard

The following table summarizes activity relatedisilities associated with our restructuring amapdoyee severance projects during
fiscal 2011, 2010 and 2009:

Employee
Facility

Related Exit and
(in millions) Costs Other Costs Total
Balance at June 30, 2008 $ 22¢ $ 0.4 $ 22.¢
Additions 33.¢ 70.¢ 104.7
Payments and other adjustme (43.0) (59.0 (102.7)
Balance at June 30, 20 13.2 12.c 25.t
Additions 32.¢ 57.¢ 90.7
Payments and other adjustme (36.9) (62.7) (99.9)
Balance at June 30, 20 9.2 7.4 16.€
Additions 6. 8.€ 15.t
Payments and other adjustme (10.7) (11.9 21.F
Balance at June 30, 20 $ 6.C $ 4.€ $ 10.€

4. IMPAIRMENTS AND LOSS ON SALE OF ASSETS

During fiscal 2010, we recognized an $18.1 millioypairment charge related to the write-down of $gl&Scripts, LLC
(“SpecialtyScripts”), a business within the Pharmdizal segment, to net expected fair value lestsdo sell. See Note 5 for further
information regarding the sale of SpecialtyScript® did not recognize any material impairment charduring fiscal 2011.

5. DISCONTINUED OPERATIONS AND ASSETS HELD FOR SALE
CareFusion

We are a party to a transition services agreemehtdax matters agreement with CareFusion, amthey agreements. We have
determined that the continuing cash flows generbyetthese agreements do not constitute significantinuing involvement in the operations
of CareFusion. Accordingly, the operating resuft€areFusion are presented within discontinuedatjers for all periods presented through
the date of the Spin-Off.
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The results of CareFusion included in discontinopérations for fiscal 2011, 2010 and 2009 are sutizethas follows:

Fiscal Year Ended

June 30,
(in millions) 2011 (1 2010 (2 2009
Revenue $ 0.C $592.1 $3,520.¢
Earnings before income tax 0.3 43.7 507.2
Income tax expens (8.0 (28.7) (122.¢)
Earnings/(loss) from discontinued operatir (7.7) 15.C 384.¢

(1) Reflects subsequent changes in certain estimatde atahe time of the Sy-Off.
(2) Reflects the results of CareFusion through Aa@d, 2009, the date the Spin-Off was completad,saibsequent changes in certain
estimates made at the time of the -Off.

Interest expense was allocated to historical peramhsidering the debt issued by CareFusion inextion with the Spin-Off and our
overall debt balance. In addition, a portion of tleporate costs previously allocated to CareFulsare been reclassified to the remaining
two segments.

The following table summarizes the interest expatieeated to discontinued operations for CareRudiaring fiscal 2011, 2010 and
2009:

Fiscal Year Ended

June 30,
(in millions) 2011 2010 2009
Interest expense allocated to CareFusion $0.C $12.¢ $75.2

There were no assets and liabilities from busirekstd for sale for CareFusion at June 30, 20220t0. Cash flows from discontinued
operations are presented separately on the coatadidgtatements of cash flows.

Other

During the fourth quarter of fiscal 2007, we sold businesses within the former Pharmaceutical feldgies and Services segment,
other than certain generic-focused businessesR{h® Business”). See Note 7 of the “Notes to Cadstdd Financial Statements” from the
Annual Report on Form 10-K for the fiscal year eshdane 30, 2009 for information regarding the séline PTS Business. We incurred
minor amounts of activity related to the PTS Bussduring fiscal 2009 as a result of changes itateestimates made at the time of the ¢
activity under a transition services agreementahdr adjustments.

During the fourth quarter of fiscal 2009, we contedtto plans to sell the United Kingdom-based Mualdie injectable manufacturing
business (“Martindale”) within our Pharmaceutioagisient, and Martindale met the criteria for clasatfon as discontinued operations in the
consolidated financial statements. During the fogarter of fiscal 2010, we completed the sal®laftindale resulting in a pre-tax gain of
$36.3 million. Accordingly, the net assets of Madhle are presented separately as discontinuedtapes, and the operating results of
Martindale are presented within discontinued opemnatfor all periods presented through the dateats.

During the fourth quarter of fiscal 2009, we alsonenitted to plans to sell SpecialtyScripts withim ®harmaceutical segment, and
SpecialtyScripts met the criteria for classificatas held for sale in our consolidated financialeshents. During the third quarter of fiscal
2010, we completed the sale of SpecialtyScripte. fEisults of SpecialtyScripts are reported witliimags from continuing operations on
consolidated statements of earnings through treafatale because it did not satisfy the critesiacfassification as discontinued operations.
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The results included in discontinued operationthefPTS business for fiscal 2010 and 2009, andiMtate for fiscal 2011, 2010 and
2009, are summarized as follows:

Fiscal Year Ended

June 30,
(in millions) 2011 (1 2010 2009
Revenue $ 0.C $99.1 $100.t
Earnings before income tax 0.t 47.C 17.4
Income tax expens 0.C (6.9 (8.6)
Earnings from discontinued operatic 0.t 40.z 8.€

(1) Reflects subsequent changes in certain estimatds atahe time of sal

There were no assets and liabilities from busireehs#d for sale for PTS Business, Martindale orciyScripts at June 30, 2011 and
2010.

6. GOODWILL AND OTHER INTANGIBLE ASSETS
Goodwill
The following table summarizes the changes in #ireying amount of goodwill, in total and by segmehtring fiscal 2011 and 2010:

(in millions) Pharmaceutica Medical Total

Balance at June 30, 2009 $ 1,232 $963.7 $2,196.!
Gooduwill acquired, net of purchase price adjustm 33. 0.C 33.2
Foreign currency translation adjustments and ¢ (17.9) (6.7) (24.9
Balance at June 30, 20 1,248. 957.( 2,205.
Gooduwill acquired, net of purchase price adjustms 1,598.! 33.C 1,631.!
Foreign currency translation adjustments and ¢ 5.8 2.8 8.7
Balance at June 30, 20 $ 2,852.° $992.¢ $3,845.¢

The increase in the Pharmaceutical segment inl &l is primarily due to the acquisitions of Kagr Yong Yu and P4 Healthcare.
Gooduwill recognized in connection with these acitjioiss primarily represents the expected benefitrfisynergies of integrating these
businesses as well as the existing workforce oatlgriired entities. See Note 2 for further discussif these acquisitions.

Other Intangible Assets

Intangible assets with definite lives are amortipgedr their useful lives, which range from two wenty years. The detail of other
intangible assets by class as of June 30, 2012@bd is as follows:

June 30, 2011 June 30, 2010
Accumulated Accumulated
Gross Net Gross Net
(in millions) Intangible Amortization Intangible Intangible Amortization Intangible
Indefinite life intangibles
Trademarks and pater $ 265 3 0C $ 26& $ 102 $ 0C $ 10.2
Total indefinite life intangible 26.t 0.C 26.t 10.z 0.C 10.2
Definite life intangibles
Trademarks and pater 43.4 25.2 18.2 20.3 14.1 6.2
Non-compete agreemer 14.C 54 8.€ 3.8 2.8 1.C
Customer relationshiy 392.7 89.2 303.t 48.4 41.1 7.3
Other 86.F 29.€ 56.€ 47.2 24.1 23.1
Total definite life intangible 536.¢ 149.% 386.¢ 119.% 82.1 37.€
Total intangibles $5631 $ 1495 $ 4134 $129¢ % 82.1 $ 47.¢
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The increase in identifiable intangible assetsriyfiscal 2011 is primarily due to the acquisiti@miKinray, Yong Yu and P4
Healthcare. See Note 2 for further discussion e$é¢hacquisitions.

