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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K

4} ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended June 30, 2012
or

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

Commission File Number: 1-11373

CardinalHealth

CARDINAL HEALTH, INC.

(Exact name of registrant as specified in its charter)

OHIO 31-0958666

(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) I dentification No.)

7000 CARDINAL PLACE,
DUBLIN, OHIO 43017

(Address of principal executive offices) (Zip Code)

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

Securities registered pursuant to Section 12(b) dfie Act:

Title of Class Name of Each Exchange on Which Registered

COMMON SHARES (WITHOUT PAR VALUE) NEW YORK STOCKXCHANGE

Securities registered pursuant to Section 12(g) ¢iie Act:
None.

Indicate by check mark if the registrant is a vielbwn seasoned issuer, as defined in Rule 405%edBé#turities Act.  YesM No O
Indicate by check mark if the registrant is notuiegd to file reports pursuant to Section 13 ort®®ecl5(d) of the Act. Yes[ No

Indicate by check mark whether the registrant b tiled all reports required to be filed by Secti® or 15(d) of the Securities Exchange Act of4l88rin¢
the preceding 12 months (or for such shorter pethatithe registrant was required to file such reg)pand (2) has been subject to such filing nesments fc
the past 90 days. YeH No O

Indicate by check mark whether the registrant hiasntted electronically and posted on its corpok&b site, if any, every Interactive Data File negd tc
be submitted and posted pursuant to Rule 405 ofilRegn ST during the preceding 12 months (or for such shgreriod that the registrant was require
submit and post such files). Ye# No O

Indicate by check mark if disclosure of delinquiers pursuant to Item 405 of RegulatiorkKSs not contained herein, and will not be contdin® the be:
of registrant’s knowledge, in definitive proxy arformation statements incorporated by referencBart Ill of this Form 10K or any amendment to tt
Form 10-K. ™

Indicate by check mark whether the registrantlisrge accelerated filer, an accelerated filer, a-atcelerated filer, or a smaller reporting comp&assge th
definitions of “large accelerated filer,” “accelezd filer” and “smaller reporting company” in Rul&b-2 of the Exchange Act.

Large accelerated fileriv] Accelerated filer O
Non-accelerated filerdd (Do not check if a smaller reporting company) Bemaeporting companyd

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Actyes [ No M

The aggregate market value of voting stock helady-affiliates of the registrant on December 311120based on the closing price on December 311 201
was $14,015,438,147 .

The number of registrant’s Common Shares outstgratnof August 15, 2012 , was as follows: Commaoar&t without par value: 341,083,853 .
Documents Incorporated by Reference:



Portions of the registrant’s Definitive Proxy Staemnt to be filed for its 2012nnual Meeting of Shareholders are incorporateddgrence into Part I1I «
this Annual Report on Form 10-K.
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Important Information Regarding Forward-Looking Sta tements

This Form 10K (including information incorporated by referen
includes forwardeoking statements, addressing expectat
prospects, estimates and other matters that aendept upon futu
events or developments. Many forwdodking statements appeat
“ltem 7—Managemens Discussion and Analysis of Finan
Condition and Results of Operation§lit there are others through
this document, which may be identified by wordshsas “expect,”

“anticipate,” “intend,” “plan,” “believe,” “will,” “should,” “could,”
“would,” “project,

”ou

continue,” “likely,” and similr expressions, and

include statements reflecting future results odgate, statements
outlook and expense accruals. These matters ajecsub risks an
uncertainties that could cause actual results fferdinaterially fron
those projected, anticipated or implied. The magtiicant of thes
risks and uncertainties are described below innfltd A—Risk
Factors” and in Exhibit 99.1 to this Form 10-K. Wward{ooking
statements in this document speak only as of the dd this
document. Except to the extent required by applcdaw, we
undertake no obligation to update or revise anywéod{ooking
statement.
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Part |

ltem 1: Business

General

Cardinal Health, Inc. is an Ohio corporation fornied 979. As use
in this report, “we,” “our,” “us"and similar pronouns refer to Cardi
Health, Inc. and its subsidiaries, unless the cantxjuires otherwis
We are a healthcare services company providingnphegutical an
medical products and services that help pharmaegspitals, surge
centers, physician offices and other healthcaresigess focus o
patient care while reducing costs, enhancing efficy and improvin
quality.

Our fiscal year ends on June 30. References talf&212, 2011 ar
2010 are to the fiscal years ended June 30, 20021 and 201!
respectively. Except as otherwise specified, infion in this Forr
10-K is provided as of June 30, 2012.

Pharmaceutical Segment
In the United States, including Puerto Rico, thearRtaceutice
segment:

« distributes branded and generic pharmaceutmadr-thecounte
healthcare, and consumer products through its phaeutice
distribution business to retailers (including chaimd independe
drug stores and pharmacy departments of supermsasket mas
merchandisers), hospitals, and other healthcanddes (including
mail order pharmacies). This business:

e maintains prime vendor relationships that strealithe
purchasing process resulting in greater efficieacgt lower cos
for our customers; and

e renders services to pharmaceutical manufacturecsudimg
distribution, inventory management, data reportimgw produc

launch support, and contract pricing and charge
administration.
e operates nuclear pharmacies and cyclotron fagilititha

manufacture, prepare and deliver radiopharmacdsitica use il
nuclear imaging and other procedures in hospitadiscéinics;

« distributes specialty pharmaceutical products amdiges service
to pharmaceutical manufacturers, thparty payors and healthc
service providers supporting the marketing, distitn, an
payment for specialty pharmaceutical products;

« franchises retail pharmacies under the MedicBt®mppe® anc
Medicap® brands; and

» provides pharmacy services to hospitals and othealticar
facilities.

In China, the Pharmaceutical segment distributaaded, generic ai
specialty pharmaceuticals, over-tbednter and consumer product:
well as provides logistics, marketing and othervises throug
Cardinal Health China.

Pharmaceutical Distribution

Our pharmaceutical distribution business generaesss margi
primarily when the aggregate selling price to oustomers excee
the aggregate cost of products sold, net of casbodnts, gener
manufacturer margin and margin under branded phzeutiza
agreements. Cash discounts are price reductionsnthaufacturel
may offer to us for prompt payment of purchaseddpots. Gener
manufacturer margin refers to price discounts, tehaand othe
consideration that we receive under our agreemewith
manufacturers of generic pharmaceuticals. Our egsnbn gener
pharmaceuticals are generally highest during thieogeémmediatel
following the initial launch of a generic producedause genel
pharmaceutical selling prices are generally higldesing that perio
and tend to decline over time, although this mary vi&largin unde
branded pharmaceutical agreements refers primddlyfees w
receive for rendering a range of distribution arthted services
manufacturers. In addition, margin under brandedrmlaceutice
agreements may include benefits from pharmaceutipdte
appreciation, which occurs when a manufacturer emes i
published price for a product after we have puretigbat product fc
inventory.

Bulk and Non-Bulk Sales

The Pharmaceutical segment differentiates betwadk &#nd non-
bulk sales based on the nature of our custommustrations. Bul
sales consist of sales to retail chain custonmastralized warehou
operations and customersiail order businesses in the United St
All other sales are classified as noulik. Sales to a retail che
pharmacy customer are classified as bulk sales weisipect to i
warehouse operations and nouk sales with respect to its re
stores.

Substantially all bulk sales consist of productippéd in the san
form that we receive them from the manufacturesmall portion o
bulk sales are broken down into smaller units pt@shipping. I
contrast, non-bulk sales require more complex sgnyi For nonbulk
sales, we may receive inventory in large or fubeauantities ar
break it down into smaller quantities, warehouse pinoduct for
longer period of time, pick individual products sffie to &
customers order, and deliver that smaller order to a cust
location.

Bulk sales generate significantly lower segmenfipas a percentay
of revenue than nohulk sales. Customers receive lower pricing
bulk sales of the same products than balk sales, as bulk sa
require less services to be provided to these meswy and henc
less costs are incurred by us in providing theselyets. In additiol
bulk sales in aggregate generate higher segmehbtpsoducts sol
as a percentage of revenue than halk sales, due to the mix
products sold within the bulk category. Segmentrithistion, selling
general and administrative (“SG&A'@xpenses as a percentag
revenue from bulk sales are substantially lowentfram nonbulk
sales because bulk sales require substantially rfeessices to k
rendered by us than non-bulk sales.
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The following table shows the revenues, segmeném@sgs, segme

profit and segment profit as a percentage of reedaubulk and non- kits. Our manufactured products are sold directiyttwough third-

bulk sales for fiscal 2012 , 2011 and 2010 .

(in_millions) 2012 2011 2010

Non-bulk sales:

Revenue from non-bulk sales $ 57,73¢ $ 51,81¢ $ 45,79¢

Segment expenses allocated to non-bulk

sales (1) 56,33¢ 50,62% 44,89¢
Segment profit from non-bulk sales (1) $ 1,40 $ 1,19« $ 89€

Segment profit from non-bulk sales as a

percentage of revenue from non-bulk

sales (1) 2.4%% 2.31% 1.9¢%

Bulk sales:

Revenue from bulk sales $ 40,187 $ 41,92¢ $ 43,99

Segment expenses allocated to bulk sales  40,03: 41,79:% 43,88(
Segment profit from bulk sales (1) $ 154 $ 13€ $ 11F

Segment profit from bulk sales as a

percentage of revenue from bulk sales (1) 0.38% 0.32% 0.2€%

(1) Segment expenses and profit required complex amjective estimates a
allocations based upon assumptions, past experamnt@idgment that we belie
are reasonable.

Specialty Pharmaceutical Products and Services

We refer to products and services offered by o@cisity solution
division as “specialty pharmaceutical products amdvices.” The
specialty solutions division currently (1) distrtba oncology
rheumatology and other pharmaceutical productdysipian offices
(2) distributes human plasma products and someédhdiistributior
pharmaceutical products to hospitals and othertiesaie provider:
and (3) provides various consulting and other sesvi t
pharmaceutical manufacturers, thpdrty payors and healthc
providers primarily supporting the marketing, dlatition anc
payment for these products. Our use of this terlnmomay not b
comparable to the use by other industry participant

Pharmaceutical Segment Financials

See Note 15 of the “Notes to Consolidated Finarstatementsfor
Pharmaceutical segment revenue, profit and aseetistal 2012,
2011 and 2010 .

Medical Segment

The Medical segment distributes a broad range dficag surgice
and laboratory products to hospitals, surgery esntiaboratorie:
physician offices and other healthcare providerthaUnited State
Canada and China. This segment also manufactuoesces an
develops its own line of private brand medical andgical product
Manufactured products include: singlee surgical drapes, gowns
apparel; exam and surgical gloves; and fluid sacdod collectio
systems. The segment also offers sterile and revilesprocedure

party distributors in the United States, Canadayofe, Sout
America and the Asia/Pacific region. In additiohe t segmel
provides supply chain services, including spend agamen
distribution management, and inventory managememvices, ti
healthcare providers.

Medical Segment Financials

See Note 15 of the “Notes to Consolidated Finar@tatementsfor
Medical segment revenue, profit and assets foalfig012 , 2015nc
2010.

Acquisitions and Divestitures

In the past five fiscal years, we completed thdofwing three
significant acquisitions apart from businesses spffiras part ¢
CareFusion Corporation (“CareFusion”), as presehtaw.

Line Acquisition Price
Date Company Location of Business (in millions)
July 15, Healthcare Ellicott City,  Specialty $598 (1
2010 Solutions Maryland pharmaceutical
Holding, LCC services
("P4
Healthcare")
November Cardinal Shanghai, Pharmaceutical 458 (2
29,2010 Health China  China and medical
products
distribution
December Kinray, Inc. Whitestone, Pharmaceutical 1,336
21,2010 (“Kinray”) New York generic, health
and beauty, anc
home health
care products
distribution

(1) Includes $506 million in cash and $92 million fbetacquisition date fair value
contingent consideration to be paid for the actjoisi We made cash payme
of $14 million pursuant to the contingent considieraobligation, which include
$10 million paid in fiscal 2011 and $4 million paid July 2012 to settle tl
obligation.

(2) Includes the assumption of approximately $57 millio debt

In addition, we completed several smaller acquisgiduring the la
five fiscal years, including purchasing BorschowsHital & Medica
Supplies, Inc. in fiscal 2009 and Futuremed HealtacProduc
Corporation in fiscal 2012.

During the past five fiscal years, we also completsevere
divestitures, including selling our United Kingddmased Martinda
injectable manufacturing business in fiscal 20h0addition, effectiv
August 31, 2009, we separated our clinical and o@dproduct
businesses through distribution to our shareholdé@1 percent ¢
the then outstanding common stock of CareFusioa {(8pin-Off”).
During fiscal 2010, we disposed of 11 million steamd CareFusic
common stock, and during fiscal 2011, we dispodethe remainin
30 million shares. Enturia Inc., a significant aisifion that was mac
in fiscal 2008, was spun-off as part of CareFusion.
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Customers

Our largest customers, CVS Caremark CorporationV8Q anc
Walgreen Co. (“Walgreens”gccounted for approximately 22 perc
and 21 percent, respectively, of our fiscal 201enmie. Th
aggregate of our five largest customers, includiByS ant
Walgreens, accounted for approximately 59 percéotinfiscal 201
revenue. Our contracts with CVS and Walgreens argemgtly
scheduled to expire in June 2013 and August 20dshectively. |
August 2012, Walgreens issued a request for propdse
pharmaceutical distribution services for the thyear perio
beginning after the expiration of our contract wittalgreens. In tt
ordinary course of our business, we frequentlyiara competitiv
bid, or request for proposal, process for pharmézaudistributior
and other business of a customer or potential ousto

In April 2012, Express Scripts, Inc., one of ouraphaceutic:
distribution customers, merged with Medco HealtHuSaons, Inc.
which was a pharmaceutical distribution customea abmpetitor. |
April 2012, the combined company issued a requaspfoposal fc
its combined pharmaceutical distribution busindss.July, 201Z
Express Scripts, Inc. informed us that it had netamed th
combined contract to us. Our current pharmaceutitistributior
contract with Express Scripts, Inc. expires on Seer 30, 2012 a
provided approximately $9.0 billion of revenue iachl 2012, all ¢
which is classified as bulk sales. Express Scripts, was our thir
largest customer in fiscal 2012.

In addition, we have agreements with group purcitasrganizatior
(“GPOs") that act as agents to negotiate vendor contracbebalf o
their members. Our two largest GPO relationshigeims of memb:
revenue are with Novation, LLC, and Premier Purtttadartner:
L.P. Sales to members of these two GPOs collegti@etounted fc
13 percent of our revenue in fiscal 2012.

Suppliers

We rely on many different suppliers. Products at#difrom our fivi
largest suppliers accounted for an aggregate ofoappately 2¢
percent of our revenue during fiscal 2012, but mgle suppliers
products accounted for more than 7 percent of iaatnue. Overa
we believe our relationships with our suppliersgoed.

The Pharmaceutical distribution business is a paotyistributior
service agreements with pharmaceutical manufagurérhes
agreements generally have terms ranging from orse, yeith ar
automatic renewal feature, to five years. Gener#iigse agreemel
are terminable before they expire only if the gartinutually agree,
there is an uncured breach of the agreement, onéf party is th
subject of a bankruptcy filing or similar insolvgnevent. Som
agreements allow the manufacturer to terminate dlgecemer
without cause within a defined notice period.

Competition

We operate in a highly competitive environmenthia tistribution ¢
pharmaceuticals and related healthcare servicesalgéeoperate in
highly competitive environment in the developmem&nufacturin
and distribution of medical and surgical produdie compete c
many levels, including service offerings, supp@amvices, breadth
product lines, and price.

In the Pharmaceutical segment, we compete wittomalti fulldine
wholesale distributors (including McKesson Corpimat anc
AmerisourceBergen Corporation), regional wholesdistributor:
(including H.D. Smith and Morris & Dickson Co., LC.), self-
warehousing chains, direct selling manufacturergecilty
distributors, thirdparty logistics companies (including United Pa
Service, Inc.), and nuclear pharmacies, among stteraddition, th
Pharmaceutical segment has experienced competittona numbe
of organizations offering generic pharmaceuticalscluding
telemarketers.

In the Medical segment, we compete with many défférdistributors
including Owens & Minor, Inc., Thermo Fisher Sciéatinc., PS¢
World Medical, Inc., Henry Schein, Inc., and Medlimdustries, In
In addition, we compete with regional medical pradudistributors
third-party logistics companies and manufacturdisdct distributior
Competitors of the Medical segmenthanufacturing and procedt
kit businesses include Kimberfglark Corporation, Ansell Limite
DeRoyal Industries Inc., Medline Industries, Indrofession:
Hospital Supply and Medical Action Industries.

Employees

As of June 30, 2012, we had approximately 23,30pleyees in th
United States and approximately 9,200 employeesidritof th
United States. Overall, we consider our employdatioms to b
good.

Intellectual Property

We rely on a combination of trade secret, pateopydght ani
trademark laws, nondisclosure and other contragit@lisions, an
technical measures to protect our products, sesvarel intangibl
assets. We hold patents relating to the distributdd our nuclee
pharmacy products and service offerings, and rejat medical ar
surgical products, such as fluid suction and itrgyadevices; surgic
waste management systems; surgical and medicalieatom gloves
surgical drapes, gowns and facial protection prtgjuand patiel
temperature management products. We also operdar licenses ft
certain proprietary technologies, and in certaisténces we licen
our technologies to third parties.

We believe that we have taken all necessary stepsrdtect oL
proprietary rights, but no assurance can be gillahwe will be abl
to successfully enforce or protect our rights ia &vent that they ¢
subject to thirgearty infringement claims. While all of the
proprietary rights are important to our operatioms,do not consid
any particular patent, trademark, license, frarebisconcession to
material to our overall business.
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Regulatory Matters

Our business is highly regulated in the United e3aat both tr
federal and state level and in foreign countriesp&nding upon the
specific business, our subsidiaries may be suligategulation b
government entities including:

« the United States Food and Drug Administratitwe (FDA");

the United States Drug Enforcement Administraiithe “DEA”);
« the United States Nuclear Regulatory Commiséioa “NRC");

» the United States Department of Health and Humarvics
(HHHS”);

* United States Customs and Border Protec
* state boards of pharma
« stateeontrolled substance agenc

e state health departments, insurance departments othe
comparable state agencies; and

« foreign agencies that are comparable to thosellesteve

These regulatory agencies have a variety of cidhinistrative an
criminal sanctions at their disposal. They can sadpour ability t
distribute products or can initiate product recallsey can sei:
products or impose criminal, civil and administvatisanctions; ar
they can seek injunctions to halt the manufacture distribution o
products.

Distribution

The FDA, DEA and various state authorities regutate marketing
purchase, storage and distribution of pharmacdutical medice
products under various state and federal statutetuding th
Prescription Drug Marketing Act of 1987 and the &md Controlle:
Substances Act (the "CSA"). Wholesale distributofscontrollec
substances must hold valid DEA registrations aate$tvel license:
meet various security and operating standards,cangply with the
CSA which governs the sale, packaging, storagedistdibution o
controlled substances. As further discussed in [Qatéthe "Notes 1
Consolidated Financial Statements”, on May 14, 2042 entere
into a settlement agreement with the DEA pursuantvhich ou
Lakeland, Florida pharmaceutical distribution cesteegistration t
distribute controlled substances will be suspendsd May 15, 201<
During this suspension, our Lakeland facility witlontinue ti
distribute pharmaceutical products (other than rodled substance
while controlled substances will be shipped to cosrs from ot
other distribution centers.

Our Pharmaceutical segment’China distribution operations
subject to similar national, regional and localulagjons, includin
licensing and regulatory requirements of the ChMaistry of
Health, Ministry of Commerce, Ministry of Finandde State Foc
and Drug Administration and the General Administrabf Customs

Manufacturing and Marketing
Our subsidiaries that manufacture and source miediegices ar
subject to regulation by the FDA and comparableifpr agencie
including regulations regarding compliance with dananufacturin
practices and quality systems.

The FDA and other domestic and foreign governmeat@ncie
administer requirements that cover the design,ingstsafety
effectiveness, manufacturing, labeling, promotiamd aadvertising
distribution, importation and postarket surveillance of some of «
manufactured products. We need specific approvalearance frol
regulatory authorities before we can market andl re@ny of ou
products in particular countries. Even after weagbtapproval ¢
clearance to market a product, the product and noamufacturin
processes are subject to continued regulatorywevie

To assess and facilitate compliance with federatesand foreig
regulatory requirements, we routinely review ouralgy anc
compliance systems to evaluate their effectiversass to identif
areas for improvement or remediation. As part of quality review
we assess the suppliers of raw materials, compsrami finishe
goods that are incorporated into the medical dewee manufactur
In addition, we conduct quality management reviadesigned t
highlight key issues that may affect the qualityoofr products ar
services.

From time to time, we may determine that productésmanufactur
or market do not meet our specifications, regulatequirements,
published standards. When we or a regulatory agédentify &
quality or regulatory issue, we investigate andetakppropriat
corrective action, such as withdrawing the produzin the marke
correcting the product at the customer locationjisreg produc
labeling, and notifying customers. For exampleAimgust 2011, th
FDA notified us that it was halting entry into thimited States of ¢
Presource®procedure kits that we assemble in Mexico and i
through El Paso, Texas. The FDA indicated that ae mot supplie
adequate documentary support for certain componefitghes:
procedure kits, but did not indicate any concetmsué patient safet
In response to the FDA's concerns we took remeditdns and ha
resumed importing procedure kits.

Nuclear Pharmacies and Related Businesses

Our nuclear pharmacies and cyclotron facilitiesuieg) licenses ¢
permits and must abide by regulations from the N&gplicable sta
boards of pharmacy, and the radiologic health agemadepartmel
of health of each state in which we operate. Intaxd our cyclotrol
facilities must comply with the FDA's good manufaatg practice
regulations for positron emission tomography (“PETtugs the
became effective in December 2011.

Prescription Drug Pedigree Tracking and Supply Chan Integrity
The FDA Amendments Act of 2007 requires the FDAestablis!
standards to identify and validate technologies $ecuring th
pharmaceutical supply chain against counterfeit gslru Thes
standards may include track-atrdee or authentication technolog
such as radio frequency identification devices.March 2010, th
FDA issued guidance establishing standardized nicaiedentifier:
for prescription pharmaceutical packages. Someestaiso ha
adopted or are considering adopting pedigree tngckaws. Fc
example, effective July 2016, California will regi tha
pharmaceutical wholesalers and repackagers implerakettronis
track-and-trace capabilities for pharmaceuticatipmts.
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Healthcare Fraud and Abuse Laws

We are subject to healthcare fraud and abuse I|aese law
generally prohibit companies from soliciting, offey, receiving c
paying any compensation in order to induce someonerder o
purchase items or services that are in any way foaily Medicare
Medicaid or other United States governmsponsored healthc:
programs. They also prohibit submitting or causiogbe submitte
any fraudulent claim for payment by the federal eyownent
Violations of these laws may result in criminal @vil penalties, a
well as claims under the federal False Claims Axt aimilar stat
acts under which private persons may file suit ehatf of the feder
and state governments.

Health and Personal Information Practices

Services and products provided by some of our lesses, includir
some provided by our nuclear and pharmacy senacesspecialt
solutions divisions, involve access to patigtgntifiable healthca
information. The Health Insurance Portability anccéuntability Ac
of 1996, as augmented by the Health Informationhfietogy fol
Economic and Clinical Health Act, as well as sontates laws
regulate the use and disclosure of patient ideflé healt
information, including requiring specified privacgnd securit
measures. Federal and state officials have incrglgsifocused o
how patientidentifiable healthcare information should be hax
secured and disclosed.

Some of our businesses collect and maintain othesive person
information that is subject to federal and stateslgrotecting suc
information. Security and disclosure of persondbrimation is als
highly regulated in many other countries in which @perate.

Environmental, Health and Safety Laws

In the United States and other countries, we algestto variou
federal, state and local environmental laws, as$ agelaws relating !
safe working conditions, laboratory and manufaciyipractices.

Laws Relating to Foreign Trade and Operations

United States and international laws require uaktidle by standar
relating to the import and export of finished goodsv materials ar
supplies and the handling of information. We alsastrcomply witl
various export control and trade embargo laws, Wwhiway requir
licenses or other authorizations for transactioiteimsome countrie
or with some counterparties.

Similarly, we are subject to laws concerning thendaect of ou
foreign operations, including the United States efgw Corrug
Practices Act and foreign ariribery laws. These laws gener:
prohibit companies and their intermediaries frorfefig, promisin
or making payments to officials of foreign govermmse for the
purpose of obtaining or retaining business.

Other Information

Although our agreements with manufacturers sometiraquire us 1
maintain inventory levels within specified rangesir distributior
businesses are generally not required by our cus®no maintai
particular inventory levels other than as needethéet service lev
requirements. Certain supply contracts with Unt¢ates governme
entities require us to maintain sufficient invegtts meet emergen
demands, but we do not believe those requiremeatsrially affec
inventory levels.

Our customer return policies generally require tthet product k
physically returned, subject to restocking fees. \otdy allow
customers to return products that can be added toaickventory an
resold at full value, or that can be returned todees for credit.

We offer market payment terms to our customers.

Revenue and Long-Lived Assets by Geographic Area
See Note 15 of the “Notes to Consolidated Finarstatementsfor
revenue and long-lived assets by geographic area.

Available Information

Our Annual Report on Form 10-K, Quarterly RepomsForm 100,
Current Reports on Form I8; and amendments to those reports
available free of charge on our website (www.caaltfinalth.com
under the “Investors—Financial information—SECHiis” caption
as soon as reasonably practicable after we eléctibn file then
with, or furnish them to, the Securities and ExderiCommissio
(the “SEC”).

You may read and copy any materials we file with 8EC at th
SEC's Public Reference Room at 100 F Street, NE, Wagstrinn DC
20549. You may obtain information on the operatidnthe Publi
Reference Room by calling the SEC at 1-800-$B380. The SE
also maintains a website (www.sec.gov) where yau search fc
annual, quarterly and current reports, proxy andormatior
statements, and other information regarding us atiter publit
companies.

Item 1A: Risk Factors

The risks described below could materially and asklg affect oL
results of operations, financial condition, liqiydiand cash flow.
These are not the only risks we face. Our busiseat® could k
affected by risks that we are not presently awdreorothat we
currently consider immaterial to our operations.

We could suffer the adverse effects of competitiyeressures.

As described in greater detail in "ItenBlsiness" above, we oper
in markets that are highly competitive. Becauseahpetition, oL
businesses face continued pricing pressure fromcastomers ar
suppliers. If we are unable to offset margin reduns caused by the
pricing pressures through steps such as effectmerceglg an
enhanced cost control measures, our results ofatipes an
financial condition could be adversely affected.

In addition, in recent years, the healthcare ingusas continued
consolidate. Further consolidation among our custsmand supplie
(including branded pharmaceutical manufacturersjlccagive the
resulting enterprises greater bargaining powergckvimay adverse
impact our results of operations.

We have a few large customers that generate a sifjopant amount
of our revenue.

Our sales and credit concentration is signific&@WS and Walgreel
accounted for approximately 22 percent and 21 percespectively
of our fiscal 2012 revenue. The aggregate of owe flarges
customers, including CVS and Walgreens, accounteat
approximately 59 percent of our fiscal 2012 revenime addition
Walgreens and CVS accounted for 25 percent ancefcpt,
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respectively, of our gross trade receivable balatcdune 30, 201
Our contracts with CVS and Walgreens are schedideelxpire ir
June 2013 and August 2013, respectively. If CVS|gréens or or
of our other large customers terminates or doeser@w its contrac
defaults in payment, or significantly reduces itsrghases of o
products, our results of operations and financ@ldition could b
adversely affected. For example, in July 2012, EgprScripts, In
informed us that it had not awarded us the combjstetmaceutic
distribution contract following its merger with Mea Heall
Solutions, Inc. Our contract with Express Scrifts;. expires o
September 30, 2012 and provided approximately $8l@on of
revenue in fiscal 2012, all of which was classifeesibulk sales. Tl
expiration of that contract will have an adverdeafon our results
operations and operating cash flow.

Our Pharmaceutical segment's margin may be affectetly fewer
or less profitable generic pharmaceutical launches,prices
established by manufacturers and other factors thatre beyonc
our control.

As described in greater detail in "ltemBlsiness” above, margin
our Pharmaceutical segment consists, in part, oéige manufactur
margin and margin from branded pharmaceutical @ppreciation.

The number of new generic pharmaceutical launchess from yee
to year, and the margin impact of new launchesegdrom product 1
product. Fewer generic pharmaceutical launcheswardhes that a
less profitable than those previously experiencéldhave an adver:
effect on our year-oveyear margins. Additionally, prices for exist
generic pharmaceuticals generally decline over (tiaithough thi
may vary. Price deflation on existing generic phacauticals wil
have an adverse effect on our margins.

With respect to branded pharmaceutical price ajgtien, if brande
manufacturers increase prices less frequently oarbpunts smalls
than have been experienced historically, we withdass margin ¢
branded pharmaceuticals.

The United States healthcare environment is changinin many
ways, some of which may not be favorable to us, ilding
changes resulting from federal healthcare legisladin.

The healthcare industry continues to undergo daarnt change
designed to increase access to medical care, irapsafety an
contain costs. Medicare and Medicaid reimburseniemls hav
declined; the use of managed care has increasetribdiors
manufacturers, healthcare providers and pharmaginghhav
consolidated; and large purchasing groups are |aetva

In March 2010, the Patient Protection and AfforéaBlare Act an
the Health Care and Education Reconciliation Adiléctively the
“Healthcare Reform Acts”were enacted. Among other things,
Healthcare Reform Acts seek to expand health ime@r&@overage
over 30 million uninsured Americans. Many of thegrsifican
changes in the Healthcare Reform Acts do not télesteuntil 2014
including a requirement that most Americans cameglth insuranc
We expect expansion of access to health insuramdactease tt
demand for our products and services, but othevigioms of th
Healthcare Reform Acts could affect us adversely.

The Healthcare Reform Acts contain many provisidesigned t
generate the revenues necessary to fund the cevergmansion
including, as discussed in "ltem Management's Discussion
Analysis of Financial Condition and Results of Gqiems” below, ¢
tax to be paid by medical device manufacturers.

In addition, the Healthcare Reform Acts have priovis designed -
reduce costs of Medicare and Medicaid, includingangfing th
federal upper payment limit for Medicaid reimburgsrmto no les
than 175 percent of the average weighted manufatsumpric
("AMP") from 250 percent of the lowest AMP for geiw
pharmaceuticals. The Centers for Medicare and Ndli€ervices
also considering providing states with alternatives traditiona
reimbursement metrics.

We could be adversely affected directly or indige¢f our customer
are adversely affected) by these and other chaingéee delivery c
pricing of, or reimbursement for, pharmaceuticaigdical devices 1
healthcare services.

Our business is subject to rigorous regulatory andlicensing
requirements.

The healthcare industry is highly regulated. Ascdbsd in greate
detail in "ltem 1Business" above, we are subject to regulation é
United States at both the federal and state lewel ia foreigr
countries. In addition, the United States fedenal state governmer
are devoting greater resources to the enforcenfahese laws. If w
fail to comply with these regulatory requiremenmtsif allegations ai
made that we fail to comply, our results of openadi and financii
condition could be adversely affected.

To lawfully operate our businesses, we are requioeddold permits
licenses and other regulatory approvals from, amadmply witt
operating and security standards of, governmeruadlels. Failure 1
maintain or renew necessary permits, licenses groapls, or t
comply with required standards, could have an asdveffect on ol
results of operations and financial condition. Erample, see Note
of the "Notes to Consolidated Financial Statemefds'a discussic
of regulatory matters relating to our distributiasf controllec
substances.

Products that we manufacture, source, distributemarket ar
required to comply with regulatory requirements.nisiempliance ¢
concerns over noncompliance may result in susperdi@ur ability
to distribute, import or manufacture products, prtdrecalls ¢
seizures, or criminal and civil sanctions.

We are required to comply with laws relating to Ittezare fraud ar
abuse. If we fail to comply with them, we could fhject to feder.
or state government investigations, or false claans proceeding
initiated by private parties, which could resultdivil and crimina
sanctions, including the loss of licenses or thitalio participate it
Medicare, Medicaid and other federal and statetheale program
The requirements of these laws are complicated sulgject t
interpretation and may be applied by a regulatarsgcutor or judg
in a manner that could negatively impact us or irequs to chang
our operations.
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Our global operations are required to comply with tUnited State
Foreign Corrupt Practices Act and similar dnibery laws in othe
jurisdictions and with United States and foreigipan control, trad
embargo and customs laws. If we fail to comply witem, we coul
suffer civil and criminal sanctions.

We could be subject to adverse changes in the taaws oi
challenges to our tax positions.

We are a large multinational corporation with opierss in the Unite
States and many foreign countries. As a resultamesubject to tt
tax laws of many jurisdictions. From time to timkgislative
initiatives are proposed, such as the repeal of-itasfirst-out
("LIFO") treatment of inventory or the current U.&axation o
income earned by foreign subsidiaries, that codigeesely affect ot
tax positions, effective tax rate, tax paymentsimeincial conditior
Tax laws are extremely complex and subject to wag
interpretations. Tax authorities have challengechescof our ta
positions and it is possible that they will chaienothers. The:
challenges may adversely affect our effective &be,rtax paymen
or financial condition.

CareFusion may not satisfy its contractual obligatins.

In August 2009, we entered into a tax matters agess pursuant
which CareFusion is obligated to indemnify us faertain ta
exposures and transaction taxes prior to the 8ffiin-The
indemnification receivable was $265 million at JB®& 2012. Th
failure of CareFusion to perform its obligationden this agreeme
could have an adverse effect on our financial diordiand results «
operations.

The Spin-Off may have unexpected tax consequences.

In connection with the Spi®ff, we received a private letter ruli
from the Internal Revenue Service (“IRSt) the effect that tt
contribution by us of the assets of the clinicatl anedical produc
businesses to CareFusion and the distribution offission shares
our shareholders would qualify as a feee transaction und
Sections 355 and 368(a)(1)(D) of the Internal ReeeCode (th
“Code”). In addition, we received opinions of tax counseth® effec
that the Spimff would qualify as a transaction that is desalite
Sections 355(a) and 368(a)(1)(D) of the Code. R@ private lette
ruling and the opinions of counsel rely on certaicts, assumptior
representations and undertakings from us and Cai@fruegardin
the past and future conduct of the companies' otispebusinessi
and other matters. If any of these facts, assum@ticepresentatio
or undertakings is incorrect or not otherwise §atis we and ot
shareholders may not be able to rely on the IRi8gur the opinion
of tax counsel. Similarly, the IRS could determmne audit that th
Spin-Off is taxable if it determines that any of thetfaassumption
representations or undertakings are not correttage been violate
or if the IRS disagrees with the conclusions inab@ions of couns
that are not covered by the private letter rulindoo other reasons.
the SpinOff is determined to be taxable for United Statedefa
income tax purposes, we and our shareholders tieatsabject t
United States federal income tax could incur sigaiit tax liabilities.

Our business and operations depend on the proper fictioning of
information systems and critical facilities.

We rely on information systems to obtain, rapidipgess, analy:
and manage data to:

« facilitate the purchase and distribution of inveptitems fron
numerous distribution centers;

* receive, process and ship orders on a timely |

* manage the accurate billing and collections foruiamds c
customers;

* process payments to supplis

» facilitate the manufacturing and assembly of mddgraducts
and

e generate financial informatic

Our business also depends on the proper functioofngur critica
facilities, including our national logistics cente®ur results ¢
operations could be adversely affected if theseesys or facilities, ¢
our customers' access to them, are interrupted, agadh b
unforeseen events, cyber security incidents orrodiséons of thin
parties, or fail for any extended period of timenyAdata securit
breach could adversely impact our operations, testfiloperations
our ability to satisfy legal requirements, incluglithose related
patient-identifiable health information.

As further described below in "ltem 98entrols and Procedures",
Medical segment has implemented a medical busitnassformatio
project, which includes a new information system dertain suppl
chain and financial processes. If the system ftilsoperate ¢
intended, it could adversely affect Medical segmertfit and th
effectiveness of our internal control over finahcegporting.

Because of the nature of our business, we may becermvolved ir
legal proceedings that could adversely impact ourash flows o
results of operations.

Due to the nature of our businesses, which includesmanufactu
and distribution of healthcare products, we maymfrime to tim
become involved in disputes or legal proceedings.iffistance, son
of the products we manufacture or distribute mayleged to cau:
personal injury or violate the intellectual progerights of anothe
party, subjecting us to product liability or infgement claims. Whi
we generally obtain indemnity rights from the mamiéirers c
products we distribute and we carry product ligpilnsurance, it |
possible that liability from such claims could e&de thos
protections. Litigation is inherently unpredictgbleand th
unfavorable resolution of one or more of these llggaceeding
could adversely affect our cash flows or resultspdrations.

Acquisitions are not always as successful as we expthem to be.
An important element of our growth strategy hasleeacquire othi
businesses that expand or complement our existinginbésse
Acquisitions involve risks: we may overpay for aslmess or fail t
realize the synergies and other benefits we exgdemin the
acquisition; or we may encounter unforeseen acaogintinterna
control, regulatory or compliance issues.
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We depend on certain suppliers to make their raw mrials and
products available to us and are subject to fluctuons in costs o
raw materials and products.

We depend on the availability of various componentsnpound:
raw materials (including radioisotopes) and enexggplied by othe
for our operations. Any of our supplier relationshicould b
interrupted due to events beyond our control, idiclg nature
disasters, or could be terminated. A sustained Igujperruptior
could have an adverse effect on our business.

Our manufacturing businesses usebaited resins, cotton, latex, .
other commodities as raw materials in many produeties of o
and gas also affect our distribution and transpioriecosts. Prices
these commodities are volatile and have fluctuatgaificantly ir
recent years, so costs to produce and distributpragucts also ha
fluctuated. Due to competitive dynamics and contraclimitations
we may be unable to pass along cost increasesgioigher price:
If we cannot fully offset cost increases througheotcost reduction
or recover these costs through price increasesuarharges, ol
results of operations could be adversely affected.

Our global operations are subject to economic, pdical and
currency risks.