The following table summarizes amortization of imgible assets during fiscal 2011, 2010 and 2009:

Fiscal Year Ended

June 30,
(in millions) 2011 2010 2009
Amortization of intangible assets $67.7 $11.2 $15.C
Amortization of intangible assets for each of tlkeatrfive fiscal years is estimated to be:
(in millions) 2012 2013 2014 2015 2016
Amortization of intangible assets $74.2  $64.¢ $56.€ $41.Z $34.C

7. HELD-TO-MATURITY INVESTMENTS

As of June 30, 2011, our held-to-maturity investtaencluded fixed income debt securities with aroetimed cost of $142.0 million.
The short-term portion of $93.2 million is includetthin prepaid expenses and other in our constditidalance sheet. The long-term portion
of $48.8 million is included within other long-terassets in our consolidated balance sheet. Thesstinents vary in maturity date, ranging
from three to sixteen months, and pay interest semually. The held-to-maturity investments areéestaat amortized cost, which
approximates fair value. There were no held-to-migtinvestments as of June 30, 2010.

8. LONG-TERM OBLIGATIONS AND OTHER SHORT-TERM BORRO WINGS
Long-term obligations and other short-term borraggiconsist of the following as of June 30, 2011 20it0:

June 30,

(in millions) 2011 2010

4.00% Notes due 2015 $ 536.¢ $ 534.7
4.625% Notes due 20: 500.1 0.C
5.50% Notes due 201 306.¢ 305.1
5.65% Notes due 201 211.% 216.1
5.80% Notes due 201 306.¢ 308.¢
5.85% Notes due 201 158.( 158.(
6.00% Notes due 201 209.€ 213.1
6.75% Notes due 201 0.C 218.7
7.80% Debentures due 20 37.1 44.1
7.00% Debentures due 20 124t 124.t
Other obligation: 110.€ 6.1
Total 2,502.( 2,129.:
Less: current portion and other sl-term borrowings 326.7 233.2
Long-term obligations, less current porti $2,175. $1,896.:

Maturities of long-term obligations and other skierm borrowings for the next five fiscal years dhdreafter are as follows:

(in millions) 2012 2013 2014 2015 2016 Thereafter Total
Maturities of long-term obligations and other shHerm borrowings $326.7 $310.7 $1.3 $532.¢ $0.C $1,330.! $2,502.(
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Long-Term Debt

The 4.00%, 5.50%, 5.65%, 5.80%, 5.85%, 6.00% an®%6.Notes represent unsecured obligations. Thé# &t 7.00% Debentures
represent unsecured obligations of Allegiance Catan (a wholly-owned subsidiary), which Cardiktgalth, Inc. has guaranteed. None of
these obligations are subject to a sinking fundthrdAllegiance obligations are not redeemablerpgaanaturity. Interest is paid pursuant to
the terms of the obligations. These notes are tiffdg subordinated to the liabilities of our sutlisries, including trade payables of
$11.3 billion.

In December 2010, we sold $500.0 million aggregaitecipal amount of fixed rate notes due 2020 witlerest at 4.625% per yeatlfe
4.625% Notes”) in a registered offering. The 4.6288%es mature on December 15, 2020. The notesnaexured and unsubordinated
obligations and rank equally in right of paymenthaall of our existing and future unsecured andubosdinated indebtedness. We used the
proceeds for general corporate purposes and ty &3#0.7 million of our 6.75% Notes on February 261 1.

The 5.65% Notes due 2012, 5.50% Notes due 2018%6Notes due 2017, and 4.625% Notes require uénto purchase the notes
101% of the principal amount plus accrued and uhjmderest, if we have a defined change of corgnal specified ratings below investment
grade by S&P, Moody’s, and Fitch.

On September 24, 2009, we completed a debt temthuaced on August 27, 2009 for an aggregate psecpace, including an early
tender premium but excluding accrued interest, &wsexpenses, of $1.1 billion of the followingiserof debt securities: (i) 7.80%
Debentures due October 15, 2016 of Allegiance Gattm; (ii) our 6.75% Notes due February 15, 2q(if);our 6.00% Notes due June 15,
2017; (iv) 7.00% Debentures due October 15, 202&llefjiance Corporation; (v) our 5.85% Notes due®uaber 15, 2017; (vi) our 5.80%
Notes due October 15, 2016; (vii) our 5.65% Notes dune 15, 2012; (viii) our 5.50% Notes due JUune&013; and (ix) our 4.00% Notes ¢
June 15, 2015. In connection with the debt tenderincurred a pre-tax loss for the early extingoisht of debt of approximately $39.9
million, which included an early tender premium$@6.4 million, the write-off of $5.3 million of umaortized debt issuance costs and an
offsetting $31.8 million fair value adjustment teetrespective debt related to previously terminatestest rate swaps. The debt tender was
completed using a portion of the $1.4 billion oflealistributed to us from CareFusion in connectiith the Spin-Off.

Other Financing Arrangements

In addition to cash and equivalents, at June 301 2(d 2010, our sources of liquidity included &%dillion commercial paper program
backed by a $1.5 billion revolving credit facilitpn May 12, 2011, we replaced our prior revolvingdit facility with a new $1.5 billion
facility that expires in May 2016. The revolvingedit facility exists largely to support issuancés@mmercial paper as well as other short-
term borrowings for general corporate purposes.

We also maintain a $950.0 million committed recblea sales facility program. On November 9, 2018 amended our committed
receivables sales facility to extend its term tov&lmber 2012. The committed receivables sales tiaeikists largely to provide liquidity by
selling interests in our receivables.

We had no outstanding borrowings from the commépagper program and no outstanding balance unéecammitted receivables
sales facility program at June 30, 2011 and 2018 .a%0 had no outstanding balance under the renxgbuiedit facility at June 30, 2011 and
2010, except for $44.3 million and $48.2 millioaspectively, of standby letters of credit. Our teing credit facility and committed
receivables sales facility require us to maintagoasolidated interest coverage ratio, as of aspafiquarter end, of at least 4-to-1 and a
consolidated leverage ratio of no more than 3.25-14s of June 30, 2011, we were in compliance witfse financial covenants.
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We also maintain other short-term credit facilittesl an unsecured line of credit that allowed fmrdwings up to $173.9 million and
$4.8 million at June 30, 2011 and 2010, respectivithe $110.6 million and $6.1 million balance ¢fier obligations at June 30, 2011 and
2010, respectively, consisted primarily of addiibnotes, loans and capital leases.

9. INCOME TAXES
Earnings before income taxes and discontinued tpesaare as follows for fiscal 2011, 2010 and 2009

Fiscal Year Ended June 30,

(in millions) 2011 2010 2009

U.S. Operations $1,299.! $ 979.¢ $ 959.C

Non-U.S. Operation 218.¢ 232.( 200.¢
$1,518.: $1,211.¢ $1,159.¢

The provision for income taxes from continuing @tems consists of the following for fiscal 20101® and 2009:

Fiscal Year Ended June 30,

(in millions) 2011 2010 2009
Current:
Federal $387.F $429.¢ $192.2
State and loce 19.7 63.2 45.¢
Non-U.S. 16.¢ 11.7 14 .4
Total 424.1 504.4 252.2
Deferred:
Federal 92.t 103.(C 125.C
State and loce 28.¢€ 18.2 23.C
Non-U.S. 6.8 (1.0 1.4
Total 128.C 120.Z 149.¢
Total provision $552.1 $624.¢ $401.¢

A reconciliation of the provision based on the fedistatutory income tax rate to our effective imgotax rate from continuing
operations is as follows for fiscal 2011, 2010 26069:

Fiscal Year Ended June 30,

2011 2010 2009
Provision at Federal statutory rate 35.(% 35.(% 35.(%
State and local income taxes, net of federal be 2.2 4.7 1.8
Foreign tax rate differentii (2.5 3.3 (3.9
Nondeductible/nontaxable iter 0.€ 0.2 1.€
Deferred state tax rate adjustm 0.4 (0.5 155
Change in measurement of an uncertain tax pos 2.4 1.3 0.C
Valuation allowance (0.6) (2.3 3.0
Unremitted foreign earning (0.7 13.¢ 0.C
Other (L0 _2€  _1€
Effective income tax rat 36.4% 51.6% 34.6%