Our global operations are affected by local ecoroemvironment:
including inflation, recession, currency volatilignd competitior
Political changes also can disrupt our global opena, as well as o
customers and suppliers, in a particular locatile. may not be ab
to hedge or obtain insurance to protect us ag#iese risks, and a
hedges or insurance may be expensive and may moessfull
mitigate these risks.

Economic conditions may adversely affect demand forour
products and services

Deterioration in general economic conditions in theated States ar
other countries in which we do business could ablgraffect th
amount of prescriptions filled and timeimber of medical procedul
undertaken and, therefore, reduce purchases ofpoastucts an
services by our customers, which could adversdcabur results ¢
operations.

Item 1B: Unresolved Staff Comments
Not applicable

Item 2: Properties

In the United States, as of June 30, 2012, therRdgutical segme
operated 22 primary pharmaceutical distributionilifees and on
national logistics center; four specialty distribat facilities; one
specialty pharmacy and over 150 nuclear pharmabpradories
manufacturing and distribution facilitiesThe Medical segme
operated over 50 medicalrgical distribution, assemb
manufacturing, and research operation facilitiesr Onited State
operating facilities are located in 44 states anduerto Rico.

Outside the United States, as of June 30, 2012 Pbarmaceutic
segment operated two nuclear pharmacy laboratori€sanada ar
our Medical segment operated over 20 facilitiesdanada, tr
Dominican Republic, Malaysia, Malta, Mexico, andailand that

engage in manufacturing, distribution or resealochaddition, ou
Pharmaceutical and Medical segments utilized varidistributior
facilities in China.

As of June 30, 2012, we owned over 70 operatinijtias and lease
more than 200 operating facilities. Our principateutive offices al
headquartered in an owned building located at TW&@linal Place |
Dublin, Ohio.

We consider our operating properties to be in featiery conditiol
and adequate to meet our present needs. Howevenegudarly
evaluate operating properties and may make furétglitions an
improvements or consolidate locations as we segdortynities ti
expand our business.

Item 3: Legal Proceedings

In addition to the proceedings described below,¢igal proceeding
described in Note 9 of the "Notes to Consolidateidakcia
Statements" are incorporated in this "ltem [3egal Proceedings" |
reference.

In May and June 2012, Herman Kleid and Henry Stanle., eac
purported shareholders, filed derivative actionsehalf of Cardin:
Health, Inc. in the United States District Court fine Souther
District of Ohio against the current and certaimfer members of o
Board of Directors. A similar action was filed byafliel Himmel ir
the Common Pleas Court of Delaware County, Ohio isetudec
certain of our officers as defendants (the "Himmetion"). The
complaints allege that the defendants breached fideiciary dutie:
in connection with the DEA's recent suspension of bakelanc
Florida distribution center's registration to distite controlle:
substances, and the suspension and reinstatemsumtiofegistratior
at three of our facilities in 2007 and 2008. Thenhfiel Action als
makes claims based on corporate waste and unjusherent. Th
complaints seek, among other things, unspecifiechapodamage
against the defendants and an award of attorneg's. in July ar
August 2012, the defendants filed motions to dismal thre:
complaints.
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Item 4: Mine Safety Disclosures
Not applicable

Executive Officers of the Registrant
The following is a list of our executive officers af August 15, 201,

Name Age Paosition

George S. Barrett 57 Chairman and Chief Executive Officer

Jeffrey W. Henderson 47  Chief Financial Officer

Michael C. Kaufmann 49 Chief Executive Officer, Pharmaceutical segment
Donald M. Casey, Jr.
Craig S. Morford
Carole S. Watkins

Mark R. Blake

52 Chief Executive Offiddedical segment
53 Chief Legal and Compliance Officer
52 Chief Human Resources Qffice

41 Executive Vice President, Strategy and Corporate
Development

47 Executive Vice President, Gar@ounsel and
Corporate Secretary

Stephen T. Falk

The business experience summaries provided belowuioexecutiv
officers describe positions held during the lastefiyears (unle:
otherwise indicated).

Mr. Barrett has served as Chairman and Chief Exex@fficer sinci
August 2009. From January 2008 to August 2009,eneesl as Vic
Chairman of Cardinal Health and Chief Executiveicgif, Healthcar
Supply Chain Services. From 1999 until 2007, heal lehumber ¢
executive positions with Teva Pharmaceutical IndestLimited, i
generic and branded pharmaceutical manufacturegludimc
President and Chief Executive Officer of Teva Nowmerica
Corporate Executive Vice PresidenGlebal Pharmaceutical Mark
and a member of the Office of the Chief ExecutivBio®r, anc
President of Teva Pharmaceuticals USA.

Mr. Henderson has served as Chief Financial Offiiece May 200%

10

Mr. Kaufmann has served as Chief Executive Offiedrarmaceutic
segment, since August 2009. From April 2008 untilgAst 2009,
served as Group President, Pharmaceutical SuppiynChnd fror
April 2007 to April 2008, he was Group Presidengalihcare Supp
Chain Services—Medical.

Mr. Casey has served as Chief Executive Officerditd segmen
since April 2012. Before joining us, he served dse€ Executivi
Officer of the Gary and Mary West Wireless Healtistitute, a non-
profit research organization focused on loweringe thost ¢
healthcare through novel technology solutions, fidiswrch 2010 t
March 2012. Prior to that, he served as World Wigtanchis
Chairman, Comprehensive Care at Johnson & Johrasalevelope
and manufacturer of health care products, from 26009.

Mr. Morford has served as Chief Legal and Compka@dficer sinc
May 2009. From May 2008 to May 2009, he served d&ief
Compliance Officer. Prior to joining us he heldwamber of positior
in the U.S. Department of Justice including Actidgputy Attorne'
General of the United States from August 2007 todid@008.

Ms. Watkins has served as Chief Human ResourcegeDfsinci
2000.

Mr. Blake has served as Executive Vice Presidemtat&yy an
Corporate Development since October 2009. From Aug006 unt
October 2009, he held various business developmpesitions witl
Medco Health Solutions, Inc., a pharmacy benefitanagemel
services company, including Vice President, BusinBsvelopmel
and Senior Director, Business Development.

Mr. Falk has served as Executive Vice Presidente@d Counst
and Corporate Secretary since May 2009. From A007 to Ma
2009, he served as Executive Vice President an@&i@efounsel ¢
Healthcare Supply Chain Services.
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Part Il

Item 5: Market for Registrant’s Common Equity,
Related Stockholder Matters and Issuer Purchase

of Equity Securities

Our Common Shares are listed on the New York Stexkhang
under the symbol “CAH.The following table reflects the range
the reported high and low closing prices of our @wn Shares
reported on the New York Stock Exchange CompositpeTand tr
per share dividends declared for the fiscal yeagedJune 30, 201
and 2011 and from July 1, 2012 through the period endedogus
15, 2012.

High Low Dividends

Fiscal 2011

Quarter Ended:

September 30, 2010 $ 35.8¢ $ 29.9¢ $ 0.19¢
December 31, 2010 39.11 31.9¢ 0.19¢
March 31, 2011 42.8¢ 38.5¢ 0.19%
June 30, 2011 45.5¢ 40.6¢ 0.21¢
Fiscal 2012

Quarter Ended:

September 30, 2011 $ 46.8: $ 37.9¢ $ 0.21¢
December 31, 2011 45.4¢ 39.8¢ 0.21%
March 31, 2012 43.31 40.82 0.21%
June 30, 2012 43.3: 40.3: 0.237¢
Fiscal 2013

Through August 15, 2012 $ 4350 $ 39.12 $ 0.237¢

As of August 15, 2012 there were approximately 7@ ghareholde
of record of our Common Shares.

11

We anticipate that we will continue to pay quastexish dividends
the future. The payment and amount of future divitie remair
however, within the discretion of our Board of RQiters and wil
depend upon our future earnings, financial condjtiacapita
requirements and other factors.

Issuer Purchases of Equity Securities

Total
Number of  Approximate Dollar
Shares Value of Shares
Purchased That May Yet be
Total Average  as Part of Purchased
Number Price Publicly Under the
of Shares Paid per Announced  Program (2)(3) (in
Period Purchased (1, Share  Program (2) millions)
April 1 — 30,
2012 364 $ 41.4C 0 $ 45C
May 1 - 31,2012 1,342,83: 41.5¢ 1,342,17: 394
June 1 — 30, 201 2,287,65. 41.1¢ 2,286,16! 30C
Total 3,630,84i $ 41.3: 3,628,33 $ 30C

(1) Includes 218 , 332 and 2Zbmmon Shares purchased in April, May and
2012, respectively, through a rabbi trust as inmesits of participants in o
Deferred Compensation Plan. Also includes 146 ,&29 1,266estricted shart
surrendered in April, May and June 2012, respeltivey employees upc
vesting to meet tax withholding.

On November 3, 2010, our Board of Directors apptdoae$750 million sha
repurchase program, which was to expire on Nover@8e2013. During fisc
2012, we repurchased 10.3 million Common Sharefaan aggregate cost
$450 million under the plan.

On August 8, 2012, our Board of Directors approgedew $750 million sha
repurchase program, which expires on August 3152@hd canceled the sh
repurchase program which was to expire on Nover@be2013.

@)

©)
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Performance Graphs

In the past we have presented line graphs comp#rengumulative total return of our Common Sharéh the cumulative total return of t
Standard & Poor’'s Composite580 Stock Index (the "S&P 500 Index") and the Valiiee Healthcare Sector Index (the "Value L
Healthcare Sector Index"), an independently prepardex that includes more than 100 companies énhémalthcare industry. This year
have also included a comparison against the StdnflaPoor's Composite-500 Healthcare Index (the "S&P 500 Healthcare Ifdexr
independently prepared index that includes more &tacompanies in the healthcare industry. Next weado not intend to include the Va
Line Healthcare Index in our comparison of cumufatotal return. We are changing to the S&P 500ltHeare Index because we believe
be a more commonly used index by large healthcarganies.

Five Year Performance Graph

The following graph assumes, in each case, amlimitvestment of $100 on June 30, 2007, based ®@mtrket prices at the end of each fi
year through and includinjune 30, 2012 and reinvestment of dividends. The Value Line Itheare Sector Index, the S&P 500 Health
Index and the S&P 500 Index investments are weihbtethe basis of market capitalization at the teigig of each period. We have adju:
the market price of our Common Shares prior to At@1, 2009 to reflect the Spin-Off of CareFusionfagust 31, 2009.

$150.00 T
June 30,
$123.6§,,,/—/§1§‘2 73 2007 2008 2009 2010 2011 2012
A oy .
$109.48 — $120.17 Cardinal Health,
Yy ’ Inc. $ 100.0¢ $ 73.6¢ $ 44.4C $ 69.5¢ $ 95.9¢ $ 90.6-
st00.00 1200 P T
Al /.::::;j;,§19’1.10 S&P 500 Index 100.0( 86.8¢ 64.11 73.3¢ 95.8¢  101.1(
7N $90.62 Value Line
Healthcare Sectc
Index 100.0¢ 89.8¢ 77.82 85.2( 123.6¢ 132.7:
. S&P 500
$50.00 + SO +Cardinal Health. Inc Healthcare Index  100.0( 88.2¢ 78.1F 85.1¢ 109.4¢ 120.1%
- , Inc.
$44.40 ES&P 500 Index
4Value Line Healthcare Sector Index
OS&P 500 Healthcare Index
$0.00 t t t + !
2007 2008 2009 2010 2011 2012

Post Spin-Off Graph

We have included a second graph below to show wunutative total return compared with the cumulatol return of the S&P 500 Ind
the Value Line Healthcare Sector Index and the S&® Healthcare Index since the Sgiff-of our clinical and medical products businea
August 31, 2009. The line graph assumes, in easd, @ initial investment of $100 on August 31,26@@ough and including June 30, 2012
and reinvestment of dividends. We have adjustedrniiket price of our Common Shares on August 309260 reflect the Spin-Off.

$200.00 T
+ August 31, June 30, June 30, June 30,
$190.95 $180.33
. ¢ 2009 2010 2011 2012
$155.95 Cardinal Health, Inc. $ 100.0C $ 138.4f $ 190.9¢ $ 180.3:¢
$150.00 1 $145.31 A
: Aeyss $141.86 S&P 500 Index 100.0¢ 102.6¢ 134.2( 141.4¢
.$13845 $13420 —
: l — $141.48 Value Line Healthcare Sect
$129.25 Index 100.0(¢ 100.1( 145.31 155.9¢
102.68
$100.00 - o S&P 500 Healthcare Index 100.0( 100.5¢ 129.2¢ 141.8¢
$100.00 $100.55
100.10
$ +Cardinal Health, Inc.
$50.00 + BS&P 500 Index
4Value Line Healthcare Sector Index
0S&P 500 Healthcare Index
$0.00 f f |
31-Aug-09 30-Jun-10 30-Jun-11 30-Jun-12
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Item 6: Selected Financial Data
The consolidated financial data below includesballiness combinations as of the date of acquisitiahoccurred during these periods.
following selected consolidated financial data dtidae read in conjunction with the consolidatedafinial statements and related notes

“It

em 7—Management’s Discussion and Analysis ofdficial Condition and Results of Operations.”

(in_millions, except per Common Share amounts) 2012 2011 2010 2009 2008

Earnings Data:

Revenue $ 107,55 $ 102,64 $ 98,50: $ 9599: $ 87,40¢
Earnings from continuing operations $ 1,07C  $ 96€ $ 587 $ 75 % 847
Earnings/(loss) from discontinued operations (1) (0] ) 55 394 454
Net earnings $ 1,06¢ $ 95¢ % 64z $ 1,152  $ 1,301
Basic earnings/(loss) per Common Share:
Continuing operations $ 31C $ 271 $ 164 $ 21z  $ 2.37
Discontinued operations (1) — (0.02) 0.1t 1.1C 1.2¢
Net basic earnings per Common Share $ 31C $ 278 $ 17¢ % 32z % 3.68
Diluted earnings/(loss) per Common Share:
Continuing operations $ 3.06 $ 274  $ 16z $ 21C % 2.3¢
Discontinued operations (1) — (0.02) 0.1t 1.0¢€ 1.24
Net diluted earnings per Common Share $ 3.06 $ 27z $ 177 % 3.1 $ 3.57
Cash dividends declared per Common Share 0.882¢ 0.80C 0.72C 0.59% 0.50(
Balance Sheet Data:
Total assets $ 24,26( % 22,84¢ % 19,99C $ 2511¢ % 23,44¢
Long-term obligations, less current portion 2,41¢ 2,17¢ 1,89¢ 3,27: 3,68
Shareholders’ equity (2) 6,24 5,84¢ 5,27¢ 8,72t 7,74¢

@

@

On August 31, 2009, we separated the clinical andical products businesses from our other busisebseugh a pro rata distribution to shareholdé@lopercent of tr
then outstanding common stock of CareFusion andtineetriteria for classification of these businasas discontinued operations. During the fourthrtguaf fiscal 200¢
we committed to plans to sell our United Kingdbased Martindale injectable manufacturing busineghkin our Pharmaceutical segment, and met theerzzitfor
classification of this business as discontinuedrapgens. For additional information regarding disttoued operations, see Note 5 of tidotes to Consolidated Financ
Statements.”

As noted above, on August 31, 2009, we completediistribution to our shareholders of 81 percerthefthen outstanding common stock of CareFusiahratained th
remaining 41 million shares of CareFusion commaulstThe distribution of CareFusion common stockuo shareholders resulted in the recognition $8& billion non-
cash dividend.

13
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Item 7: Management’s Discussion and Analysis

Financial Condition and Results of Operations
The discussion and analysis presented below réde@nd should t
read in conjunction with, the consolidated finahatatements ar
related notes included in this Form KOUnless otherwise indicate
throughout this ManagemestDiscussion and Analysis of Finani
Condition and Results of Operations, we are rafgrrio ou
continuing operations.

Overview

We are a healthcare services company providingnphegutical an
medical products and services that help pharmaegspitals, surge
centers, physician offices and other healthcaresigess focus o
patient care while reducing costs, enhancing efficy and improvin
quality. We report our financial results in two pemts
Pharmaceutical and Medical.

During fiscal 2012, we achieved revenue of $107iliob and
increased our operating earnings by 18 percentli8 Billion. Ou
growth in revenue was due to increased volume frexisting
customers ($2.4 billion) and acquisitions ($2.4idml). The increas
in operating earnings reflects strong performanae oul
Pharmaceutical segment generic programs, the pesithpact o
acquisitions, and a $71 million gain realized upadiusting th
contingent consideration obligation associated with P4 Healthca
acquisition. Earnings from continuing operationgevap 11 perce
for the twelve months ended June 30, 2012 due #& fHcttor:
discussed above.

Our cash and equivalents balance was $2.3 bill®mofaune 3(
2012 , compared to $1.9 billion as of June 30, 20Ike increase

cash and equivalents was primarily attributablenéb cash provide
by operating activities of $1.2 billion partially offset by sha
repurchases of $450 million and cash dividends3®0$million . We
plan to continue to execute a balanced deploynmfeanailable capit:
to position ourselves for sustainable competitidlwvamtage and

enhance shareholder value.

Trends

Within our Pharmaceutical segment, we expect ree¢awecrease
fiscal 2013. The factors contributing to this des® include reduc
revenue as a result of brandedgeneric pharmaceutical conversi
and the expiration on September 30, 2012 of ourrpheeutice
distribution contract with Express Scripts, Inc.aBded-togeneris
pharmaceutical conversions impact our revenues usecaener
pharmaceuticals generally sell at a lower prica tthe correspondir
branded product and because some of our custoronarsesgener
products directly from manufacturers rather tharchasing from u:
Our contract with Express Scripts, Inc. was noteregd in connectic
with the combined pharmaceutical distribution caotrthat was ni
awarded to us following that company's merger Withdco Healtl
Solutions, Inc. We recognized approximately $9l0dni of revenur
from sales to Express Scripts, Inc. in fiscal 2042,0f which wa
classified as bulk sales.

In our Pharmaceutical segment, we also anticipateerf significar
new generic pharmaceutical product launches inalfis2013
However, the impact of these launches on our gmeagin can var
depending on the timing, size and number of ergrant

Within our Medical segment, variability in the cast commoditie
such as oibased resins, cotton, latex, diesel fuel and
commodities can have a significant impact on thst @ product
sold. Although commodity prices fluctuate, we da erpect chang:
in commodity prices to have a significant impact aur year-over-
year results of operations in fiscal 20

The Healthcare Reform Acts include a tax to be pgajidmedice
device manufacturers equal to 2.3 percent of theepfor whict
manufacturers sell their products, which is schedwb begin Janua
1, 2013. We manufacture and sell devices that,cbesehe current
proposed rules, will be subject to this tax. Thesa@e been propos:
to repeal this tax and modify the proposed ruléesickv if adoptec
may reduce the impact of this tax on us.

Acquisitions

We have completed several acquisitions since JuU¥)Q9, the large
of which were Kinray, P4 Healthcare and CardinahltfeChina, eac
of which was completed in fiscal 2011. In this Mgement'
Discussion and Analysis, we identify the contribati of ar
acquisition until the ongear anniversary of the acquisition. Us
this definition, for fiscal 2012 and 2011, acqu@is contribute
revenues of $2.4 billion and $2.9 billion, respeely, and operatir
earnings of $79 million and $61 million, respeclye

See Note 2 of the “Notes to Consolidated FinanStatements’for
more information on acquisitions.

Spin-Off of CareFusion

Effective August 31, 2009, we separated our clinmad medice
products business through the distribution to dwarsholders of ¢
percent of the then outstanding common stock ofeRasion an
retained the remaining 41 million shares of Caredfusommol
stock. During fiscal 2011 and 2010 , we dispose80million and11
million shares of CareFusion common stock, respelgti

We entered into a separation agreement with Carefras July 22
2009 to effect the Spi@ff and provide a framework for c
relationship with CareFusion after the S@Mf: In addition, ol
August 31, 2009, we entered into a transition ses/iagreement,
tax matters agreement and an accounts receivaliteifey agreeme
with CareFusion, among other agreements.

Under the transition services agreement, duringafig012 , 201Anc
2010 , we recognized $3 million , $65 million an@9$million ,
respectively, in transition service fee income.
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Under the tax matters agreement, CareFusion isgatell t
indemnify us for certain tax exposures and transadaxes prior t
the Spin-Off. The indemnification receivable was6%2million anc
$264 million at June 30, 2012 and 2QXr&spectively, and is includ
in other long-term assets in the consolidated a&laheets.

Under the accounts receivable factoring agreendeming fiscal2011
and 2010, we purchased $460 milliamd $606 million of CareFusi
trade receivables, respectively. The accounts vabk factorini
arrangement expired on April 1, 2011.

Results of Operations

Medical Segment

Medical revenue was positively impacted during dls@011 b
increased volume from existing customers ($354 ioni)l Thes
revenue gains were partially offset by the impddbst customers |
excess of gains ($165 million) and decreased volama result
strong demand for flu-related products in the pyiear ($51 million).

Cost of Products Sold

Consistent with the increases in revenue, our obgiroducts sol
increased $4.5 billion, or 5 percent, during fis2@ll2 and increas
by $3.8 billion, or 4 percent, during fiscal 2013ee the followin
gross margin discussion for additional drivers ictjpay cost @

Revenue
products sold.
Change Revenue Gross Margin

(in_millions) 2012 2011 2012 2011 2010
Pharmaceutical 4% 4% $ 97,928 $ 93,742 $ 89,79( Change Gross Margin
Medical 8% 2% 9,64 8,92 8750 (in millions) 2012 2011 2012 2011 2010

Total Segment 5% 4% $ 107,560 $ 102,66¢ $ 98,54( Gross margin 9% 10% $ 4541 $ 4167 $ 3,781
Corporate N.M. N.M. (15) (22 (37

Consolidated 5% 4% $ 107,55: $ 102,64: $ 98,50¢ Fiscal 2012 Compared to Fiscal 2011

Fiscal 2012 Compared to Fiscal 2011

Pharmaceutical Segment
Revenue was positively impacted during fiscal 2@%2acquisition
($2.3 billion) and increased sales to existing @ugrs ($2.0 billion).

Revenue from bulk sales was $40.2 billion and $&ill®n for fiscal
2012 and 2011, respectively. During fiscal 201%ereie from bul
sales decreased 4 percent as a result of the cioweof brande
pharmaceuticals to generic pharmaceuticals asagel shift in sal
mix for certain retail chain pharmacy customersntm-bulk from
bulk. Revenue from nobulk sales was $57.7 billion and $5
billion for fiscal 2012 and 2011, respectively. Raue from norbulk
sales increased 11 percent during fiscal 2012, griiyn due tc

acquisitions and the previously mentioned shifsafes. See “ltem 1-

Business” for more information about bulk and narklsales.

Medical Segment

Revenue was positively impacted during fiscal 2@l2 increase
volume from existing customers ($335 million), imding the positiv
impact from sales of seiftanufactured and private brand prod
and the transition during the fourth quarter ofcdis2011 of ot
relationship with CareFusion from a fee-k®rvice arrangement tc
traditional distribution model ($131 million). Thigransition ha
minimal impact on Medical segment profit.

Fiscal 2011 Compared to Fiscal 2010

Pharmaceutical Segment

During fiscal 2011, Pharmaceutical revenue wastpe$y impacte:
by acquisitions, net of divestitures ($2.7 billiard increased sales
existing customers ($1.8 billion). Revenue was tiegly impacte:
by losses of customers in excess of gains ($58ibm)il
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Pharmaceutical Segment
Gross margin increased $335 million in fiscal 2012.

Strong performance in our generic pharmaceuticabgiams
including the impact of new product launches, iasea gross marg
by $287 million.

Acquisitions positively impacted gross margin b $million.

Increased margin under branded and generic manuéacigreemen
(exclusive of related volume impact) had a posifivpact on gros
margin of $49 million, due in part to price appegmn on a fe\
specific generic pharmaceutical products.

Pharmaceutical distribution customer pricing changacluding
rebates (exclusive of the related volume impadyessely impacte
gross margin by an estimated $179 million. The eskvémpact ¢
these customer pricing changes was partially offseproduct mix
sourcing programs and other sources of margin.

Medical Segment
Gross margin increased $47 million in fiscal 2012.

Favorable product sales mix and increased salesnetesulted in
$100 million favorable impact to gross margin.

Increased cost of obbased resins, cotton, latex, and @
commodities used in our satfanufactured products decreased ¢
margin by $66 million.
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Fiscal 2011 Compared to Fiscal 2010

Pharmaceutical Segment
Gross margin increased $446 million in fiscal 2011.

Strong performance in our generic pharmaceuticabgiams
including the impact of new product launches, iasel gross marc
by $239 million.

Acquisitions, net of divestitures, positively imped gross margin |
$198 million.

Increased margin from branded pharmaceutical agreenfexclusiv
of the related volume impact) had a positive impatigross marg
of $72 million. The increase was primarily due tar gerformanc
under distribution service agreements and the itiansof certair
vendors to distribution service agreements.

Pharmaceutical distribution customer pricing changacluding
rebates (exclusive of the related volume impacteeskly impacte
gross margin by an estimated $99 million. The asltveémpact ¢
these customer pricing changes was partially offseproduct mix
sourcing programs and other sources of margin.

Medical Segment
Gross margin decreased $59 million in fiscal 2011.

Increased cost of oldased resins, cotton, latex, diesel fuel and
commodities used in our satfanufactured products decreased ¢
margin by $59 million.

Increased net sales volume resulted in a $22 miféworable impa
to gross margin.

In the first quarter of fiscal 2010, we realizedreeiime gain of $1
million as a result of the recognition of previousbeferre
intercompany revenue for sales to CareFusion.

Somewhat sluggish healthcare utilization disprapogtely affecte
surgical procedures and consequently our highegimg@roducts.

Distribution, Selling, General and Administrative Expenses

Change SG&A
(in millions) 2012 2011 2012 2011 2010
SG&A 6% 5% $ 2,671 $ 2,52¢ $ 2,397

Increased SG&A in fiscal 2012 was primarily dueatmuisitions ($6
million) and business system investments, includthg Medics
segment business transformation project. The iseréa SG&A ir
fiscal 2011 was primarily due to acquisitions, oktivestitures ($9
million).

SG&A also included costs related to the S@ifi-of $2 million, $1(
million and $11 million for fiscal 2012, 2011 an@1D, respectively.
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Segment Profit and Consolidated Operating Earnings

Segment Profit and Operating

Change Earnings

(in millions) 2012 2011 2012 2011 2010
Pharmaceutical 17% 31% $ 155¢ $ 132¢ $ 1,011
Medical (11)% (13)% 33z 372 42¢

Total segment profit 11% 18 % 1,89( 1,702 1,44C
Corporate N.M. N.M. (98) (189) (139)

Total consolidated

operating earnings 18% 16% $ 1,79 $ 151< $ 1,307

Segment Profit

We evaluate the performance of the individual segmbased upo
among other things, segment profit, which is segmewenue, les
segment cost of products sold, less segment SG&&reses. We ¢
not allocate restructuring and employee severaamgyisitionrelatec
costs, impairments and (gain)/loss on sale of asskigatior
(recoveries)/charges, net, certain investment éinek apending to o
segments. These costs are retained at Corporagstinent spendit
generally includes the first year spend for certpijects whic
require incremental strategic investments in thenf@f additions
operating expenses. We encourage our segments eatify
investment projects which will promote innovatiamdgprovide futur
returns. As approval decisions for such projeces dependent upr
executive management, the expenses for such popme ofte
retained at Corporate. In addition, S@fi costs included withi
SG&A are not allocated to our segments. See Notaf e "Notes t
Consolidated Financial Statements" for additionafiorimation ol
segment profit.

Pharmaceutical Segment Profit

The principal drivers for the increase in fiscall20and 2011 we
strong performance in our generic pharmaceuticabgmams
including the impact of new product launches, thsifve impact c
acquisitions, and increased margin under brandealnpiceutic:
agreements, offset by the unfavorable impact ofrmphaeutice
distribution customer pricing changes. See theudision of gros
margin above for further information on these drive

Segment profit from bulk sales increased $19 nnillio fiscal 201,
over fiscal 2011 and was 10 percent of Pharmacdigagment prof
in both years. Segment profit from nbotk sales increased $:
million in fiscal 2012 over fiscal 2011 and was 9@rcent c
Pharmaceutical segment profit in both years. Thenege
pharmaceutical programs and acquisitions discuabesge primaril
impacted segment profit from non-bulk sales.

Medical Segment Profit

The principal drivers for the decrease in fiscall20were th
increased cost of commodities used in our sefiufactured produc
and an increase in SG&A expenditures, including timpact o
business system investments. These items weralpadffset by th
favorable impact of product sales mix and increasstdsales volum
See the discussion above for further informatiorth&se drivers.
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Results for fiscal 2011 were adversely affectedrzyeased cost
commodities used in our setffanufactured products partially off
by increased sales volume. Results also were iragably thi

Litigation (Recoveries)/Charges, Net
During fiscal 2010, we recognized income of $41lioml resulting

negative year-over-year impact of recognizing sctdl 2010 a one- from settlement of a class action antitrust clamwihich we were

time gain related to previously deferred intercompaevenue fc
sales to CareFusion.

Consolidated Operating Earnings
In addition to revenue, gross margin and SG&A dised abov
operating earnings were impacted by the following:

(in millions) 2012 2011 2010

Restructuring and employee severance $ 21 % 15 $ 91
Acquisition-related costs 33 90 19
Impairments and loss on disposal of assets 21 9 28
Litigation (recoveries)/charges, net 3 6 (62)

Restructuring and Employee Severance

Fiscal 2011 and 2010 restructuring and employeersece charg
included $7 million and $65 million, respectivelgf costs arisin
from the Spin-Off.

Acquisition-Related Costs

Acquisitiontelated costs for fiscal 2012 included income rem
upon adjusting the contingent consideration obiagatincurred i
connection with the P4 Healthcare acquisition. Tdrener owners ¢
P4 Healthcare had the right to receive certainingaht paymen
based on targeted earnings before interest, talegweciation, ar
amortization ("EBITDA"). As a result of changesanr estimate ¢
performance in future periods due in large path®loss of revent
from a significant customer of the P4 Healthcagaéy business
fiscal 2012, we revised the timing and amount of HBA estimate
and made changes in probability assumptions wiipeet to th
likelihood of achieving the EBITDA targets. Thedsanges, couple
with the progress of discussions with the formenexs regarding ¢
early termination and settlement of the contingennhsideratio
obligation, resulted in a $71 million decreasehia fair value of th
obligation to $4 million at June 30, 2012. In eadlyly 2012, w
reached final settlement and payment of the remgim@ontinger
consideration liability for $4 million See Note 2 of the "Notes
Consolidated Financial Statements" for addition&bimation on thi
item.

Amortization of acquisitionelated intangible assets was $78 mill
$67 million and $10 million for fiscal 2012, 2011ndh 2010
respectively.

Impairments and Loss on Disposal of Assets

During fiscal 2012, we recorded a charge of $18ionilto write off
an indefinite life intangible asset related to ¥ Healthcare tra
name. We have rebranded P4 Healthcare under thdinghHealt
Specialty Solutions name.

During fiscal 2010, we recognized an impairmentrgbhaof $1!
million related to the writelown of SpecialtyScripts, LLC ("Specia
Scripts"), a business within our Pharmaceuticalmsag. We sol
SpecialtyScripts during the third quarter of fis2alLO0.

class member. In addition, we recognized $26 mnillid income fo
insurance proceeds released from escrow afteatiitig, commence
against certain directors and officers in 2004, resslved.

Earnings Before Income Taxes and Discontinued
Operations

In addition to items discussed above, earningsrbeftcome taxe
and discontinued operations were impacted by theving:

Earnings Before Income Taxes

Change and Discontinued Operations
(in millions) 2012 2011 2012 2011 2010
Other income, net N.M. 61% $ @ $ 22 $ (23)
Interest expense, net 2% (18)% 95 93 11z
Loss on
extinguishment of deb  N.M. N.M. — — 4C
Gain on sale of
Investment in
CareFusion common
stock N.M. 67 % — (75) (45)

Interest Expense, Net
The decrease in interest expense for fiscal 2014 pianarily due t
favorable interest rate swaps.

Loss on Extinguishment of Debt

During fiscal 2010, we recognized a $40 millionddsom the earl
retirement of over $1.1 billion of debt securititggough a tend:
offer.

Gain on Sale of Investment in CareFusion Common St

We recognized $75 million and $45 million of incordering fisca
2011 and 2010, respectively, related to the saleuofinvestment i
CareFusion common stock.

Provision for Income Taxes

Generally, fluctuations in the effective tax rate alue to chang
within international and United States state effecttax rate
resulting from our business mix and discrete iteMseconciliatior
of the provision based on the federal statutorpine tax rate to o
effective income tax rate from continuing operasios as follows fc
fiscal 2012 , 2011 and 2010 (see Note 8 Mbtes to Consolidate
Financial Statementdbr a detailed disclosure of the effective tax
reconciliation):

2012 2011 2010

Provision at Federal statutory rate 35.C% 35(% 35.C%
State and local income taxes, net of federal benefi 2.3 2.€ 4.2
Foreign tax rate differential (2.3) (2.5) 3.9
Nondeductible/nontaxable items — 0.€ 0.2
Change in measurement of an uncertain tax posi
and an IRS settlement 0.9 24 iLg
Valuation allowances 0.1 (0.€) 2.9
Unremitted foreign earnings (0.2) (0.7) 13.¢
Other 1.2 (1.0 2.€

Effective income tax rate 37.C% 36.£% 51.€%
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Fiscal 2012 Compared to Fiscal 2011

The fiscal 2012 effective tax rate was favorablypacted by

settlement of the fiscal 2001 and 2002 IRS aud# (million or 2.
percentage points). The year-owyear comparison of the effect
tax rate was unfavorably impacted by the releasiésgal 2011 of

previously established deferred tax valuation afioee.

Fiscal 2011 Compared to Fiscal 2010

The effective tax rate was favorably impacted b§ #dllion, or 1.¢
percentage points, attributable to recognizing mamine tax expen
on the sale of CareFusion stock due to the rele&se previousl
established deferred tax valuation allowance. Afaworable charg
of $168 million, or 13.9 percentage points, attithle to earnings 1
longer indefinitely invested offshore in fiscal ZD1favorably
impacted the year-over-year comparison of the #ife¢ax rate.

Ongoing Audits

During fiscal 2012, the IRS closed audits of fis2@01 and 2002, ai
is currently conducting audits of fiscal years 2@6ugh 2010. W
have received proposed adjustments from the IRSfi$oal 200:
through 2007 related to our transfer pricing areangnts betwe¢
foreign and domestic subsidiaries and the transfeintellectua
property among subsidiaries of an acquired entitiorpto its
acquisition by us. The IRS has proposed additidagés of $84
million, excluding penalties and interest. If thé ultimately must t
paid, CareFusion is liable under the tax mattereergent for $5¢
million of the total amount. We disagree with thepeopose
adjustments, which we are contesting, and haveumted for th
unrecognized tax benefits related to them.

Earnings/(Loss) from Discontinued Operations

CareFusion operating results are included withimniegs fron
discontinued operations for all periods through diage of the Spin-
Off, and had a significant impact on earnings fraiscontinue
operations for fiscal 2010. See Note 5 in tiNotes to Consolidatt
Financial Statementsfor additional information on discontinu
operations.

Liquidity and Capital Resources

We currently believe that, based upon availableitapesource
(cash on hand), projected operating cash flow, acdess t
committed credit facilities, we have adequate ehpésources to fur
working capital needs; currently anticipated cdp#apenditure:
business growth and expansion; contractual obtigatipayments fi
tax settlements; and current and projected debicgerequirement
dividends and share repurchases. During fiscal 2@&2complete
several small acquisitions with cash on hand. Ifdeeide to engal
in one or more additional acquisitions, dependimgtioe size ar
timing of such transactions, we may need suppleahémding.

Cash and Equivalents

Our cash and equivalents balance was $2.3 billicluae 30, 2012
compared to $1.9 billion at June 30, 2011 . At JB®e2012, oul
cash and cash equivalents were held in cash deppsitcounts wit
major banks or invested in high quality, shigmm liquid investment
The increase in cash and equivalents during fidéaP was primaril
attributable to net cash provided by operatingviigs of $1.2 billior
and net proceeds of $290 million from the sale aphyment c
notes. During fiscal 2012we deployed $450 million of cash on st
repurchases, $300 million on dividends, $263 mmillion capite
expenditures, and $174 million on acquisitions.

During fiscal 2011, we deployed $2.3 billion of basn acquisition:
$291 million on capital expenditures, $274 million dividends ar
$270 million on share repurchases. During fiscal120nve receive
$706 million in proceeds from the sale of our remveg investment i
CareFusion common stock.

During fiscal 2010, we deployed $350 million of kat repa
floating rate notes at maturity, $260 million orpital expenditure
$253 million on dividends and $230 million on shaepurchase
During fiscal 2010, we completed a $1.1 billion tdé&nder using
portion of the $1.4 billion of cash distributedus from CareFusion
connection with the Spi@ff. We also received $271 million
proceeds from the sale of our investment in CareRusommol
stock and $154 million from divestitures.
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We use days sales outstanding (“DSCGdays inventory on hal
(“DIOH") and days payable outstanding (“DPOt) evaluate ot
working capital performance. DSO is calculatedradéd receivable
net divided by average daily revenue during the faenth of th
reporting period. DIOH is calculated as inventoridvided by
average daily cost of products sold and chargebalikgs during thi
last quarter of the reporting period. DPO is caltedl as accour
payable divided by average daily cost of productdd sanc
chargeback billings during the last quarter of theporting
period. Chargeback billings are the difference leefw a product
wholesale acquisition cost and the contract priatatdished betwer
the vendors and the end customer.

2012 2011 2010
Days sales outstanding 22.3 20.3 18.6
Days inventory on hand 23.9 225 215
Days payable outstanding 35.6 34.8 32.1

Changes in working capital can vary significantlgpdnding o
factors such as the timing of inventory purchasastomer paymer
of accounts receivable, and payments to vendatiseimegular cour:
of business.

DSO increased in fiscal 2012 as a result of the ib&dsegment
business transformation project implementation, cwhled to a
increase in trade receivables at June 30, 2012 HDii@reased i
fiscal 2012 as a result of inventory increasestedl@o onboarding .
new pharmaceutical customer and the Medical segsnénisines
transformation project implementation.

The increase in DSO in fiscal 2011 was driven by timpact o
acquisitions and the increase in DPO was due totitheng of
payments to vendors in the regular course of basine

The cash and equivalents balance at the end @l f&12includec
$380 million of cash held by subsidiaries outsifi¢he United State
Although the vast majority of this cash is avaitlibr repatriatior
permanently bringing the money into the United &atould trigge
U.S. federal, state and local income tax obligatioks a U.S. pare
company, we may temporarily access cash held by forgigr
subsidiaries without becoming subject to U.S. fatléncome ta
through intercompany loans.

In fiscal 2013, we expect two matters to adverséfigct our operatir
cash flows by approximately $500 million comparedfiscal 201z
Specifically, we anticipate that we will make cgsfiyments to tt
IRS as we work to reach resolution on audits afai2003 throug
2005; however, we can provide no assurance regatiilikelihoot
or timing of reaching resolutioe also expect a negative work
capital impact from the expiration of our contragith Expres
Scripts, Inc.

Ownership of CareFusion Common Stock

During fiscal 2011 and 2010, we disposed of 30iarill anc
11 million shares of CareFusion common stock fahcproceeds
$706 million and $271 million, respectively. We leamo remainin
ownership in CareFusion.

Credit Facilities and Commercial Paper

Our sources of liquidity include a $1.5 billisavolving credit facilit
and a $950 milliorcommitted receivables sales facility program
times, availability under our committed receivablgales facilit
program may be less than $950 million based on ivabke:
concentration limits and our outstanding eligibdeeaivables balanc
Our revolving credit facility expires in May 2086hd our committe
receivables sales facility program expires in Nokem2012. We
also have a commercial paper program of up to Billibn , backe:
by the revolving credit facility.

We had no outstanding borrowings from the commerpipe
program and no outstanding balance under the cdsdniéceivable
sales facility program at June 30, 2012 and 201#&. &¢o had r
outstanding balance under the revolving creditlifgcat June 3(
2012 and 2011 , except for $44 millioh standby letters of credit
each fiscal year. Our revolving credit and comrditteceivables sal
facility programs require us to maintain a consaiéd intere:
coverage ratio, as of any fiscal quarter end, deast 4-to-1land :
consolidated leverage ratio of no more than 3.25-tAs ofJune 3(
2012 , we were in compliance with these financialenants.

Held-to-Maturity Investments

We held high quality investment grade heldsaturity fixed incom
debt securities with an amortized cost basis of §ifllon and $14z2
million as of June 30, 2012 and 2011, respectively. Thessiment
vary in maturity date, ranging from one to six nfmtand pa
interest semi-annually.

Long-Term Obligations

As of June 30, 2012 , we had total long-term olvliges of $2.¢
billion compared to $2.5 billion at June 30, 201h May 2012, we
sold $250 millionaggregate principal amount of fixed rate notes
2017 with interest at 1.900% per year (“ 1.900%teN® in a
registered offering. The 1.900% Notes mature ore ) 2017. In
May 2012 , we also sold $250 milliaggregate principal amount
fixed rate notes due 2022 with interest at 3.200@t year (“3.200%
Note) in a registered offering. The 3.200%dotes mature ¢
June 15, 2022. These notes are unsecured and unsubord
obligations and rank equally in right of paymentttwall of oul
existing and future unsecured and unsubordinatddbitedness. V
used the proceeds to repay $206 million of our %@@$otes du
June 15, 2012 The remaining net proceeds will be used for ga
corporate purposes, which may include repayment otliel
indebtedness, including $300 millioaggregate principal of o
5.50% Notes due June 15, 2013 .
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Capital Expenditures

Capital expenditures during fiscal 2012 , 2011 a0d0 were$26:
million , $291 million and $260 million, respectively, primaril
related to information technology projects.

We expect capital expenditures in fiscal 2013 tddss than in fisc
2012. We anticipate that we will be able to fundsih expenditur
through cash provided by operating activities. &is2013 capit:
expenditures will be largely focused on informatit&chnolog
projects.

Dividends

During fiscal 2012 , we paid quarterly dividends$6X215per share
or $0.86per share on an annualized basis, an increase pérten
from fiscal 2011. On May 2, 2012, our Board of Bi@'s approved
10 percent increase in our quarterly dividend t®3$05 per share,
$0.95 per share on an annualized basis, payabllgri5, 2012 t
shareholders of record on July 1, 2012.

On August 8, 2012, our Board of Directors approvad 112tl
consecutive regular quarterly dividend, payablestb@reholders
record on October 1, 2012.

Share Repurchases

During fiscal 2012 and 2011, we repurchased $430Bomiand $25!
million of our Common Shares, respectively. At J@te 2012, w
had $300 million remaining under our then curreepurchas
authorization which was to expire November 30, 2013

On August 8, 2012, our Board of Directors approeesew $75
million share repurchase program, which expires ust@1, 201:
and canceled the share repurchase program whichtevasxpire
November 30, 201

Interest Rate and Currency Risk Management

We use foreign currency forward contracts, interag¢ swaps ai
commodity swaps to manage our exposure to cash Vanability.
We also use foreign currency forward contractsraiqet the value «
our existing foreign currency assets and liabsitend interest ra
swaps to protect the value of our debt. See Itenb@&law as well ¢
Notes 1 and 11 c*Notes to Consolidated Financial Statemerfts”
information regarding the use of financial instrumseand derivative
as well as foreign currency, interest rate and codity exposures.

Contractual Obligations
As of June 30, 2012our contractual obligations, including estim:
payments due by period, are as follows:

2014to 2016to  There-

(in millions) 2013 2015 2017 after Total
Long-term debt and short-ter
borrowings (1) $ 474 $ 526 $ 79z $ 1,07¢ $ 2,87(C
Interest on long-term debt 10€ 184 142 20t 63¢
Capital lease obligations (2) 2 1 21 — 24
Other long-term liabilities (3) 3 2 — — 5
Operating leases (4) 83 112 60 45 30C
Purchase obligations (5) 17t 84 6 5 27C

Total contractual obligations $ 842 $ 90¢ $ 1,022 $ 1,33: $ 4,107

(1) Represents maturities of our long-term debligations and other shotérm
borrowings excluding capital lease obligations désd below. See Note 7
“Notes to Consolidated Financial Statements” fotHar information.

(2) Represents maturities of our capital leaségabbns included within longerm
debt on our consolidated balance sheet.

(3) Represents cash outflows by period for cerwdirour longterm liabilities ir
which cash outflows could be reasonably estimaBsdtain longterm liabilities
such as unrecognized tax benefits and deferreds tameluding those related
the audits of fiscal 2003 through 2005, have beeituded from the table abao
because of the inherent uncertainty of the undeglyax positions or because
the inability to reasonably estimate the timingaof/ cash outflows. See Note ¢
“Notes to Consolidated Financial Statemenfs” further discussion of incor
taxes.

(4) Represents minimum rental payments and the relestichated future intere
payments for operating leases having initial or agnimg noneancelable lea:
terms as described in Note 9 of “Notes to Constdiddinancial Statements.”

(5) Purchase obligations are defined as an agreemgnirtihhase goods or servi
that is enforceable and legally binding and spéuifyall significant term:
including the following: fixed or minimum quantifeto be purchased; fixe
minimum or variable price provisions; and approxienaming of the transactic
The purchase obligation amounts disclosed aboveesept estimates of t
minimum for which we are obligated and the timeigin which cash outflow
will occur. Purchase orders and authorizations urclpase that involve no fir
commitment from either party are excluded from #imve table. In additio
contracts that can be unilaterally canceled witltermination fee or with prop
notice are excluded from our total purchase ohlgat except for the amount
the termination fee or the minimum amount of godast must be purchas
during the requisite notice period.

Recent Financial Accounting Standards
See Note 1 of “Notes to Consolidated Financial edtents” for a
discussion of recent financial accounting standards
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Critical Accounting Policies and Sensitive Accountig
Estimates

Critical accounting policies are those accountintiges that (i) ca
have a significant impact on our financial conditiand results «
operations for continuing operations and (ii) reguise of comple
and subjective estimates based upon past experiezt
managemen$ judgment. Other companies applying reasol
judgment to the same facts and circumstances cmudlop differer
estimates. Because estimates are inherently untceatetual resul
may differ. In this section, we describe the pekciapplied i
preparing our consolidated financial statements thmanageme
believes are the most dependent on estimates authptons. F¢
additional accounting policies, see Note 1 Nbtes to Consolidatt
Financial Statements.”

Allowance for Doubtful Accounts

Trade receivables are primarily comprised of am®uwed to u
through our distribution businesses and are predemiet of a
allowance for doubtful accounts of $126 million ati34 million a
June 30, 2012 and 2011, respectively. We also geofinancing t
various customers. Such financing arrangementseréiiogn 90 day
to 10 years at interest rates that generally abgestito fluctuatior
Interest income on these arrangements is recogrigetiis earne
Financings may be collateralized, guaranteed byd tipiarties c
unsecured. Finance notes and accrued interestvabbes ar
recorded net of an allowance for doubtful accowfit816 million an:
$15 million at June 30, 2012 and 2011, respectjvahy are include
in other assets (current portion is included inppid expenses a
other). We must use judgment when deciding whdthextend cred
and when estimating the required allowance for tfallccounts.

The allowance for doubtful accounts includes pdidfand specifi
reserves. We determine the appropriate allowancerdwewing
accounts receivable aging, industry trends, custdimancial strengt
and credit standing, historical writéf trends and payment histo
We also regularly evaluate how changes in econ@andlitions ma
affect credit risks.

Our methodology for estimating the allowance foulolful account
is assessed annually based on historical lossesambmic, busine
and market trends. In addition, the allowance igerged quarterl
and updated if appropriate. We may adjust the alme for doubtfi
accounts if changes in customeirf@iancial condition or genel
economic conditions make defaults more frequesevere.

The following table gives information regarding th#owance fa
doubtful accounts over the past three fiscal years.

(in millions, except percentages) 2012 2011 2010
Allowance for doubtful accounts $ 143 $ 15C $ 14C
Allowance as a percentage of customer receivables 2.2% 2.4% 2.6%
Allowance as a percentage of revenue 0.13% 0.152% 0.14%
Reduction to allowance for customer deductions and

write-offs 30 22 9
Addition to Allowance 22 27 27

A hypothetical 0.1 percent increase or decreasthénreserve as
percentage of trade receivables, s#yp® leases and finance nc
receivables at June 30, 201®ould result in an increase or decr¢
in bad debt expense of $6 million.

We believe the reserve maintained and expensesdeston fisca
2012are appropriate. At this time, we are not awararof analytice
findings or customer issues that might lead to gmiicant future
increase in the allowance for doubtful accounta ggrcentage of r
revenue.

Inventories

A substantial portion of inventories ( 69 percentd &0 percent ¢
June 30, 2012 , and 2011tespectively) are stated at the lower of
using the LIFO method, or market. These are prigmanerchandis
inventories at the core pharmaceutical distribufaarilities within ou
Pharmaceutical segment. The LIFO impact on the almaec
statements of earnings in a given year dependshannaceutic:
price appreciation and the level of inventory. Esicfor brande
pharmaceuticals tend to rise, which results inrammeiase in cost
products sold, whereas prices for generic pharntmedsi tend t
decline, which results in a decrease in cost ofipets sold.

The LIFO method presumes that the most recent tovgmpurchase
are the first items sold, so LIFO helps us bettatam current cos
and revenue. Using LIFO, if branded pharmaceuticadntory level
decline, the result generally will be a decreasefuture cost ¢
products sold: prices for branded pharmaceuticatsl tto rise ove
time, so our older inventory is held at a lowertc@onversely,

generic pharmaceutical inventory levels declineturel cost c
products sold generally will increase: prices forengric
pharmaceuticals tend to decline over time, so dderanventory i
held at a higher cost. We believe that the avexamg method ¢
inventory valuation reasonably approximates theremr cost c
replacing inventory within the core pharmaceutiadibtributior
facilities. Accordingly, the LIFO reserve is theffdrence betwee
(a) inventory at the lower of LIFO cost or markatigb) inventory ¢
replacement cost determined using the average wwmthod o
inventory valuation.

The remaining inventory is stated at the lowerastcusing the FIF
(“first in, first out”) method, or market. If we had used the ave
cost method of inventory valuation for all inventowithin the
Pharmaceutical distribution facilities, the valué aur inventorie
would not have changed in fiscal 2012 or 201Rrimarily becaus
prices for our generic pharmaceutical inventoriagehcontinued
decline, inventories at LIFO were $72 million arg@l iillion highe
than the average cost value as of June 30, 2018d, 2011 ,
respectively. We do not record inventories in escelsreplaceme
cost. As such, we did not record any changes inLtk© reserve i
fiscal 2012 and 2011 .

Inventories recorded on the consolidated balanemtshare net
reserves for excess and obsolete inventory, whiete $37 million
and $40 million at June 30, 2012 , and 2Q1ltespectively. W
determine reserves for inventory obsolescence basethistorics
experience, sales trends, specific categories vahitory and age
on-hand inventory. If actual conditions are less fabbe than ot
assumptions, additional inventory reserves mayehaired.
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Business Combinations

The purchase price of an acquired business isafidcto the asse
acquired and liabilities assumed based on theimagtd fair value
as of the date of acquisition, including identifalintangible asse:
The excess of the purchase price over the estinfateslalue of th
net tangible and identifiable intangible assetsuaed is recorded
goodwill. We base the fair values of identifiabtgaingible assets
detailed valuations that require management to msilgaifican
judgments, estimates and assumptions. Criticalmeastis an
assumptions include: expected future cash flowstfade name
customer relationships and other identifiable igthle asset:
discount rates that reflect the risk factors asged with future cas
flows; and estimates of useful lives. When an asitjan involve:
contingent consideration, we recognize a liabiktyual to the fa
value of the contingent consideration obligation thé date
acquisition. The estimate of fair value of a cogént consideratic
obligation requires subjective assumptions to bedenaegardin
future business results, discount rates and prbtiediassigned i
various potential business result scenarios. Sulesgcrevisions 1
these assumptions could materially change the atdirof the fa
value of contingent consideration obligations ahéréfore coul
materially affect our financial position or resutté operations. St
Note 2 of the“Notes to Consolidated Financial Statementef
additional information regarding our acquisitions.

Goodwill and Other Intangibles

Purchased goodwill and intangible assets with imieflives are nc
amortized, but instead are tested for impairmemtually or whe
indicators of impairment exist. Intangible assetsghwfinite lives

primarily customer relationships, trademarks antems, and non-

compete agreements, are amortized over their ulbedsl

Goodwill impairment testing involves a comparisdrtiee estimate
fair value of reporting units to the respective rgeng amount. |
estimated fair value exceeds the carrying amobet) ho impairme!
exists. If the carrying amount exceeds the estithéde value, then
second step is performed to determine the amouirhpéirment, i
any, which would be recorded as an expense to esults ©
operations. Application of goodwill impairment tesf involves
judgment, including the identification of reportingnits an
estimating the fair value of each reporting unit.réoorting unit i
defined as an operating segment or one level belowoperatin
segment (also known as a component).

We have two operating segments which are the samaraeportab
segments: Pharmaceutical and Medical. These opgrs¢igments a
comprised of divisions (components), for which die financie
information is available. Components are aggregatéal reporting
units for purposes of goodwill impairment testimgthe extent th
they share similar economic characteristics. Oporing units are
Pharmaceutical operating segment (excluding ourleauc an
pharmacy services division and Cardinal Health €hin
Pharmaceutical division); nuclear and pharmacy isesv division
Cardinal Health China -Pharmaceutical division; and Medi
operating segment.

Fair value can be determined using market, incomeaostbase:
approaches. Our determination of estimated fainevalf the reportin
units is based on a combination of the income-basedmarket-

based approaches. Under the mabased approach, we detern
fair value by comparing our reporting units to danibusinesses
guideline companies whose securities are activelgled in publi
markets. Under the incontesed approach, we use a discounted
flow model in which cash flows anticipated over el periods, plt
a terminal value at the end of that time horizar,discounted to the
present value using an appropriate rate of reftwnfurther confirn
the fair value, we compare the aggregate fair valueur reportini
units to our market capitalization. The use ofraldte estimates a
assumptions or changes in the industry or peer pgrocoul
materially affect the determination of fair value £ach reporting ur
and potentially result in goodwill impairment.

We performed annual impairment testing in fiscal2Q 201lanc
2010and concluded that there were no impairments oflgidbas the
fair value of each reporting unit exceeded itsyiag value. For ot
fiscal 2012 testing, we elected to bypass the aoptiqqualitativi
assessment, as permitted by the amended accougtiidanc
adopted during the year. See Note 6 of tNetés to Consolidat:
Financial Statementsfor additional information regarding goodv
and other intangible assets.

If we alter our impairment testing by increasing tfiscount rate
the discounted cash flow analysis by 1 percentetiséll would no
be any impairment indicated for any of our repa@timits for fisce
2012, 2011 or 2010.

Vendor Reserves

In the ordinary course of business, our vendors nadégpute
deductions taken against payments otherwise dubeim or asse
other billing disputes. These disputed transactemesresearched a
resolved based upon our policy and findings of tmesearc
performed. At any given time, there are outstandiegs in variou
stages of research and resolution. In determinppycgriate reservi
for areas of exposure with our vendors, we assastorica
experience and current outstanding claims. We hestblishe
various levels of reserves based on the type amcknd status ¢
review. Though the transaction types are relativedynsistent, w
periodically refine our estimate methodology by aifialy the resen
estimate percentages to reflect actual historigpegence. Chang
to the estimate percentages affect the cost ofustedsold in th
period in which the change was made.

Vendor reserves were $55 million and $41 millionJate 30, 201
and 2011, respectively. Approximately 72 percent of the de
reserve at the end of fiscal 20h2rtained to the Pharmaceut
segment compared to 65 percent at the end of fi2Ball . The
reserve balance will fluctuate due to variation®ofstanding clair
from period to period, timing of settlements, amkdfic vendo
issues, such as bankruptcies.

The ultimate outcome of specific claims may beeadi#ht than ot
original estimate and may require adjustment. Wleebe, howeve
that reserves recorded for such disputes are attedpsssed upc
current facts and circumstances.
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Provision for Income Taxes

Our income tax expense, deferred tax assets amdities, anc
unrecognized tax benefits reflect managensendssessment
estimated future taxes to be paid on items in tmesalidated financi
statements.

Deferred income taxes arise from temporary diffeesnbetwee
financial reporting and tax reporting bases of &saad liabilities, ¢
well as net operating loss and tax credit carryfods for ta
purposes. The following table presents informataiout our ta
position:

(in_millions) 2012 2011
Net deferred income tax assets $ 48C $ 542
Net deferred income tax liabilities 1,462 1,352
Net loss and credit carryforwards included in nefedred incom:

tax assets 12C 19¢
Net valuation allowance against deferred tax agdgts 86 15¢

(1) This valuation allowance primarily relates to femlestate and international lc
carryforwards for which the ultimate realizationfofure benefits is uncertain.

Expiring carryforwards and the required valuatidiov@ances ar
adjusted annually. After applying the valuatioroalances, we do n
anticipate any limitations on our use of any of ttker net deferre
income tax assets described above.

We believe that our estimates for the valuatiomvedinces again
deferred tax assets and unrecognized tax benefitsappropriat
based on current facts and circumstances. Howetlegr companie
applying reasonable judgment to the same facts cinedmstance
could develop different estimates. The amount wémately pa
when matters are resolved may differ from the ansancrued.

Tax benefits from uncertain tax positions are redogd when it i
more likely than not that the position will be sised upo
examination, including resolutions of any relatggeals or litigatio
processes, based on the technical merits. The @mecognized |
measured as the largest amount of tax benefitishgteater than ¢
percent likely of being realized upon settlemere Slote 8 of Notes
to Consolidated Financial Statementsi’ a detailed disclosure of 1
unrecognized tax benefits.

If any of our assumptions or estimates were to ghaan increase
decrease in our effective tax rate by 1 percentamings befol
income taxes and discontinued operations would ltavsed incorn
tax expense to increase or decrease by $17 mibiofiscal 2012 .

Share-Based Compensation

All sharebased payments to employees, including grants tidrug
are recognized in the consolidated statementsrofreg based on tl
grant date fair value of the award. The fair vaifiestock options |
determined using a lattice valuation model. We dwli the lattic
model provides reasonable estimates because thbability to tak
into account employee exercise patterns basedamgels in our stou
price and other variables and it provides for agearof inpu
assumptions.

We analyzed historical data to estimate option @gerbehaviors al
employee terminations to be used within the lattimedel. Th
expected life of the options granted was calculdteth the optiol
valuation model and represents the length of timgears that tt
options granted are expected to be outstandinged&gd volatilitie
are based on implied volatility from traded optiars our Commo
Shares and historical volatility over a period iofi¢ commensura
with the contractual term of the option grant (optén years. As
required, the forfeiture estimates will be adjustedreflect actus
forfeitures when an award vests. The actual farfeg in futur
reporting periods could be higher or lower than cunrent estimate
See Note 16 of "Notes to Consolidated FinanciateBtants" fo
additional information regarding share-based coragton.
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ltem 7A: Quantitative and Qualitative Disclosures
about Market Risk

Our businesses are exposed to cash flow and earfligjuations ¢
a result of certain market risks. These marketrigimarily relate t
foreign exchange, interest rate and commodity prtated change
We maintain a hedging program to manage volatitated to thes
market exposures which employs operational, econoranc
derivative financial instruments in order to mitigaisk. See Notes
and 11 of “Notes to Consolidated Financial Statesiefor furthe:
discussion regarding our use of derivative instnoisie

Foreign Exchange Rate Sensitivity

By nature of our global operations, our businesses®xposed to ca
flow and earnings fluctuations resulting from fgmriexchange ra
variation. These exposures are transactional aadslational i
nature. Principal drivers of this foreign exchaegeosure include tl
Canadian dollar, Chinese renminbi, European euapadese ye
Malaysian ringgit, Mexican peso, and Thai baht.

Transactional Exposure

Our businessedransactional exposure arises from the purchas
sale of goods and services in currencies other thanfunctiong
currency or the functional currency of our subgid® As part of ot
risk management program, at the end of each fiszad we perform
sensitivity analysis on our forecasted transacti@x@osure for th
upcoming fiscal year. The fiscal 2012 and fiscall2Gnalyse
utilized a currency portfolio model, encompassingthb impliec
volatility and historical correlation to estimatestnet potential gain
loss. These analyses included the estimated impfacur hedgin
program, which mitigates our transactional exposuke each ¢
June 30, 2012 and 2011ive had hedged approximately 45 perce
our businesses’transactional exposures. The following t:
summarizes the analysis as it relates to our tcdiosel exposure at
the impact of a hypothetical 10 percent increasgegrease:

(in millions) 2012 2011
Net estimated transactional exposure 357 374
Sensitivity gain/loss $ 36 $ 37
Estimated offsetting impact of hedges (12) (14)
Estimated net gain/loss $ 25 % 23

Translational Exposure

We have exposure related to the translation ohfiie statements
our foreign operations into U.S. dollars, our fuocal currency. W
perform a similar analysis as described above aélato thi:
translational exposure. We do not typically hedgey af oul
translational exposure and no hedging impact wakidied in ou
analysis at June 30, 2012 and 20The following table summariz
our translational exposure and the impact of a thgtacal 10 perce
strengthening or weakening in the U.S. dollar:

(in millions) 2012 2011
Net estimated translational exposure $ 63 $ 54
Sensitivity gain/loss $ 6 $ 5

Interest Rate Sensitivity

We are exposed to changes in interest rates phnearia result of ol
borrowing and investing activities to maintain lidigty and func
business operations. The nature and amount of angtérm an
shortterm debt can be expected to fluctuate as a resutusines
requirements, market conditions and other fact@us: policy is t
manage exposures to interest rates using a miked fand floatin
rate debt as deemed appropriate by management.tili¢e interes
rate swap instruments to mitigate our exposure ri@rést rat
movements.

As part of our risk management program, we perf@m annus
sensitivity analysis on our forecasted exposuriaterest rates for tt
following fiscal year. This analysis assumes a llgptical 10 perce
change in interest rates. At June 30, 2012 and 20h& potentic
increase or decrease in net annual interest expevter this analys
as a result of this hypothetical change was $2ioniland $1 millior
respectively.

Commodity Price Sensitivity

We are exposed to market price changes for comiaedincluding
oil-based resins, cotton, latex, and diesel fuel. Vpec@ly purchas
raw materials at market prices and some finisheddgoat price
based in part on a commodity price index. As pdrtoor risk
management program, we perform sensitivity analysis ou
forecasted commodity exposure for the followingcdisyear. OL
forecasted commodity exposure as of June 30, 2@tPeased fro
the prior year primarily as a result of commoditycps and chang
in purchasing volumes.

At June 30, 2012 and 2011we had hedged a portion of th
commodity exposures (see Note 11 dflotes to Consolidat:
Financial Statementsfor further discussion). The table bel
summarizes our analysis of these forecasted comynedposure
and a hypothetical 10 percent fluctuation in comityodrices as ¢
June 30, 2012 and 2011 :

(in millions) 2012 2011
Estimated commodity exposure $ 402 % 472
Sensitivity gain/loss $ 0 $ a7
Estimated offsetting impact of hedges (0] 2
Estimated net gain/loss $ 39 $ 45

We have additional exposure to commaodities thraighpurchase
finished goods and various other energiated commoditie
including natural gas and electricity through owrmal course ¢
business where our contracts are not directly teech commodit
index. We believe our total gross range of exposoreommodities
including the items listed in the table above, 30 million to $60
million as of June 30, 2012 .
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Item 8: Financial Statements and Supplementary Data

Report of Independent Registered Public Accourf&imm

Consolidated Financial Statements and Schedule:
Consolidated Statements of Earnings for the Figealrs Ended June 30, 2012, 2011 and 2010
Consolidated Balance Sheets at June 30, 2012 drid 20
Consolidated Statements of ShareholdEauity for the Fiscal Years Ended June 30, 200212and 2010
Consolidated Statements of Cash Flows for the Fiéears Ended June 30, 2012, 2011 and 2010
Notes to Consolidated Financial Statements
Schedule H—Valuation and Qualifying Accounts
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Shareholders of CardinaHealth, Inc.

We have audited the accompanying consolidated balaheets |

Cardinal Health, Inc. and subsidiaries as of Juhe2812 and 2011
and the related consolidated statements of eannistygreholders’

equity, and cash flows for each of the three yaatke period ende
June 30, 2012 Our audits also included the financial stater
schedule listed in the Index at Item 15(a)(2). Ehefnancia
statements and schedule are the responsibilityhef Gompany
management. Our responsibility is to express amiopion thes
financial statements and schedule based on outsaudi

We conducted our audits in accordance with thedstals of th
Public Company Accounting Oversight Board (Unitadt&s). Thos
standards require that we plan and perform the taladiobtair
reasonable assurance about whether the finanei@nsénts are fr
of material misstatement. An audit includes exangnion a te:
basis, evidence supporting the amounts and dig@ssin th
financial statements. An audit also includes assgdbhe accountir
principles used and significant estimates made layagement, |
well as evaluating the overall financial statempregsentation. W\
believe that our audits provide a reasonable Basisur opinion.

26

In our opinion, the financial statements referredabove prese
fairly, in all material respects, the consolidafethncial position ¢
Cardinal Health, Inc. and subsidiaries at June2B@2 and 2011 anc
the consolidated results of their operations aralr tbash flows fc
each of the three years in the period ended Jun€G02, in
conformity with U.S. generally accepted accountimipciples. Alsc
in our opinion, the related financial statement estifte, whe
considered in relation to the basic financial stepts taken as
whole, present fairly in all material respects if@rmation set fort
therein.

We also have audited, in accordance with the stasdaf the Publi
Company Accounting Oversight Board (United StateSardina
Health, Inc. and subsidiaries' internal control rofai@ancial reportin
as of June 30, 2012 , based on criteria establishedernal Control-
Integrated Framework issued by the Committee of nSpon¢
Organizations of the Treadway Commission and oontedate:
August 22, 2012 expressed an unqualified opinienethin.

/sl Ernst & Young LLP
Ernst & Young LLP
Columbus, Ohio
August 22, 2012
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Cardinal Health, Inc. and Subsidiaries

Consolidated Statements of Earnings

(in_millions, except per Common Share amounts) 2012 2011 2010
Revenue $ 107,55: 102,64« 98,50
Cost of products sold 103,01 98,48: 94,72
Gross margin 4,541 4,162 3,781
Operating expenses:
Distribution, selling, general and administrativpenses 2,671 2,52¢ 2,397
Restructuring and employee severance 21 15 91
Acquisition-related costs 33 90 19
Impairments and loss on disposal of assets 21 9 29
Litigation (recoveries)/charges, net 3) 6 (62)
Operating earnings 1,792 1,51¢ 1,307
Other income, net Q) (22) (13)
Interest expense, net 95 93 113
Loss on extinguishment of debt _ _ 40
Gain on sale of investment in CareFusion — (75) (45)
Earnings before income taxes and discontinued tipasa 1,69¢ 1,51¢ 1,212
Provision for income taxes 62¢ 552 62E
Earnings from continuing operations 1,07 96¢€ 587
Earnings/(loss) from discontinued operations, fi¢an 1 ©) 55
Net earnings $ 1,06¢ 95¢ 642
Basic earnings/(loss) per Common Share:
Continuing operations $ 3.1C 277 1.64
Discontinued operations — (0.02) 0.1
Net basic earnings per Common Share $ 3.1C 2.7¢ 1.7¢
Diluted earnings/(loss) per Common Share:
Continuing operations $ 3.0€ 2.74 1.62
Discontinued operations — (0.02) 0.1t
Net diluted earnings per Common Share $ 3.0€ 2.72 1.77
Weighted average number of Common Shares outstgndin
Basic 34E 34¢ 35¢
Diluted 34¢ 358 361

The accompanying notes are an integral part oktheasolidated statements.
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Cardinal Health, Inc. and Subsidiaries
Consolidated Balance Sheets

June 30, June 30,
(in millions) 2012 2011
Assets

Current assets:

Cash and equivalents $ 227, $ 1,92¢
Trade receivables, net 6,35¢ 6,15¢€
Inventories 7,86¢ 7,334
Prepaid expenses and other 1,017 897

Total current assets 17,51( 16,31¢
Property and equipment, net 1,551 1,512
Goodwill and other intangibles, net 4,392 4,25¢
Other 807 75€

Total assets $ 24,26( % 22,84¢

Liabilities and Shareholders’ Equity
Current liabilities:
Accounts payable $ 11,72¢  $ 11,33:
Current portion of long-term obligations and otkbort-term borrowings 47€ 327
Other accrued liabilities 1,972 1,711

Total current liabilities 14,17+ 13,37(
Long-term obligations, less current portion 2,41¢ 2,17¢
Deferred income taxes and other liabilities 1,424 1,452
Shareholders’ equity:

Preferred Shares, without par value:

Authorized—500 thousand shares, Issued-rone — —
Common Shares, without par value:

Authorized—755 million shares, Issued-364 million shares ajune 30, 2012and 2011 2,93( 2,89¢
Retained earnings 4,09: 3,331
Common Shares in treasury, at c@it:million shares and 12 million shareslahe 30, 2012and 2011, respectively (81€) (457)
Accumulated other comprehensive income 37 77

Total shareholders’ equity 6,24 5,84¢

Total liabilities and shareholders’ equity $ 2426 $ 22,84¢

The accompanying notes are an integral part oktbeasolidated statements.
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Cardinal Health, Inc. and Subsidiaries
Consolidated Statements of Shareholders' Equity

Common Shares Treasury Shares

Accumulated

Other Total

Shares Retained Comprehensive  Shareholders’
(in_millions) Issued Amount Earnings Shares Amount Income/(Loss) Equity
Balance at June 30, 2009 364 $ 303 $ 595 4 $ (3439 3 82 $ 8,72t
Comprehensive income:
Net earnings 64z 64z
Foreign currency translation adjustments (97) (97)
Unrealized gain on derivatives, net of tax 24 24
Unrealized gain on investment in CareFusion, neaof 61 61
Total comprehensive income 63C
Employee stock plans activity, including tax impat$16 million — (142 4 262 12C
Treasury shares acquired (@) (25C) (250)
Dividends declared (260) (260)
Non-cash dividend issued in connection with Spih-of (3,68¢) (3,68¢)
Balance at June 30, 2010 364 2,89( 2,643 (7 (331) 70 5,27¢
Comprehensive income:
Net earnings 95¢ 95¢
Foreign currency translation adjustments 72 72
Unrealized loss on derivatives, net of tax 4 4)
Reclassification of unrealized gain upon realizafiom sale of
remaining investment in CareFusion, net of tax (62) (61)
Total comprehensive income 96€
Employee stock plans activity, including tax impat#$14 million — 8 3 124 132
Treasury shares acquired 8 (250) (250)
Dividends declared (281) (281)
Other 6 6
Balance at June 30, 2011 364 2,89¢ 3,331 (12) (457) 77 5,84¢
Comprehensive income:
Net earnings 1,06¢ 1,06¢
Foreign currency translation adjustments (34) (34)
Unrealized loss on derivatives, net of tax (6) (6)
Total comprehensive income 1,02¢
Employee stock plans activity, including tax impat®$4 million — 32 1 91 12z
Treasury shares acquired (10) (450) (450)
Dividends declared (307) (307)
Balance at June 30, 2012 364 $ 2930 $ 4,09 (21) $ (81¢e) $ 37 $ 6,244

The accompanying notes are an integral part oktbeasolidated statements.
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Cardinal Health, Inc. and Subsidiaries
Consolidated Statements of Cash Flows

(in millions) 2012 2011 2010

Cash flows from operating activities:

Net earnings $ 1,06¢ $ 95¢ $ 64z

(Earnings)/loss from discontinued operations 1 7 (55)
Earnings from continuing operations 1,07 96€ 587

Adjustments to reconcile earnings from continuipgmtions to net cash from operations:

Depreciation and amortization 32E 313 254
Loss on extinguishment of debt — — 40
Gain on sale of investment in CareFusion — (75) (45)
Impairments and loss on disposal of assets 21 9 29
Share-based compensation 85 80 10C
Provision for deferred income taxes 15€ 12€ 12C
Provision for bad debts 22 27 27
Change in fair value of contingent consideratiohgattion (72) ) —

Change in operating assets and liabilities, neffiefcts from acquisitions:

Decrease/(increase) in trade receivables (229) (457) 21
Decrease/(increase) in inventories (495) (665) 477
Increase in accounts payable 31¢ 1,35¢ 451
Other accrued liabilities and operating items, net (129 (280) (74)
Net cash provided by operating activities—contiguaperations 1,17¢ 1,39 1,981
Net cash provided by operating activities—discaundith operations — — 147
Net cash provided by operating activities 1,17¢ 1,39 2,13¢
Cash flows from investing activities:
Acquisition of subsidiaries, net of cash acquired (174 (2,300 (32)
Purchase of held-to-maturity securities and otheestments (35) (15€) —
Additions to property and equipment (263) (29)) (260)
Proceeds from divestitures and sale of propertyezpipment 3 3 15€
Proceeds from sale of CareFusion common stock — 70€ 271
Proceeds from maturities of held-to-maturity seeesi 92 10 —
Net cash provided by/(used in) investing activitieontinuing operations (377) (2,02¢) 137
Net cash used in investing activities—discontinopdrations — — (10)
Net cash provided by/(used in) investing activities (377) (2,02¢) 127
Cash flows from financing activities:
Payment of contingent consideration — (10) —
Net change in short-term borrowings 13 46 —
Reduction of long-term obligations (251) (229) (1,48¢)
Proceeds from long-term obligations, net of isseagwsts 49€ 49t —
Payment of premiums for debt extinguishment — — (66)
Proceeds from issuance of Common Shares 42 63 40
Tax disbursements from exercises of stock options 4) (14) (16)
Dividends on Common Shares (300) (274) (259)
Purchase of treasury shares (450) (270) (230)
Net cash used in financing activities—continuin@@ions (454) (2993 (2,01))
Net cash provided by financing activities—discon&d operations — — 1,28¢
Net cash used in financing activities (454) (199 (727)
Net increase/(decrease) in cash and equivalents 34E (826) 1,563¢
Cash and equivalents at beginning of year 1,92¢ 2,75k 1,221

Cach and anniivalante at and nf vaz <« 227/ <« 1 Q2¢C <« 2 7RE



Supplemental information:

Cash payments for interest

Cash payments for income taxes

Non-cash investing and financing transactions for:
Retained investment in CareFusion at date of Sgffin-O

Non-cash dividend in connection with Spin-Off

$
$

11¢€
512

11€
58¢

®© &

15¢
514

862
3,68¢

The accompanying notes are an integral part okthessolidated statements.
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Cardinal Health, Inc. and Subsidiaries
Notes to Consolidated Financial Statements

1. Basis of Presentation and Summary of

Significant Accounting Policies

Cardinal Health, Inc. is a healthcare services @mpproviding
pharmaceutical and medical products and servicest thelf
pharmacies, hospitals, surgery centers, physicifines and othe
healthcare providers focus on patient care whilduceng cost:
enhancing efficiency and improving quality. Referes to “we’
“our” and similar pronouns in these consolidated findreteEtement
are to Cardinal Health, Inc. and its majoritysned and controlle
subsidiaries unless the context otherwise requires.

Our fiscal year ends on June 30. References talf&@12 , 2015nc
2010in these consolidated financial statements arbediscal yeal
ended June 30, 2012, 2011 and 2010, respectively.

Basis of Presentation

Our consolidated financial statements include tbeoants of a
majority-owned and controlled subsidiaries, and all sigaif
intercompany transactions and amounts have beeminatied. T
conform to the current year presentation certaiorpyear balance
have been reclassified. The results of businesspsrad or dispose
of are included in the consolidated financial steats from th
effective date of the acquisition or up to the date disposa
respectively.

Reclassification

As announced on August 4, 2011, we changed oumitefi of
segment profit to exclude the amortization of asijioin-relatec
intangible assets and revised the prior period segmprofi
disclosures accordingly. These costs also wereassified fron
SG&A expenses to acquisitioetated costs on the consolide
statements of earnings. All comparative prior peiiteformation ha
been reclassified and there was no impact to dpgraarnings or n
earnings. See Notes 2 and 6 for further informatiegardin
acquisitionrelated costs and Note 15 for further informa
regarding segment profit.