As of June 30, 2011, we had $2.1 billion of totadlistributed earnings from non-U.S. subsidiariésyltich $1.4 billion are intended to
be permanently reinvested in non-U.S. operatiorsr&¢orded a charge of $168.3 million during fi2@10 to reflect the anticipated
repatriation of certain foreign earnings. With resipto the earnings that are considered permanegitlyested, no U.S. tax provision has been
accrued related to the repatriation of these egsnilt is not practicable to estimate the amound &. tax that might be payable on the
eventual remittance of such earnings.
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Deferred income taxes arise from temporary diffeesrbetween financial reporting and tax reportiaggls of assets and liabilities and
operating loss and tax credit carryforwards forgarposes. The components of the deferred incormastsets and liabilities as of June 30,
2011 and 2010 are as follows:

June 30,
(in millions) 2011 2010
Deferred income tax asse
Receivable basis differen: $ 46.C $ 43:
Accrued liabilities 104.¢ 132.1
Shar-based compensatic 96.¢€ 112.¢
Loss and tax credit carryforwar 198.¢ 206.1
Deferred tax assets related to uncertain tax jpos 157.C 152.%
Other 97.C 113.2
Total deferred income tax ass 700.¢ 760.2
Valuation allowance for deferred income tax as (157.%) (182.6)
Net deferred income tax ass 542.i 577.¢
Deferred income tax liabilitie:
Inventory basis difference (980.7) (878.7%)
Propert-related (159.9) (156.9)
Gooduwill and other intangible (69.9 (66.7)
Unremitted foreign earning (1240.0 (242.0
Other (3.9 (3.9
Total deferred income tax liabilitie (1,351.9 (1,247.)
Net deferred income tax liabilitie $ (809.7) $ (669.%)

Deferred tax assets and liabilities in the precgditle, after netting by taxing jurisdiction, amethe following captions in the
consolidated balance sheet at June 30, 2011 arid 201

June 30,
(in millions) 2011 2010
Current deferred tax asset (1) $ 29.z $ 42¢
Noncurrent deferred tax asset 9.5 3.t
Current deferred tax liability (¢ (762.9) (616.¢)
Noncurrent deferred tax liability (¢ (85.0) (98.9)
Net deferred tax liabilit $(809.2) $(669.7)

(1) Included in“Prepaid Expenses and Of” in our consolidated balance she:

(2) Included in“Other Asset” in our consolidated balance she:

(3) Included in“Other Accrued Liabilitie” in our consolidated balance she:

(4) Included in“Deferred Income Taxes and Other Liabili” in our consolidated balance she:

At June 30, 2011, we had gross federal, staterstachational loss and credit carryforwards of $22&illion, $568.9 million and $131
million, respectively, the tax effect of which is aggregate deferred tax asset of $189.9 milliobsgntially all of these carryforwards are
available for at least three years or have an inilefcarryforward period. Approximately $142.9 laih of the valuation allowance at June
2011 applies
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to certain federal, state and international lossyéarwards that, in our opinion, are more likehah not to expire unutilized. However, to the
extent that tax benefits related to these carrydods are realized in the future, the reductiomealuation allowance would reduce income
tax expense.

We had $746.8 million, $730.6 million and $848.8liom of unrecognized tax benefits at June 30, 2@D10 and 2009, respectively.
The June 30, 2011, 2010 and 2009 balances inclBg.4 million, $311.3 million and $610.9 milliorespectively, of unrecognized tax
benefits that, if recognized, would have an impacthe effective tax rate. The remaining unrecogphitax benefits relate to tax positions for
which ultimate deductibility is highly certain bigr which there is uncertainty as to the timingsath deductibility. Recognition of these tax
benefits would not affect our effective tax ratee Wclude the full amount of unrecognized tax beséh deferred income taxes and other
liabilities in the consolidated balance sheetseéonciliation of the beginning and ending amoumtsmwecognized tax benefits for fiscal 20
2010 and 2009 is as follows:

June 30,

(in millions) 2011 2010 2009

Balance at beginning of fiscal year $730.€ $ 848.¢ $762.¢
Additions for tax positions of the current y¢ 15.¢ 43.1 64.5
Additions for tax positions of prior yea 58.: 90.C 118.%
Reductions for tax positions of prior yei (20.7) (240.0 (54.9)
Settlements with tax authoriti (35.9) (20.7) (37.9)
Expiration of the statute of limitatior (2.7) (0.6) (5.2
Balance at end of fiscal ye $746.¢ $ 730.¢ $848.¢

We recognize accrued interest and penalties retatadrecognized tax benefits in income tax expeAsef June 30, 2011, 2010 and
2009, we had $267.2 million, $233.0 million and 624million, respectively, accrued for the paymehinterest and penalties. These
balances are gross amounts before any tax beaasfitare included in deferred income taxes and dititelities in the consolidated balance
sheet. For the year ended June 30, 2011, we remahfiB6.0 million of interest and penalties in imeotax expense.

We file income tax returns in the U.S. federalgdittion, various U.S. state jurisdictions and @asi foreign jurisdictions. With few
exceptions, we are subject to audit by taxing aitiee for fiscal 2001 through the current fiscaby.

The Internal Revenue Service (“IRS”) is currentinducting audits of fiscal years 2001 through 204/8.have received proposed
adjustments from the IRS for fiscal years 2003ulgto2007 related to our transfer pricing arrangembatween foreign and domestic
subsidiaries and the transfer of intellectual propamong subsidiaries of an acquired entity pioits acquisition by us. The IRS proposed
additional taxes of $849.0 million, excluding peies and interest. If this tax ultimately must lzédp CareFusion is liable under the tax
matters agreement for $591.5 million of the totabant. We disagree with these proposed adjustnaemtsre vigorously contesting them.
We believe we are adequately reserved for the taindax positions related to these matters.

It is reasonably possible that there could be aghan the amount of unrecognized tax benefitsiwithie next 12 months due to
activities of the IRS or other taxing authoritiessluding proposed assessments of additional @ssiple settlement of audit issues, or the
expiration of applicable statutes of limitationse\stimate that the range of the possible changergcognized tax benefits within the next
12 months is a decrease of approximately zero 1& $2million, exclusive of penalties and interest.
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10. COMMITMENTS, CONTINGENT LIABILITIES AND LITIGAT ION
Commitments

The future minimum rental payments for operatiragts having initial or remaining non-cancelabledg@rms in excess of one year at
June 30, 2011 are:

(in millions) 2012 2013 2014 2015 2016 Thereafter Total
Minimum rental payments $72.2 $58.4 $38.2 $27.4 $19.z $ 39.2 $254.¢

Rental expense relating to operating leases wa$$#lion, $80.3 million and $84.7 million in fis¢ 2011, 2010 and 2009,
respectively. Sublease rental income was not nater any period presented herein.

Legal Proceeding:

We become involved from time-to-time in litigatiand regulatory matters incidental to our busines$,iding governmental
investigations, enforcement actions, personal ynjlsims, employment matters, commercial disputes|lectual property matters, disputes
regarding environmental clean-up costs, litigatfononnection with acquisitions and divestitures] ather matters arising out of the normal
conduct of our business. We intend to vigorousligde ourselves in such litigation. We do not badi¢lvat the outcome of any pending
litigation will have a material adverse effect tie tonsolidated financial statements.

Occasionally, we may suspect that products we naaturfe, market or distribute do not meet produetijeations, published standards
or regulatory requirements. In such circumstaneesinvestigate and take appropriate correctiveoactuch actions can lead to product
recalls, costs to repair or replace affected prtsjuemporary interruptions in product sales, astiba by regulators.

We accrue for contingencies related to litigatiod aegulatory matters. We accrue an estimatedclmstngency in our consolidated
financial statements if it is probable that a ligypihas been incurred and the amount of the lasshbe reasonably estimated. Because litig:
is inherently unpredictable and unfavorable resohst can occur, assessing contingencies is highljestive and requires judgments about
future events. We regularly review contingenciedatermine whether our accruals are adequate. berat of ultimate loss may differ from
these estimates.

We recognize income from the favorable outcométigition when we receive the associated cashs®tas

We recognize estimated loss contingencies forlitign and regulatory matters and income from favi@raesolution of litigation in
litigation (recoveries)/charges, net in our cordatéd statements of earnings.