Use of Estimates

Our consolidated financial statements are preparedcordance wit
accounting principles generally accepted in the téthi State
(“GAAP”). The preparation of financial statements in accore
with GAAP requires us to make estimates, judgmeatx
assumptions that affect the amounts reported in civesolidate
financial statements and accompanying notes. Ewangudgmen
and assumptions are used in the accounting antbslise related t
among other items, allowance for doubtful accournitsientory
valuation, business combinations, goodwill and rigthle asst
impairment, vendor reserves, shhased compensation, and ince
taxes. Actual amounts could ultimately differ frahese estimate
amounts.

Spin-Off of CareFusion Corporation

Effective August 31, 2009, we separated our clinevad medice
products businesses through a distribution to dareholders o081
percent of the then outstanding common stock oéRagion and

retained the remaining 41 milli®hares of CareFusion common st
(the “Spin-Off"). During fiscal 2011 and 2010 , vaésposed of30
million and 11 million shares of CareFusion common st
respectively. While we are a party to a separadgneement ar
various other agreements relating to the separatisa haw
determined that we have no significant continuimgpivement in th
operations of CareFusion. Accordingly, the opematiresults c
CareFusion are presented within discontinued ojpastfor al
periods presented.

Our Relationship with CareFusion

On July 22, 2009, we entered into a separation eageat witl
CareFusion to effect the Spf and provide a framework for c
relationship with CareFusion after the S@Mff: In addition, ol
August 31, 2009, we entered into a transition sesviagreement,
tax matters agreement and an accounts receivaliteifeg agreeme
with CareFusion, among other agreements. These emgres
including the separation agreement, provide foocallion of asset
employees, liabilities, and obligations (includinmvestment:
property and employee benefits; and tabated assets and liabilitit
attributable to periods prior to, at and after 8@in-Off and gover
certain relationships between CareFusion and as ¢ Spin-Off.

Under the transition services agreement, duringafig012 , 201Anc
2010 , we recognized $3 million , $65 million an@9$million ,
respectively, in transition service fee income.

Under the tax matters agreement, CareFusion isgatell t
indemnify us for certain tax exposures and transadaxes prior t
the Spin-Off. The indemnification receivable was6%2million anc
$264 million at June 30, 2012 and 2QIréspectively, and is includ
in other long-term assets in the consolidated &laheets.

Under the accounts receivable factoring agreememtpuwrchase
$460 million and $606 milliof CareFusion trade receivables du
fiscal 2011 and 201Prespectively. The accounts receivable factc
arrangement expired on April 1, 2011.

Cash Equivalents

We consider liquid investments purchased with aunitgt of three
months or less to be cash equivalents. The carryalge of cas
equivalents approximates fair value.

Receivables

Trade receivables are primarily comprised of am®uwwed to u
through our distribution businesses and are predemiet of a
allowance for doubtful accounts of $126 million &ti34 millionat
June 30, 2012 and 201 Xespectively. An account is considered
due on the first day after its due date. In acamcdawith contra
terms, we generally have the ability to charge amstrs service fe:
or higher prices if an account is considered past @Ve continuous
monitor past due accounts and establish appropestrves to cov
potential losses, which are based primarily onohisal collectior
rates and the credit worthiness of the customer. Wilte off any
amounts deemed uncollectible against the establisiiewance fc
doubtful accounts.
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We provide financing to various customers. Sucharfing
arrangements range from 90 days to 10 yeatsinterest rates tt
are generally subject to fluctuation. Interest meo on thes
arrangements is recognized as it is earned. Thandings may ¢
collateralized, guaranteed by third parties or ansed. Finance not
and accrued interest receivables were $84 millgomrént portiorb3<
million ) and $90 million (current portion $19 nidh ) atJune 3(C
2012 and 2011 respectively, and are included in other assetsdn
portion is included in prepaid expenses and othEilance note
receivable are reported net of an allowance forbtfaliaccounts ¢
$16 million and $15 million at June 30, 2012 and 20respectively
We estimate an allowance for these financing redsés based «
historical collection rates and the credit wortlssief the customer.

Concentrations of Credit Risk

We maintain cash depository accounts with majokbamd invest i
high quality, shorterm liquid instruments. Such investments
made only in instruments issued by highly rateditinsons. Thes
investments mature within three months and we naténcurred an
related losses.

Our trade receivables, lease receivables, finamtesnand accru
interest receivables are exposed to a concentrafienedit risk witt
customers in the retail and healthcare sectorsdiCresk can b
affected by changes in reimbursement and otherossimnpressure
impacting the healthcare industry. Such credit iskimited due t
supporting collateral and the diversity of the ous¢r base, includir
its wide geographic dispersion. We perform ongoiegedit
evaluations of our customerdinancial conditions and mainte
reserves for credit losses. Historically, such ésshave been with
our expectations.

Major Customers

The following table summarizes all of our customiie individually
account for at least 1fercent of revenue and their correspon
percent of gross trade receivables. The custometisei table belo
are serviced through our Pharmaceutical segment.

Percent of Gross
Trade Receivables at
June 30,

2012 2011
19% 20%
25% 31%

Percent of Revenue
2012 2011 2010

22% 22% 22%

21% 23% 24%

CVS Caremark Corporation

Walgreen Co.

Our pharmaceutical distribution contract with ExgeScripts, Inc
which expires on September 30, 2012was not renewed
connection with the combined pharmaceutical distidn contrac
that was not awarded to us following that compamy&rger witl
Medco Health Solutions, Inc. We recognized apprataty $9.C
billion of revenue from sales to Express Scripts, In fiscal 2012.
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We have entered into agreements with group punsbasiganizatior
(“GPOs") which act as purchasing agents that negotiate v
contracts on behalf of their members. Novation, La@ Premie
Purchasing Partners, L.P. are our two largest GP@&mlme
relationships in terms of revenue. Sales to membérthese tw
GPOs collectively accounted for 13 percent , 1l4cgetr and15
percent , for fiscal 2012 , 2011 and 2016@espectively. Our tra
receivable balances are with individual memberghef GPO, an
therefore no significant concentration of credskriexists with thes
types of arrangements.

Inventories

A substantial portion of our inventories ( 69 pertcand 70percent ¢
June 30, 2012 and 201tespectively) are valued at the lower of ¢
using the LIFO method, or market. These inventodss include
within the core pharmaceutical distribution fa@dg of ou
Pharmaceutical segment (“distribution facilitiesihd are primaril
merchandise inventories. We believe that the aeecagt method
inventory valuation provides a reasonable approkonaof the
current cost of replacing inventory within the distition facilities
As such, the LIFO reserve is the difference betw@grninventory ¢
the lower of LIFO cost or market and (b) inventaty replacemel
cost determined using the average cost methodsehiory valuatior

If we had used the average cost method of inventahyation for al
inventory within the distribution facilities, thealue of our inventorie
would not have changed in fiscal 2012 or fiscal 201nventorie
valued at LIFO were $72 million and $8 millidmnigher than th
average cost value as of June 30, 2012 and 2fEkbectively. We ¢
not record inventories in excess of replacement é&ssuch, we di
not record any changes in our LIFO reserve in fi2642 and 2011
Our remaining inventory is primarily stated at tbever of cost, usin
the FIFO method, or market.

Inventories presented in the consolidated balahests are net
reserves for excess and obsolete inventory whicke %87 million
and $40 million at June 30, 2012 and 2Qé&spectively. We reser
for inventory obsolescence using estimates basedhistorica
experience, sales trends, specific categories \va@hitory and age
on-hand inventory.

Cash Discounts

Manufacturer cash discounts are recorded as a amnpoo
inventory cost and recognized as a reduction of ebproducts sol
when the related inventory is sold.

Property and Equipment

Property and equipment are carried at cost lesuunagate
depreciation. Property and equipment held for aasderecorded at t|
lower of cost or fair value less cost to sell. Wreantain events 1
changes in operating conditions occur, an impaitrasgessment m
be performed on the recoverability of the carryamgounts.
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Depreciation expense is computed using the strdilghtmethod ove
the estimated useful lives of the assets, includimgital lease ass
which are depreciated over the terms of their rethge leases. W
use the following range of useful lives for our pecty and equipme
categories: buildings and improvements— 3 to y8%ars; machine
and equipment— 3 to 20 years; and furniture artlifes— 3 to7
years. We recorded depreciation expense of $24flomi, $24<
million and $233 million , for fiscal 2012 , 2011lnc 2010,
respectively.

The following table presents the components of eryp anc
equipment at June 30, 2012 and 2011 .

(in millions) 2012 2011
Land, building and improvements $ 1,12¢ $ 1,10¢
Machinery and equipment 2,291 2,05t
Furniture and fixtures 12C 114
Total property and equipment, at cost $ 35371 $ 3,27¢
Accumulated depreciation and amortization (1,98¢) (1,762)
Property and equipment, net $ 1551 $ 1,51

Repairs and maintenance expenditures are expersedcarrec
Interest on londgerm projects is capitalized using a rate
approximates the weighted average interest rate lamg-term
obligations, which was 4.49 percent at June 30220the amount ¢
capitalized interest was immaterial for all fisgahrs presented.

Business Combinations

The purchase price of an acquired business isa#idcto the asse
acquired and liabilities assumed based on theimastd fair value
as of the date of acquisition, including identifealintangible asse!
The excess of the purchase price over the estinfatedalue of th
net tangible and identifiable intangible assetsuaed is recorded
goodwill. We base the fair values of identifiabtgaingible assets
detailed valuations that require management to msikaifican
judgments, estimates and assumptions. Critical mastis an
assumptions include: expected future cash flowstfade name
customer relationships and other identifiable igthle asset:
discount rates that reflect the risk factors asgedi with future cas
flows; and estimates of useful lives. When an &gitjan involve:
contingent consideration, we recognize a liabiktyual to the fa
value of the contingent consideration obligation tae date
acquisition. The estimate of fair value of a cogént consideratic
obligation requires subjective assumptions to bedemaegardin
future business results, discount rates and prbtiediassigned
various potential business result scenarios. Sulesggrevisions 1
these assumptions could materially change the atginof the fal
value of contingent consideration obligations ahéréfore coul
materially affect our financial position or resuti§ operations. St
Note 2 for additional information regarding our aisitions.

Goodwill and Other Intangibles

Purchased goodwill and intangible assets with imieflives are nc
amortized, but instead are tested for impairmemtually or whe
indicators of impairment exist. Intangible assetsghwfinite lives

primarily customer relationships, trademarks antems, and non-

compete agreements, are amortized over their ubessl

Goodwill impairment testing involves a comparisdrtiee estimate
fair value of reporting units to the respective rgeag amount. |
estimated fair value exceeds the carrying amobef) ho impairme!
exists. If the carrying amount exceeds the estich&e value, then
second step is performed to determine the amouimhpéirment, i
any, which would be recorded as an expense to esults o
operations. Application of goodwill impairment test involves
judgment, including the identification of reportingnits an
estimating the fair value of each reporting unitréoorting unit i
defined as an operating segment or one level belowoperatin
segment (also known as a component).

We have twaperating segments which are the same as our adys
segments: Pharmaceutical and Medical. These opgrsgdigments a
comprised of divisions (components), for which dite financie
information is available. Components are aggregatéal reporting
units for purposes of goodwill impairment testimgthe extent th
they share similar economic characteristics. Oporing units are
Pharmaceutical operating segment (excluding ourleauc an
pharmacy services division and Cardinal Health €hin
Pharmaceutical division); nuclear and pharmacy isesv division
Cardinal Health China -Pharmaceutical division; and Medi
operating segment.

Fair value can be determined using market, incomeaostbase:
approaches. Our determination of estimated fainevalf the reportin
units is based on a combination of the income-based market-
based approaches. Under the mabased approach, we detern
fair value by comparing our reporting units to danibusinesses
guideline companies whose securities are activelgled in publi
markets. Under the incontesed approach, we use a discounted
flow model in which cash flows anticipated over el periods, plt
a terminal value at the end of that time horizar,discounted to the
present value using an appropriate rate of reftwnfurther confirn
the fair value, we compare the aggregate fair valueur reportini
units to our market capitalization. The use ofraldte estimates a
assumptions or changes in the industry or peer pgrocoul
materially affect the determination of fair value £ach reporting ur
and potentially result in goodwill impairment.

We performed annual impairment testing in fiscal2Q 201lanc
2010and concluded that there were no impairments oflgidbas the
fair value of each reporting unit exceeded itsyiag value. For ot
fiscal 2012 testing, we elected to bypass the aoptiqqualitativi
assessment, as permitted by the amended accougtiidanc
adopted during the year. See Note 6 for addition&rmatior
regarding goodwill and intangible assets.

Income Taxes

We account for income taxes using the asset ahilitjamethod. Th
asset and liability method requires recognitiordeferred tax asse
and liabilities for expected future tax consequenoé temporar
differences that currently exist between the tazelaand financi
reporting bases of our assets and liabilities. Befetax assets a
liabilities are measured using enacted tax rategh&n respectiv
jurisdictions in which we operate. Deferred taxes ot provided ¢
the unremitted earnings of subsidiaries outside tlod Unitec
States when it is expected that these earnings parenanentl
reinvested.
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Tax benefits from uncertain tax positions are redogd when it i
more likely than not that the position will be sised upo
examination, including resolutions of any relatggeals or litigatio
processes, based on the technical merits. The @mecognized |
measured as the largest amount of tax benefitishgteater tharb0
percent likely of being realized upon settlemente SNote 8 fc
additional information regarding income taxes.

Vendor Reserves

In the ordinary course of business, our vendors ndégpute
deductions taken against payments otherwise dubeim or asse
other billing disputes. These disputed transactemesresearched a
resolved based upon our policy and findings of tmesearc
performed. At any given time, there are outstandiegs in variou
stages of research and resolution. In determinppycgriate reservi
for areas of exposure with our vendors, we assastorica
experience and current outstanding claims. We hestblishe
various levels of reserves based on the type amcknd status
review. Though the transaction types are relativedypsistent, w
periodically refine our methodology by updating tleserve estima
percentages to reflect actual historical experienthe ultimat
outcome of certain claims may be different than aniginal estimat
and may require an adjustment. All adjustmentsetodor reserves ¢
included in cost of products sold. In addition, theerve balance w
fluctuate due to variations of outstanding claimmenf period ti
period, timing of settlements and specific vendssues, such
bankruptcies. Vendor reserves were $55 million &4d million at
June 30, 2012 and 2011 , respectively, excludimgl-arty returns
See separate section in Note 1 for a descriptighiaf-party returns.

Vendor Incentives

Fees for services and other incentives receivet frendors relatir
to the purchase or distribution of inventory areeyally reported as
reduction of cost of products sold in the consaédastatements
earnings. We consider these fees and other ineantie represe
product discounts, and as a result the amountsremerded as
reduction of product cost and are recognized thnarast of produc
sold upon sale of the related inventory.

Other Accrued Liabilities
Other accrued liabilities represent various -currestiligations
including certain accrued operating expenses arestpayable.

Share-Based Compensation

All sharebased compensation to employees, including grérgtok
options, is recognized in the consolidated statésnerf earning
based on the grant date fair value of the awarde. fair value ¢
stock options is determined using a lattice vatratmodel. Th
compensation expense recognized for all shased awards is net
estimated forfeitures and is recognized ratably dive service peric
of the awards. We classify shdrvased compensation expense wi
SG&A expenses to correspond with the same line @erthe majorit

of the cash compensation paid to employees. Howeeetain share-

based compensation incurred in connection with $pén-Off is
classified within restructuring and employee seneea See Note :
for additional information regarding share-baseghpensation.

Dividends
We paid cash dividends per Common Share of $0.86.78 anc
$0.70 , for fiscal 2012 , 2011 and 2010 , respebtiv

Revenue Recognition

We recognize revenue when persuasive evidence eframgemel
exists, product delivery has occurred or the sewiibave bet
rendered, the price is fixed or determinable, aontlectability is
reasonably assured.

Pharmaceutical

This segment recognizes distribution revenue wlittmn ttansfers t
its customers and the business has no further aildig to provid
services related to such merchandise.

Revenue for deliveries that are directly shipped dostome
warehouses from the manufacturer whereby we aah &stermediar
in the ordering and delivery of products is recadrdgross i
accordance with accounting standards addressingrtiegp revenu
on a gross basis as a principal versus on a n&t &asn agent. Tt
revenue is recorded on a gross basis since we aredit risk fron
the customer, bear the risk of loss for incompkHgments and ¢
not receive a separate fee or commission for thesaction and,
such, are the primary obligor. Revenue from thedessis recognize
when title transfers to the customer and we haviurtber obligatio
to provide services related to such merchandise.

Radiopharmaceutical revenue is recognized uponvetgli of the
product to the customer and after the business rwsfurthe
obligation to provide services related to such manclise.

Medicine Shoppe International, Inc. and Medicap rRia@ie:
Incorporated earn franchise fees. Franchise fepsesent monthl
fees that are either fixed or based upon franchisegles and a
recognized as revenue when they are earned.

Medical

This segment recognizes distribution revenue wlittmn ttansfers t
its customers and the business has no further aildig to provid
services related to such merchandise.

Sales Returns and Allowances

Revenue is recorded net of sales returns and alloyea W
recognize sales returns as a reduction of revendeast of produc
sold for the sales price and cost, respectivelyerwproducts a
returned. Our customer return policies generallguie that th
product be physically returned, subject to restagkifees, in

condition suitable to be added back to inventorg agsold at fu
value, or returned to vendors for credit (“mercladte product).
Product returns are generally consistent throughbet year an
typically are not specific to any particular protuzr custome
Amounts recorded in revenue and cost of produciid soder thi
accounting policy closely approximate what wouldvéabeel
recorded had we accrued for estimated sales retunthgllowances
the time of the sale transaction. Sales returns alogvances we
$1.8 billion , $1.7 billion and $1.5 billion , fdiscal 2012 , 201hnc
2010, respectively.
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Third-Party Returns

Since we generally do not accept moefchantable product retu
from our customers, many of our customers retummerchantabl
pharmaceutical products to our vendors througtd tharties. Sinc
our customers generally do not have a direct matiip with ou
vendors, our vendors pass the value of the retoras (usually in tr
form of an accounts payable deduction). We in fpass the val
received, less an administrative fee, to our custonin certai
instances, we pass the estimated value of thenréduour customi
prior to processing the deduction with our venddkthough we
believe we have satisfactory protections, we colodd subject t
claims from customers or vendors if our adminigrabf this overa
process was deficient in some respect or our cctohterms wit
vendors are in conflict with our contractual terwith our customer
We have maintained reserves for some of thesetisiisabased c¢
their nature and our historical experience withrthesolution.

Distribution Service Agreement and Other Vendor
Fees

Our Pharmaceutical segment recognizes fees receir@d its
distribution service agreements and other feesweddrom vendor
related to the purchase or distribution of the wesdnventory whe
those fees have been earned and we are entitlgéyiment. W
recognize the fees as a reduction in the carryatgevof the inventol
that generated the fees, and as such, the feeseeemgnized as
reduction of cost of products sold in our statermaritearnings whe
that inventory is sold.

Shipping and Handling

Shipping and handling costs are included in SG&Aeamses in ol
consolidated statements of earnings. Shipping asmbdimg cost
include all delivery expenses as well as all cdstsprepare tr
product for shipment to the end customer. Shippang handlin
costs were $360 million , $326 million and $294liwil , for fisca
2012 , 2011 and 201Q0respectively. Revenue received for ship
and handling was immaterial for all periods presént

Translation of Foreign Currencies

Financial statements of our subsidiaries outsideUhited States a
generally measured using the local currency as fthectiona
currency. Adjustments to translate the assets wmfdities of thes

foreign subsidiaries into U.S. dollars are accutedan shareholders’

equity through accumulated other comprehensive nrgcautilizing
periodend exchange rates. Revenues and expenses offtiesg
subsidiaries are translated using average excheatge during tr
year.

The foreign currency translation gains/(losses) luided ir
accumulated other comprehensive income/(loss) $@&Temillion anc
$71 million at June 30, 2012 and 2011respectively. Foreic
currency transaction gains and losses for the genie included in tt
consolidated statements of earnings in other (i®)@&rpense, ne
and were immaterial for fiscal 2012 , 2011 and 2010

Interest Rate, Currency and Commodity Risk

All derivative instruments are recognized at fafue on the balan
sheets and all changes in fair value are recogrilzet earnings |
shareholders’ equity through accumulated other comprehet
income, net of tax.

For contracts that qualify for hedge accountingtireent, our polic
requires that the hedge contracts must be effeativeducing the ris
associated with the exposure being hedged and lmeudésignated
a hedge at the inception of the contract. Hedgectffeness

assessed periodically. Any contract not designated hedge, or
designated but ineffective, is adjusted to faiueahnd recognized
net earnings immediately. If a fair value or calsiwfhedge ceases
qualify for hedge accounting, the contract wouldchtowue to b
carried on the balance sheet at fair value untilesk and futur
adjustments to the contrastfair value would be recognized
earnings immediately. If a forecasted transactioms wio longe
probable to occur, amounts previously deferredcicumulated othi
comprehensive income would be recognized immediatetarnings
See Note 11 for additional information regardingr alerivative
instruments, including the accounting treatment fostrument
designated as fair value, cash flow and econondgés

Earnings per Common Share

Basic earnings per Common Share (“EPS"fomputed by dividin
net earnings (the numerator) by the weighted aeenmagmber ¢
Common Shares outstanding during each period (&m®rdinator’
Diluted EPS is similar to the computation for BakieS, except th
the denominator is increased by the dilutive effettvested an
unvested stock options, restricted shares andatestrshare units
computed using the treasury stock method. The totethber ¢
Common Shares issued, less the Common Sharesrhelgasury, i
used to determine the Common Shares outstandirgNst&e 14 fc
additional information regarding EPS.

Recent Financial Accounting Standards

In January 2010, the Financial Accounting Standaigisarc
(“FASB") issued amended guidance regarding the disclosufair
value measurements. This guidance improves thesgemancy c
disclosures regarding the use of fair value measengs in financiz
statements. We adopted this guidance in fiscal 2@keept fo
certain disclosure requirements regarding grossigds in Level
measurements, which were effective for fiscal ydsrginning afte
December 15, 2010. We adopted this guidance ifitstequarter ¢
fiscal 2012. The adoption of this guidance didingtact our financic
position or results of operations.

In May 2011, the FASB issued amended accountindaggie relate
to the accounting and disclosure requirements df falue
measurements. This guidance clarifies the appdinadif existing fai
value measurement requirements and expands theloslis
requirements of Level 3 inputs. We adopted thiglgace during tt
third quarter of fiscal 2012. The adoption of tlgigidance did n¢
impact our financial position or results of opevas.

In June 2011, the FASB issued amended accountiitagee relate
to the presentation of comprehensive income. Thidagnce require
that comprehensive income, the components of regtmie and tr
components of other comprehensive income be predezither in
single continuous statement of comprehensive incaméan twc
separate but consecutive statements. In Decemlil, 20e FASI
deferred the effective date of the specific requeat to present iter
that are reclassified out of accumulated other cetmmsive incorr
to net income alongside their respective componehtset incom
and other comprehensive income. All other provisioof this
guidance
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will be effective for us and applied retrospectwéleginning in th
first quarter of fiscal 2013. The adoption of tlysidance will nc
impact our financial position or results of opevas.

In September 2011, the FASB issued amended acogugtiidanc
related to testing goodwill for impairment. Thisidance permits
company to assess qualitative factors to determihether it i
necessary to perform the tvetep quantitative goodwill impairme
test. A company is no longer required to calcuthtefair value of
reporting unit unless the company determines, bardtie qualitativ
assessment, that it is more likely than not theaegtimated fair val
is less than its carrying amount. We adopted thiglance durin
fiscal 2012, and for our fiscal 2012 annual impa&nntesting w
elected to bypass the optional qualitative assessras permitted t
the amended accounting guidance. The adoptionigfgtidance di
not impact our financial position or results of cgt@ns.

In December 2011, the FASB issued amended accaugtiidanc
related to the disclosures about financial instmit®ieand relate
arrangements that have been offset in the statemanfinancia
position. Companies will be required to provide thatet (offse
amounts) and gross information in the notes to fimancia
statements for relevant assets and liabilities #rat offset. Thi
guidance will be effective for us and applied rspectively in th
first quarter of fiscal 2014. The adoption of tlygidance will nc
impact our financial position or results of opevas.

In July 2012, the FASB issued amended accountindagae relate
to testing indefinitdived intangible assets for impairment. Simila
the amended accounting guidance related to goodwghirment,
company is no longer required to calculate the falue of a
indefinitedived intangible asset unless the company detemsminese
on a qualitative assessment, that it is more likblgn not that it
estimated fair value is less than its carrying amborhis guidanc
will be effective for us in fiscal 2014, with earbdoption permitte:
The adoption of this guidance will not impact oimahcial position ¢
results of operations.

2. Acquisitions

We have completed several acquisitions since JuB0Q9, includin
the fiscal 2011 acquisitions described below. Ttefprma results ¢
operations and the results of operations for adtpis since th
acquisition date have not been separately disclbseduse the effe
were not significant enough to the consolidateariial statement
individually or in the aggregate.

Kinray

On December 21, 2010we completed the acquisition of privat
held Kinray for $1.3 billion in an altash transaction. Kinray is
wholesale pharmaceutical distribution company whighmarily
serves retail independent pharmacies in the Nevwk Yioetropolital
area. The valuation of the acquired assets andlitied resulted i
goodwill of $984 million and identifiable intangilassets o$13:
million .
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Cardinal Health China

On November 29, 2010 we completed the acquisition of Card
Health China for $458 million , including the assutran of $57
million in debt. Cardinal Health China is a healthcareritistion
business headquartered in Shanghai, China. Theati@u of the
acquired assets and liabilities resulted in goddsfi$240 millionanc
identifiable intangible assets of $56 million .

P4 Healthcare

On July 15, 2010, we completed the acquisition o¥gtely helc
Healthcare Solutions Holding, LLC (“P4 Healthcarefgr $50¢€
million in cash and certain contingent consideration. Tdleation o
the acquired assets and liabilities resulted indgelb of $368 millior
and identifiable intangible assets of $226 million

In accordance with the acquisition agreement, asnaled, the form:
owners of P4 Healthcare had the right to receiwtate continger
payments based on targeted EBITDA. The contingensideratio
was limited to $100 milliorand to be earned over four measurel
periods, ending in fiscal 2014, and each measurempenod ha
specific targets and payout amounts. After compfetdf the firs
measurement period, in fiscal 2011, we paid $10lignil in
accordance with the agreement. As a result of ahaigour estima
of performance in future periods due in large partthe loss ¢
revenue from a significant customer of the P4 Hiealte legac
business that occurred in fiscal 2012, we revideal timing an
amount of EBITDA estimates and made changes in ghidity
assumptions with respect to the likelihood of acinig the EBITDA
targets. These changes, coupled with the progffedisaussions wit
the former owners regarding an early terminatiod aattlement ¢
the contingent consideration obligation, resultedai $71 million
decrease in the fair value of the obligation ton${lion at June 3(
2012. In early July 2012, we reached final settietn@and payment
the remaining contingent consideration liability #4 million . Se¢
Note 12 for an explanation of the fair value meamant for th
contingent consideration obligation.

Acquisition-Related Costs

We classify costs incurred in connection with asdigns a
acquisitionrelated costs in our consolidated statements ofiregs
These costs consist primarily of transaction castggration cost
changes in the fair value of contingent considematibligations ar
amortization of acquisition-related intangible ass€ransaction cos
are incurred during the initial evaluation of a etal targete
acquisition and primarily relate to costs to analymegotiate ar
consummate the transaction as well as due diligestévities
Integration costs relate to activities needed tmltioe the operatiol
of an acquired enterprise into our operations. \&omd changes
the fair value of contingent consideration obliga relating t
acquisitions as income or expense in acquisitedated costs. S
Note 6 for additional information regarding amaatibn o
acquisitionrelated intangible assets and Note 12 for addit
information regarding changes in the fair value adntingen
consideration obligations.
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3. Restructuring and Employee Severance

We consider restructuring activities to be prograwisereby w
fundamentally change our operations such as closag
consolidating certain manufacturing and distribatidacilities
moving manufacturing of a product to another lamatioutsourcin
production, employee severance (including ratiaivadi headcount
other significant changes in personnel) and readgroperation
(including substantial realignment of the managenstmcture of
business unit in response to changing market dondit

The following table summarizes our restructuringd aemploye
severance costs during fiscal 2012 , 2011 and 2010

(in millions) 2012 2011 2010

Employee-related costs (1) $ 2C $ 7 $ 33

Facility exit and other costs (2) 1 8 58
Total (3) $ 21 $ 15 $ 91

(1) Employeerelated costs primarily consist of termination Héseprovided t
employees who have been involuntarily terminated doplicate payroll cos
during transition periods.

(2) Facility exit and other costs consist of accelaetatiepreciation, equipme
relocation costs, project consulting fees and caswociated with restructuri
our delivery of information technology infrastruotuservices.

(3) We incurred restructuring expenses relatetthéoSpin-Off of $7 million an&$6E
million for fiscal 2011 and 2010 , respectively.

The following table summarizes activity related t@bilities
associated with our restructuring and employee ragnee activitie
during fiscal 2012 , 2011 and 2010 :

Employee Facility Exit
Related and Other
(in millions) Costs Costs Total
Balance at June 30, 2009 $ 13 $ 12 $ 25
Additions 33 58 91
Payments and other adjustments 37 (63) (100)
Balance at June 30, 2010 9 7 1€
Additions 7 8 15
Payments and other adjustments (20) 11 (21)
Balance at June 30, 2011 6 4 1C
Additions 22 1 23
Payments and other adjustments (12) 3 (15)
Balance at June 30, 2012 $ 16 $ 2 % 18

4. Impairments and Loss on Disposal of Assets
During fiscal 2012 , we recorded a charge of $ 1ian to write ofl
an indefinite life intangible asset related to ## Healthcare tra
name, an asset within our Pharmaceutical segmeatrelanded F
Healthcare under the Cardinal Health Specialty tRnig name.

During fiscal 2010 , we recognized an $ 18 milliopairment charg
related to the writelown of SpecialtyScripts, a business within
Pharmaceutical segment, to net expected fair Vel costs to se
See Note 5 for further information regarding thelesaot
SpecialtyScripts.

5. Discontinued Operations and Assets Held fi

Sale

As discussed in Note 1, during the first quarterfisfal 2010, w
completed the spinff of CareFusion. During the fourth quartel
fiscal 2010 , we completed the sale of the Unitddgldombasei
Martindale injectable manufacturing business ("Ntakale™) withir
our Pharmaceutical segment, for $141 million , itésy in a pretax
gain of $36 million. There were no assets and liabilities f
businesses held for sale at June 30, 2012 and.20&%h flows fror
discontinued operations are presented separatdiyeirconsolidate
statements of cash flows.

The results included in discontinued operationsfimal 2012 2011
and 2010 are summarized as follows:

(in_millions) 2012 (1) 2011 (1) 2010(2)
Revenue $ — $ — $ 691
Earnings before income taxes $ — 3 1 3 91
Income tax expense Q) 8) (36)

Earnings/(loss) from discontinued operations $ 1) $ @ % 55

(1) Primarily reflects subsequent changes in certdimeses made at the time of
Spin-Off.

(2) Reflects the results of Martindale through the datethe sale, the results
CareFusion through August 31, 2009, the date the-Sff was completed ar
subsequent changes in certain estimates made @ntef the Spin-Off.

During the third quarter of fiscal 2010, we comptetthe sale «
SpecialtyScripts and it met the criteria for cléisation as held fc
sale in our financial statements. The results cécityScripts at
reported within earnings from continuing operations the
consolidated statements of earnings through the afatale because
did not satisfy the criteria for classification adiscontinue
operations.

6. Goodwill and Other Intangible Assets

Goodwill

The following table summarizes the changes in teying amour
of goodwill, in total and by segment, during fis@€012 and 2011
The increase in the Pharmaceutical segment inl f&3# is primaril
due to the acquisition of Kinray, Cardinal Healttita and P
Healthcare. Goodwill recognized in connection witthest
acquisitions primarily represents the expected fiefrem synergie
of integrating these businesses as well as théirgiworkforce of th
acquired entities. See Note 2 for further discussiof thes
acquisitions.

(in_millions) Pharmaceutical Medical Total
Balance at June 30, 2010 $ 1,24¢ % 957 $ 2,20t
Gooduwill acquired, net of

purchase price adjustments 1,59¢ 33 1,632
Foreign currency translation

adjustments and other 6 3 9
Balance at June 30, 2011 2,85¢ 992 3,84¢
Goodwill acquired, net of

purchase price adjustments 16 114 13C
Foreign currency translation

adjustments and other 7 5) 2
Balance at June 30, 2012 $ 2,87¢ $ 1,10z $ 3,97¢
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Other Intangible Assets

Intangible assets with definite lives are amortizeer their useft
lives, which range from two to twenty yearsThe following tabl
summarizes other intangible assets by class asnaf 30, 2012 The
decrease in indefinite life intangible assets dyriiscal 2012 i
primarily due to the writeff of the P4 Healthcare trade name.
Note 4 for further discussion of this wi-off.

Gross Accumulated Net
(in millions) Intangible Amortization Intangible
Indefinite life intangibles:
Trademarks $ 17 $ — 3 17
Total indefinite life intangibles 17 — 17
Definite life intangibles:
Customer relationships 473 141 332
Trademarks and patents 45 36
Non-compete agreements 14 8
Other 93 43 50
Total definite life intangibles 62E 22¢ 397
Total intangibles $ 64z $ 22 % 414

The following table summarizes other intangibleetsdy class as
June 30, 2011 :

Gross Accumulated Net
(in_millions) Intangible Amortization Intangible
Indefinite life intangibles:
Trademarks $ 27 $ — $ 27
Total indefinite life intangibles 27 — 27
Definite life intangibles:
Customer relationships 39: 89 304
Trademarks and patents 43 25 18
Non-compete agreements 14 6 8
Other 86 3C 56
Total definite life intangibles 53€ 15C 38€
Total intangibles $ 56 $ 15C $ 413

The following table summarizes amortization durifigcal 2012,
2011 and 2010:

(in millions) 2012 2011 2010

Amortization of acquisition-related intangible asse $ 78 % 67 $ 10

Amortization of other intangible assets 1 1 1
Total amortization of intangible assets $ 79 $ 68 $ 11

Estimated annual amortization of intangible asgetss follows:$77
million , $67 million , $51 million , $43 million red $35 millionfor
fiscal 2013 through 2017 .
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7. Long-Term Obligations and Other Short-Term

Borrowings
The following table summarizes loigkm obligations and oth
short-term borrowings as of June 30, 2012 and 2011

(in millions) 2012 2011
1.900% Notes due 2017 $ 25C $ =
3.200% Notes due 2022 25C —
4.00% Notes due 2015 53€ 537
4.625% Notes due 2020 53¢ 50C
5.50% Notes due 2013 304 307
5.65% Notes due 2012 — 212
5.80% Notes due 2016 30% 307
5.85% Notes due 2017 16C 15€
6.00% Notes due 2017 20€ 21C
7.00% Debentures due 2026 12t 124
7.80% Debentures due 2016 37 37
Other obligations 183 11C
Total 2,894 2,50z
Less: current portion and other short-term borr@sin 47€ 327
Long-term obligations, less current portion $ 2418 $ 2,17%

Maturities of long-term obligations and other sherm borrowing
are as follows: $476 million , $1 million , $5261hkain , $21 million,
$792 million for fiscal 2013 through 2017 , ar$i,078 millior
thereafter.

Long-Term Debt

The 1.900% , 3.200% , 4.00% , 4.625% , 5.50% ,%.86.85%, anc
6.00% Notes represent unsecured obligations. T0@%& and7.80%
Debentures represent unsecured obligations of gialtet
Corporation (a whollyawned subsidiary), which Cardinal Health,
has guaranteed. None of these obligations are cutgea sinkini
fund and the Allegiance obligations are not redddengrior tc
maturity. Interest is paid pursuant to the termsthe obligations
These notes are effectively subordinated to thbiliii@s of ou
subsidiaries, including trade payables of $11.[fobil.

In May 2012 , we sold $250 millioaggregate principal amount
fixed rate notes due 2017 with interest at 1.90@#r year in

registered offering. The 1.900% Notes mature ore Iy 2017. In
May 2012 , we also sold $250 milliaggregate principal amount
fixed rate notes due 2022 with interest at 3.20@#r year in

registered offering. The 3.200% Notes mature one df) 2022.
These notes are unsecured and unsubordinated todoligiaand ran
equally in right of payment with all of our exisinand futur
unsecured and unsubordinated indebtedness.

In December 2010 , we sold $500 milliaggregate principal amot

of fixed rate notes due 2020 with interest at 4%2%er year (“
4.625% Notes”) in a registered offering. The 4.6288tes mature ¢

December 15, 2020 These notes are unsecured and unsubord

obligations and rank equally in right of paymentttwall of oul

existing and future unsecured and unsubordinatebitedness.
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The 5.50% Notes due 2013, 6.00% Notes due 201900% Notes
due 2017 , 4.625% Notes due 2020 , and 3.200% Nhie®02z
require us to offer to purchase the notes at 1@f%he principe
amount plus accrued and unpaid interest, if we lasgtefined chang
of control and specified ratings below investmenadg by S&F
Moody'’s, and Fitch.

On September 24, 20Q9we completed a debt tender announce
August 27, 20090r an aggregate purchase price, including an
tender premium but excluding accrued interest, &awbkexpenses,
$1.1 billion . In connection with this transactione incurred a préax
loss for the early extinguishment of debt of $40liori . The dek
tender was completed using a portion of the $1lHobiof casl
distributed to us from CareFusion in connectiorhwtiite Spin-Off.

Other Financing Arrangements

In addition to cash and equivalents, at June 3022hd 2011 ou
sources of liquidity included a $1.5 billi@m@emmercial paper progre
backed by a $1.5 billion revolving credit facilithat expires irMay
2016. The revolving credit facility exists largely tamport issuanct
of commercial paper as well as other sherta borrowings fc
general corporate purposes.

We also maintain a $950 milliocommitted receivables sales faci
program that expires in November 2012he committed receivabl
sales facility program exists largely to providquidity by selling
interests in our receivables.

We had no outstanding borrowings from the commerpiape
program and no outstanding balance under the cdeunieceivable
sales facility program at June 30, 2012 and 20We also had r
outstanding balance under the revolving creditlifgcat June 3(
2012 and 2011 , except for $44 milliof standby letters of credit
each fiscal year. Our revolving credit and comnditteceivables sal
facility programs require us to maintain a consatédl intere:
coverage ratio, as of any fiscal quarter end, deast 4-to-land
consolidated leverage ratio of no more than 3.25-tdAs ofJune 3(
2012 , we were in compliance with these financalenants.

We also maintain other shagrm credit facilities and an unsecu
line of credit that allowed for borrowings up tol®million and$17<
million at June 30, 2012 and 2011 , respectivelye $183 millior
and $110 million balance of other obligations ateli80, 2012anc
2011, respectively, consisted primarily of additionates, loans ar
capital leases.
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8. Income Taxes
Earnings before income taxes and discontinued tipesaare
follows for fiscal 2012 , 2011 and 2010 :

~

[}

(in millions) 2012 2011 2010
U.S. Operations $ 151« % 1,29¢ $ 98C
Non-U.S. Operations 184 21¢ 232
Earnings before income taxes and
discontinued operations $ 1,69¢ $ 151¢ $ 1,212

The provision for income taxes from continuing @iems consists
the following for fiscal 2012 , 2011 and 2010 :

(in millions) 2012 2011 2010

Current:

Federal $ 43C % 387 $ 43C

State and local 27 20 63

Non-U.S. 13 17 12
Total current $ 47C $ 424 $ 50&

Deferred:

Federal 124 92 10s

State and local 28 29 18

Non-U.S. 6 7 Q)
Total deferred $ 15€ 126 ¢ 12C
Provision for income taxes 62¢ $ 552 62F

A reconciliation of the provision based on the fadestatutor
income tax rate to our effective income tax ratemfrcontinuing
operations is as follows for fiscal 2012 , 2011 aAdO :

2012 2011 2010

Provision at Federal statutory rate 35.C% 35.(% 35.C%
State and local income taxes, net of federal benefi 2.2 2.6 4.2
Foreign tax rate differential 2.3 (2.5) 3.3
Nondeductible/nontaxable items — 0.6 0.2
Change in measurement of an uncertain tax posi
and an IRS settlement 0.9 24 1.3
Valuation allowances 0.1 (0.€) 2.3
Unremitted foreign earnings (0.2) (0.7 13.¢
Other 1.2 (1.0 2.6

Effective income tax rate 37.C% 36.4% 51.€%
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As of June 30, 2012 , we had $2.2 billiofi total undistribute
earnings from non-U.S. subsidiaries, of which $bilion are
intended to be permanently reinvested in tb8- operations. W
recorded a charge of $168 million during fiscal @Qa reflect th
anticipated repatriation of certain foreign earsing/ith respect to tt
earnings that are considered permanently reinvestedU.S. ta
provision has been accrued related to the repatmiadf thes
earnings. It is not practicable to estimate the @amof U.S. tax th:
might be payable on the eventual remittance of gachings.

Deferred income taxes arise from temporary diffeesnbetwee
financial reporting and tax reporting bases of &sand liabilities an
operating loss and tax credit carryforwards for maxposes. Tt
components of the deferred income tax assets afdities as c
June 30, 2012 and 2011 are as follows:

At June 30, 2012 we had gross federal, state and internationa
and credit carryforwards of $37 million , $523 naifl and $13¢
million , respectively, the tax effect of which is an agate deferre
tax asset of $120 millionSubstantially all of these carryforwards
available for at least three years or have an indefcarryforwar
period. Approximately $74 milliorof the valuation allowance
June 30, 2012&pplies to certain federal, state and internatidost
carryforwards that, in our opinion, are more likéan not to expi
unutilized. However, to the extent that tax besefilated to the:
carryforwards are realized in the future, the réiducin the valuatio
allowance would reduce income tax expense.

We had $654 million , $747 million and $731 milliohunrecognize
tax benefits at June 30, 2012 , 2011 and 2Qt@spectively. Th
June 30, 2012 , 2011 and 2010 balances include $883n , $33

(in_millions) 2012 2011 million and $311 million, respectively, of unrecognized tax ben:
perarredincomenadassers: that, if recognized, would have an impact on theative tax rate
Receivable basis difference ¢ 6 % 46 Thg remaining unreco_g.n.izet_j ta?< benefits_relateabo ppsitions f;
Acerued liabilities 107 108 which qlt|mate deduc_tlb_lhty is highly certayn_ béar wh_lgzh there i
uncertainty as to the timing of such deductibilRecognition of thes
Share-based compensation 90 97 tax benefits would not affect our effective taxeratVe include the f.
Loss and tax credit carryforwards 12€ 19¢  amount of unrecognized tax benefits in deferredine taxes ar
Deferred tax assets related to uncertain tax positi 11€ 157  other liabilities in the consolidated balance sbeAtreconciliation ¢
Other 85 97 the beginning and ending amounts of unrecognizedotmefits fo
Total deferred income tax assets $ 566 $ 701 fiscal 2012 , 2011 and 2010 is as follows:
Valuation allowance for deferred income tax assets (86) (158 (in millions) 2012 2011 2010
Net deferred income tax assets $ 48C  $ 54X Balance at beginning of fiscal year $ 747 $ 731 $  84¢
Deferred income tax liabilities: Additions for tax positions of the current year 16 16 43
Inventory basis differences $ (1067 $ (980  Additions for tax positions of prior years 68 58 9C
Property-related (180) (159 Reductions for tax positions of prior years 3 (20) (240)
Goodwill and other intangibles (14¢6) (700 settlements with tax authorities 172 (36) (10
Unremitted foreign earnings (64) (140)  Expiration of the statute of limitations (2) 2 (1)
Other ®) ()  Balance at end of fiscal year $ 654 $ 747 $ 731
Total deferred income tax liabilities $ (1,462 $ (1,359
Net deferred income tax liability s 987 $ (809) We recognize accrued interest and penalties relatethrecognize

Deferred tax assets and liabilities in the preagdable, after nettir
by taxing jurisdiction, are in the following capt® in the
consolidated balance sheet at June 30, 2012 arid:201

(in millions) 2012 2011
Current deferred income tax asset (1) $ 27 $ 28
Noncurrent deferred income tax asset (2) 6 1C
Current deferred income tax liability (3) (85¢) (763)
Noncurrent deferred income tax liability (4) (157) (85)
Net deferred income tax liability $ (982) $ (80¢9)

(1) Included in Prepaid expenses and other in the ¢iolased balance shee

(2) Included in Other assets in the consolidated balaheet:

(3) Included in Other accrued liabilities in the condated balance shee

(4) Included in Deferred income taxes and other lieibgiin the consolidated balai
sheets.
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tax benefits in income tax expense. As of June2Bd2 , 2011anc
2010 , we had $209 million , $267 million and $288llion ,
respectively, accrued for the payment of interest penalties. The
balances are gross amounts before any tax beagfitare included
deferred income taxes and other liabilities in ¢basolidated balan
sheet. For fiscal 2012 , we recognized $28 millmnbenefit fo
interest and penalties in income tax expense. Boalf 2011anc
2010 , we recognized $36 million and $35 millioh interest an
penalties in income tax expense, respectively.
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We file income tax returns in the U.S. federal gdiction, variou
U.S. state jurisdictions and various foreign juigtdns. With fev
exceptions, we are subject to audit by taxing aitibe for fisca
2003 through the current fiscal year.

The IRS closed its audits of fiscal 2001 and 200&ndj fiscal 201
and is currently conducting audits of fiscal 2068ough 2010. W
have received proposed adjustments from the IRSfisonl year
2003 through 2007 related to our transfer pricimgarsggement
between foreign and domestic subsidiaries and thasfer o
intellectual property among subsidiaries of an &eglentity prior ti
its acquisition by us. The IRS has proposed adtifitaxes of84¢
million , excluding penalties and interest. If this taxnudttely mus
be paid, CareFusion is liable under the tax matigreement fo$59:
million of the total amount. We disagree with these prog
adjustments, which we are contesting, and haveumted for th
unrecognized tax benefits related to them.

It is reasonably possible that there could be aghan the amount
unrecognized tax benefits within the next 12 mormthe to activitie
of the IRS or other taxing authorities, includinpposed assessme
of additional tax, possible settlement of audiuess (primarily IR!
audits of fiscal 2003 through 2005), or the exjmratof applicabl
statutes of limitations. We estimate that the ranfehe possibl
change in unrecognized tax benefits within the rigmonths is
decrease of approximately zero to $275 millipnexclusive c
penalties and interest.

9. Commitments, Contingent Liabilities and
Litigation

Commitments

The future minimum rental payments for operatingsés havin
initial or remaining norcancelable lease terms in excess of one
at June 30, 2012 are as follows: $83 million , $64lion , $4¢
million , $35 million , $25 million for fiscal 201&rough 2017 anc
$45 millionthereafter. Rental expense relating to operatiagds we
$86 million , $79 million and $80 million in fisc&l012 , 2011anc
2010, respectively. Sublease rental income was not nahter any
period presented.

Legal Proceedings

We become involved from time-tome in disputes, litigation ai
regulatory matters incidental to our business,uditlg government
investigations and enforcement actions, personglryinclaims
employment matters, commercial disputes, intelctpropert
matters, government contract compliance mattespudiés regardir
environmental cleanp costs, litigation in connection w
acquisitions and divestitures, and other matteisingr out of th
normal conduct of our business. We intend to vigelp defen
ourselves in such litigation. We do not believet ttiee outcome «
any pending litigation will have a material adversiect on ou
financial position or results of operations.
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Occasionally, we may suspect that products we naatwfe, marks
or distribute do not meet product specificationshlished standar
or regulatory requirements. In such circumstanaesinvestigate ar
take appropriate corrective action. Such actions lead to produ
recalls, costs to repair or replace affected prtsjutemporar
interruptions in product sales, and action by ratpuk.

We accrue for contingencies related to litigationd aregulator
matters. We accrue an estimated loss contingenourirtonsolidate
financial statements if it is probable that a lipihas been incurre
and the amount of the loss can be reasonably dstin&ecaus
litigation is inherently unpredictable and unfavadeadevelopments
resolutions can occur, assessing contingencidglidytsubjective an
requires judgments about future events. We reguladview
contingencies to determine whether our accruals aeldhte
disclosures are adequate. The amount of ultimaterway differ fror
these estimates.

We recognize income from the favorable outcomeitigfation whet
we receive the associated cash or assets.

We recognize estimated loss contingencies for alitim ani
regulatory matters and income from favorable resmiuof litigatior
in litigation (recoveries)/charges, net in our aditated statements
earnings.

On February 3, 2012 the DEA issued an order to shause ar
immediate suspension of our Lakeland, Florida ihgtion center
registration to distribute controlled substancesthie order, the DE
asserted that we failed to maintain required cdsitiegainst th
diversion of controlled substances. We filed a claimp and motio
for a temporary restraining order in the U.S. DastCourt for th
District of Columbia to enjoin the suspension of thakelan
facility's registration. The court granted the temgyy restrainin
order restoring the DEA registration but denied owotion for :
preliminary injunction on February 29, 2012, anc ttmmediat
suspension was reinstated. We appealed that decisiche U.S
Court of Appeals for the D.C. Circuit. On May 1412, we entere
into a settlement agreement with the DEA. Upon ramgeinto the
agreement, we withdrew our appeal of the U.S. DistCourt'
decision not to grant us a preliminary injunction.

Under the settlement agreement with the DEA: (iy dakelanc
registration will remain suspended until May 15120(ii) we agree
to enhance certain procedures designed to detettpegvent th
diversion of controlled substances; and (iii) theAconfirmed that
was planning no further administrative actions ay af our othe
facilities based on conduct prior to the settlemdrite settlemel
agreement did not foreclose the possibility of th&. Department
Justice seeking civil fines for historical condumvered by th
settlement agreement. In that regard, we are relspgnto civil
subpoenas from two local offices within the DEA atice U.S
Department of Justice related to our distributioh amntrollec
substances. Due to the early state of these matté&gsot possible
reasonably estimate a range of possible loss.
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On June 26, 2012, the West Virginia Attorney Gehdiked
complaints against fourteen pharmaceutical whodeshstributors
including us, in the Circuit Court of Boone Countyest Virginie
alleging, among other things, that the distributi@ied to maintai
effective controls to guard against diversion ofitcolled substanc
in West Virginia, failed to report suspicious orslenf controlle
substances in accordance with the West Virginigdgm Controllec
Substances Act, were negligent in distributing oalgd substanci
to pharmacies that serve individuals who abuseralied substance
were unjustly enriched by such conduct, violatedsooner credit ar
protection laws, created a public nuisance, anthtdd state antitru
laws in connection with the distribution of conteal substances.
addition to injunctive and other equitable relidk attorney general
seeking monetary damages and the creation of at-sopervise
fund, to be financed by the defendants in theserstfor a medici
monitoring program focused on prescription drug sebhuMotion
have been filed to remove the cases from the Qiourt of Boon
County, West Virginia to the United States Districourt for th
Southern District of West Virginia. Because thistt@aonly recentl
commenced, it is not possible to reasonably estinmatrange «
possible loss.

Insurance and Antitrust Litigation Proceeds

During fiscal 2010 , we recognized $27 milliohincome related -
insurance proceeds released from escrow followlgrésolution ¢
previously disclosed and settled securities andvalive litigatior
against certain of our directors and officers. Tdrisount is comprise
of $26 million received from directors’ and offisérinsuranc
policies recognized in litigation (recoveries)/dpes, net and$l
million of accrued interest income recognized in interggérse, ne

During fiscal 2010 , we recognized $41 milliof income resultin
from settlement of a class action antitrust claimwihich we were
class member. This amount is recognized in litap
(recoveries)/charges, net in the consolidated rsiatés of earnings.

Income Taxes
See Note 8 for discussion of contingencies reldtedur incom
taxes.

10. Guarantees

In the ordinary course of business, we agree tenmdfy certail
other parties under acquisition and dispositioreagrents, custon
agreements, intellectual property licensing agredgsjeand othe
agreements. Such indemnification obligations vamystope an
when defined, in duration. In many cases, a maxinalfigation i
not explicitly stated, and therefore the overallximaum amount ¢
the liability under such indemnification obligat®ncannot b
reasonably estimated. Where appropriate, such indieation
obligations are recorded as a liability. Historfigalwe have no
individually or in the aggregate, made payments eanthes
indemnification obligations in any material amounts certait
circumstances, we believe that existing insurano&ngement:
subject to the general deduction and exclusion igiavs, woul
cover portions of the liability that may arise frornthes:
indemnification obligations. In addition, we beleethat the likelihoo
of a material liability being triggered under theiselemnificatior
obligations is not significant.

We enter into agreements that obligate us to madex fpayment
upon the occurrence of certain events. Such oliigstprimarily
relate to obligations arising under acquisitiomsactions, where v
have agreed to make payments based upon the actgatvef certai
financial performance measures by the acquirednbasi Generall
the obligation is capped at an explicit amount. Ne¢e 2 for deta
regarding the P4 Healthcare contingent consideratimigation.

11. Financial Instruments

We utilize derivative financial instruments to mgaaexposure
certain risks related to our ongoing operationse Thimary risk
managed through the use of derivative instrumemttude intere:
rate risk, currency exchange risk and commoditgeprisk. We do n
use derivative instruments for trading or specuéapurposes. Whi
the majority of our derivative instruments are dasied as hedgil
instruments, we also enter into derivative instrotaethat ar
designed to hedge a risk, but are not designatedheaying
instruments. These derivative instruments are &slju® current fa
value through earnings at the end of each period.

We are exposed to counterparty credit risk on lbur derivative
instruments. Accordingly, we have established arantain stric
counterparty credit guidelines and enter into deine instrumen
only with major financial institutions that are estment grade
better. We do not have significant exposure to @amg counterpart
management believes the risk of loss is remote.itioaclly, we dc
not require collateral under these agreements.

Interest Rate Risk Management

We are exposed to the impact of interest rate aanQur objectiv
is to manage the impact of interest rate changesash flows and tt
market value of our borrowings. We utilize a mixdebt maturitie
along with both fixed-rate and variakiate debt to manage chan
in interest rates. In addition, we enter into iatgrrate swaps
further manage our exposure to interest rate vanstrelated to ol
borrowings and to lower our overall borrowing costs

Currency Exchange Risk Management

We conduct business in several major internationedencies and a
subject to risks associated with changing foreigchange rates. O
objective is to reduce earnings and cash flow ilityaassociated wit
foreign exchange rate changes to allow managenwribdus it
attention on business operations. Accordingly, wierinto variou
contracts that change in value as foreign exchaatgs change
protect the value of existing foreign currency #ssand liabilities
commitments and anticipated foreign currency reeeamd expenses.
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Commodity Price Risk Management

We are exposed to changes in the price of cer@mimmodities. OL
objective is to reduce earnings and cash flow ilityaassociated wit
forecasted purchases of these commodities to all@magement
focus its attention on business operations. Acogfgli we enter int
derivative contracts to manage the price risk daged with thes
forecasted purchases.

The following table summarizes the fair value ofr assets ar
liabilities related to derivative financial instremts, and tr
respective line items in which they were recordethie consolidate
balance sheets as of June 30, 2012 and 2011 :

June 30, June 30,
(in millions) 2012 2011
Assets:
Derivatives designated as hedging instruments:
Pay-floating interest rate swaps (1) $ 49 $ 32
Foreign currency contracts (1) 2 1
Commaodity contracts (1) — 3
Total assets $ 51 $ 36
Liabilities:
Derivatives designated as hedging instruments:
Foreign currency contracts (2) $ 19 3
Derivatives not designated as hedging instruments:
Commaodity contracts (3) 1 1
Total liabilities $ 2 % 4

(1) Included in Prepaid expenses and other on the tidated balance shee
(2) Included in Deferred income taxes and other ligb#i on the consolidat
balance sheets.

(3) Included in Other accrued liabilities on the coidatied balance shee

Fair Value Hedges

We enter into paytloating interest rate swaps to hedge the cham
the fair value of fixedate debt resulting from fluctuations in inte
rates. These contracts are designated and qualifgiravalue hedge
Accordingly, the gain or loss recorded on the flagting interest rai
swaps is directly offset by the change in fair eabf the underlyin
debt. Both the derivative instrument and the undegl debt ar
adjusted to market value at the end of each pevitld any resultin
gain or loss recorded in interest expense, nethén donsolidate
statements of earnings.

During fiscal 2012 and 2011 , we entered into flagting interes
rate swaps with total notional values of $363 milliand $25(
million , respectively. The fair value of these gating interest rat
swaps is included in the consolidated balance shaegtofJune 3(
2012 and 2011 . In August 2011 , we termina&#t0 millior
(notional amount) of pafleating interest rate swaps and receivec
settlement proceeds of $34 million . In June 201%206 millior
(notional amount) of pay-floating interest rate pwanatured.

The following tables summarize the interest rategsvdesignated
fair value hedges outstanding as of June 30, 20d2611 :

June 30, 2012

Notional
(in_millions) Amount Maturity Date
Pay-floating interest rate swaps $ 778 Jun 2013 - Jun 2022
June 30, 2011
Notional
(in millions) Amount Maturity Date
Pay-floating interest rate swaps $ 1,25¢ Jun 2012 - Dec 2020
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The following table summarizes the gain/(loss) ggiped in earning
for interest rate swaps designated as fair valdgéefor fiscal 2012
2011 and 2010 :

(in_millions) 2012 2011 2010
Pay-floating interest rate swaps (1) $ 38 36 $ 47
Fixed-rate debt (1) (38) (36) (47)

(1) Included in Interest expense, net on the cons@dlatatements of earnin

There was no ineffectiveness associated with thdsgvative

instruments.

Cash Flow Hedges

We enter into derivative instruments to hedge oosure to chang
in cash flows attributable to currency, interegerand commodil
price fluctuations associated with certain foreedstransaction
These derivative instruments are designated anlifygaa cash flov
hedges. Accordingly, the effective portion of theirgor loss on tr
derivative instrument is reported as a component atfiel
comprehensive income (“OCl'and reclassified into earnings in
same line item associated with the forecasted @it and in th
same period during which the hedged transactioactdfearning
The ineffective portion of the gain or loss on thegivative instrumei
is recognized in earnings immediately.

We enter into foreign currency contracts to protéw value c
anticipated foreign currency revenues and expergeiine 30, 201
and 2011, we held contracts to hedge probable, but not i
committed, revenue and expenses. The principaknoies hedge
are the Canadian dollar, European euro, Mexicao,pgsai baht, ar
Japanese yen.

We enter into commodity contracts to manage thecepriisk
associated with forecasted purchases of certaimumiities used |
our Medical segment.

The following tables summarize the outstanding désli hedges ¢
of June 30, 2012 and 2011 :

June 30, 2012

Notional _
(in millions) Amount Maturity Date
Foreign currency contracts $ 15¢ Jul2012 -  Jun 2013
Commaodity contracts 23 Jul 2012 Mar 2015

June 30, 2011

Notional
(in_millions) Amount Maturity Date
Foreign currency contracts $ 162 Jul 2011 - Jun 2012
Commaodity contracts 22 Jul 2011 Mar 2014

The following table summarizes the accumulated/fags) include
in OCI for derivative instruments designated ashdémv hedges ¢
of June 30, 2012 and 2011 :

(in_millions) 2012 2011
Foreign currency contracts $ —  $ 2
Commaodity contracts 0] 2

The following table summarizes the gain/(loss) assified fron
accumulated OCI into earnings for derivative instemts designat
as cash flow hedges for fiscal 2012 , 2011 and 2010

(in millions) 2012 2011 2010

Pay-fixed interest rate swaps (1) $ — 3 —  $ 2
Foreign currency contracts (2) 1 — —
Foreign currency contracts (3) 1) 3 (12)
Foreign currency contracts (4) Q) 3 1
Commaodity contracts (4) 2 2 —

(1) Included in Interest expense, net on the cons@ilatatements of earnin
(2) Included in Revenue on the consolidated statentdrearnings

(3) Included in Cost of products sold on the consodéidattatements of earnin
(4) Included in SG&A expenses on the consolidated states of earning

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

Economic (Non-Designated) Hedges

We enter into foreign currency contracts to manage foreigr
exchange exposure related to intercompany finartcargsactions ar
other balance sheet items subject to revaluatiahdb not meet t
requirements for hedge accounting treatment. Adnghg, thes
derivative instruments are adjusted to current etavialue at the el
of each period through earnings. The gain or lesended on the
instruments is substantially offset by the remeament adjustme
on the foreign currency denominated asset or ItgbiThe settlemel
of the derivative instrument and the remeasureragjustment on tt
foreign currency denominated asset or liability both recorded |
other (income)/expense, net at the end of eactogheBuring fisce
2010 , we received cash receipts from a cross currenggg
settlement totaling $43 millionThese proceeds are classified as
provided by operating activities in the consolidastatement of ca
flows.

During fiscal 2011, we entered into swap contracts of ce
commodities to mitigate price volatility for matals we purchase
use in our manufacturing and distribution busingss&hes
instruments do not qualify for hedge accounting asduch fair valt
changes as well as periodic settlements of thesgawis are record
within other (income)/expense, net in our consdédastatements
earnings.
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The following tables summarize the economic (designatec
derivative instruments outstanding as of June 8022and 2011 :

June 30, 2012

Notional
(in_millions) Amount Maturity Date
Foreign currency contracts $ 50C Jul 2012 - Sep 2012

June 30, 2011

Notional
(in millions) Amount Maturity Date
Foreign currency contracts $ 39z Jul 2011
Commodity contracts 10 Jul 2011 Jun 2012

The following table summarizes the gain/(loss) ggiped in earning
for economic (non-designated) derivative instruradat fiscal 2012
2011 and 2010 :

(in_millions) 2012 2011 2010
Foreign currency contracts (1) $ (39 $ 36 $ 24
Commodity contracts (1) (1) 1) —

(1) Included in Other income, net on the consolidatatesments of earning

Fair Value of Financial Instruments

The carrying amounts of cash and equivalents, trageivable:
accounts payable, other shtetm borrowings, and other accri
liabilities at June 30, 2012 and 20&pproximate fair value due
their short-term maturities.

Cash balances are invested in accordance withneasiment polic
These investments are exposed to market risk froterdst rat
fluctuations and credit risk from the underlyingusrs, although tr
is mitigated through diversification.
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We have investments in fixed income corporate debtirities, whic
are classified as held-toaturity as we have the intent and abilit
hold these investments until maturity. These inwestts are held
amortized cost, which approximates fair value. The value i
estimated based on either the quoted market pfaethe same ¢
similar issues or other inputs derived from avddabmarke
information, which represents a Level 2 measurem&hé currer
portion of $72 million and $93 million at June 3012 and 2011
respectively, is included within prepaid expensas ather in th
consolidated balance sheets. The long-term poafd®49 million at
June 30, 2011s included within other assets in the consolid
balance sheets. The investments that we currerdld kary ir
maturity date, ranging from one to six months , pay interest semi-
annually.

The following table summarizes the estimated faiue of our long-
term obligations and other shderm borrowings compared to -
respective carrying amounts at June 30, 2012 atd 20

(in_millions) 2012 2011
Long-term obligations and other short-term borraygin ~ $ 3,07t % 2,61¢
Carrying amount 2,89/ 2,50z

The fair value of our long-term obligations and esttshortterm
borrowings is estimated based on either the quotarket prices fc
the same or similar issues or other inputs derifrech availabls
market information, which represents a Level 2 mezsent.

The following is a summary of the fair value gdog§) of ou
derivative instruments, based upon the estimateduamthat w
would receive (or pay) to terminate the contrast®®June 30, 201
and 2011 The fair values are based on quoted market pfarethe
same or similar instruments. See Note 12 for furtindormatior
regarding fair value measurements.

June 30, 2012 June 30, 2011

Notional Fair Value Notional Fair Value
(in millions) Amount Gain/(Loss)  Amount Gain/(Loss)
Interest rate swaps $ 77 % 48 $ 1,25¢ $ 32
Foreign currency contracts 65¢ 1 55E 2
Commaodity contracts 23 Q) 32 2
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12. Fair Value Measurements

Fair value is defined as the price that would leeireed upon sellir
an asset or the price paid to transfer a liabihitythe measureme
date. It focuses on the exit price in the principramost advantagec
market for the asset or liability in an orderly risaction betwe
willing market participants. A threger fair value hierarchy
established as a basis for considering such assama@nd for inpu
used in the valuation methodologies in measuring Vfalue. Thit
hierarchy requires entities to maximize the useludervable inpu
and minimize the use of unobservable inputs. ThreetHevels ¢
inputs used to measure fair values are as follows:

Level 1 - Observable prices in active markets for identisalets an
liabilities.

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

Level 3 - Unobservable inputs that are supported by littleno
market activity and that are significant to the feklue of
the assets and liabilities.

Recurring Fair Value Measurements
The following table presents the fair values foosth assets a
(liabilities) measured on a recurring basis at 3Me2012 :

Fair Value Measurements

(in millions) Level1l Level2 Level3 Total
Cash Equivalents (1) $ 997 $ — 3 — $ 997
Forward Contracts (2) — 49 — 49
Other Investments (3) 78 — — 78
Contingent Consideration Obligation (4) — — 4 4)
Total $ 107t $ 49 $ (4 $ 112

The following table presents the fair values foosh assets a
(liabilities) measured on a recurring basis at B2Me2011 :

Fair Value Measurements

(in millions) Levell Level2 Level3 Total

Cash Equivalents (1) $ 1,066 $ — 3 — $ 1,06¢
Forward Contracts (2) — 32 — 32
Other Investments (3) 80 — — 8C
Contingent Consideration Obligation (4) — — (75) (75)

Total $ 1046 $ 32 $ (75 $ 1,10¢

(1) Cash equivalents are comprised of highly liquidestments purchased witt
maturity of three months or less. The carrying eabf these cash equivale
approximates fair value due to their short-termuriies.

(2) The fair value of foreign currency contracts, condiyocontracts and interest r.
swaps is determined based on the present valuepafceed future cash floy
considering the risks involved, including nparformance risk, and usi
discount rates appropriate for the respective ritegsr Observable Level 2 inpi
are used to determine the present value of expéetedt cash flows.

(3) The other investments balance includes investmientsutual funds, which a
used to offset fluctuations in deferred compensatfiabilities. These mutu
funds primarily invest in the equity securities @dmpanies with large marl
capitalization and high quality fixed income delecgrities. The fair value
these investments is determined using quoted marlas.
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(4) The contingent consideration obligation was inadirie connection with tr
acquisition of P4 Healthcare. See Note 2 for addél information regarding t
contingent consideration obligation related to thé Healthcare acquisiti
including an explanation of the reduction in théreated fair value during fisc
2012. The fair value of the contingent consideratiofigation was determine
based on a probabilityeighted income approach derived from EBIT
estimates and probability assessments with regpebie likelihood of achievir
the various EBITDA targets. The fair value measwertiwas based on significi
inputs unobservable in the market and thus reptesehevel 3 measurement.
each reporting date, we revalued the contingentsidemation obligation 1
estimated fair value. Changes in the fair valueh&f contingent considerati
obligation resulted from changes in the terms efd¢bntingent payments, chan
in discount periods and rates, changes in the ¢nand amount of EBITD
estimates, and changes in probability assumptidts nespect to the timing a
likelihood of achieving the EBITDA targets. As asvé of changes in o
estimate of performance in future periods due igdgpart to the loss of rever
from a significant customer of the P4 Healthcagaty business in fiscal 20:
we revised the timing and amount of EBITDA estinsatand made changes
probability assumptions with respect to the liketld of achieving the EBITD
targets.

The following table presents a reconciliation ofbgh liabilitie:
measured at fair value on a recurring basis ushapservable inpu
(Level 3):

Contingent
Consideration
(in millions) Obligation
Carrying value at June 30, 2011 $ 75
Realized gain, net (1) (72)
Carrying value at June 30, 2012 $ 4

(1) Reflects changes in our estimate of performanckitire measurement peric
offset by implied interest for the period. Amoustincluded in acquisitionelatec
costs in the consolidated statements of earnings.

13. Shareholders' Equity

At June 30, 2012 and 201 huthorized capital shares consisted o
following: 750 million Class A common shares, with@ar value5
million Class B common shares, without par valug 500 thousan
nonvoting preferred shares, without par value. Thes€l commo
shares and Class B common shares are collectigédyred to belo
as “Common Shares'Holders of Common Shares are entitles
share equally in any dividends declared by the 8o&Directors an
to participate equally in all distributions of assepon liquidatior
Generally, the holders of Class A common sharesatidled toone
vote per share, and the holders of Class B common shagesntitle
to one-fifth of one voteper share on proposals presentes
shareholders for vote. Under certain circumstandes, holders ¢
Class B common shares are entitled to vote as aratepclass. On
Class A common shares were outstanding as of Jyn2®L2anc
2011.

We repurchased $950 millioof our Common Shares, in aggreg
through share repurchase programs during fiscak 202011 anc
2010, as described below. We funded the repurchasesugt
available cash. The Common Shares repurchasedeténhtreasur
to be used for general corporate purposes.




Table of Contents

Fiscal 2012

During fiscal 2012, we repurchased 10.3 milli@ommon Share
having an aggregate cost of $450 milliofihe average price paid |
Common Share for all Common Shares repurchasedgldisca
2012 was $43.64 .

Fiscal 2011

During the three months ended September 30, 20d repurchase
7.5 million Common Shares having an aggregate obs$25(
million . The average price paid per Common Share for @hi@or
Shares repurchased during fiscal 2011 was $33.22 .

Fiscal 2010

During fiscal 2010, we repurchased 7.4 milli@ommon Share
having an aggregate cost of $250 million , of wh&@® million cast
settled in fiscal 2011. The average price paid@emmon Share fi
all Common Shares repurchased during fiscal 20190%88.85 .

14. Earnings Per Share
The following table reconciles the number of Comnsdrares used
compute Basic EPS and Diluted EPS for fiscal 202@1,1 and 2010

(in_millions) 2012 2011 2010
Weighted-average Common Shares—basic 34t 34¢ 35¢
Effect of dilutive securities:

Employee stock options, restricted shares and

restricted share units 4 4 2

Weighted-average Common Shares—diluted 34¢ 358 361

The potentially dilutive employee stock optionsttiere antidilutivi
for fiscal 2012 , 2011 and 2010 were approximaféymillion , 11
million and 19 million , respectively.

15. Segment Information

Our operations are principally managed on a pradacid service
basis and are comprised of tveperating segments which are
same as our reportable segments: PharmaceuticaMaddal. Thi
factors for determining the reportable segmenthidethe manner
which management evaluates our performance combivitd the
nature of the individual business activities. Theaunting policies ¢
the segments are the same as those describedariNot

Effective the first quarter of fiscal 2012, we bageeporting th
operating results of certain operations previouslyorted within th
Pharmaceutical segment, including portions of oardal Healt
China and Cardinal Health Puerto Rico subsidiarigighin the
Medical segment to better align reported resulth wie nature of tt
services provided. Prior period financial resultavér not bee
adjusted because the change in reporting was mpifisant tc
previously reported segment results.

a7

The Pharmaceutical segment distributes branded gaderic
pharmaceutical, specialty pharmaceutical, overeth@ter healthca
and consumer products. It also operates nuclearnmaties an
cyclotron facilities that prepare and deliver raatiarmaceuticals f
use in nuclear imaging and other procedures initadspand clinics
In addition, this segment franchises retail phaigsm@nd provide
pharmacy services to hospitals and other healthdaddities.
Through our Cardinal Health China business, thgnmsnt import
and distributes pharmaceuticals, over-tioenter and consun
products as well as provides services in China.

The Medical segment develops, manufactures, soargslistribute
medical, surgical and laboratory products. Our meddand surgici
products are sold directly or through thpdrty distributors in tr
United States, Canada, Europe, South America, CGinidaother par
of the Asia/Pacific region.

The following table includes revenue for each régdue segment al
reconciling items necessary to agree to amountsrteg in th
consolidated financial statements:

(in millions) 2012 2011 2010
Pharmaceutical $ 97,928 $ 93,74« $ 89,79
Medical 9,64: 8,92: 8,75(
Total segment revenue 107,56° 102,66¢ 98,54(
Corporate (1) (15) (22 (37)
Total consolidated revenue $ 107,55 $ 102,64: $ 98,50:

(1) Corporate revenue consists of the eliminatibimtersegment revent

We evaluate segment performance based upon segnudint among
other measures. Segment profit is segment revéesge segment cc
of products sold, less segment SG&A expense. SegrB&&A
expenses include equity shdrased compensation expense as wi
allocated corporate expenses for shared functinokiding corporat
management, corporate finance, financial sharedices; huma
resources, information technology, legal and aegrdted hospit
sales organization. Corporate expenses are altb¢atthe segmer
based upon headcount, level of benefit provided aathble
allocation. Information about interest income argdense and incon
taxes is not provided at the segment level.
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Restructuring and employee severance, acquisigtzied cost
impairments and loss on disposal of assets, litg
(recoveries)/charges, net, certain investment ghdrospending a
not allocated to the segments. See Notes 2, 3d 8 arespectively fc
further discussion of our acquisitioalated costs, restructuring ¢
employee severance, impairments and loss on dispbsesets ar
litigation (recoveries)/charges, net and Note 1datiscussion of t
reclassification of amortization of acquisitioglated intangibl
assets. Investment spending generally includefirdteyear spend fi
certain projects that require incremental strateégiestments in tf
form of additional operating expenses. We encoumagesegments
identify investment projects that will promote irMadion and provid
future returns. As approval decisions for such guty are depende
upon executive management, the expenses for sopécty are ofte
retained at Corporate. Investment spending withtonpGrate wa$21
million , $14 million and $26 million for fiscal 2@ , 2011 and 2010
respectively. Spin-Off costs included in SG&A expes of $2
million , $10 million and $11 million for fiscal 2@ , 2011 and 2010
respectively, are not allocated to our segments.

The following table includes segment profit by regpble segmel
and reconciling items necessary to agree to amaepisrted in th
consolidated financial statements:

(in_millions) 2012 2011 2010
Pharmaceutical $ 1556 $ 1,32¢ $ 1,011
Medical 332 37¢ 42¢
Total segment profit 1,89( 1,702 1,44C
Corporate (98) (18¢) (139)
Total consolidated operating earnings $ 1,792 $ 1514 $ 1,307

The following tables include depreciation and amation an
capital expenditures for fiscal 2012 , 2011 and@0t each segmer

(in millions) 2012 2011 2010
Pharmaceutical $ 42 % 42 $ 41
Medical 72 62 63
Corporate 211 20¢ 15C
Total depreciation and amortization $ 328 % 312§ 254
(in millions) 2012 2011 2010
Pharmaceutical $ 4 $ 55 $ 33
Medical 10C 123 81
Corporate 11¢ 113 14€
Total capital expenditures $ 26 % 291 $ 26(
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The following table includes total assets at Jube2®12 , 201%anc
2010for each segment as well as reconciling items rsacgdo tote
the amounts reported in the consolidated finarste&tements:

(in_millions) 2012 2011 2010
Pharmaceutical $ 16,64: $ 16,12¢ $ 12,10¢
Medical 4,39¢ 3,89t 3,86¢
Corporate 3,21¢ 2,82t 4,01¢
Total consolidated assets $ 2426( $ 22,84t $ 19,99(

The following tables present revenue and net ptgerd equipmel
for fiscal 2012 , 2011 and 2010 by geographic area:

(in millions) 2012 2011 2010
United States $ 105,20! $ 101,08( $ 97,66:
International 2,347 1,56¢ 84C

Total consolidated revenue $ 107,55. $ 102,64« $ 98,50¢
(in millions) 2012 2011 2010
United States $ 142t $ 139% $ 1,35F
International 12¢ 114 114

Total consolidated property and

equipment, net $ 1551 ¢ 1512 $  1,46¢

16. Share-Based Compensation and Savings Plans

Share-Based Compensation Plans

We maintain stock incentive plans (collectivelye tiPlans”)for the
benefit of certain of our officers, directors amdptoyees. At June 3
2012, 42 millionshares remain available for future issuances 1
the Plans. This amount includes 33 millismares available under
Cardinal Health, Inc. 2011 Long-Term Incentive P(2011 LTIP"),
1 million shares available under the Cardinal Health, Ind7
Nonemployee Directors Equity Incentive Plan &8 million share
available under our employee stock purchase plahghwwere
indefinitely suspended in May 2009. The numberhafres authorize
for issuance under the 2011 LTIP will increase bagrss that are n
issued under outstanding equity awards. The 201IP Ldontain
fungible share counting provisions. Under thesevigions, stoc
options are counted against the plan as one doarevery shar
issued; awards other than stock options are cowagaihst the plan
two and one-half sharder every share issued. This means that
13 million shares could be issued under awards other thak
options while 33 million shares could be issuedasrsgfock options.
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The following table provides total shabased compensation expe
from continuing operations by type of award forcék2012 ,2011
and 2010 :

(in millions) 2012 2011 2010 (1)
Restricted share and share unit expense $ 5 ¢§ 52 § 57
Employee stock option expense 25 26 41
Performance share unit expense 6 — —
Employee stock purchase plan expense — — 1
Stock appreciation right (income)/expense (D) 2 1

Total share-based compensation expense

from continuing operations $ 85 $ 80 § 10C

@

Excludes sharbased compensation expense charged to discontoperations
which was approximately $2 million , net of tax,rihg fiscal 2010. Sharbase:!
compensation expense charged to restructuring mupibgee severance relatec
the Spin-Off was approximately $10 million , nettax, during fiscal 2010.