Insurance Proceed

In fiscal 2010, we recognized $27.2 million of ino® related to insurance proceeds released frormved$ollowing the resolution of
previously disclosed and settled securities anivaiive litigation against certain of our direct@sd officers. This amount is comprised of
$25.7 million received from directors’ and officeirssurance policies recognized in litigation (rgedes)/charges, net and $1.5 million of
accrued interest income recognized in interest esg@enet.

Antitrust Litigation Proceeds

In fiscal 2010, we recognized $40.8 million of ime® resulting from settlement of a class actiontargti claim in which we were a class
member. This amount is recognized in litigatiorcéneries)/charges, net.
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Income Taxes
See Note 9 for discussion of contingencies relademir income taxes.

11. GUARANTEES

In the ordinary course of business, we agree termmify certain other parties under acquisition disphosition agreements, customer
agreements, intellectual property licensing agregmend other agreements. Such indemnificatioigatibns vary in scope and, when
defined, in duration. In many cases, a maximumgatbilon is not explicitly stated, and therefore dhverall maximum amount of the liability
under such indemnification obligations cannot somably estimated. Where appropriate, such inderatibn obligations are recorded as a
liability. Historically, we have not, individuallgr in the aggregate, made payments under thesmimifieation obligations in any material
amounts. In certain circumstances, we believedkiating insurance arrangements, subject to thergédeduction and exclusion provisions,
would cover portions of the liability that may ariom these indemnification obligations. In aduitiwe believe that the likelihood of a
material liability being triggered under these imghfication obligations is not significant.

We enter into agreements that obligate us to miakd payments upon the occurrence of certain ev&uoish obligations primarily rele
to obligations arising under acquisition transatdiovhere we have agreed to make payments basaedhgachievement of certain financial
performance measures by the acquired businessr&lgnthe obligation is capped at an explicit ambwBee Note 2 for detail regarding the
P4 Healthcare contingent consideration arrangement.

12. FINANCIAL INSTRUMENTS

We utilize derivative financial instruments to mgaaexposure to certain risks related to our ongojeyations. The primary risks
managed through the use of derivative instrumerdsidle interest rate risk, currency exchange nisk@mmodity price risk. We do not use
derivative instruments for trading or speculativegmses. While the majority of our derivative instrents are designated as hedging
instruments, we also enter into derivative instrata¢hat are designed to hedge a risk, but ardesignated as hedging instruments. These
derivative instruments are adjusted to currentfaiue through earnings at the end of each period.

Interest Rate Risk Managemef/e are exposed to the impact of interest rate ggmrOur objective is to manage the impact of éster
rate changes on cash flows and the market valoardborrowings. We utilize a mix of debt maturiteeng with both fixed-rate and variable-
rate debt to manage changes in interest rateslditi@an, we enter into interest rate swaps to frtinanage our exposure to interest rate
variations related to our borrowings and to lower averall borrowing costs.

Currency Exchange Risk ManagemeWwe conduct business in several major internationaiencies and are subject to risks associated
with changing foreign exchange rates. Our objedtve reduce earnings and cash flow volatilityoatsted with foreign exchange rate
changes to allow management to focus its attermtiohusiness operations. Accordingly, we enterwatdous contracts that change in valut
foreign exchange rates change to protect the \@legisting foreign currency assets and liabilitesmmitments and anticipated foreign
currency revenue and expenses.

Commaodity Price Risk Managemem/e are exposed to changes in the price of cectaimmodities. Our objective is to reduce earnings
and cash flow volatility associated with forecagteidchases of these commaodities to allow managetadatus its attention on business
operations. Accordingly, we enter into derivatiamtracts to manage the price risk associated Wéke forecasted purchases.
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We are exposed to counterparty credit risk onfadun derivative instruments. Accordingly, we hastablished and maintain strict
counterparty credit guidelines and enter into ddiwe instruments only with major financial instiins that are investment grade or better.
We do not have significant exposure to any one tparty; management believes the risk of losensate and, in any event, would not be
material. Additionally, we do not require collatenader these agreements.

The following table summarizes the fair value of agsets and liabilities related to derivative ficial instruments, and the respective
line items in which they were recorded in the cdidsted balance sheets as of June 30, 2011 and 2010

June 30 June 30
(in millions) Balance Sheets Line Item 2011 2010
Assets:
Derivatives designated as hedging instrume
Pay-floating interest rate swa| Prepaid expenses and of  $ 32.4 $ 23.4
Foreign currency contrac Prepaid expenses and of 0.8 3.6
Commodity contract Prepaid expenses and of 2.5 0.C
Total asset $ 35.7 $27.8
Liabilities:
Derivatives designated as hedging instrume
Foreign currency contracts Deferred income taxes a
other liabilities $ 2.¢ $ 11
Derivatives not designated as hedging instrum
Commodity contract Other accrued liabilitie 0.7 0.C
Total liabilities $ 3.€ $ 11

Fair Value Hedges

We enter into pay-floating interest rate swapsddde the changes in the fair value of fixed-ratet desulting from fluctuations in
interest rates. These contracts are designatedualifly as fair value hedges. Accordingly, the gatinoss recorded on the pay-floating
interest rate swaps is directly offset by the cleaingfair value of the underlying debt. Both theidative instrument and the underlying debt
are adjusted to market value at the end of eadbgeiith any resulting gain or loss recorded irenest expense, net in the consolidated
statements of earnings.

During fiscal 2011 and 2010, we entered into pagtfhg interest rate swaps with total notional ealof $250.0 million and $1.0
billion, respectively. The fair value of these ffnating interest rate swaps is included in thestdidated balance sheet as of June 30, 2011
and 2010.

The following table summarizes the interest ratasvdesignated as fair value hedges outstandiafjJame 30, 2011 and 2010:

June 30, 2011 June 30, 2010
Notional Notional
(in millions) Amount Maturity Date Amount Maturity Date
Pay-floating interest rate swaps $1,256.( June 201~ December 20z  $1,006.( June 201~ June 201

The following table summarizes the gain/(loss) ggiped in earnings for interest rate swaps deséghas fair value hedges for fiscal
2011, 2010 and 2009:

Fiscal Year Ended June 30,

Statements of Earnings Lint

(in millions) Item 2011 2010 2009
Pay-floating interest rate swaps Interest expense, n $36.2 $47.2 $21.€
Fixec-rate deb Interest expense, n (36.2) (47.9) (21.6)
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There was no ineffectiveness associated with ttedgeative instruments.

Cash Flow Hedges

We enter into derivative instruments to hedge ogosure to changes in cash flows attributable toetey, interest rate and commodity
price fluctuations associated with certain foreedgtansactions. These derivative instruments esgdated and qualify as cash flow hedges.
Accordingly, the effective portion of the gain os$ on the derivative instrument is reported asnaponent of other comprehensive income
(“OCI") and reclassified into earnings in the saline item associated with the forecasted transaditd in the same period during which the
hedged transaction affects earnings. The ineffegiintion of the gain or loss on the derivativeérin®ent is recognized in earnings
immediately.

We enter into foreign currency contracts to proteetvalue of anticipated foreign currency reverams expenses. At June 30, 2011
2010, we held contracts to hedge probable, butirmoly committed, revenue and expenses. The praia@prrencies hedged are the Canadian
dollar, European euro, Mexican peso and Thai baht.

We enter into commodity contracts to manage theepisk associated with forecasted purchases tdinevommodities used in our
Medical segment.