The total tax benefit from continuing operationiated to shardase!
compensation was $31 million , $29 million and $8ilion for fiscal
2012, 2011 and 2010, respectively.

Stock Options

Employee stock options granted under the Plansrgkyerest ir
equal annual installments over three yeamsl are exercisable
periods ranging from seven to ten yefimn the date of grant. /
employee stock options are exercisable at a pdcaldo the mark
value of the Common Shares underlying the optiothat date ¢
grant.

The following summarizes all stock option transaasi under tr
Plans from June 30, 2010 through June 30, 2012 :

Weighted Average
Exercise Price per
Common Share

Stock Options
(in millions, except per share amounts) Outstanding

Balance at June 30, 2010 24 3 37.8¢
Granted 4 31.07
Exercised 3 30.1¢
Canceled and forfeited 2 43.3¢
Balance at June 30, 2011 23 % 37.0Z
Granted 2 41.5¢
Exercised 2 30.2¢
Canceled and forfeited 2 47.1¢
Balance at June 30, 2012 21 $ 37.2¢
Exercisable at June 30, 2012 15 38.8(
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The following table provides data related to afickt option activit'
for fiscal 2012 , 2011 and 2010 :

(in millions, except per share amounts) 2012 2011 2010
Weighted-average grant date fair value per stotloog$ 9.2€ $ 6.4C $ 6.44
Aggregate intrinsic value of exercised options 27 26 7
Aggregate intrinsic value of outstanding options at

period end 137 217 57
Cash received upon exercise 42 63 4C
Cash tax disbursements realized related to exercise 4) (14) (16)
Total compensation cost, net of estimated forfegur

related to unvested stock options not yet recoghize

pre-tax 25 29 32
Weighted-average period over which stock option

compensation cost is expected to be recognizedars) 2 2
Weighted-average remaining contractual life in gear 4 4

The fair values of the stock options granted to employees ar
directors during fiscal 2012 , 2011 and 204€re estimated on t
date of grant using a lattice valuation model. Védidve the lattic
model provides reasonable estimates because thbambility to tak
into account individual exercise patterns basedcbanges in ol
stock price and other variables and it providesdamange of inpi
assumptions, which are disclosed in the table beldwe riskiree rat
is based on the United States Treasury yield catwbe time of th
grant. We analyzed historical data to estimate ooptexercis
behaviors and employee terminations to be usedirwitie lattic
model. The expected life of the options granted waisulated fror
the option valuation model and represents the kenfitime in year
that the options granted are expected to be oulistgn Expecte
volatilities are based on implied volatility fromatled options on o
Common Shares and historical volatility over a qeriof time
commensurate with the contractual term of the opgiant (up tdaer
years). The following table provides the range of asstioms use
for options valued during fiscal 2012 , 2011 and®0

2012 2011 2010
Risk-free interest rate  1.2% - 13% 12% - 1.7% 1.9% - 25%
Expected volatility 29% 27% - 32% 32%
Dividend yield 20% - 21% 22% - 25% 2.0% - 2.8%
Expected life in years 6 5 4 - 5
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Restricted Shares and Restricted Share Units
Restricted shares and restricted share units grameder the Plai
generally vest in equal installments over threeye&he fair value i
determined by the grant date market price of oum@on Share
Restricted shares and restricted share units achivigends or cas
dividend equivalents that are payable upon vesifrte awards.

The following table summarizes all transactionsted to restricte
shares and restricted share units under the PtansJune 30, 201
through June 30, 2012 :

Weighted Average
Grant Date Fair

The following table summarizes information relatedperformanc
share units under the Plans (based on target ammaalints) fror
June 30, 2011 through June 30, 2012 :

Weighted Average

Performance Grant Date Fair
(in millions, except per share amounts) Share Units Value per Share
Nonvested at June 30, 2011 — $ =
Granted 1 42.6(
Vested — —
Canceled and forfeited — —
Nonvested at June 30, 2012 (1) 1 9 42.6(

(in_millions, except per share amounts) Shares Value per Share

Nonvested at June 30, 2010 3 3 33.3¢
Granted 2 31.4Z
Vested Q) 36.11
Canceled and forfeited — —
Nonvested at June 30, 2011 4 3% 31.31
Granted 2 41.67
Vested 2 32.5(
Canceled and forfeited — —
Nonvested at June 30, 2012 4 3 35.4¢

The following table provides data related to abtrieted share ai
restricted share unit activity for fiscal 2012 120and 2010 :

2012 2011 2010

(in_millions)

Total compensation cost, net of estimated forfegur
related to nonvested restricted share and shate uni
awards not yet recognized, pre-tax $ 67 $ 56 $ 58
Weighted-average period in years over which rdsilic

share and share unit cost is expected to be reoegjni 2 2 2

Performance Share Units

Beginning in fiscal 2012 performance share units were granted L
the Plans, which represent Common Shares potgnigslliable in th
future. Performance share units generally vest dwer year ani
three year performance periods based on achievement exfifig
performance goals. Based on the extent to whichténgets ar
achieved, vested shares may range from 0 perce2@Ggercentf
the target award amount. The fair value of perferogashare units
determined by the grant date market price of oun@on Shares al
the compensation expense associated with nonvgmedrmanc
share units is dependent on our periodic assessvhéme probabilit
of the targets being achieved and our estimateeohtimber of shar
that will ultimately be issued. Performance shanétsuaccrue cas
dividend equivalents that are payable upon vesifrte awards.

The following table provides data related to alffpemance share ui
activity for fiscal 2012 , 2011 and 2010 :

(in millions)
Total compensation cost, net of estimated forfegurelated to nonvested
performance share units not yet recognized, pre-tax $ 12

Weighted-average period in years over which peréoroe share unit cost is
expected to be recognized 2

2012

Adjustments to Stock Incentive Plans

In connection with the Spi®ff, on August 31, 2009, we adjus
sharebased compensation awards granted under the Pkanaward
based on our Common Shares and/or CareFusion corstook, a
applicable. For purposes of the vesting of thesaitggawards
continued employment or service with us or with €Farsion i
treated as continued employment for purposes oh lmir ani
CareFusion’s equity awards.

The adjustments to stock incentive plans were drkabs
modification in accordance with shdiased compensati
accounting guidance and resulted in a total increaleompensatic
cost of $1 million .

The following table summarizes the stock optionsstaunding as ¢
June 30, 2012 :

CareFusion
(in_millions) Our Awards Awards
Held by our employees and former employees 20 5
Held by CareFusion employees 1
Total 21

Employee Savings Plans

Substantially all of our domestic namion employees are eligible
be enrolled in our compargponsored contributory retirement savi
plans, which include features under Section 40bg}the Internc
Revenue Code of 1986, as amended, and provide &ching an
profit sharing contributions by us. Our contribui$oto the plans a
determined by the Board of Directors subject totaser minimun
requirements as specified in the plans. The tokplerese for ot
employee retirement savings plans was $53 milli&#Q million anc
$84 million for fiscal 2012 , 2011 and 2010 , restpely.
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17. Selected Quarterly Financial Data (Unaudited
The following is selected quarterly financial déda fiscal 2012anc
2011 . The sum of the quarters may not equal yedeate due t

rounding.

(in_millions, except per First Second Third Fourth
Common Share amounts) Quarter Quarter Quarter Quarter
Fiscal 2012

Revenue $ 26,792 $ 27,07¢ $ 2691¢ $ 26,76«
Gross margin 1,084 1,114 1,20 1,13¢
Distribution, selling, general

and administrative expenses 644 64C 68% 71z
Earnings from continuing

operations 237 264 332 23€
Earnings/(loss) from

discontinued operations — ) 1 —
Net earnings 237 262 33¢ 23€
Earnings from continuing

operations per Common Share:

Basic $ 0.6¢ $ 077 $ 0.9€¢ $ 0.6¢€
Diluted 0.6¢ 0.7€ 0.9t 0.6¢
(in_millions, except per First Second Third Fourth
Common Share amounts) Quarter Quarter Quarter Quarter
Fiscal 2011

Revenue $ 2443t $ 2537: $ 26,071 $ 26,76¢
Gross margin 962 994 1,162 1,04«
Distribution, selling, general

and administrative expenses 581 607 67C 671
Earnings from continuing

operations 294 21F 25C 207
Earnings/(loss) from

discontinued operations 1 — 4) 4)
Net earnings 29t 21F 24¢€ 203
Earnings from continuing

operations per Common Share:

Basic $ 08 $ 06z $ 07z $ 0.5¢
Diluted 0.84 0.61 0.71 0.5¢

51

18. Subsequent Events

On August 8, 2012 , our Board of Directors approaeww $750
million share repurchase program, which expiresusta@1, 2015 ,
and canceled the share repurchase program whickoveagpire
November 30, 201.
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Item 9: Changes in and Disagreements With
Accountants on Accounting and Financial

Disclosure
None.

Item 9A: Controls and Procedures

Evaluation of Disclosure Controls and Procedures

We evaluated, with the participation of our priradipxecutive office
and principal financial officer, the effectivenesf our disclosur
controls and procedures (as defined in Rule 15@) under tr
Securities Exchange Act of 1934 (the “Exchange A& of June 3
2012. Based on this evaluation, our principal ekgeuofficer ant
principal financial officer have concluded that alisclosure contro
and procedures were effective as of June 30, 201@ provide
reasonable assurance that information requirectdisclosed in ol
reports under the Exchange Act is recorded, precessummarize
and reported within the time periods specifiedhie SEC rules ar
forms and that such information is accumulated @mmunicated |
management to allow timely decisions regarding iregiudisclosure.

Management’s Report on Internal Control Over

Financial Reporting

Management is responsible for establishing and taiaimg adequa
internal control over financial reporting as define Rule 13at5(f)
under the Exchange Act. Our internal control systerdesigned 1
provide reasonable assurance regarding the réjaluf financia
reporting and the preparation of financial statetmefior externe
purposes in accordance with generally accepteduatiog principles
Because of its inherent limitations, internal cohtover financie
reporting may not prevent or detect misstatemeAtso control:
deemed effective now may become inadequate inuteef becaus
of changes in conditions, or because complianck thi¢ policies ¢
procedures has deteriorated or been circumvented.

Management assessed the effectiveness of our ahteamtrol ove
financial reporting as of June 30, 20121 making this assessme
management used the criteria established in Inte@antrol-
Integrated Framework issued by the Committee of nSpong
Organizations of the Treadway Commission (the “CQOSiteria”).
Based on managemest assessment and the COSO crit
management believes that our internal control émancial reportin
was effective as of June 30, 2012 .

Our independent registered public accounting fiEmst & Younc
LLP, has issued a report on our internal controkrofinancia
reporting. Ernst & Young LLF report appears following Item
and expresses an unqualified opinion on the effectss of ot
internal control over financial reporting.

Changes in Internal Control Over Financial Reporting
During fiscal 2012, the Medical segment began immgeting i
business transformation project, which includesesv nnformatior
system for certain supply chain and financial psses. The Medic
segment plans to continue to transition selectedqsses to the n
system in fiscal 2013. We have made, and will curdito make
changes to our internal control over financial iipg in connectio
with this project. During the quarter ended June 3012, wi
established additional temporary compensating otmtthat ar
expected to support our internal control over fiahreporting whils
the implementation and operation of the new infdiamasystem i
finalized. Except for those made in connection withe nev
information system, there were no other changesun interna
control over financial reporting during the quartarded June 3
2012 that have materially affected, or are readgndikely to
materially affect, our internal control over finaaaeporting.
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Shareholders of CardinaHealth, Inc.

We have audited Cardinal Health, Inc. and subsesarinterne
control over financial reporting as of June 30, 20based on criter
established in Internal Contrbitegrated Framework issued by
Committee of Sponsoring Organizations of the Trea
Commission (the COSO criteria). Cardinal Health,c.lmanc
subsidiaries' management is responsible for maimgi effective
internal control over financial reporting, and fts assessment of t
effectiveness of internal control over financiapoeting included i
the accompanyingManagement's Report on Internal Control ¢
Financial Reporting.’Our responsibility is to express an opinior
the company's internal control over financial rejpgr based on ol
audit.

We conducted our audit in accordance with the staied of th
Public Company Accounting Oversight Board (Unitadt&s). Thos
standards require that we plan and perform the taladiobtair
reasonable assurance about whether effective aitewontrol ove
financial reporting was maintained in all materi@spects. Our au
included obtaining an understanding of internaltcarover financis
reporting, assessing the risk that a material weskrexists, testil
and evaluating the design and operating effectisenaf interne
control based on the assessed risk, and performinth othe
procedures as we considered necessary in the dtanoes. W
believe that our audit provides a reasonable Basisur opinion.

A company's internal control over financial repogtiis a proce:
designed to provide reasonable assurance regattiénceliability o
financial reporting and the preparation of finahctatements fc
external purposes in accordance with generally @edeaccountin
principles. A company's internal control over fio&h reporting
includes those policies and procedures that (l)ltajmerto the
maintenance of records that, in reasonable detlirately and fair
reflect the transactions and dispositions of treesof the compar
(2) provide reasonable assurance that transactiomsrecorded
necessary to permit preparation of financial statein accordan
with generally accepted accounting principles, #mat receipts ar
expenditures of the company are being made onaca@ordance wi
authorizations of management and directors of tmpany; and (:
provide reasonable assurance regarding preventibmely detectio
of unauthorized acquisition, use or dispositionh&f company's ass
that could have a material effect on the finansfatements.
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Because of its inherent limitations, internal cohtover financie
reporting may not prevent or detect misstatemekitsn, projection
of any evaluation of effectiveness to future pesiagle subject to tl
risk that controls may become inadequate becausehafiges i
conditions, or that the degree of compliance witke policies c
procedures may deteriorate.

In our opinion, Cardinal Health, Inand subsidiaries maintained.
all material respects, effective internal contretéofinancial reportin
as of June 30, 2012 , based on the COSO criteria

We also have audited, in accordance with the stasdaf the Publi
Company Accounting Oversight Board (United Statese
consolidated balance sheets of Cardinal Health,dnd subsidiari
as of June 30, 2012 and 2041d the related consolidated staterr
of earnings, shareholders' equity and cash flowséah of the thre
years in the period enddJune 30, 2012f Cardinal Health, Inc. ai
subsidiaries and our report dated August 22, 2@%pressed ¢
unqualified opinion thereon.

/sl Ernst & Young, LLP
Ernst & Young LLP
Columbus, Ohio
August 22, 2012
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Item 9B: Other Information
None.
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Part I

Item 10: Directors, Executive Officers and

Corporate Governance

In addition to the information set forth under tteption ‘Executive
Officers of the Registrant” in Part | of this Fortl@K and set fort
below regarding our Standards of Business Condletjnformatiol
called for in this Item 10 is incorporated by refece to our Definitiv
Proxy Statement (which will be filed with the SEQrguant t
Regulation 14A under the Exchange Act) relating2@12 Annua
Meeting of Shareholders (our “ 2012 Proxy Stateff)enhder th
captions “Proposal 1—Election of Directors,”Séction 16(c
Beneficial Ownership Reporting Compliance” andoard o
Directors and Committees of the Board.”

We have adopted Standards of Business Conduchfimdy to all o
our directors, officers and employees. The Starslaf Busines
Conduct outline our corporate values and standafdetegrity ant
behavior and are designed to protect and promateepuitation. Th
full text of the Standards of Business Conduct @sted on th
Investors page of our website at www.cardinalheadtim.

Any waiver of the Standards of Business Conductdibectors @
executive officers must be approved by the Audim@uttee. We wil
disclose future amendments to our Standards ofn@asiConduct a
waivers from the Standards of Business Conductofar principa
executive officer, principal financial officer, amadincipal accountin
officer, or persons performing similar functionspdaour othe
executive officers and directors on our websitehimitfour busines
days following the date of the amendment or waiver.

Item 11: Executive Compensation

The information called for by this Item 11 is inporated b
reference to our 2012Proxy Statement under the capti
“Compensation Discussion and Analysis,” EXecutive
Compensation,” and “Director Compensation.”
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Item 12: Security Ownership of Certain Beneficial
Owners and Management and Related

Stockholder Matters

The information related to Security Ownership oft@& Beneficia
Owners called for by this Item 12 is incorporatgdréference to ol
2012 Proxy Statement under the captiddecurity Ownership
Certain Beneficial Owners and Management.”

Certain of our equity compensation plans are stligeshareholds
approval and other plans have been authorizedysbielthe Boarc
The following is a description of plans that hawt been approved |
shareholders.

Broadly-Based Equity Incentive Plan

The Cardinal Health, Inc. Broadlyased Equity Incentive Plan (
“BEIP”) was originally adopted by the Board in 1999. Thentef the
BEIP expired in 2005, and no new awards are beiagtgd under i
The BEIP provided for grants in the form of nondfied stock
options, restricted shares, and restricted shaits to employee
except for those employees who were subject toi@edt6 of th
Exchange Act. The aggregate number of Common Slzautherize:
for issuance under the BEIP was 36 million.

Amended and Restated Outside Directors Equity Incetive Plan
The Cardinal Health, Inc. Amended and Restated iGritBirector:
Equity Incentive Plan (the “ODEIP\as originally adopted by t
Board in 2000. Our shareholders have approved adietor equit
plan, the Cardinal Health, Inc. 2007 Nonemployeee€iors Equit
Incentive Plan (the "Director EIP"), and no new edgamay b
granted under the ODEIP. The ODEIP provided fontgén the forr
of nonqualified stock options, restricted sharew] eestricted sha
units to members of the Board who were not empleyeEhe
aggregate number of Common Shares authorized $oaice und
the ODEIP was 1.5 million.
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Global Employee Stock Purchase Plan

The Global Employee Stock Purchase Plan (the “GESRRs
originally adopted by the Board in 2000. The GESRRmits certai
international employees to purchase Common Shharesgh payro
deductions. The total number of Common Shares raad#able fo
purchase under the GESPP was 4.5 million. In M&92the GESF
was indefinitely suspended. The table below sunmmearinformatio
relating to our equity compensation plans at Juhe612.

Equity Compensation Plan Information

Common Common Shares
Shares Weighted Remaining Available
to be Issued Average for Future Issuance
Upon Exercise Exercise Under Equity
of Outstanding Price of Compensation Plans
Options and Outstanding (excluding securities
Plan Category Rights Options reflected in column (a))
(@ (b) (©)
Equity
compensation
plans approved by
shareholders 21,509,121 $37.48% 37,944,72179
Equity
compensation
plans not approve
oy SrEEin I 3,149,024° $39.54° 4,082,309°
Total at June 30,
2012 24,658,14¢ $37.79 42,027,03(

(1) In addition to stock options outstanding under @erdinal Health, Inc. 20:
Long-Term Incentive Plan (the “2011 LTIP")he Cardinal Health, Inc. 20
Long Term Incentive Plan, as amended (the “2005PC)[I Amended an
Restated Equity Incentive Plan (the “EIP&nd the Director EIP, also incluc
70,595 stock rights outstanding under the 2011 | TdA76,914 stock rigk
outstanding under the 2005 LTIP, 8,605 stock righttstanding under the E
and 127,878 stock rights outstanding under the direEIP that are payat
solely in Common Shares. Stock rights do not hawmeegercise price, al
therefore were not included for purposes of comrmuutine weightedwerag
exercise price.

(2) Includes 32,536,394 Common Shares available udef®11 LTIP in the for
of stock options and other stoblased awards. The number of shares authc
for issuance under the 2011 LTIP will increase Ingres that are not issued ur
outstanding equity awards. The 2011 LTIP contaimsgible share countil
provisions. Under these provisions, stock optiomscaunted against the plar
one share for every Common Share issued; awar@s tihn stock options ¢
counted against the plan as two and baH-shares for every Common St
issued. This means that only 13,014,557 sharedddoelissued under awa
other than stock options while 32,536,394 sharaddcbe issued under stc
options.

(3) In addition to Common Shares remaining availabléeurthe 2011 LTIP, this al
includes 800,452 Common Shares remaining availfvléuture issuance unc
the Director EIP in the form of stock options antiey stockbased awards a
4,607,875 Common Shares remaining available fouréuissuance under 1
Employee Stock Purchase Plan. In May 2009, the &yagl Stock Purchase P
was indefinitely suspended.

Item 13: Certain Relationships and Related

Transactions, and Director Independence

The information called for by this Item 13 is inporated b
reference to our 2012 Proxy Statement under théorep“‘Certair
Relationships and Related Transactions” andCorporat
Governance.”

Item 14: Principal Accounting Fees and Services
The information called for by this Item 14 is inporated b
reference to our 2012Proxy Statement under the capti
“Independent Accountants.”

(4) Does not include stock options to purchasd B5Common Shares at a weighted-

average exercise price of $33.80 that we assumedrinection with acquisitic
transactions.

(5) In addition to stock options outstanding underBf#P and ODEIP, also includ
9,891 stock rights outstanding under the ODEIP taa payable solely
Common Shares. Stock rights do not have an exepeise, and therefore we
not included for purposes of computing the weigkdedrage exercise price.

(6) Solely consists of 4,082,309 Common Shares renmirivailable for futur

issuance under the GESPP. In May 2009, the GESBmefinitely suspended.
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Part IV

Item 15: Exhibits and Financial Statement Schedules
(a)(1) The following financial statements are in&ddn Item 8 of this report:

Page
Report of Independent Registered Public Accourf&imm 26
Financial Statements:
Consolidated Statements of Earnings for the Figealrs Ended June 30, 2012, 2011 and 2010 27
Consolidated Balance Sheets at June 30, 2012 drid 20 28
Consolidated Statements of ShareholdEuity for the Fiscal Years Ended June 30, 200212and 2010 29
Consolidated Statements of Cash Flows for the Fiéears Ended June 30, 2012, 2011 and 2010 30
Notes to Consolidated Financial Statements 31
(@)(2) The following Supplemental Schedule is ided in this report:

Page
Schedule H—Valuation and Qualifying Accounts 64

All other schedules not listed above have beentethias not applicable or because the requiredrivdtion is included in the Consolida
Financial Statements or in notes thereto.

(a)(3) Exhibits required by Item 601 of Regulat®+K:

Exhibit
Number

Exhibit Description

21

3.1

3.2

4.1

421

4.2.2

4.2.3

4.2.4

4.25

4.2.6

4.2.7

431

4.3.2
4.3.3
4.3.4

Stock Purchase Agreement, dated November 17, 21@nd among Kinray, Inc., Stewart J. Rahr Revazdblist and Cardinal Health, Inc. (incorporatec
reference to Exhibit 2.1 to Cardinal Health’s CatrRBeport on Form 8-K, filed on November 18, 20/l No. 1-11373)

Amended and Restated Articles of IncorporatiérCardinal Health, Inc., as amended (incorpordigdeference to Exhibit 3.1 to Cardinal HeadtiQuarterly
Report on Form 10-Q for the quarter ended Septe®®e2008, File No. 1-11373)

Cardinal Health, Inc. Restated Code of Regulaf as amended (incorporated by reference tobitxX®2 to Cardinal Health’s Current Report on F@# filed on
August 10, 2012, File No. 1-11373)

Specimen Certificate for Common Shares of i@aftdealth, Inc. (incorporated by reference to iBikh.01 to Cardinal Health’s Annual Report on Fot0K for
the fiscal year ended June 30, 2001, File No. 173} 3

Indenture, dated as of April 18, 1997, between DatcHealth, Inc. and Bank One, Columbus, NA, Tees(incorporated by reference to Exhibit 1 to Qaait
Health’s Current Report on Form 8-K filed on Agll, 1997, File No. 1-11373)

Supplemental Indenture, dated October 3, 2006, dmivCardinal Health, Inc. and The Bank of New Y®rist Company, N.A., (successor to J.P. Morganftl
Company, National Association, successor to Ban&, GhA., formerly known as Bank One, Columbus, N.As trustee (incorporated by reference to ExHild
to Cardinal Health's Current Report on Form 8-kdilon October 4, 2006, File No. 1-11373)

Second Supplemental Indenture, dated June 8, 2@deen Cardinal Health, Inc. and The Bank of NesvkYTrust Company, N.A., (successor to J.P. Mol
Trust Company, National Association, successor &kBOne, N.A., formerly known as Bank One, ColumbNsA.), as trustee (incorporated by referenc
Exhibit 4.01 to Cardinal Health’s Current Reportform 8-K filed on June 8, 2007, File No. 1-11373)

4.00% Notes due 2015 (incorporated by refeze¢o Exhibit 4.2.8 to Cardinal Health’'s Annualp@e on Form 1K for the fiscal year ended June 30, 2008,
No. 1-11373)

5.85% Notes due 2017 (incorporated by raferéo Exhibit 4.2.9 to Cardinal Health’s AnnualpRet on Form 1K for the fiscal year ended June 30, 2008,
No. 1-11373)

5.80% Notes due 2016 (incorporated by rafsre¢o Exhibit 4.2.11 to Cardinal Health’s Annuad®rt on Form 10k for the fiscal year ended June 30, 2008,
No. 1-11373)

6.00% Notes due 2017 (incorporated by rafexe¢o Exhibit 4.2.12 to Cardinal Health’s Annuad®rt on Form 10k for the fiscal year ended June 30, 2008,
No. 1-11373)

Indenture, dated as of June 2, 2008, between Gardiealth, Inc. and The Bank of New York Trust Canyp, N.A. (incorporated by reference to Exhibit tb:
Cardinal Health’s Current Report on Form 8-K filel June 2, 2008, File No. 1-11373)

5.50% Notes due 2013 (incorporated by refazéo Exhibit 4.2 to Cardinal Health’s Current Bepn Form 8-K filed on June 2, 2008, File No.1373)
4.625% Notes due 2020 (incorporated by eefss to Exhibit 4.1 to Cardinal Health’s CurrenpB on Form 8-K filed on December 14, 2010, File M-11373)
1.900% Notes due 2017 (incorporated by eefee to Exhibit 4.1 to Cardinal Health's Currenp&¢&on Form 8-K filed on May 21, 2012, File No11373)
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Exhibit
Number

Exhibit Description

4.3.5

4.4

10.1.1

10.1.2

10.1.3

10.1.4

10.1.5

10.2.1

10.2.2

10.2.3

10.2.4

10.2.5

10.2.6

10.2.7

10.2.8

10.2.9

10.2.10

10.2.11

10.2.12

10.2.13

10.2.14

10.2.15

3.200% Notes due 2022 (incorporated by eefes to Exhibit 4.2 to Cardinal Health's Currenp&¢€on Form 8-K filed on May 21, 2012, File No11373)

Agreement to furnish to the Securities andHarge Commission upon request a copy of instrumagfising the rights of holders of certain lotegm debt o
Cardinal Health, Inc. and consolidated subsidiafiesorporated by reference to Exhibit 4.07 to @aatiHealth’'s Annual Report on Form XOfor the fiscal yea
ended June 30, 2005, File No. 1-11373)

Cardinal Health, Inc. 2011 Long-Term InoentPlan (incorporated by reference to Exhibit 1@1the Company’s Current Report on FornkK/2: filed on
November 4, 2011, File No. 1-11373)*

Form of Nonqualified Stock Option Agreemander the Cardinal Health, Inc. 2011 Lohgrm Incentive Plan (grants made to executive effian April 2012
and thereafter) (incorporated by reference to Ekhib.2 to the Company’s Current Report on Form/8-Kled on November 4, 2011, File No. 1-11373)*

Form of Nonqualified Stock Option Agreementler the Cardinal Health, Inc. 2011 Lofigrm Incentive Plan (grants made to executive effidn August 201
and thereafter)*

Form of Restricted Share Units Agreememteurthe Cardinal Health, Inc. 2011 Lofigim Incentive Plan (incorporated by reference xhilt 10.3 to the
Company'’s Current Report on Form 8-K/A filed on Mawber 4, 2011, File No. 1-11373)*

Form of Performance Share Units Agreemedeuthe Cardinal Health, Inc. 2011 Lomgrm Incentive Plan (incorporated by reference xbilit 10.4 to the
Company’s Current Report on Form 8-K/A filed on lawer 4, 2011, File No. 1-11373)*

Cardinal Health, Inc. 2005 Long-Term IneenPlan, as amended (incorporated by referen&xlbit 10.1 to Cardinal Health’s Quarterly Report Form 10Q
for the quarter ended September 30, 2008, FilelNi373)*

First Amendment to Cardinal Health, IndD2@Qong-Term Incentive Plan, as amended (incorpdral reference to Exhibit 10.1.1 to Cardinal HegalQuarterly
Report on Form 10-Q for the quarter ended Septe®®e2009, File No. 1-11373)*

Second Amendment to Cardinal Health, If@952Long-Term Incentive Plan, as amended (incotpdrdy reference to Exhibit 10.1.2 to Cardinal Heal
Quarterly Report on Form 10-Q for the quarter enflegtember 30, 2009, File No. 1-11373)*

Form of Nonqualified Stock Option Agreementler the Cardinal Health, Inc. 2005 Lofhgrm Incentive Plan, as amended (grants made touéxe officers ir
August 2006) (incorporated by reference to ExHibit03 to Cardinal Health’s Current Report on For led on August 7, 2006, File No. 1-11373)*

Form of Nonqualified Stock Option Agreementler the Cardinal Health, Inc. 2005 Lofigrm Incentive Plan, as amended (grants made touéxe officers ir
August 2007) (incorporated by reference to ExHibi2 to Cardinal Health’s Current Report on Foriid/8-filed on August 13, 2007, File No. 1-11373)*

Form of Nonqualified Stock Option Agreementler the Cardinal Health, Inc. 2005 Lofhgrm Incentive Plan, as amended (grants made touéxe officers ir
February and August 2008) (incorporated by refezeiocExhibit 10.1 to Cardinal Health’s Quarterlypg®e on Form 10Q for the quarter ended December
2007, File No. 1-11373)*

Form of Nonqualified Stock Option Agreemanter the Cardinal Health, Inc. 2005 Lohgrm Incentive Plan, as amended (Stock Option BExgédProgran
grants made to executive officers in July 2009 ¢hporated by reference to Exhibit 99(d)(2) to @zatiHealth’s Schedule TO-I filed on June 19, 2009)

Form of Nonqualified Stock Option Agreementler the Cardinal Health, Inc. 2005 Lofigrm Incentive Plan, as amended (grants made touéxe officers ir
September 2009) (incorporated by reference to Exhih1.3 to Cardinal Health's Quarterly Reportfeorm 10Q for the quarter ended September 30, 2009,
No. 1-11373)*

Form of Nonqualified Stock Option Agreementler the Cardinal Health, Inc. 2005 Lofigrm Incentive Plan, as amended (grants made touéxe officers ir
August 2010 and August 2011) (incorporated by efee to Exhibit 10.1.11 to Cardinal Health’'s AnnRalport on Form 16 for the fiscal year ended June :
2010, File No. 1-11373)*

Form of Restricted Share Units Agreemextuthe Cardinal Health, Inc. 2005 Long-Term Irn@nPlan, as amended (grants made to executiveeasfin
September 2009) (incorporated by reference to Hxhibl.4 to Cardinal Health’s Quarterly Reportorm 10-Q for the quarter ended September 30, 2009,
No. 1-11373)*

Form of Restricted Share Units Agreememtteu the Cardinal Health, Inc. 2005 Lomgrm Incentive Plan, as amended (grants made touéxe officers ir
August 2010 (incorporated by reference to ExhiBitl117 to Cardinal Health’'s Annual Report on For@aKlLfor the fiscal year ended June 30, 2010, Fite N
11373)*

Form of Restricted Share Units Agreemertten the Cardinal Health, Inc. 2005 Lomgrm Incentive Plan, as amended (grants made touéixe officers ir
August 2011) (incorporated by reference to Exhiiiitl.12 to Cardinal Health's Annual Report on FAOK for the fiscal year ended June 30, 2011, Rite 1-
11373)*

Form of Performance Share Units Agreerneder the Cardinal Health, Inc. 2005 Lofigrm Incentive Plan, as amended (grants made touéxe officers ir
August 2011) (incorporated by reference to ExHiBitl to Cardinal Health’s Current Report on Foriid Bled on August 4, 2011, File No. 1-11373)*

Copy of resolutions adopted by the Human Resouares Compensation Committee of the Board of Directon August 7, 2007 amending outstanc
Nonqualified Stock Option Agreements under the @aidHealth, Inc. 2005 Londerm Incentive Plan, as amended (incorporated feyarce to Exhibit 10.1.1
to Cardinal Health’'s Annual Report on Form 10-K fioe fiscal year ended June 30, 2007, File No.373})*

Copy of resolutions adopted by the Human Resouaces Compensation Committee of the Board of Directmm November 6, 2007 amending outstan
Nonqualified Stock Option Agreements under the @aldHealth, Inc. 2005 Londerm Incentive Plan, as amended, the Cardinal Heaic. Amended an
Restated Equity Incentive Plan, as amended, an@andinal Health, Inc. Broadlpased Equity Incentive Plan, as amended (incorpdray reference to Exhit
10.3 to Cardinal Health’s Quarterly Report on FA®AQ for the quarter ended December 31, 2007 Nrilel-11373)*
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10.2.16

10.3.1

10.3.2

10.3.3

10.3.4

10.3.5

10.3.6

10.3.7

10.3.8

10.3.9

10.3.10

10.3.11

10.3.12

10.4.1

10.4.2

10.4.3

10.4.4

10.4.5

10.4.6

10.5.1

10.5.2

10.5.3

Copy of resolutions adopted by the Human Resouaoels Compensation Committee of the Board of Directum September 26, 2008 amending outstar
Nonqualified Stock Option Agreements under the @aldHealth, Inc. 2005 Londerm Incentive Plan, as amended, the Cardinal Heaic. Amended an
Restated Equity Incentive Plan, as amended, an@andinal Health, Inc. Broadlpased Equity Incentive Plan, as amended (incorpdray reference to Exhit
10.2 to Cardinal Health’s Quarterly Report on FA®AQ for the quarter ended September 30, 2008 Neilel-11373)*

Cardinal Health, Inc. Amended and Rest&uguity Incentive Plan, as amended (incorporatedeligrence to Exhibit 10.02 to Cardinal HeadtiQuarterly Repol
on Form 10-Q for the quarter ended September 315,20 le No. 1-11373)*

Copy of resolutions adopted by the Human ResowmndsCompensation Committee of the Board of Director May 7, 2002 amending the Cardinal Health,
Amended and Restated Equity Incentive Plan, as dettnand the Cardinal Health, Inc. Broabgsed Equity Incentive Plan, as amended (incorpdray
reference to Exhibit 10.2.3 to Cardinal Health’ssial Report on Form 10-K for the fiscal year endede 30, 2007, File No. 1-11373)*

Third Amendment to the Cardinal Health, Inc. Ameshédad Restated Equity Incentive Plan, as amendedrfiorated by reference to Exhibit 10.2.4 to Qaat
Health’'s Annual Report on Form 10-K for the fisgabr ended June 30, 2007, File No. 1-11373)*

Fourth Amendment to Cardinal Health, Inc. Amended &estated Equity Incentive Plan, as amended rfiocated by reference to Exhibit 10.6 to Card
Health’s Quarterly Report on Form 10-Q for the ¢elmended December 31, 2009, File No. 1-11373)*

Form of Nonqualified Stock Option Agreement undez €ardinal Health, Inc. Amended and Restated Edundentive Plan, as amended (grant made to exex
officer in November 2001) (incorporated by referetie Exhibit 10.01 to Cardinal Health’s Quarterlgd®rt on Form 1@ for the quarter ended December
2001, File No. 1-11373)*

Form of Nonqualified Stock Option Agreement undex €ardinal Health, Inc. Amended and Restated duientive Plan, as amended (grants made to exec
officer in November 2002 and November 2003) (incogped by reference to Exhibit 10.01 to Cardinahlttés Quarterly Report on Form 1D-for the quarte
ended December 31, 2003, File No. 1-11373)*

Form of Nonqualified Stock Option Agreement undes Cardinal Health, Inc. Amended and Restated #duientive Plan, as amended (grants made to axec
officers in August 2004) (incorporated by referet@&xhibit 10.04 to Cardinal Health’s Quarterlyfg®et on Form 10Q for the quarter ended December 31, 2!
File No. 1-11373)*

Form of Nonqualified Stock Option Agreement undes Cardinal Health, Inc. Amended and Restated #dientive Plan, as amended (grants made to axe«
officers in September 2005) (incorporated by refeeeto Exhibit 10.03 to Cardinal Health’s QuarteRigport on Form 1@ for the quarter ended March 31, 20
File No. 1-11373)*

Copy of resolutions adopted by the Human Resouares Compensation Committee of the Board of Directon August 7, 2007 amending outstanc
Nonqualified Stock Option Agreements under the @eidHealth, Inc. Amended and Restated Equity ItigerPlan, as amended, and the Cardinal Health,
Broadly-based Equity Incentive Plan, as amendecb(porated by reference to Exhibit 10.2.17 to GatiHealth’s Annual Report on Form ¥Ofor the fiscal
year ended June 30, 2007, File No. 1-11373)*

Form of DirectorsStock Option Agreement under the Cardinal Heatth, Amended and Restated Equity Incentive Pla@naended (grants made in Novem
2001 and May and November 2002) (incorporated ligreace to Exhibit 10.02 to Cardinal Health’s Qedst Report on Form 1@ for the quarter ende
December 31, 2001, File No. 1-11373)*

Form of DirectorsStock Option Agreement under the Cardinal Heatth, Amended and Restated Equity Incentive Pla@naended (grants made in Novem
2003 and December 2004) (incorporated by referémdexhibit 10.03 to Cardinal Health’s Quarterly Repon Form 10Q for the quarter ended December
2003, File No. 1-11373)*

Form of DirectorsStock Option Agreement under the Cardinal Healtb, Amended and Restated Equity Incentive Planasnded (grants made in Novem
2005) (incorporated by reference to Exhibit 10@Tardinal Health’s Current Report on Form 8-Kdilen November 7, 2005, File No. 1-11373)*

Cardinal Health, Inc. Amended and Rest&atkide Directors Equity Incentive Plan (incorperhby reference to Exhibit 10.23 to Cardinal HéaltAnnual
Report on Form 10-K for the fiscal year ended J8®e2005, File No. 1-11373)*

First Amendment to Cardinal Health, Inc. Amended &estated Outside Directors Equity Incentive Riaoorporated by reference to Exhibit 10.02 to Q@at
Health’s Quarterly Report on Form 10-Q for the ¢emended March 31, 2006, File No. 1-11373)*

Form of DirectorsStock Option Agreement under the Cardinal Heatih, Outside Directors Equity Incentive Plan (grantsde in November 2001 and May ¢
November 2002) (incorporated by reference to ExHiBi03 to Cardinal Health’s Quarterly Report onrrd.0-Q for the quarter ended December 31, 2001,
No. 1-11373)*

Form of DirectorsStock Option Agreement under the Cardinal Healtit,. IOutside Directors Equity Incentive Plan (gramtade in November 2003 a
December 2004) (incorporated by reference to EkHiBi04 to Cardinal Health’s Quarterly Report onrd.0-Q for the quarter ended December 31, 2003,
No. 1-11373)*

Form of DirectorsStock Option Agreement under the Cardinal Healtic, Amended and Restated Outside Directors Equitgritive Plan (grants made
November 2005 and December 2006) (incorporatecefgrence to Exhibit 10.08 to Cardinal Health’s @atrReport on Form B-filed on November 7, 200!
File No. 1-11373)*

Form of DirectorsStock Option Agreement under the Cardinal Healte, Amended and Restated Outside Directors Equitgritive Plan, as amended (gre
made in November and December 2006 and August avériNber 2007) (incorporated by reference to ExHiBi03 to Cardinal Health’Current Report on For
8-K filed on November 13, 2006, File No. 1-11373)*

Cardinal Health, Inc. 2007 Nonemployee &oes Equity Incentive Plan (incorporated by refieeeto Exhibit 10.4 to Cardinal HealthQuarterly Report on For
10-Q for the quarter ended December 31, 2007 Nrilel-11373)*

First Amendment to Cardinal Health, IncO2MWNonemployee Directors Equity Incentive Plan diporated by reference to Exhibit 10.2.1 to Carlditealth’s
Quarterly Report on Form 10-Q for the quarter enflegtember 30, 2009, File No. 1-11373)*

Second Amendment to the Cardinal Health, Inc. 200iiemployee Directors Equity Incentive Plan (inavgted by reference to Exhibit 10.5 to Cardinal lttes
Quarterly Report on Form 10-Q for the Quarter endedember 31, 2011, File No. 1-11373)*
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10.5.4

10.5.5

10.5.6

10.6.1

10.6.2

10.7.1

10.7.2

10.7.3

10.7.4

10.8.1

10.8.2

10.8.3

10.8.4

10.8.5

10.8.6

10.9.1

10.9.2

10.10

10.11.1

10.11.2

10.12

10.13.1

10.13.2

10.14.1
10.14.2
10.15.1

10.15.2

Form of DirectorsStock Option Agreement under the Cardinal Healtb, 2007 Nonemployee Directors Equity IncentivenRigrants made in November 20(
(incorporated by reference to Exhibit 10.5 to CaatiHealth’s Quarterly Report on Form 10-Q for thmrter ended December 31, 2007, File No. 1-11373)*

Form of Directors’Restricted Share Units Agreement under the Carditedlth, Inc. 2007 Nonemployee Directors Equityelmtive Plan (grants made
November 2010 and thereafter) (incorporated byreefee to Exhibit 10.3 to Cardinal Health’s QuastdReport on Form 1@ for the quarter ended December
2010, File No. 1-11373)*

Form of DirectorsRestricted Share Units Agreement under the Carditealth, Inc. 2007 Nonemployee Directors Equityelmtive Plan (for grants made
November 2011 and thereafter) (incorporated byresfge to Exhibit 10.6 to Cardinal Health's Quayt&eport on Form 1@ for the quarter ended December
2011, File No. 1-11373)*

Term Sheet for Adjustments to Cardinal Health StBgkions and Terms of CareFusion Stock Options @orent and former U.S. Cardinal Health employ:
(incorporated by reference to Exhibit 10.2 to CaatiHealth’s Current Report on Form 8-K filed omp&smber 1, 2009, File No. 1-11373)*

Term Sheet for Adjustments to Cardinal Health StOgitions and Terms of CareFusion Stock Options [Fgctors) (incorporated by reference to Exhilfit514
to Cardinal Health’'s Annual Report on Form 10-K fioe fiscal year ended June 30, 2010, File No.373})*

Cardinal Health, Inc. Broadly-based Equityentive Plan, as amended (incorporated by reéerém Exhibit 10.52 to Cardinal HealthAnnual Report on Fori
10-K for the fiscal year ended June 30, 2002, Ride 1-11373)*

Second Amendment to the Cardinal Healith, Bnoadly-based Equity Incentive Plan, as amerfatetrporated by reference to Exhibit 10.4.2 todDaal Healths
Annual Report on Form 10-K for the fiscal year ethdene 30, 2007, File No. 1-11373)*

Third Amendment to the Cardinal Health,. [Booadly-based Equity Incentive Plan, as amendezb(porated by reference to Exhibit 10.5 to Caatlidealths
Quarterly Report on Form 10-Q for the quarter endedember 31, 2009, File No. 1-11373)*

Form of Nonqualified Stock Option Agreementier the Cardinal Health, Inc. Broadigsed Equity Incentive Plan, as amended (grant rieaelxecutive officer
in November 2003) (incorporated by reference toikiki10.6.4 to Cardinal Health's Annual Report ariR 10K for the fiscal year ended June 30, 2011, File
1-11373)*

Cardinal Health Deferred Compensation Pdamended and restated effective January 1, 20@®rfinrated by reference to Exhibit 10.6.5 to Calblidealths
Annual Report on Form 10-K for the fiscal year ethdene 30, 2008, File No. 1-11373)*

First Amendment to Cardinal Health Deferred Compéna Plan, amended and restated effective Jariya2909 (incorporated by reference to Exhibit 11@.
Cardinal Health’s Quarterly Report on Form 10-Qtfee quarter ended September 30, 2008, File NA.37-3)*

Second Amendment to Cardinal Health Deferred Comsgion Plan, as amended and restated effectiveaty2009 (incorporated by reference to Exhibitl:
to Cardinal Health's Quarterly Report on Form 10eQthe quarter ended March 31, 2010, File No. 37R)*

Third Amendment to Cardinal Health Deferred Comp¢ings Plan, as amended and restated effective dahud009 (incorporated by reference to Exhibitl1i®
Cardinal Health’s Quarterly Report on Form 10-Qtfog quarter ended September 30, 2010, File NA.37-3)*

Fourth Amendment to the Cardinal Health Deferredn@ensation Plan, as amended and restated effeletiugary 1, 2009 (incorporated by reference to Eix
10.1 to Cardinal Health’s Quarterly Report on FA®AQ for the quarter ended March 31, 2011, File N&@1373)*

Fifth Amendment to the Cardinal Health Deferred @emsation Plan, as amended and restated effeetiveady 1, 2009 (incorporated by reference to ExAibil
to Cardinal Health's Quarterly Report on Form 1@€xhe quarter ended March 31, 2012, File No. 37R)*

Cardinal Health, Inc. Amended and Rest&dadagement Incentive Plan (incorporated by refezgndExhibit 10.02 to Cardinal HealthCurrent Report on For
8-K filed on November 13, 2006, File No. 1-11373)*

First Amendment to the Cardinal Health, lAmended and Restated Management Incentive (iocatgd by reference to Exhibit 10.7.2 to Cardinaklh’s
Annual Report on Form 10-K for the fiscal year eshdane 30, 2007, File No. 1-11373)*

Cardinal Health, Inc. Policy Regarding Shatder Approval of Severance Agreements (incorgatdty reference to Exhibit 10.09 to Cardinal HéaltGurren
Report on Form 8-K filed on August 7, 2006, File.Ne11373)*

Employment Agreement, dated August 5, 2D88veen Cardinal Health, Inc. and George S. Baireorporated by reference to Exhibit 10.1 tadleal Healths
Current Report on Form 8-K/A filed on August 10020File No. 1-11373)*

Form of amended and restated Aircraft Time Shafiggeement between Cardinal Health, Inc. and Ge&rgRarrett (incorporated by reference to Exhibit12
to Cardinal Health’s Quarterly Report on Form 10eQthe quarter ended September 30, 2009, FileINd373)*

Confidentiality and Business Protection Agreemeffective as of February 15, 2010, between Cardifedlth, Inc. and Michael C. Kaufmann (incorporalbst
reference to Exhibit 10.15 to Cardinal Health’s AahReport on Form 10-K for the fiscal year endedel30, 2010, File No. 1-11373)*

Confidentiality and Business Protection Agreemefffiective as of September 29, 2008, between Cdrétiralth, Inc. and Michael A. Lynch (incorporateyd
reference to Exhibit 10.16 to Cardinal Health’s AahReport on Form 10-K for the fiscal year endexde]30, 2010, File No. 1-11373)*

Separation Letter, dated as of April 9, 2012, betw€ardinal Health, Inc. and Michael A. Lynch (inporated by reference to Exhibit 10.1 to Cardinahbkh's
Current Report on Form 8-K filed on April 10, 20ER2le No. 1-11373)*

Confidentiality and Business Protectiomefegnent, effective as of April 9, 2012, betweendBwl Health, Inc. and Donald M. Casey, Jr.*
Offer Letter to Donald M. Casey, Jr. dagdil 9, 2012*

Form of Indemnification Agreement betw&andinal Health, Inc. and certain individual dirst (incorporated by reference to Exhibit 10.3&€tydinal Healths
Annual Report on Form 10-K for the fiscal year eshdane 30, 2004, File No. 1-11373)

Form of Indemnification Agreement between Cardidahlth, Inc. and certain individual executive offis (incorporated by reference to Exhibit 10.3€&vdinal
Health’s Annual Report on Form 10-K for the fisgabr ended June 30, 2004, File No. 1-11373)
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10.16.1

10.16.2

10.17.1

10.17.2

10.17.3

10.17.4

10.17.5

10.17.6

10.17.7

10.17.8

10.17.9

10.17.10

10.17.11

10.18

10.19.1

10.19.2

10.19.3

10.19.4

10.19.5

10.19.6

10.19.7

10.19.8

10.19.9

Description of Nonemployee Directors Compensatii@ctive November 1, 2009 until November 1, 201é&¢irporated by reference to Exhibit 10.23.2 to Qaat
Health’s Annual Report on Form 10-K for the fisgakr ended June 30, 2009, File No. 1-11373)*

Description of Nonemployee Directors Compensatibactve November 2, 2011 (incorporated by refeeetacExhibit 10.14.2 to Cardinal Health's AnnuapBe
on Form 10-K for the fiscal year ended June 3012@1le No. 1-11373)*

Issuing and Paying Agency Agreement, dated Auguf096, between Cardinal Health, Inc. and The Bainklew York (incorporated by reference to Exh
10.01 to Cardinal Health’s Annual Report on FormKLfdr the fiscal year ended June 30, 2006, File N&1373)

First Amendment to Issuing and Paying Agency Agreetndated February 28, 2007, between Cardinalthidalc. and The Bank of New York (incorporated
reference to Exhibit 10.01 to Cardinal Health's @at Report on Form 8-K filed on March 6, 2007 gRio. 1-11373)

Commercial Paper Dealer Agreement, dated Augu096, between Cardinal Health, Inc. and J.P. Moigacurities Inc. (incorporated by reference to Bitl
10.02 to Cardinal Health’s Annual Report on FormKLfdr the fiscal year ended June 30, 2006, File N4@1373)

First Amendment to Commercial Paper Dealer Agreentated February 28, 2007, between Cardinal Heldth and J.P. Morgan Securities Inc. (incorpatdig
reference to Exhibit 10.02 to Cardinal Health’s @at Report on Form 8-K filed on March 6, 2007eRWo. 1-11373)

Commercial Paper Dealer Agreement, dated Augu2006, between Cardinal Health, Inc. and Banc of AcaeSecurities LLC (incorporated by reference
Exhibit 10.03 to Cardinal Health’'s Annual Reportfeorm 10-K for the fiscal year ended June 30, 26Wé&,No. 1-11373)

First Amendment to Commercial Paper Dealer Agreemdated February 28, 2007, between Cardinal Heatth. and Banc of America Securities LI
(incorporated by reference to Exhibit 10.03 to @aatiHealth’s Current Report on Form 8-K filed orahh 6, 2007, File No. 1-11373)

Commercial Paper Dealer Agreement, dated Augu&006, between Cardinal Health, Inc. and Wachovipit@aMarkets, LLC (incorporated by reference
Exhibit 10.04 to Cardinal Health’s Annual Reportfeorm 10-K for the fiscal year ended June 30, 2616,No. 1-11373)

First Amendment to Commercial Paper Dealer Agreemeated February 28, 2007, between Cardinal Heatth. and Wachovia Capital Markets, LI
(incorporated by reference to Exhibit 10.04 to @zatiHealth’s Current Report on Form 8-K filed oraMh 6, 2007, File No. 1-11373)

Commercial Paper Dealer Agreement, dated Augudd96, between Cardinal Health, Inc. and Goldmaoh§& Co. (incorporated by reference to ExhibitOK
to Cardinal Health’'s Annual Report on Form 10-K fioe fiscal year ended June 30, 2006, File No.373)

First Amendment to Commercial Paper Dealer Agredjragated February 28, 2007, between Cardinal Hehlth and Goldman, Sachs & Co. (incorporatec
reference to Exhibit 10.05 to Cardinal Health’s ©@at Report on Form 8-K filed on March 6, 2007eRWo. 1-11373)

Form of Commercial Paper Dealer Agreertinnbrporated by reference to Exhibit 10.2 to QaatiHealth’s Current Report on Formk8filed on April 21, 2009
File No. 1-11373)

FiveYear Credit Agreement, dated as of May 12, 2011gragrthe Company, certain lenders, JPMorgan Chas&,B&A. as Administrative Agent, Bank
America, N.A. and Morgan Stanley Senior Funding. ks Syndication Agents, Barclays Bank PLC andt§e Bank Securities Inc. as Documentation Ag
and J.P. Morgan Securities, LLC, Merrill Lynch, Rie, Fenner & Smith Incorporated and Morgan StaSlegior Funding, Inc. as Joint Lead Arrangers aadk
Managers (incorporated by reference to Exhibit 16.Cardinal Health’s Current Report on Form 8-édion May 13, 2011, File No. 1-11373)

Third Amended and Restated Receivables PurchasseAwmt, dated as of November 19, 2007, among Gardealth Funding, LLC, Griffin Capital, LLC, ea
entity signatory thereto as a Conduit, each erdigyatory thereto as a Financial Institution, eaality signatory thereto as a Managing Agent anc:hiaia
Capital Markets, LLC, as the Agent (incorporatedréference to Exhibit 10.1 to Cardinal Health's @at Report on Form 8-filed on November 26, 200
File No. 1-11373)

First Amendment, dated as of November 13, 2008heoThird Amended and Restated Receivables Purdhgigement, dated as of November 19, 2007, ar
Cardinal Health Funding, LLC, Griffin Capital, LL@ach entity signatory thereto as a Conduit, eatityesignatory thereto as a Financial Institutieach entity
signatory thereto as a Managing Agent and WachOweipgital Markets, LLC, as the Agent (incorporatedréference to Exhibit 10.1 to Cardinal HeadtiCurren
Report on Form 8-K filed on November 18, 2008, N 1-11373)

Second Amendment and Joinder to the Third AmendedRestated Receivables Purchase Agreement and dknegrt to the Performance Guaranty, dated
May 1, 2009 (incorporated by reference to Exhilfitl1ito Cardinal Health’'s Quarterly Report on FortrQ for the quarter ended March 31, 2009, File No.
11373)

Third Amendment, dated as of November 10, 200%th& Third Amended and Restated Receivables Purchgesement, dated as of November 19, 2
(incorporated by reference to exhibit 10.1 to CaatiHealth’s Current Report on Form 8-K filed onygmber 16, 2009, File No. 1-11373)

Fourth Amendment, dated as of March 25, 2010, ¢dTihird Amended and Restated Receivables Purchgeeent and Waiver, dated as of November 19,
(incorporated by reference to Exhibit 10.2 to CaatiHealth’s Quarterly Report on Form 10-Q for therter ended March 31, 2010, File No. 1-11373)

Fifth Amendment, dated as of August 30, 2010, te Third Amended and Restated Receivables Purchagseefent, dated as of November 19, 2
(incorporated by reference to Exhibit 10.2 to thmrpany’s Quarterly Report on Form 10-Q for the tpraended September 30, 2010, File No. 1-11373)
Sixth Amendment, dated as of November 9, 2010,hto Third Amended and Restated Receivables Purchgesement, dated as of November 19, 2
(incorporated by reference to Exhibit 10.1 to trerpany’s Current Report on Form 8-K filed on Novemb2, 2010, File No. 1-11373)

Third Amended and Restated Performance Guarantgddss of March 25, 2010, executed by Cardinal tHeéhc. in favor of Cardinal Health Funding, LI
(incorporated by reference to Exhibit 10.3 to CaatiHealth’s Quarterly Report on Form 10-Q for therter ended March 31, 2010, File No. 1-11373)

Omnibus Amendment and Waiver, dated as of Decem®e?009, to the Third Amended and Restated RebleisdPurchase Agreement and Waiver, dated
November 19, 2007 (incorporated by reference toiliixh0.23.8 to the Company’s Annual Report on FA®K for the fiscal year ended June 30, 2010, File
1-11373)
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10.20.1

10.20.2
10.20.3

10.20.4

121
21.1
23.1
31.1
31.2
32.1
32.2
99.1
101.INS
101.SCH
101.CAL
101.DEF
101.LAB
101.PRE

Tax Matters Agreement, dated as of August 31, 2B9&nd between Cardinal Health, Inc. and CarefuSiorporation (incorporated by reference to Exhilfit3
to Cardinal Health’s Current Report on Form 8-kdilon September 4, 2009, File No. 1-11373)

First Amendment to Tax Matters Agreeméated as of May 28, 2012, by and between CardiraltH, Inc. and CareFusion Corporation

Separation Agreement, dated July 22, 2009, by atdden Cardinal Health, Inc. and CareFusion Cotmordincorporated by reference to Exhibit 2.1 tardinal
Health’s Current Report on Form 8-K filed on JuB; 2009, File No. 1-11373)

CareFusion Corporation 2009 Long-Termutige Plan (incorporated by reference to Exhibitl9® CareFusion’s Registration Statement on Foi@n(Sile No.
333-161615) filed with the Securities and ExchaBgenmission on August 28, 2009)*

Computation of Ratio of Earnings to Fixed Qles

List of Subsidiaries of Cardinal Health, Inc.

Consent of Independent Registered Public &atiing Firm

Certification of Chief Executive Officer puemt to Section 302 of the Sarbanes-Oxley Act 6220

Certification of Chief Financial Officer puiant to Section 302 of the Sarbanes-Oxley Act @220

Certification of Chief Executive Officer puemnt to 18 U.S.C. Section 1350, as adopted pursa@ection 906 of the Sarbanes-Oxley Act of 2002
Certification of Chief Financial Officer puiant to 18 U.S.C. Section 1350, as adopted pursa&@ection 906 of the Sarbanes-Oxley Act of 2002
Statement Regarding Forward-Looking Inforovati

XBRL Instance Document

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation LinideaDocument

XBRL Taxonomy Definition Linkbase Document

XBRL Taxonomy Extension Label Linkbase Dawent

XBRL Taxonomy Extension Presentation LasébDocument

* Management contract or compensation plan or gearent.

Cardinal Health Website

We use our website as a channel of distributiomfaterial information about us. Important infornoati including news releases, earnings
analyst presentations and financial informatioroiginely posted and accessible on the Investage pawww.cardinalhealth.com. In additi
our website allows investors and other interestasdqns to sign up to automatically receive emaitalwhen we post news releases,

filings and certain other information on our websit
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Signatures
Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Resyisthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized, on August 22, 2012 .

Cardinal Health, Inc.
By: /sl GEORGE S. BARRETT

George S. Barrett

Chairman and Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpithe following persons on behall
the Registrant and in the capacities indicated ogust 22, 2012 .

Name Title

/s/ GEORGE S. BARRETT Chairman and Chief Executive Officer and Directanir{cipal executive officer)
George S. Barrett

/sl  JEFFREY W. HENDERSON Chief Financial Officer (principal financial office
Jeffrey W. Henderson

/sl STUART G. LAWS Senior Vice President and Chief Accounting Offifnincipal accounting officer)

Stuart G. Laws

/sl COLLEEN F. ARNOLD Director

Colleen F. Arnold

/sl GLENN A.BRITT Director
Glenn A. Britt
/sl CARRIE S. COX Director

Carrie S. Cox

/sl CALVIN DARDEN Director

Calvin Darden

/sl BRUCE L. DOWNEY Director

Bruce L. Downey

/sl JOHN F. FINN Director
John F. Finn
/sl GREGORY B. KENNY Director

Gregory B. Kenny

/sl DAVID P. KING Director
David P. King
/sl RICHARD C. NOTEBAERT Director

Richard C. Notebaert

/sl DAVID W. RAISBECK Director

David W. Raisbeck

/sl JEAN G. SPAULDING, M.D. Director
Jean G. Spaulding, M.D.
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Cardinal Health, Inc. and Subsidiaries
Schedule Il - Valuation and Qualifying Accounts (3)

Balance at Beginning Charged to Costs and Charged to Other Balance at End of
(in_millions) of Period Expenses Accounts (1) Deductions (2) Period
Fiscal 2012
Accounts receivable $ 134 % 22 % 1 3 B s 12€
Finance notes receivable 15 — — 1 16
Net investment in sales-type leases 1 — — — 1
$ 15¢ % 22 3 1 3 300 $ 142
Fiscal 2011
Accounts receivable $ 122 $ 23 % 5 % @n $ 134
Finance notes receivable 16 4 — 5) 15
Net investment in sales-type leases 1 — — — 1
$ 14C % 27 $ 5 8 22 $ 15C
Fiscal 2010
Accounts receivable $ 102 8 25 % 4 % 9 $ 123
Finance notes receivable 14 2 — — 16
Net investment in sales-type leases 1 — — — 1
$ 116 $ 27 $ 4 3 © $ 14C

(1) During fiscal 2012 and 2010 recoveries of antsyrovided for or written off in prior years we$el million and $ 4 million respectively
(2) Write-off of uncollectible account
(3) Amounts included herein pertain to the continuipgrmations of the Compar
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Exhibit 10.1.3

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, Inan, @hio corporation (the “Company”), has awardefetaployee name]
(“Awardee”), an option (the “Option”) to purchase¢f shares] common shares, without par valueh@fompany (the
“Shares”) for a price of [$X.XX] per share. The @pthas been granted under the Cardinal Health 201 Long-Term
Incentive Plan (the “Plan”), and will include and subject to all provisions of the Plan, which iamrporated herein by
reference, and will be subject to the provisionthi Agreement. Capitalized terms used in thise&gnent which are not
specifically defined will have the meanings asait@ such terms in the Plan. [CLIFF ALTERNATIVE: i§lOption vests and
becomes exercisable on the [ ] anniversary of temtDate (the “Vesting Date”), subject to the psans of this Agreement,
including those relating to Awardee’s continued yment with the Company and its Affiliates (collieely, the “Cardinal
Group”).] [INSTALLMENT ALTERNATIVE: This Option vets and becomes exercisable in [ ] installmentsciviiill be as
nearly equal as possible, on the [ ] anniversarfdbe Grant Date (each a “Vesting Datéth respect to the portion of the Opti
scheduled to vest on such date), subject in easmhtoahe provisions of this Agreement, includingse relating to Awardee’s
continued employment with the Company and its &ffés (collectively, the “Cardinal Group”).] In tleeent of a Change of
Control prior to the Participarg'Termination of Employment, the Option vests ilh funless a Replacement Award is provide
the Participant in accordance with Section 16(lthefPlan. This Option will expire on [date of engtion] (the ‘Grant Expiratior
Date”).

1. Method of Exercise and Payment of Price

(@) Method of Exercise At any time when all or a portion of the Optieneixercisable under the Plan and this
Agreement, some or all of the exercisable portibtihe Option may be exercised from time to timeabitten notice to the
Company, or such other method of exercise as mapéeified by the Company, including without lintiten, exercise by
electronic means on the web site of the Compamyd-party equity plan administrator, which will:

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

(i)  if the Option is being exercised by anyone othantAwardee, if not already provided, be accompahied
proof satisfactory to counsel for the Company eftight of such person or persons to exercise fiteo@®under the Plan
and all applicable laws and regulations.

(b) Payment of Price The full exercise price for the portion of thet®@p being exercised shall be paid to the
Company as provided below:

() incash;
(i) by check acceptable to the Company or wire trar(giemominated in U.S. Dollars);

(i)  subject to any conditions or limitations establhg the Administrator, other Shares owned by Award
that have a Fair Market Value on the date of suleeequal to or




greater than the aggregate exercise price of theeStas to which said Option is exercised (it beigigeed that
the excess of the Fair Market Value over the agggeegxercise price will be refunded to Awardeehwity fractional
Share being repaid in cash);

(iv) if permitted by the Administrator, consideratiome®ed by the Company under a broker-assistedasale
remittance program acceptable to the Administrator;

(v) if permitted by the Administrator, and subject ttya@onditions or limitations established by the
Administrator, the Company’s withholding Sharesesthise issuable upon exercise of the Option putsioas “net
exercise” arrangement; or

(vi) any combination of the foregoing methods of payment

2. Transferability. The Option is transferable (a) at Awardee’s deayhAwardee by will or pursuant to the laws of
descent and distribution, and (b) by Awardee duimgrdee’s lifetime, without payment of consideoatito (i) the spouse,
former spouse, parents, stepparents, grandpapaments-in-law, siblings, siblings-in-law, childrestepchildren, children-itaw,
grandchildren, nieces or nephews of Awardee, oradingr persons sharing Awardee’s household (ottear tenants or
employees) (collectively, “Family Members”) or (@)trust, partnership or other entity controlleddwardee or Awardee’s
Family Members and in which Awardee or Awardee’'miiya Members have 100% of the pecuniary interesiyiged, however,
that subsequent transfers of the transferred Optierprohibited, except (X) if the transferee isratividual, at the transferee’s
death by the transferee by will or pursuant toléives of descent and distribution, and (Y) withoayment of consideration to t
individuals or entities listed in subparagraphgi{lor (i) above, with respect to the original Awlae. The Administrator may, in
its discretion, permit transfers to other persams entities as permitted by the Plan. Neither asfier under a domestic relations
order in settlement of marital property rights adransfer to an entity in which more than 50%hef voting interests are owned
by Awardee or Family Members in exchange for aariggt in that entity will be considered to be asfar for consideration.
Within 10 days of any transfer, Awardee shall notife Company in writing of the transfer. Followitrgnsfer, the Option
continues to be subject to the same terms and tomslas were applicable immediately prior to tfanand, except as otherwise
provided in the Plan or this Agreement, refereriodbe original Awardee are deemed to refer tarthesferee. The events of a
Termination of Employment of Awardee provided inggraph 3 hereof continue to be applied with resfmethe original
Awardee, following which the Option is exercisablethe transferee only to the extent, and for thggls, specified in
paragraph 3. The Company has no obligation toyatify transferee of AwardeeTermination of Employment with the Cardi
Group for any reason. The conduct prohibited of Alga in paragraph 5 hereof continues to be prautnt Awardee following
transfer to the same extent as immediately pridraasfer and the Option (or its economic valueg@sicable) is subject to
forfeiture by the transferee and recoupment fromafdee to the same extent as would have been theotasvardee had the
Option not been transferred. Awardee remains sulbjehe recoupment provisions of paragraphs 51&ndf this Agreement and
tax withholding provisions of Section 31 of the #fallowing transfer of the Option.

3. Termination of Employment

(a) Termination of Employment by Reason of Death orbility . If a Termination of Employment occurs by reason
of death or Disability prior to the vesting in fulf the Option, but at least six months from theaf@Date, then any unvested
portion of the Option vests upon and becomes esadét in full from and after such death or Dis&pillThe Option may
thereafter be exercised by the Awardee, any tramsfef Awardee, if applicable, or by the legal egmtative of the estate or by
the legatee of Awardee under the will of Awardemfrthe date of such death or Disability until theu@ Expiration Date.




(b) Termination of Employment by Reason of Retiremdha Termination of Employment occurs by reasén o
Retirement prior to the vesting in full of the Qptj but at least six months from the Grant Daten th Ratable Portion of each
installment of the Option that would have vestedeanh future Vesting Date immediately vests andines exercisable. Such
“Ratable Portion,” with respect to the applicalristallment, is an amount equal to such installeéthe Option scheduled to
vest on the applicable Vesting Date multiplied Hya&tion, the numerator of which is the numbedays from the Grant Date
through the date of such termination, and the démator of which is the number of days from the Giaate through such
Vesting Date. The Option, to the extent vested, bwgxercised by Awardee (or any transferee, ifiegape) until the Grant
Expiration Date. If Awardee dies after Retiremdntt before the Grant Expiration Date, the Optiornthe extent vested, may be
exercised by any transferee of the Option, if aygtile, or by the legal representative of the estaby the legatee of Awardee
under the will of Awardee from and after such daattil the Grant Expiration Date.

(c) Other Termination of Employmentf a Termination of Employment occurs by any masther than death,
Retirement or Disability (each at least six morfthsn the Grant Date) or in connection with a Chanfj€ontrol as set forth in
Section 16(b)(iii) of the Plan, any unexercisedtioorof the Option which has not vested on sucle d@&fTermination of
Employment is automatically forfeited. Subject ®cgon 16(b)(iii) of the Plan and subparagraph$ &(al (b) above, Awardee
(or any transferee, if applicable) will have 90 sléipm the date of Termination of Employment oriluhie Grant Expiration
Date, whichever period is shorter, to exercise@onyion of the Option that is vested and exercisain the date of Termination
of Employment; provided, however, that if the Temation of Employment was a Termination for Causajetermined by the
Administrator, the Option may be immediately carddby the Administrator (whether then held by Avesradr any transferee).

4. Restrictions on ExerciseThe Option is subject to all restrictions in thigreement and/or in the Plan. As a
condition of any exercise of the Option, the Comparay require Awardee or his or her transfereauocaessor to make any
representation and warranty to comply with any i@able law or regulation or to confirm any factu@tters (including
Awardee’s compliance with the terms of paragraplf this Agreement or any employment or severanceeagent between the
Cardinal Group and Awardee) reasonably requesteidbompany. The Option is not exercisable if sexdrcise would
involve a violation of any Applicable Law.

5. Special Forfeiture and Repayment Rul&his Agreement contains special forfeiture anghyenent rules intended
to encourage conduct that protects the Cardinali@sdegitimate business assets and discouragaucotitat threatens or harms
those assets. The Company does not intend to heveehefits of this Agreement reward or subsid@®act detrimental to the
Company, and therefore will require the forfeitofeéhe benefits offered under this Agreement amdrépayment of gains
obtained from this Agreement, according to thegsleecified below. Activities that trigger the feittire and repayment rules are
divided into two categories: Misconduct and ContpetConduct.

(@) Misconduct. During employment with the Cardinal Group andtfoee years after the Termination of Employn
for any reason, Awardee agrees not to engage indviduct. If Awardee engages in Misconduct duringpleyment or within
three years after the Termination of Employmentafioy reason, then

() Awardee immediately forfeits the Option (or anytghereof that has not been exercised) which
automatically terminates, and

(i)  Awardee shall, within 30 days following written e from the Company, pay to the Company in cash an
amount equal to (A) the gross gain to Awardee grteansferee from each and every exercise of thio@pt any time
within three years prior to the date the Miscondirst occurred (as determined by the Administratess (B) $1.00. The

gross gain is calculated by subtracting the exengifce paid for the Shares from the Fair Markdu®af the Shares on
the exercise date.




As used in this AgreementMisconduct” means

(A) disclosing or using any of the Cardinal Group'sfictemtial information (as defined by the applicable
Cardinal Group policies and agreements) withoupera@uthorization from the Cardinal Group or in aapacity other
than as necessary for the performance of Awardssigned duties for the Cardinal Group;

(B) violation of applicable Cardinal Group policies¢liding but not limited to conduct which would
constitute a breach of any representation or éeaté of compliance signed by Awardee;

(C) fraud, gross negligence or willful misconduct by &wee, including but not limited to fraud, gross
negligence or willful misconduct causing or contitihg to a material error resulting in a restatenwdrihe financial
statements of any member of the Cardinal Group;

(D) directly or indirectly soliciting or recruiting famployment or contract work on behalf of a person
entity other than a member of the Cardinal Groupy, @erson who is an employee, representative,affic director in
the Cardinal Group or who held one or more of thasstions at any time within the 12 months prinAtwardee’s
Termination of Employment;

(E) directly or indirectly inducing, encouraging or sing an employee of the Cardinal Group to terminate
his/her employment or a contract worker to tern@r@s/her contract with a member of the Cardinaupr

(F) any action by Awardee and/or his or her represiemthat either does or could reasonably be ergdeoct
undermine, diminish or otherwise damage the reiatiqp between the Cardinal Group and any of itsorners,
prospective customers, vendors, suppliers and/piamees known to Awardee; and

(G) breaching any provision of any employment or sevegaagreement with a member of the Cardinal Gi

(b) Competitor Conductlf Awardee chooses to engage in Competitor Condudng employment or within one year
after the Termination of Employment for any reagben

() Awardee immediately forfeits the Option (or anytghereof that has not been exercised) which
automatically terminates, and

(i)  Awardee shall, within 30 days following written it from the Company, pay to the Company in cash an
amount equal to (A) the gross gain to Awardee grteansferee from each and every exercise of theo@pt any time
since the earlier of one year prior to the dateGbmpetitor Conduct first occurred (as determingdhe Administrator)
and one year prior to the Termination of Employmérdpplicable, less (B) $1.00. The gross gaicakulated by
subtracting the exercise price paid for the Shixoes the Fair Market Value of the Shares on thaage date.

As used in this Agreement,Competitor Conduct ” means accepting employment with, or directlyratifectly providing
services to, a Competitor in the United Statedwhrdee has a Termination of Employment and Awdsleesponsibilities to tF
Cardinal Group were limited to a specific territanyterritories within or outside the United Statiesing the 24 months prior to
the Termination of Employment, then Competitor Qaectdwill be limited to that specific territory oerritories. A “Competitor”
means any person or business that competes withrdideicts or services provided by a member of theli@al Group for which
Awardee had business responsibilities within 24 tin®prior to Termination of Employment or about efhiAwardee obtained
confidential information




(as defined by the applicable Cardinal Group peti@r agreements).
(c) General

()  Nothing in this paragraph 5 constitutes or is ta@brstrued as a “noncompete” covenant or otheraiast
on employment or trade. The provisions of this geaph do not prevent, nor are they intended togae\Awardee from
seeking or accepting employment or other work detsihe Cardinal Group. The execution of this Agreenis
voluntary. Awardee is free to choose to comply wfith terms of this Agreement and receive the benefiered or else
reject this Agreement with no adverse consequetacas/ardee’s employment with the Cardinal Group.

(i)  Awardee agrees to provide the Company with at [B@stays’ written notice prior to accepting
employment with or providing services to a Competfirior to one year after Termination of Employrmen

(i)  Awardee acknowledges receiving sufficient consitienafor the requirements of this paragraph 5,
including Awardee’s receipt of the Option. Awardagher acknowledges that the Company would novidethe
Option to Awardee without Awardee's promise to alidgt the terms of this paragraph 5. The parties atknowledge
that the provisions contained in this paragrapheSaacillary to, or part of, an otherwise enfordeagreement at the
time this Agreement is made.

(iv) Awardee may be released from the obligations af plairagraph 5 if and only if the Administrator
determines, in writing and in the Administratodesdiscretion, that a release is in the best éstisrof the Company.

6. Right of SetOff . By accepting this Option, Awardee consents tedudtion from, and set-off against, any amounts
owed to Awardee that are not treated as “non-qadldeferred compensation” under Section 409A efGbde by any member
of the Cardinal Group from time to time (includirut not limited to, amounts owed to Awardee asegageverance payments
or other fringe benefits) to the extent of the amewwed to the Cardinal Group by Awardee under Agreement.

7. Withholding Tax.

(@) Generally. Awardee is liable and responsible for all taxagd in connection with the exercise of the Option,
regardless of any action the Company takes witheresto any tax withholding obligations that aiise€onnection with the
Option. The Company does not make any representatiandertaking regarding the tax treatment ottitb@&tment of any tax
withholding in connection with the exercise of tBption. The Company does not commit and is undestiigation to structure
the Option or the exercise of the Option to reduiceliminate 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 thes&adtion of the minimum amount of any domesticarefgn tax withholding
obligation, whether national, federal, state oalpmcluding any employment tax obligation (theaXTWithholding Obligation”)
in a manner acceptable to the Company. Any manmmsiged for in subparagraph 1(b) is an acceptaldamar to satisfy the Tax
Withholding Obligation unless otherwise determifgdhe Administrator.