The following table summarizes the outstanding dbsh hedges as of June 30, 2011 and 2010:

June 30, 2011 June 30, 2010
Notional Notional
(in millions) Amount Maturity Date Amount Maturity Date
Foreign currency contracts $163.( July 2011~ June 201 $145.7 July 2010- June 201
Commodity contract 22.4 July 2011~ March 201 24.2 July 201C- June 201

The following table summarizes the accumulated/@ass) included in OCI for derivative instrumedissignated as cash flow hedge
of June 30, 2011 and 2010:

June 30,
(in millions) 2011 2010
Foreign currency contracts $(1.8) $2.€
Commodity contract 2.t 0.C

The following table summarizes the gain/(loss)assified from accumulated OCI into earnings foiivddive instruments designated as
cash flow hedges for fiscal 2011, 2010 and 2009:

Fiscal Year Ended June 30,

Statements of Earnings

(in millions) Line Item 2011 2010 2009

Pay-fixed interest rate swaps Interest expense, n  $ 0.C $(21) $(7.6
Foreign currency contrac Revenue 0.3 0.C 0.C
Foreign currency contrac Cost of products sa (2.7 (20.5) 10.¢
Foreign currency contrac SG&A expense 3.1 1.4 (4.0
Commodity contract SG&A expense: 1.€ 0.2 (0.6

The amount of ineffectiveness associated with thlesative instruments was not material.

Economic (Nor-designated) Hedges

Foreign CurrencyWe enter into foreign currency contracts to marageforeign exchange exposure related to intercompfiaancing
transactions and other balance sheet items subjeetaluation that do not meet the requirementfiéalge accounting treatment.
Accordingly, these derivative instruments are awjdiso
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current market value at the end of each periodutijfineearnings. The gain or loss recorded on thedmiments is substantially offset by the
remeasurement adjustment on the foreign currenegrdmated asset or liability. The settlement ofdeévative instrument and the
remeasurement adjustment on the foreign currenegrdmated asset or liability are both recordedtiren(income)/expense, net at the end of
each period. During fiscal 2010, we received caskipts from a cross currency swap settlementingt$42.5 million. These proceeds are
classified as cash provided by operating activitiethe consolidated statement of cash flows.

Commodity Contract®uring fiscal 2011, we entered into swap contrattsertain commodities to mitigate price volatilfyr materials
we purchase or use in our manufacturing and digtab businesses. These instruments do not qualifigedge accounting and as such fair
value changes as well as periodic settlementseskticontracts are recorded within other (incompgesge, net in our consolidated statements
of earnings.

The following table summarizes the economic (nosigieated) derivative instruments outstanding aluag 30, 2011 and 2010:

June 30, 2011 June 30, 2010
Notional Notional
(in millions) Amount Maturity Date Amount Maturity Date
Foreign currency contracts $391.¢ July 201: $472.€ July 201(
Commodity contract 10.C July 2011~ June 201 0.C —

The following table summarizes the gain/(loss) gggped in earnings for economic (non-designatedydtve instruments for fiscal
2011, 2010 and 2009:

Fiscal Year Ended June 30,

(in millions) Statements of Earnings Line ltem 2011 2010 2009
Foreign currency contracts Other income/expense, r $36.2 $23.7 $(8.€)
Commodity contract Other income/expense, r (1.7 0.C 0.C

Fair Value of Financial Instruments
The carrying amounts of cash and equivalents, tracisivables, accounts payable, other short-temmo¥ings, and other accrued
liabilities at June 30, 2011 and 2010 approximiagértfair value due to their short-term maturities.

Cash balances are invested in accordance witmwasiment policy. These investments are exposetht&et risk from interest rate
fluctuations and credit risk from the underlyingusrs, although this is mitigated through divecstiion.

The following table summarizes the estimated falug of our long-term obligations and other shertrt borrowings compared to the
respective carrying amounts at June 30, 2011 ah@:20

June 30,
(in millions) 2011 2010
Long-term obligations and other short-term borraygin $2,619.. $2,310.¢
Carrying amoun 2,502.( 2,129.:

The fair value of our long-term obligations andestkhort-term borrowings is estimated based oreettie quoted market prices for the
same or similar issues or other inputs derived famailable market information.
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The following is a summary of the fair value gaiog§) of our derivative instruments, based uporettanated amount that we would
receive (or pay) to terminate the contracts asin€B0, 2011 and 2010. The fair values are basegioted market prices for the same or
similar instruments.

June 30, 2011 June 30, 2010
Notional Fair Value Notional Fair Value
(in millions) Amount Gain/(Loss) Amount Gain/(Loss)
Interest rate swaps $1,256.( $ 32« $1,006.( $ 234
Foreign currency contrac 554.¢ (2.2) 618.: 2.8
Commodity contract 32.4 1.8 24.2 0.C

See Note 13 for further information regarding faifue measurements.

13. FAIR VALUE MEASUREMENTS

Fair value is defined as the price that would lmeired upon selling an asset or the price paidatusfer a liability on the measurement
date. It focuses on the exit price in the princiainost advantageous market for the asset otitiali an orderly transaction between willing
market participants. A three-tier fair value hietayr is established as a basis for considering asshmptions and for inputs used in the
valuation methodologies in measuring fair valuesTtierarchy requires entities to maximize the efsebservable inputs and minimize the
use of unobservable inputs. The three levels aftspsed to measure fair values are as follows:

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

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

Recurring Fair Value Measurement
The following table presents the fair values fardh assets and (liabilities) measured on a requbasis as of June 30, 2011:

Fair Value Measurements

(in millions) Level 1 Level 2 Level 3 Total

Cash Equivalents (1) $1,065.¢ $ 0.C $ 0.C $1,065.¢
Forward Contracts (2 0.C 32.1 0.C 32.1
Other Investments (¢ 79.7 0.C 0.C 79.7
Contingent Consideration (. 0.C 0.C (75.9) (75.9)
Total $1,145.: $32.1 $(75.9) $1,102.(

The following table presents the fair values fars assets measured on a recurring basis as 080u2610:

Fair Value Measurements

(in millions) Level 1 Level 2 Level 3 Total

Cash Equivalents (1) $2,019.( $ 0.C $ 0.0 $2,019.(
Investment in CareFusion ( 691. 0.C 0.0 691.
Forward Contracts (2 0.C 26.2 0.0 26.2
Other Investments (¢ 71.F 0.C 0.0 71.5
Total $2,781.¢ $26.2 $ 0.0 $2,808.(

(1) Cash equivalents are comprised of highly lignicestments purchased with a maturity of three tmoor less. The carrying value of
these cash equivalents approximates fair valudaltreeir shoi-term maturities
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(2) The fair value of foreign currency contractsmenodity contracts and interest rate swaps is ohited based on the present value of
expected future cash flows considering the riskslired, including non-performance risk, and usirggdunt rates appropriate for the
respective maturities. Observable Level 2 inpugsiesed to determine the present value of expeatadefcash flows. See Note 12 for
further information regarding the fair value ofdimcial instruments

(3) The other investments balance includes investsria mutual funds, which are used to offset fiatibns in deferred compensation
liabilities. These mutual funds are primarily comspd of large cap domestic and international eqgetyurities. The fair value of these
investments is determined using quoted market gt

(4) Contingent consideration represents the ohbtigahcurred in connection with the acquisitionRf Healthcare. The fair value of the
contingent consideration obligation is determinaddal on a probabilityeeighted income approach derived from EBITDA estasaanc
probability assessments with respect to the likelthof achieving the various EBITDA targets. Thie ¥@alue measurement is based on
significant inputs unobservable in the market dngtrepresents a Level 3 measurement. The $1di6mudecrease in the contingent
consideration liability reflects a cash paymen$d®.2 million for the first measurement period, @hdnges in our estimate of
performance in future measurement periods. Faitureeet current expectations of progress couldeasz the probability of not
achieving the targets within the measurement peréod! result in a material reduction in the faluesof the contingent consideration
obligation. See Note 2 for additional informati@garding the contingent consideration obligatidategl to the P4 Healthcare
acquisition.

(5) The fair value of our investment in CareFusion camratock was determined using the quoted marke¢ jofi the security

14. SHAREHOLDERS’ EQUITY

At June 30, 2011 and 2010, authorized capital shewasisted of the following: 750.0 million Classémmon shares, without par
value; 5.0 million Class B common shares, withaartyalue; and 0.5 million non-voting preferred gtsamwithout par value. The Class A
common shares and Class B common shares are o@lgaeferred to below as “Common Sharddblders of Common Shares are entitle
share equally in any dividends declared by the 8o&Directors and to participate equally in altdbutions of assets upon liquidation.
Generally, the holders of Class A common sharegmatitted to one vote per share, and the holde@as$s B common shares are entitled to
one-fifth of one vote per share on proposals piteseio shareholders for vote. Under certain cirdamces, the holders of Class B common
shares are entitled to vote as a separate clasOlss A common shares were outstanding as a 30n2011 and 2010.

We repurchased $500.0 million of our Common Shaneaggregate, through share repurchase progranrgdiscal 2011, 2010 and
2009, as described below. We funded the repurcliaemsgh available cash. The Common Shares repsedhare held in treasury to be used
for general corporate purposes.

Fiscal 2011

On November 3, 2010, our board of directors appd@veew $750.0 million share repurchase progranchwvbxkpires November 30,
2013. During the twelve months ended June 30, 2021did not repurchase any of our Common Sharesruhd program.

During the three months ended September 30, 20d0epurchased 7.5 million Common Shares havingygregate cost of
approximately $250.0 million, which completed theterized amount of share repurchases availablerundg share repurchase program in
place at September 30, 2010.

The average price paid per common share for alll@omShares repurchased during fiscal 2011 was $33.2
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Fiscal 2010

During fiscal 2010, we repurchased 7.4 million Coom$hares having an aggregate cost of approxim$&g&9.0 million, of which
$19.8 million cash settled in fiscal 2011. The agerprice paid per common share for all Commoneh@purchased during fiscal 2010 was
$33.85.

Fiscal 2009
We did not repurchase any Common Shares duringl fXi09.

15. EARNINGS PER SHARE

Basic EPS is computed by dividing net earnings (in@erator) by the weighted average number of Com8twres outstanding during
each period (the denominator). Diluted EPS is sintid the computation for Basic EPS, except thadénominator is increased by the
dilutive effect of vested and unvested stock ofgjaastricted shares and restricted share unitpetad using the treasury stock method. The
total number of Common Shares issued, less the @an8hares held in treasury, is used to determm€tdmmon Shares outstanding.

The following table reconciles the number of ComnStrares used to compute Basic EPS and Diluted &Hd¢al 2011, 2010 and
2009:

Fiscal Year Ended June 30,

(in millions) 2011 2010 2009
Weighted-average Common Shares—basic 348.6 358.6 357.¢
Effect of dilutive securities

Employee stock options, restricted shares andctsdrshare unit 3.6 2.€ 3.8
Weightec-average Common Sha—diluted 352.f 3614 361t

The following table presents the number of potdigti@ilutive securities that were anti-dilutive féiscal 2011, 2010 and 2009:

Fiscal Year Ended June 30,
(in millions) 2011 2010 2009

Anti-dilutive securities 11.4 19.C 28.¢

16. SEGMENT INFORMATION

Our operations are principally managed on a pradact services basis and are comprised of two tagersegments: Pharmaceutical
and Medical. The factors for determining the replolé segments include the manner in which manageevafuates our performance
combined with the nature of the individual businastvities. The results of the acquisitions of iy, Yong Yu and P4 Healthcare are
included within our Pharmaceutical segment fromdat of acquisition. See Note 2 for a descriptibthese acquisitions.

The Pharmaceutical segment distributes brandedaneric pharmaceutical, over-the-counter healthaadeconsumer products. It also
operates nuclear pharmacies and cyclotron fagilthat prepare and deliver radiopharmaceuticaladerin nuclear imaging and other
procedures in hospitals and clinics. In additibiis segment provides third-party logistics supgervices to hospitals, clinics, and other
providers; franchises retail pharmacies under tleeliMine Shoppe@ and Medica@p brands; and providesnawy services to hospitals and
other healthcare facilities. This segment alsaihistes specialty pharmaceutical products and ples/services to pharmaceutical
manufacturers, third-party payors and healthcamdceproviders supporting the marketing, distribatand payment for specialty
pharmaceutical products. This segment also proytasmaceutical
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repackaging services; helps pharmaceutical manufast with services, including distribution, invent management, data/reporting, new
product launch support, and contract and chargeddicknistration; and maintains prime vendor retatops that streamline the purchasing
process resulting in greater efficiency and lowasts for our customers. Through our Yong Yu businttés segment imports and distributes
pharmaceuticals and healthcare products in China.

The Medical segment distributes a broad range aficag surgical and laboratory products to hosgjtalirgery centers, laboratories,
physician offices and other healthcare providehés egment also develops, manufactures and somegisal and surgical products. These
products include sterile and non-sterile proceditee single-use surgical drapes, gowns and appaxam and surgical gloves; and fluid
suction and collection systems. Our medical andisal products are sold directly or through thimy distributors in the United States,
Canada, Europe, South America, and the Asia/Paeifion.

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

Fiscal Year Ended June 30,

(in millions) 2011 2010 2009
Segment revenut
Pharmaceutical (1 $ 93,743.! $89,789.! $87,862.!
Medical (2) 8,921.! 8,750.: 8,159.
Total segment revent 102,665.! 98,540.! 96,022..
Corporate (3 (20.9) (37.2) (30.9)
Total consolidated revent $102,644.. $98,502.¢ $95,991.!

(1) The Pharmaceutical segment’s revenue is priynderived from the distribution of branded and gen pharmaceutical, over-the-
counter healthcare, and consumer prodt

(2) The Medical segmerst'revenue is primarily derived from the manufactgrand distribution of medical, surgical and lalona product:
and medical procedure kit

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

We evaluate segment performance based upon segnodittamong other measures. Segment profit isnesg revenue, less segment
cost of products sold, less segment distributielling), general and administrative expense (“SG&Sggment SG&A expenses include
equity share-based compensation expense as wadlbaated corporate expenses for shared functinoleiding corporate management,
corporate finance, financial shared services, hurasources, information technology, legal and d&egrated hospital sales organization.
Corporate expenses are allocated to the segmesesd bpon headcount, level of benefit provided amabite allocation. Information about
interest income and expense and income taxes jgravided at the segment level. In addition, redtriting and employee severance,
acquisition-related costs (including amortizatidraoquisition-related intangible assets), impairtaeand loss on sale of assets, litigation
(recoveries)/charges, net, certain investment dmer spending are not allocated to the segmentsstment spending generally includes the
first year spend for certain projects that requigemental strategic investments in the form afigehal operating expenses. We encourage
our segments to identify investment projects thiltpromote innovation and provide future returAs. approval decisions for such projects
are dependent upon executive management, the eegpfarssuch projects are often retained at Corpotavestment spending within
Corporate was $13.8 million and $26.5 million fachl 2011 and 2010, respectively. See Notes2aBd 10, respectively, for further
discussion of our acquisition-related costs, restming and employee severance, impairments arsdolosale of assets and litigation
(recoveries)/charges, net. In addition, Spin-Offtsancluded in SG&A of $9.6 million and $10.8 nat for fiscal 2011 and 2010,
respectively, are not allocated to our segments.adtounting policies of the segments are the sestieose described in Note 1.
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The following table includes segment profit by repble segment and reconciling items necessargreeao amounts reported in the
consolidated financial statements:

Fiscal Year Ended June 30,

(in millions) 2011 2010 2009
Segment profit
Pharmaceutice $1,328.¢ $1,011.- $1,048..
Medical 372.7 428.¢ 385.7
Total segment prof 1,701.¢ 1,440.( 1,434..
Corporate (187.6) (133.]) (146.%)
Total consolidated operating earnir $1,514.( $1,306.¢ $1,287.

The following tables include depreciation and ammation expense and capital expenditures for fig€dll, 2010 and 2009 for each
segment:

Depreciation and
Amortization Expense
Fiscal Year Ended June 30,

(in millions) 2011 2010 2009
Pharmaceutical $422 $41:  $37€
Medical 61.¢ 62.¢ 69.€
Corporate 209.2 150.2 118.:
Total depreciation and amortization expe $313.0  $254.¢  $225.¢

Capital Expenditures
Fiscal Year Ended June 30,

(in millions) 2011 2010 2009
Pharmaceutical $ 55.C $ 32t  $105.
Medical 122.¢ 81.2 59.1
Corporate 113.7 146.¢ 256.¢
Total capital expenditure $201.0  $260..  $421.C

The following table includes total assets at June2®11, 2010 and 2009 for each segment as wedicasciling items necessary to total
the amounts reported in the consolidated finarsta@ements:

June 30,
(in millions) 2011 2010 2009
Pharmaceutical $16,125.¢ $12,102.¢ $12,638.!
Medical 3,894.¢ 3,867.t 3,759.¢
Corporate 2,825.; 4,019.¢ 8,720..
Total consolidated asse $22,845.! $19,990.: $25,118.

The following table presents revenue and net ptgard equipment by geographic area:

Property and

Revenue Equipment, Net
For the Fiscal Year Ended June 30, June 30,
(in millions) 2011 2010 2009 2011 2010 2009
United States $101,080.; $97,662." $95,248.. $1,397.¢ $1,355.( $1,346.:
International 1,564.( 840.] 743.% 114.€ 113.¢ 117.¢
Total $102,644.; $98,502.¢ $95,991.! $1,512.. $1,468.&f $1,464."
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17. SHARE-BASED COMPENSATION AND SAVINGS PLANS
Share-Based Compensation Plans

We maintain stock incentive plans (collectivelye ttPlans”)for the benefit of certain of our officers, direxd@nd employees. Employ
stock options granted under the Plans from fis6@B82hrough fiscal 2011 generally vest in equaluahinstallments over three years and are
exercisable for periods up to seven years fromd#ie of grant at a price equal to the market pfadbe Common Shares underlying the
option at the date of grant. Employee stock optignasited under the Plans during fiscal 2007 gelyevabt in equal annual installments over
four years and are exercisable for periods upversgears from the date of grant at a price equtilé market price of the Common Shares
underlying the option at the date of grant. Empéogestricted shares and restricted share unitdegtamder the Plans since fiscal 2007
generally vest in equal installments over threeyead entitle holders to dividends or cash dividequivalents. Restricted shares and
restricted share units accrue dividends or cashelin equivalents that are payable upon vestirnbeofwards.

The compensation expense recognized for all shased compensation awards is net of estimatedtfode and is recognized using -
straight-line method over the applicable servicegok We classify share-based compensation witld&5& expenses to correspond with the
same line item as the majority of the cash compgenspaid to employees. However, as described ite8pcertain sharkased compensati
incurred in connection with the Spin-Off is clagsif within restructuring and employee severance.

The following table provides total share-based censation expense from continuing operations by tfvard for fiscal 2011, 2010
and 2009:

Fiscal Year Ended June 30,

(in millions) 2011 2010 (1)(2 2009 (3)(4
Restricted share and share unit expense $52.2 $ 56.¢ $ 62.¢
Employee stock option expen 25.€ 41.C 36.€
Employee stock purchase plan expe 0.C 1.1 12.¢
Stock appreciation right (income)/expel 1.4 0.€ (2.9
Total shar-based compensation expense from continuing opas $79.5 $ 99.t $ 109.¢

(1) Excludes share-based compensation expenseeth@rgliscontinued operations, which was approxetga2.3 million, net of tax
benefits of $1.5 million, during fiscal 201

(2) Share-based compensation expense chargednactasng and employee severance related to tieGff was approximately $9.9
million, net of tax benefits of $5.7 million, dugrfiscal 2010

(3) Excludes share-based compensation expenseech@@rgliscontinued operations, which was approxéiya#14.1 million, net of tax
benefits of $6.3 million, during fiscal 200

(4) Share-based compensation expense chargednactasng and employee severance related to tie Gff was approximately $4.9
million, net of tax benefits of $2.6 million, dugrfiscal 2009

The following table summarizes the total tax berfedim continuing operations related to share-basedpensation for fiscal 2011,
2010 and 2009:

Fiscal Year Ended June 30,
(in millions) 2011 2010 2009

Tax benefit from continuing operations relatedhare-based compensation $28.¢ $36.1 $37.2
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Stock Options
The following summarizes all stock option transaasi under the Plans from June 30, 2009 through 30n2011:

Weighted
Weighted Average
Average Remaining
Stock Options Exercise Price Contractual Aggregate
Outstanding per Common Life Intrinsic
(in millions, except per share amounts) (1) Share (2) in Years Value
Balance at June 30, 2009 29.4 $ 59.2¢ 3.6 $ 1.8
Granted 7.2 28.0¢
Exercisec (1.9 27.0¢
Canceled and forfeite (11.7) 62.4¢
Balance at June 30, 20 24.1 $ 37.8¢ 3.¢ $ 56.¢
Granted 4.1 31.0%
Exercisec (2.6) 30.1¢
Canceled and forfeite (2.9 43.3¢
Balance at June 30, 20 23.1 $ 37.0 3.€ $ 217.C
Exercisable at June 30, 20 15.2 $  40.7¢ 2.€ $ 93.

(1) The stock options granted, canceled and fededictivity for fiscal 2010 included the impactanfr stock option exchange program and
the adjustments to outstanding stock options imeotion with the Spi-Off, as discussed belo

(2) Exercise prices related to stock options haentadjusted in connection with the Spin-Off foredaafter August 31, 2009, the effective
date of the adjustment

The following table provides data related to adlcétoption activity for fiscal 2011, 2010 and 2009:

(in millions, except per share data and years) 2011 2010 2009
Weighted-average grant date fair value per stotiongl) $ 6.4C $6.44 $13.67
Aggregate intrinsic value of exercised optit 25.¢ 7.3 14.C
Cash received upon exerc 63.C 40.C 39.2
Cash tax disbursements realized related to exe (13.9) (16.7) (2.9
Total compensation cost, net of estimated forfegurelated to unvested stock

options not yet recognized, |-tax 28.7 32.C 54.%
Weighted-average period in years over which stgation compensation cost is

expected to be recogniz 1.7 1.6 14

(1) The weighte-average grant date fair value per stock option do¢include the impact of our stock option excleapgogram

The fair values of the stock options granted toeuaployees and directors during fiscal 2011, 2042009 were estimated on the date
of grant using a lattice valuation model. We bddi¢lve lattice model provides for better estimatxsalise it has the ability to take into accc
employee exercise patterns based on changes stamkr price and other variables and it providesafeange of input assumptions, which are
disclosed in the table below. The risk-free ratkased on the United States Treasury yield curtieeatime of the grant. We analyzed
historical data to estimate option exercise belia\amd employee terminations to be used withirdtiee model. During fiscal 2011 and
2010, we calculated separate option valuationsforgroups of employees. During fiscal 2009, wegkted separate option valuations for
three groups of employees. The groups were detedmising similar historical exercise behaviors. €kpected life of the options granted
was calculated from the option valuation model eeptesents the length of time in years that th@pptgranted are expected to be
outstanding. The range of expected lives in thietablow results from the separate groups of
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employees identified based on their option exeroedeaviors. Expected volatilities are based oniedplolatility from traded options on our
Common Shares and historical volatility over a @a&iof time commensurate with the contractual tefthe option grant (7 years). The
following table provides the range of assumptiossdifor options valued during fiscal 2011, 2010 2009:

2011 2010 (1) 2009
Risk-free interest rate 1.22%-1.70% 1.93%-2.47% 1.52%- 3.48%
Expected life in year 4.8-5.2 4.4-5.2 45-7.0
Expected volatility 27.0%— 32.0% 32.0% 27.0%— 30.0%
Dividend yield 2.17%-2.52% 1.96%-2.76% 1.00%- 2.33%

(1) The range of assumptions used for options in fi26aD does not include the impact of our stockavpéxchange prograr

Restricted Shares and Restricted Share Ul

The fair value of restricted shares and restristeate units is determined by the number of shawesed and the grant date market p
of our Common Shares.

The following summarizes all transactions relatedeistricted shares and restricted share unitsruhdé”lans from June 30, 2009
through June 30, 2011:

Weighted
Average Grant
Date Fair Value

(in millions, except per share amounts) Shares (1 Per Share (2)
Nonvested at June 30, 20 3.1 57.1C
Granted 2.1 27.4:
Vested (1.6 51.11
Canceled and forfeite 0.9 42.9¢
Nonvested at June 30, 20 3.3 33.3¢
Granted 2.C 31.4Z
Vested (1.9 36.11
Canceled and forfeite (0.9 32.4¢
Nonvested at June 30, 20 3.€ 31.31

(1) The restricted shares and restricted share oaitceled and forfeited activity for fiscal 20h6luded the impact of the adjustments to
outstanding awards in connection with the -Off, as discussed beloy
(2) Grant date fair values per share of awardstgdaprior to the date of the Spin-Off have not badjusted to reflect the impact of the

Spir-Off.
Fiscal Year Ended June 30,
(in millions) 2011 2010 2009
Total compensation cost, net of estimated forfegurelated to nonvested restrict
share and share unit awards not yet recognize-tax $55.¢ $57.5 $100.¢
Weighted-average period in years over which rastlishare and share unit cost is
expected to be recogniz 1.7 1.8 1.8

Stock Option Exchange Progratr

On May 6, 2009, the Board of Directors authorizea] on June 23, 2009, shareholders approved, agondfat permitted certain
current employees to exchange certain outstandaul ®ptions with exercise prices substantiallywebthhe current market price of our
Common Shares for a lesser number of stock optlratshave a fair value that is lower than the ¥alue of the “out of the money” options.
The program was
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completed on July 17, 2009 with 9.8 million outstiany eligible stock options exchanged for 1.4 raillinew options at an exercise price of
$31.27. These new options have a new minimum \@stimdition of an additional 12 months, and thentef each new option is the longer
three years from the grant date or the remainirg t the eligible stock option for which it wasatvanged. The new options were treated
probable-to-probable modification under the accimgnguidance for share-based compensation. Wedtitchour incremental expense
associated with the modification.

Adjustments to Stock Incentive Plal

In connection with the Spin-Off, on August 31, 200@ adjusted share-based compensation awardedrantler the Plans into awards
based on our Common Shares and/or CareFusion comstoci as applicable. For purposes of the vestirigese equity awards, continued
employment or service with us or with CareFusiottéated as continued employment for purposes if dar and CareFusion’s equity
awards. See Note 17 to the consolidated finantagments in the Annual Report on Form 10-K foecdis2010 for an explanation of these
adjustments.

The adjustments to stock incentive plans weredreas a modification in accordance with share-basethensation accounting
guidance and resulted in a total incremental corsgigon cost of $0.6 million.

The following table summarizes the share-based emsgtion awards outstanding as of June 30, 2011:

Our Awards CareFusion Awards
Restricted Restricted
Stock Shares anc Stock Shares anc
(in millions) Options Share Units Options Share Units
Held by our employees and former employees 21.¢ 3.€ 5.9 0.C
Held by CareFusion employe 1.3 0.C
Total 23.1 3.€

Employee Savings Plar

Substantially all of our domestic non-union empleare eligible to be enrolled in our company-spoet contributory retirement
savings plans, which include features under Sedtd{k) of the Internal Revenue Code of 1986, asratad, and provide for matching and
profit sharing contributions by us. Our contribuigato the plans are determined by the Board ofdiirse subject to certain minimum
requirements as specified in the plans.

The following table summarizes the total expenseito employee retirement savings plans for fi&€dl1, 2010 and 2009:

Fiscal Year Ended June 30,

(in millions) 2011 2010 2009
Employee retirement savings plans expense $69.¢ $84.: $72.4
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18. SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)

The following is selected quarterly financial d&gafiscal 2011 and 2010. The sum of the quarteaig not equal year-to-date due to
rounding.

First Second Third Fourth
(in millions, except per common share amounts) Quarter Quarter Quarter Quarter
Fiscal 2011
Revenue $24,437.! $25,371.¢ $26,071. $26,763.!
Gross margir 962.2 994.2 1,162.: 1,043.¢
Distribution, selling, general and administrativgpense: 581.¢ 606.7 669.5 670.2
Earnings from continuing operatio 294.¢ 215.( 249.t 207.c
Earnings/(loss) from discontinued operatir 0.4 0.4 (3.5 (4.6
Net earning: 294.¢ 215.¢ 246.( 202.7
Earnings from continuing operations per Common &t
Basic $ 0.84 $ 0.62 $ 0.72 $ 0.5¢
Diluted 0.84 0.61 0.71 0.5¢

First Second Third Fourth
(in millions, except per common share amounts) Quarter Quarter Quarter Quarter (1)
Fiscal 2010
Revenue $24,780. $24,919. $24,342. $24,459.1
Gross margir 908.¢ 957.i 1,010.: 904.1
Distribution, selling, general and administrativpense: 583.< 602.¢ 625.¢ 585.¢
Earnings/(loss) from continuing operatic (61.¢) 230.2 224.¢ 193.¢
Earnings/(loss) from discontinued operatir 23.€ 4.3 (2.9 29.7
Net earnings/(loss (38.2) 234.t 222.¢ 223t
Earnings/(loss) from continuing operations per Camr8hare
Basic $ (017) $ 0.6¢ $ 0.65 $ 0.54
Diluted (0.17) 0.64 0.62 0.54

(1) During the fourth quarter of fiscal 2010, wessded an out-operiod increase in income tax expense of $14.7anilelated to our sta
provision-to-return reconciliation (of which $5.1illon pertained to the first three quarters o£&52010 and $9.6 million pertained to
fiscal 2009). The amounts were not material indiaitly or in the aggregate to current or prior pesi

19. SUBSEQUENT EVENTS

During July and August 2011, we repurchased 6.#anilCommon Shares having an aggregate cost obappately $300.0 million.
These repurchases are pursuant to the $750.0milfiare repurchase program referenced in NoteHelaVerage price paid per common
share for all Common Shares repurchased duringahdyAugust 2011 was $44.89.

In August 2011, we terminated $640.0 million (naibamount) of pay-floating interest rate swaps reogived net settlement proceeds
of $33.7 million. These swaps were previously desigd as fair value hedges. There was no immeidigitact to the statements of earnings;
however, the fair value adjustment to debt willdneortized over the life of the underlying debt asduction to interest expense.
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CARDINAL HEALTH, INC. AND SUBSIDIARIES

SCHEDULE II—VALUATION AND QUALIFYING ACCOUNTS (3)

Balance a
Charged tc
Beginning Charged to
Costs and Other
Description of Period Expenses Accounts (1
(In millions)
Fiscal Year 2011
Accounts receivabl $ 123t $ 234 $ 4.€
Finance notes receivak 16.2 3.6 0.C
Net investment in sal-type lease 0.4 0.2 0.C
$ 140.1 $ 27.C $ 4.€
Fiscal Year 201C
Accounts receivabl $ 103.c $ 24: $ 41
Finance notes receivak 13.7 2.7 0.1
Net investment in sal-type lease 0.€ (0.2 0.C
$ 117.¢ $ 26.€ $ 4.2
Fiscal Year 200¢
Accounts receivabl $ 101.¢ $ 46.7 $ 0.2
Finance notes receivak 11.5 4.€ 0.4
Net investment in sal-type lease 0.€ 0.1 0.C
$ 113.¢ $ 514 $ 0.6

(1)

(2)
(3)

Deductions (2

$  (17.0
4.9
0.C

$ (219

$ (82
(0.9)
0.C

$ (85

$  (45.9
(2.9)
(0.1)
$ (489

Balance a

End
of Period

$ 134t
14.€
0.€
150

“
-~

$ 123¢
16.2
0.4

140.

*
o

$ 103.
13.7

0.€

117.

©
~
~

During fiscal 2011, 2010 and 2009 recoveriearabunts provided for or written off in prior yeavere $0.3 million, $4.2 million and

$0.5 million, respectively
Write-off of uncollectible account:

Amounts included herein pertain to the continuipgrations of the Compan

64