8. Holding Period Requirementf Awardee is classified as an “officer” of th@@pany within the meaning of Rule
16a-1(f) under the Securities Exchange Act of 1834amended (the “Exchange Act”), on the Grant Dhtn, as a condition to
receipt of the Option, Awardee hereby agrees td Bblares purchased pursuant




to each exercise of all or a portion of this Optiaiith a Fair Market Value at the time of such equal to the After-Tax Net
Profit, until the first anniversary of such exeec{®r, if earlier, the date of Awardee’s Terminataf Employment). “After-Tax
Net Profi” means the total Fair Market Value at the time areise of Shares as to which this Option is exed;isinus the su
of (a) the aggregate exercise price to purchade Shares, and (b) the amount of all applicablertddstate, local or foreign
income, employment or other tax and other simiasfthat are withheld in connection with such a@gercThis paragraph 8 will
not apply on or after the date of a Change of @bntr

9. Governing Law/Venue for Dispute Resolution/Costd hagal Fees This Agreement is governed by the laws of
State of Ohio, without regard to principles of dan$ of law, except to the extent superseded byldlvs of the United States of
America.The parties agree and acknowledge that the laws tfe State of Ohio bear a substantial relationshipd the parties
and/or this Agreement and that the Option and benets granted herein would not be granted without thegovernance of
this Agreement by the laws of the State of Ohio. laddition, all legal actions or proceedings relatig to this Agreement
must be brought exclusively in state or federal cats located in Franklin County, Ohio and the parties executing this
Agreement hereby consent to the personal jurisdiadin of such courts Awardee acknowledges that the covenants contaimed i
paragraph 5 of this Agreement are reasonable ireadre fundamental for the protection of the Canys legitimate business
and proprietary interests, and do not adversebcafiwardee’s ability to earn a living. In the evémat it becomes necessary for
the Company to institute legal proceedings undsrAlgreement, Awardee is responsible to the Comgangll costs and
reasonable legal fees incurred by the Companyrnimection with the proceedings. Any provision oktAigreement which is
determined by a court of competent jurisdictioméoinvalid or unenforceable should be construddvited in a manner that is
valid and enforceable and that comes closest tbukiess objectives intended by the provisiorhavit invalidating or
rendering unenforceable the remaining provisionthisf Agreement.

10. Action by the Administrator The parties agree that the interpretation of Agieeement rests exclusively and
completely within the sole discretion of the Adnsinator. The parties agree to be bound by the idesi®f the Administrator
with regard to the interpretation of this Agreemantl with regard to any and all matters set fartthis Agreement. In fulfilling
his or her responsibilities, the Administrator nmaly upon documents, written statements of thegmriinancial reports or other
material as the Administrator deems appropriate. gdrties agree that there is no right to be heatd appear before the
Administrator and that any decision of the Admirastr relating to this Agreement, including withdimitation whether
particular conduct constitutes Misconduct or CortpeConduct, is final and binding. The Administtatmay delegate its
functions under this Agreement to an officer of @ardinal Group designated by the Administrator.

11. Prompt Acceptance of Agreementhe Option grant evidenced by this Agreementaillthe discretion of the
Administrator, be forfeited if this Agreement istmoanually executed and returned to the Companglemtronically executed t
Awardee by indicating Awardee’s acceptance of Agseement in accordance with the acceptance proesdet forth on the
Company'’s third-party equity plan administrator’siwsite, within 90 days of the Grant Date.

12. Electronic Delivery and Consent to Electronic Raptition. The Company may, in its sole discretion, decide t
deliver any documents related to the Option grawatew and participation in the Plan or future opgitimat may be granted under
the Plan by electronic means. Awardee hereby cossemeceive such documents by electronic delie@gy to participate in the
Plan through an on-line or electronic system eithbtl and maintained by the Company or anothes gfarty designated by the
Company, including the acceptance of option grantsthe execution of option agreements throughrelgic signature.

13. Notices. All notices, requests, consents and other comeations required or provided under this




Agreement to be delivered by Awardee to the Compeitiyoe in writing and will be deemed sufficieritdelivered by hand,
nationally recognized overnight courier, or ceeiifior registered mail, return receipt requestedtgue prepaid, and will be
effective upon delivery to the Company at the adslset forth below:

Cardinal Health, Inc.

7000 Cardinal Place
Dublin, Ohio 43017
Attention: General Counsel

All natices, requests, consents and other commtioicarequired or provided under this Agreemeridalelivered by the
Company to Awardee may be delivered by e-mail awriting and will be deemed sufficient if delivereg e-mail, hand,
facsimile, nationally recognized overnight couriar certified or registered mail, return receipjuested, postage prepaid, and
will be effective upon delivery to Awardee.

14. Employment Agreement, Offer Letter or Other Arramgat. To the extent a written employment agreemengroff
letter or other arrangement (“Employment Arrangetf)eghat was approved by the Human Resources amdp@asation
Committee or the Board of Directors or that wasraped in writing by an officer of the Company pumstito delegated author
of the Human Resources and Compensation Committegdes for greater benefits to Awardee with respe¢a) vesting of the
Option on Termination of Employment by reason adafied events or (b) exercisability of the Optfotiowing Termination of
Employment, than provided in this Agreement othia Plan, then the terms of such Employment Arramgewith respect to
vesting of the Option on Termination of Employmbmptreason of such specified events or exercisglifithe Option following
Termination of Employment supersede the terms li¢oethe extent permitted by the terms of the Plan.

15. Recoupment This Agreement will be administered in compliamdth Section 10D of the Exchange Act and any
applicable rules or regulations promulgated bySbkeurities and Exchange Commission or any nateealrities exchange or
national securities association on which the Shianag be traded. In its discretion, moreover, thenikdstrator may require
repayment to the Company of all or any portionhig Award if the amount of the Award was calculat@ded upon the
achievement of certain financial results that waresequently the subject of a restatement of thepgaay’s financial statement
Awardee engaged in misconduct that caused or boréd to the need for the restatement of the filshstatements, and the
amount payable to Awardee would have been lower tha amount actually paid to Awardee had the fif@mesults been
properly reported. This paragraph 15 is not the gamy’s exclusive remedy with respect to such matfEhis paragraph 15 will
not apply after a Change of Control.




16. Amendmentginy amendment to the Plan will be deemed to benaen@ment to this Agreement to the extent that
the amendment is applicable hereto; provided, hewdkat no amendment will impair the rights of Adee with respect to an
outstanding Award unless agreed to by Awardee @dCbmpany, which agreement must be in writingsigded by Awardee
and the Company. Other than following a Changemftt®l, no such agreement is required if the Adstmator determines in its
sole discretion that such amendment either (a&dsired or advisable in order for the Company Rten or the Option to satisfy
any Applicable Law or to meet the requirementsrgf accounting standard or (b) is not reasonabBlyiko significantly
diminish the benefits provided under the Optionthat any such diminishment has been adequatelpensated.

CARDINAL HEALTH, INC.

By:

Its:




ACCEPTANCE OF AGREEMENT

Awardee hereby: (a) acknowledges receiving a cdplyeoPlan, which has either been previously dediteor is provided with
this Agreement, and represents that he or shenigida with and understands all provisions of tHarPand this Agreement; (b)
voluntarily and knowingly accepts this Agreemend éime Option granted to him or her under this Agrest subject to all
provisions of the Plan and this Agreement, inclgdime provisions in this Agreement regarding “Reaoant” set forth in
paragraph 15 above and “Misconduct,” “Competiton@act” and “Special Forfeiture and Repayment Ruget"forth in
paragraph 5 above; and (c) represents that heeaurstherstands that the acceptance of this Agreetimentgh an on-line or
electronic system, if applicable, carries the séagal significance as if he or she manually sigtinésl Agreement. Awardee
further acknowledges receiving a copy of the Comg{gamost recent annual report to shareholders #mekr communications
routinely distributed to the Company’s shareholdard a copy of the Plan Description pertaininch Rlan.

[

Awardee’s Signature

Date]



Exhibit 10.14.1

Confidentiality and Business Protection Agreement

This Confidentiality and Business Protection Agreement (“Agreement”) is hereby entered into by and between
Donald M. Casey, Jr. (“Executive”) and Cardinal Health, Inc., an Ohio Corporation (the “Company”) effective as of
April 9, 2012.

It is hereby agreed as follows:

1. Consideration and Acknowledgements . The parties acknowledge that the provisions and covenants
contained in this Agreement are ancillary and material to, and in consideration of, the employment letter agreement
effective as of April 9, 2012 and that the limitations contained herein are reasonable in geographic and temporal scope
and do not impose a greater restriction or restraint than is necessary to protect the goodwill and other legitimate
business interests of the Company. The parties also acknowledge and agree that the provisions of this Agreement do
not adversely affect the Executive's ability to earn a living in any capacity that does not violate the covenants
contained herein. The parties further acknowledge and agree that the provisions of Section 9(a) below are accurate
and necessary because (i) this Agreement is entered into in the State of Ohio, (ii) Ohio has a substantial relationship
to the parties and to this transaction, (iii) Ohio is the headquarters state of the Company, which has operations
worldwide and has a compelling interest in having its employees treated uniformly, (iv) the use of Ohio law provides
certainty to the parties in any covenant litigation in the United States, and (v) enforcement of the provisions of this
Agreement would not violate any fundamental public policy of Ohio or any other jurisdiction.

2. Confidential Information . The Executive shall hold in a fiduciary capacity for the benefit of the Company
and all of its subsidiaries, partnerships, joint ventures, limited liability companies, and other affiliates (collectively, the
"Cardinal Group"), all secret or confidential information, knowledge or data relating to the Cardinal Group and its
businesses (including, without limitation, any proprietary and not publicly available information concerning any
processes, methods, trade secrets, research, secret data, costs, names of users or purchasers of their respective
products or services, business methods, operating procedures or programs or methods of promotion and sale) that the
Executive has obtained or obtains during the Executive's employment by the Cardinal Group and that is not public
knowledge (other than as a result of the Executive's violation of this Agreement) ("Confidential Information"). For the
purposes of this Agreement, information shall not be deemed to be publicly available merely because it is embraced
by general disclosures or because individual features or combinations thereof are publicly available. The Executive
shall not communicate, divulge or disseminate Confidential Information at any time during or after the Executive's
employment with the Cardinal Group, except with prior written consent of the applicable Cardinal Group company, or
as otherwise required by law or legal process. All records, files, memoranda, reports, customer lists, drawings, plans,
documents and the like that the Executive uses, prepares or comes into contact with during the course of the
Executive's employment shall remain the sole property of the Company and/or the Cardinal Group, as applicable, and
shall be turned over to the applicable Cardinal Group company upon termination of the Executive's employment.

3. Non-Recruitment of Cardinal Group Employees, etc . Executive shall not, at any time during the
Restricted Period (as defined in this Agreement), without the prior written consent of the Company, engage in the
following conduct (a "Solicitation™):




(i) directly or indirectly contact, solicit, recruit or employ whether as an employee, officer, director, agent, consultant or
independent contractor) any person who is or was at any time during the previous twelve months an employee,
representative, officer or director of the Cardinal Group; or (ii) take any action to encourage or induce any employee,
representative, officer or director of the Cardinal Group to cease his or her relationship with the Cardinal Group for any
reason. A "Solicitation" does not include any recruitment of employees for the Cardinal Group. The "Restricted Period"
means the period of Executive's employment with the Cardinal Group and the additional period ending twenty-four
months after the Executive’s date of termination of employment or date of retirement, as applicable.

4. No Competition -- Solicitation of Business . During the Restricted Period, the Executive shall not (either
directly or indirectly or as an officer, agent, employee, partner or director of any other company, partnership or entity)
solicit, service, or accept on behalf of any competitor of the Cardinal Group the business of (i) any customer of the
Cardinal Group during the time of the Executive's employment or at date of termination of employment, or (ii) any
potential customer of the Cardinal Group which the Executive knew to be an identified, prospective purchaser of
services or products of the Cardinal Group.

5.  No Competition -- Employment by Competitor . During the Restricted Period, the Executive shall not
invest in (other than in a publicly traded company with a maximum investment of no more than 1% of outstanding
shares), counsel, advise, or be otherwise engaged or employed by, any entity or enterprise that is in competition with
the business conducted by any member of the Cardinal Group, (other than a business that is not a significant business
to the Cardinal Group as a whole or to the entity or enterprise as a whole).

6. No Disparagement .

(a) The Executive and the Company shall at all times refrain from taking actions or making
statements, written or oral, that (A) denigrate, disparage or defame the goodwill or reputation of Executive or the
Cardinal Group, as the case may be, or any of its trustees, officers, security holders, partners, agents or former or
current employees and directors, or (B) are intended to, or may be reasonably expected to, adversely affect the
morale of the employees of the Cardinal Group. The Executive further agrees not to make any negative statements to
third parties relating to the Executive's employment or any aspect of the businesses of Cardinal Group and not to
make any statements to third parties about the circumstances of the termination of the Executive's employment, or
about the Cardinal Group or its trustees, directors, officers, security holders, partners, agents or former or current
employees and directors, except as may be required by a court or governmental body.

(b) The Executive further agrees that, following termination of employment for any reason, the
Executive shall assist and cooperate with the Company with regard to any matter or project in which the Executive
was involved during the Executive's employment with the Company, including but not limited to any litigation that may
be pending or may arise after such termination of employment. Further, the Executive agrees to notify the Company at
the earliest opportunity of any contact that is made by any third parties concerning any such matter or project. The
Company shall not unreasonably request such cooperation of Executive and shall cooperate with the Executive in
scheduling any assistance by the Executive, taking into account the Executive’s business and personal affairs, and
shall compensate the Executive for any lost wages or expenses associated with such cooperation and assistance.




7. Inventions . All plans, discoveries and improvements, whether patentable or unpatentable, made or
devised by the Executive, whether alone or jointly with others, from the date of the Executive's initial employment by
the Company and continuing until the end of any period during which the Executive is employed by the Cardinal
Group, relating or pertaining in any way to the Executive's employment with or the business of the Cardinal Group,
shall be promptly disclosed in writing to the Secretary of the Board and are hereby transferred to and shall redound to
the benefit of the Company, and shall become and remain its sole and exclusive property. The Executive agrees to
execute any assignment to the Company or its nominee, of the Executive's entire right, title and interest in and to any
such discoveries and improvements and to execute any other instruments and documents requisite or desirable in
applying for and obtaining patents, trademarks or copyrights, at the expense of the Company, with respect thereto in
the United States and in all foreign countries, that may be required by the Company. The Executive further agrees at
all times to cooperate to the extent and in the manner required by the Company, in the prosecution or defense of any
patent or copyright claims or any litigation, or other proceeding involving any trade secrets, processes, discoveries or
improvements covered by this Agreement, but all necessary expenses thereof shall be paid by the Company.

8. Acknowledgement and Enforcement . The Executive acknowledges and agrees that: (A) the purpose of
the foregoing covenants, including without limitation the noncompetition covenants of Sections 4 and 5, is to protect
the goodwill, trade secrets and other Confidential Information of the Company; (B) because of the nature of the
business in which the Cardinal Group is engaged and because of the nature of the Confidential Information to which
the Executive has access, the Company would suffer irreparable harm and it would be impractical and excessively
difficult to determine the actual damages of the Cardinal Group in the event the Executive breached any of the
covenants of this Agreement; and (C) remedies at law (such as monetary damages) for any breach of the Executive's
obligations under this Agreement would be inadequate. The Executive therefore agrees and consents that if the
Executive commits any breach of a covenant under this Agreement or threatens to commit any such breach, the
Company shall have the right (in addition to, and not in lieu of, any other right or remedy that may be available to it) to
temporary and permanent injunctive relief from a court of competent jurisdiction, without posting any bond or other
security and without the necessity of proof of actual damage.

9. Miscellaneous .

(@) This Agreement shall be governed by and construed in accordance with the laws of the State of
Ohio, without reference to principles of conflict of laws. If, under any such law, any portion of this Agreement is at any
time deemed to be in conflict with any applicable statute, rule, regulation or ordinance, such portion shall be deemed
to be modified or altered to conform thereto. The parties hereto irrevocably agree to submit to the jurisdiction and
venue of the courts of the State of Ohio in any action or proceeding brought with respect to or in connection with this
Agreement. The captions of this Agreement are not part of the provisions hereof and shall have no force or effect. This
Agreement constitutes the entire agreement of the parties with respect to the subject matter hereof. This Agreement
may not be amended or modified otherwise than by a written agreement executed by the parties hereto or their
respective successors and legal representatives.




(b) All notices and other communications hereunder shall be in writing and shall be given by hand
delivery to the other party or by registered or certified mail, return receipt requested, postage prepaid, addressed as
follows:

If to the Executive: At the most recent address on file for the Executive at the Company.

If to the Company: Cardinal Health, Inc.
7000 Cardinal Place
Dublin, Ohio 43017
Attention: General Counsel

or to such other address as either party shall have furnished to the other in writing in accordance herewith. Notice and
communications shall be effective when actually received by the addressee.

(c) The invalidity or unenforceability of any provision of this Agreement shall not affect the validity or
enforceability of any other provision of this Agreement. If any provision of this Agreement shall be held invalid or
unenforceable in part, the remaining portion of such provision, together with all other provisions of this Agreement,
shall remain valid and enforceable and continue in full force and effect to the fullest extent consistent with the law.

(d) The Executive's or the Company's failure to insist upon strict compliance with any provision of this
Agreement or the failure to assert any right the Executive or the Company may have hereunder, shall not be deemed
to be a waiver of such provision or right or any other provision or right of this Agreement.

IN WITNESS WHEREOF, the Executive has hereunto set the Executive's hand and the Company has caused these
presents to be executed in its name and on its behalf, all as of the day and year first above written.

/s/ D ONALD M. C ASEY ,JR.
Donald M. Casey, Jr.
Execution Date: April 10, 2012

CARDINAL HEALTH, INC.

/s/ C AROLE W ATKINS

By: Carole Watkins

Its: Chief Human Resources Officer
Execution Date: April 9, 2012




Exhibit 10.14.2

[Cardinal Health, Inc. Letterhead]

April 9, 2012

Mr. Donald M. Casey, Jr.

Dear Don:

It is with great pleasure that | confirm in writing our offer of employment to you. All of us who have met with you enthusiastically
believe you represent an exceptional fit with Cardinal Health, Inc. (“Company” or “Cardinal Health”) and a superb addition to the
executive management team. As we have discussed, the terms of this offer are subject to approval from the Human Resources
and Compensation Committee of our Board of Directors (“Compensation Committee”). The major provisions of your offer are:

» Position: Your position is CEO, Medical Segment, reporting directly to George Barrett, Chairman and CEO, Cardinal
Health.

» Start Date: Your start date will be April 16, 2012.

» Pay: Your base bi-weekly rate of pay will be $24,423.08, annualized to $635,000.00. Cardinal Health employees are paid
every other Friday, one week in arrears (one week behind the most current workweek you've completed).

° The official Cardinal Health workweek starts on Monday and runs through Sunday.

o Short-Term Incentive Plan: You will be eligible to participate in our Short-Term Incentive plan, which we call our
Management Incentive Plan (MIP). Your target incentive for the fiscal year ending June 30 will be 90% of your
annual base salary, prorated to reflect the number of days you are employed in this position during the fiscal year.
Annual bonus payments are determined by the Compensation Committee based upon the achievement of
specific financial and management agenda objectives.

o Long-Term Incentive: You are eligible to participate in the regular Cardinal Health Long-Term Incentive (LTI)
program with an expected value target of $2,100,000. The first regular Long-Term Incentive grant for which you
are eligible is scheduled to occur in August 2012 for fiscal year 2013. The grant is expected to be an equal mix of
stock options (“SO”), restricted share units (“RSU"), and performance share units (“PSU”). LTI plan participation
and award amounts are reviewed on an annual basis and are subject to change at any time at the discretion of
the Compensation Committee. Standard terms and conditions apply.




Mr. Donald M. Casey, Jr.

Page 2
April 9, 2012

You also will be awarded equity with an expected value of $1,500,000 as of the grant date that will be equally
weighted as RSUs, SOs, and PSUs. RSU and SO grants vest in annual installments of 33.33% on each of the
first three anniversaries of the grant date. The PSUs vest on or about August 15, 2014 subject to achievement of
performance criteria as determined by the Compensation Committee. The grant will be made on the first day that
is after your start date that is the fifteenth day of the month (or if the fifteenth day of the month falls on a weekend
or holiday, the next business day following the fifteenth day of the month) and the awards will be valued in
accordance with the Company’s standard valuation practices. Standard terms and conditions apply. The RSU and
PSUs also will be subject to deferred payment if you so elect on the enclosed election forms.

You are also being offered a one-time gross cash sign-on bonus of $500,000.00 which will be paid within 30 days
of your start date. If you voluntarily terminate employment within the first twelve months after your start date, you
will be obligated to repay the Company 100% of the money provided to you under this clause. If you voluntarily
terminate employment within the following twelve months, you will be responsible for 50% of the money provided
to you under this clause.

» Performance : Your performance and merit reviews will follow the standard annual review calendar for Cardinal Health.

» Relocation: You will be eligible for the Executive Homeowners Relocation Program.

 Rewards : Cardinal Health is pleased to offer a comprehensive, competitive compensation program that rewards talented
employees for their performance. You may be eligible for:

Our health, life, and disability plans on your first day of employment. You will receive more information on these
benefits during your new hire orientation session.

You are eligible to participate in the Cardinal Health 401(k) Savings Plan on the first day of your employment. You
may contribute up to 50% of your pre-tax earnings to the Plan (subject to IRS maximum limits). Cardinal Health
matches dollar-for-dollar on the first 3% you contribute to your 401(k) savings account and an additional 50 cents
for every dollar on the next 2% you contribute. These matching dollars are immediately 100% vested. In addition
to the company match, the Company may make a discretionary company performance contribution to your 401(k)
account based on the over-achievement of certain goals. This company performance contribution is 100% vested
after three years of service. Enroliment information will be sent to you by Fidelity Investments, our financial
benefits service provider.

You are eligible to participate in the Cardinal Health Deferred Compensation Plan, which enables you to save
over the IRS limits in the qualified 401(k) plan. Cardinal Health provides a match on deferrals from eligible
compensation earned between $250,000 and $350,000 and may make a discretionary company performance
contribution to your DCP account. All contributions vest as described in the 401(k) plan. Enroliment information
will be sent to you by Fidelity. Note that you must enroll within 30 days of your start date .
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* Paid Time Off: Upon joining Cardinal Health, you will receive the following Paid Time Off (PTO):

o Seven (7) paid company holidays (New Years Day, Memorial Day, Independence Day, Labor Day, Thanksgiving
Day and the day following and Christmas Day).

o Additionally , each calendar year you will be eligible to receive 208 hours (approximately 26 eight-hour days) of
Paid Time Off (PTO). PTO includes vacation, sick and personal days, all of which need to be used during that
calendar year. Please note that Cardinal Health does not allow the carryover of unused PTO.

o Based on your start date, you will be eligible to receive a pro-rated allotment of Paid Time Off (PTO) for the
current calendar year in the amount of 160 hours (approximately 20 eight-hour days).

» Screening : Consistent with our policies for all Cardinal Health personnel and the special consideration of our industry,
this offer is contingent upon the taking of a company paid drug screening test, the results of which must be negative, as
well as an acceptable background check, which may include a reference check. These items must be completed prior to
your start date. If we do not receive the results prior to your start date, we will notify you to discuss an alternative start
date.

* Term : Employment with Cardinal Health is not for any definite period of time and is terminable, with or without notice, at
the will of either you or the company at any time for any reason. There shall be no contract, express or implied, of
employment. However, you agree to be bound by the terms of the attached Confidentiality and Business Protection
Agreement. That agreement must be signed and delivered to the Company on or before your start date.

» Ethics: As a company founded on a core set of values, we ask you to review the enclosed Standards of Business
Conduct and sign the enclosed certificate of compliance.

This letter agreement is amended and restated on May 22, 2012 in order to conform to our original agreement regarding your
PSUs and the PSU terms approved by the Committee.

If you have any questions, please feel free to call me. I'm looking forward to working together.
Sincerely,
/s/ C AROLE W ATKINS

Carole Watkins

| accept the above offer of employment as of April 10, 2012:

/s/ D ONALD M. C ASEY ,JR.
Donald M. Casey, Jr.

Cc: George Barrett



Exhibit 10.20.2
FIRST AMENDMENT TO TAX MATTERS AGREEMENT

THIS FIRST AMENDMENT TO TAX MATTERS AGREEMENT (this Amendment’), dated as of May 28,
2012, is by and between Cardinal Health, Inc., Aio@orporation (* Cardinal Health, and CareFusion Corporation, a
Delaware corporation (* CareFusitn Each of Cardinal Health and CareFusion is simme referred to herein as a “ Pdtty
and, collectively, as the “ PartigsAny capitalized terms used, but not otherwiséirdl, herein shall have the same meanings
assigned to such terms in the Tax Matters Agreeilnemieen the Parties dated as of August 31, 20@9‘(Tax Matters

Agreement).

WHEREAS, Cardinal Health intends to make a depgamgisuant to Section 6603 of the Code with the IRS f
Cardinal Health Taxes for fiscal years 2003, 200d 2005 (the “ Cardinal Health Depao%itand

WHEREAS, Cardinal Health intends that the Cardit@hlth Deposit will reduce the amount of Cardinabkh
Taxes ultimately due to the U.S. Treasury and/@ & fiscal years 2003, 2004 and 2005, includiogesponding relief from
the accrual of underpayment interest under Seé@1i of the Code with respect to such Cardinal tHekdxes;

WHEREAS, the Parties intend to apply Section 660Bi® Code as if Cardinal Health and CareFusion are
separate taxpayers as of the date a Party maketepaogit pursuant to Section 6603 of the Code thithRS for Cardinal Health
Taxes or CareFusion Taxes, as applicable; and

WHEREAS, the Parties desire to amend the Tax Mafigreement to address the treatment of deposits,
including the Cardinal Health Deposit, made purst@aibection 6603 of the Code with the IRS to tfiea that any such deposit
will benefit only the Party making the deposit.

NOW, THEREFORE, in consideration of the foregoimgl he terms, conditions, covenants and provisidns
this Amendment, each of the Parties mutually comenand agrees as follows:

Section 1. Amendment to Article 11l of Tax Matters Agreement. Article 11l of the Tax Matters Agreement is
amended by adding the following provision:

“ Section 3.05Treatment of Section 6603 Deposits with the IR&rdinal Health shall be entitled to any
benefits of or arising or resulting from any deposade pursuant to Section 6603 of the Code wghRSE (a “ Section 6603
Deposit”) by Cardinal Health (and Cardinal Health shalldrgitled to any return of any such Section 660pd3#t by the IRS
(together with any interest thereon) pursuant ti8e 6603(c) and (d) of the Code), and such Se@®&03 Deposit by Cardinal
Health shall not impact the obligation of CareFadio pay, and indemnify and hold the Cardinal Healdemnified Parties
harmless from and against, any CareFusion Taxeki¢iimg Tax and underpayment interest under Se&ti of the Code) in
accordance with Section 3.02, nor shall it affeet¢alculation of CareFusion Taxes for any Taxqueriikewise, CareFusion
shall be entitled to any benefits of or arisingesulting from any Section 6603 Deposit by Carediugand CareFusion shall be
entitled to any return of any such Section 6603d3épby the IRS (together with any interest thejgmursuant to Section 6603
and (d) of the Code), and such Section 6603 DepgditareFusion shall not impact the obligation afdnal Health to pay, and
indemnify and hold the CareFusion Indemnified Rarti




harmless from and against, any Cardinal Health §#éxeluding Tax and underpayment interest undeti®@e 6621 of the Code)
in accordance with Section 3.01, nor shall it a&ffee calculation of Cardinal Health Taxes for drax period.”

Section 2. No Other Amendment Except as otherwise provided herein, the Tax dathgreement remains
unmodified and in full force and effect in accordamwith its terms.

Section 3. Counterparts. This Amendment may be executed in one or morateoparts each of which when
executed shall be deemed an original but all ottwhéken together shall constitute one and the sayreement. Delivery of an
executed counterpart of a signature page to thisiment by facsimile or portable document form&KPshall be as effective
as delivery of a manually executed counterparuchsAmendment.

[ The remainder of this pageisintentionally left blank. ]




IN WITNESS WHEREOF, the Parties hereto have catiisdAmendment to be executed as of the date first
written above by their respective duly authorizéiters.

CARDINAL HEALTH, INC.
By:  /s/ STEPHENT. FALK

Name: Stephen T. Falk
Title: Executive Vice President and General Counsel

CAREFUSION CORPORATION

By: _ /s/ AMARENDRA D UVVUR
Name: Amarendra Duvvur
Title: Senior Vice President, Treasurer




Cardinal Health, Inc. and Subsidiaries
Computation Of Ratio of Earnings To Fixed Charges

Exhibit 12.1

June 30,

(in millions, except for ratios) 2008 2009 2010 2011 2012
Earnings before income taxes and discontinued tipasa $ 1,298 $ 1,16C $ 1,21z $ 1518 $ 1,69¢
Plus fixed charges:
Interest expense 142 11& 12& 95 92
Capitalized interest 14 5 3 6 6
Amortization of debt offering costs 4 4 10 2
Interest portion of rent expense 12 11 6 7

Fixed charges 173 13¢€ 144 11C 10¢
Plus: amortization of capitalized interest 2 3 7 6 3
Less: capitalized interest (14) 5) 3 (6) (6)

Earnings $ 1,45€¢ $ 1,29 $ 1,36C $ 1,62¢ $ 1,80¢
Ratio of earnings to fixed charges (1) 8.4 94 94 14.€ 16.€

(1) The ratio of earnings to fixed charges is cotadby dividing fixed charges into earnings befim@me taxes and discontinued operations plus fotedges and capitaliz
interest. Fixed charges include interest expensertization of debt offering costs and the portadrrent expense that is deemed to be representaititres interest factc
Interest expense recorded on tax exposures hagéeenled in income tax expense and has thereéame excluded from the calculation.



Subsidiaries of the Registrant

Exhibit 21.1

Listed below are majoritpwned subsidiaries of Cardinal Health, Inc. aswfel30, 2012. Subsidiaries excluded from the kdow woulc
not, considered in the aggregate as a single sabgi¢onstitute a “significant subsidiargf Cardinal Health, Inc. as that term is define

Rule 1-02(w) of Regulation S-X.

Subsidiary Name

State/Jurisdiction of
Incorporation

Subsidiary Name

State/Jurisdiction of

Incorporation

Allegiance (BVI) Holding Co. Ltd.

Allegiance Corporation

Beckloff Associates, Inc.

Borschow Hospital & Medical Supplies, Inc.
Cardinal Health (Beijing) Medical Trading Co., Ltd.
Cardinal Health (Chengdu) Pharmacy Co., Ltd.
Cardinal Health (Chongging) Pharmaceutical Co., Ltd
Cardinal Health (H.K.) Co. Limited

Cardinal Health (Hubei) Pharmaceutical Co., Ltd.
Cardinal Health (L) Co., Ltd.

Cardinal Health (Shanghai) Pharmaceutical Co., Ltd.
Cardinal Health (Sichuan) Pharmaceutical Co., Ltd.
Cardinal Health (Zhejiang) Pharmaceutical Co., Ltd.
Cardinal Health 100, Inc.

Cardinal Health 104 LP

Cardinal Health 105, Inc.

Cardinal Health 107, LLC

Cardinal Health 108, Inc.

Cardinal Health 110, Inc.

Cardinal Health 111, LLC

Cardinal Health 112, LLC

Cardinal Health 114, Inc.

Cardinal Health 115, LLC

Cardinal Health 116, LLC

Cardinal Health 118, LLC

Cardinal Health 119, LLC

Cardinal Health 2, LLC

Cardinal Health 200, LLC

Cardinal Health 201 Canada L.P.

Cardinal Health 201, Inc.

Cardinal Health 215, LLC

Cardinal Health 222 (Thailand) Ltd.

Cardinal Health 3, LLC

Cardinal Health 411, Inc.

Cardinal Health 414, LLC

Cardinal Health 5, LLC

Cardinal Health 6, Inc.

Cardinal Health 7, LLC

Cardinal Health Canada 437, Inc.

Cardinal Health Canada Inc.

Cardinal Health Cayman Islands Holding Co. Ltd
Cardinal Health Cayman Islands Ltd.

Cardinal Health D.R. 203 Il Ltd.

British Virgin Islands
Delaware
Kansas
Puerto Rico
China
China
China
Hong Kong
China
Malaysia
China
China
China
Indiana
Ohio
Ohio
Ohio
Tennessee
Delaware
Delaware
Delaware
Delaware
Ohio
Delaware
Delaware
Delaware
Nevada
Delaware
Alberta
Delaware
Delaware
Thailand
Delaware
Ohio
Delaware
Delaware
Nevada
Delaware
Canada
Canada
Cayman Islands
Cayman Islands

Bermuda

Cardinal Health Finance

Cardinal Health Foundation

Cardinal Health Funding, LLC

Cardinal Health IPS, LLC

Cardinal Health Ireland 419 Limited

Cardinal Health Luxembourg 420 S.a.r.l.
Cardinal Health Malta 212 Limited

Cardinal Health Managed Care Services, LLC
Cardinal Health P.R. 218, Inc.

Cardinal Health Pharmaceutical Contracting, LLC
Cardinal Health Pharmacy Services, LLC
Cardinal Health Singapore 225 Pte. Ltd.

Cardinal Health Systems, Inc.

Cardinal Health Technologies Switzerland GmbH
Cardinal Health Technologies, LLC

Cardinal Health U.K. International Holding LLP
Cirpro de Delicias S.A. de C.V.

Clinical Data Matrix, LLC

Convertors de Mexico S.A. de C.V.

Dismed Inc.

Dutch American Manufacturers Il (D.A.M. 1) B.V.
EPIC Insurance Company

Futuremed Healthcare Products Corporation
Futuremed Holdings General Partner Inc.

Griffin Capital, LLC

Healthcare Solutions Holding, LLC

HLS Advantage, LLC

Kinray, Inc.

Lake Charles Pharmaceutical Supply Company, L.L.C
Leader Drugstores, Inc.

Medicine Shoppe International, Inc.

OncoSource Rx, LLC

One Cloverleaf, LLC

P4 Healthcare, LLC

P4 Pathways, LLC

P4 Solutions, LLC

Parmed Pharmaceuticals, Inc.

Pinnacle Intellectual Property Services, Inc.
Pinnacle Intellectual Property Services-Internatipmc.
Quiroproductos de Cuauhtmoc S. de R.L. de C.V.
Ransdell Surgical, Inc.

Rxealtime, Inc.

England & Wales
Ohio
Nevada
Delaware
Ireland
Luxembourg
Malta
Delaware
Puerto Rico
Delaware
Delaware
Singapore
Ohio
Switzerland
Nevada
England & Wales
Mexico
Delaware
Mexico
Canada
Netherlands
Vermont
Ontario
Ontario
Nevada
Delaware
Ohio
New York
Louisiana
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Nevada
Nevada
Mexico
Kentucky

Nevada



Exhibit 23.1
Consent of Independent Registered Public Accountingirm
We consent to the incorporation by reference infelewing Registration Statements:
(1) Registration Statement on Form S-3 No. 389073 of Cardinal Health, In
(2) Registration Statements on Form S-4 No. 33382and No. 3334761 of Cardinal Health, Inc., €

(3) Registration Statements on Form S-8 No. 33B423No. 33-64337, No. 333-71727, No. 333-91849, 383-72727, No. 3388819
No. 33:-90417, No. 333-90423, No. 333-92841, No. 333-3818B. 333-38190, No. 333-38192, No. 333-56010, 38353394
No. 333102369, No. 333-100564, No. 333-120006, No. 333728, No. 333-144368, No. 333-149107, No. 333-1551H0. 333-
155158, No. 333-163128, No. 333-164736, No. 3337287%f Cardinal Health, Inc.;

of our reports dated August 22, 2012vith respect to the consolidated financial staets and schedule of Cardinal Health, Inc.
subsidiaries and the effectiveness of internalrobmatver financial reporting of Cardinal Healthclrand subsidiaries, included in this Anr
Report (Form 10-K) of Cardinal Health, Inc. and sidaries for the fiscal year ended June 30, 2012 .

/sl Ernst & Young LLP
Ernst & Young LLP
Columbus, Ohio
August 22, 2012



Exhibit 31.1

I, George S. Barrett, certify that:

1.

2.

5.

| have reviewed this Form Xeof Cardinal Health, Inc

Based on my knowledge, this report does not coragajnuntrue statement of a material fact or omitade a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisiegding with respect to t
period covered by this report;

Based on my knowledge, the financial statements,atimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, and tfte periods presented in 1

report;

The registrans other certifying officer(s) and | are responsiioleestablishing and maintaining disclosure cdstemd procedures (
defined in Exchange Act Rules 13a-15(e) and 15()) and internal control over financial repagtitas defined in Exchange /
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a.

Designed such disclosure controls and proceduresawsed such disclosure controls and procedurbs tbesigned und
our supervision, to ensure that material infornratielating to the registrant, including its condated subsidiaries, is me
known to us by others within those entities, pattdy during the period in which this report isifige prepared,;

Designed such internal control over financial réipgr, or caused such internal control over finahegporting to b
designed under our supervision, to provide readenassurance regarding the reliability of finandieporting and tr
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

Evaluated the effectiveness of the registsadisclosure controls and procedures and presémtéds report our conclusio
about the effectiveness of the disclosure contral$ procedures, as of the end of the period coveydtlis report based
such evaluation; and

Disclosed in this report any change in the stegnts internal control over financial reporting thatcomed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annuabrg that has material
affected, or is reasonably likely to materiallyesff, the registrant’s internal control over finaieeporting; and

The registrang’ other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant's auditors and theitaudmmittee of the registrast’board of directors (or persons performing
equivalent functions):

a.

All significant deficiencies and material weaknesge the design or operation of internal controkiofinancial reportin
which are reasonably likely to adversely affect thgistrants ability to record, process, summarize and refioancia
information; and

Any fraud, whether or not material, that involvesmagement or other employees who have a signifigaet in the
registrant’s internal control over financial repogt

Dated: August 22, 2012

/s GEORGE S. BARRETT

George S. Barrett
Chairman and Chief Executive Officer



Exhibit 31.2

I, Jeffrey W. Henderson, certify that:

1.

2.

5.

| have reviewed this Form Xeof Cardinal Health, Inc

Based on my knowledge, this report does not coragajnuntrue statement of a material fact or omitade a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisiegding with respect to t
period covered by this report;

Based on my knowledge, the financial statements,atimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, and tfte periods presented in 1

report;

The registrans other certifying officer(s) and | are responsiioleestablishing and maintaining disclosure cdstemd procedures (
defined in Exchange Act Rules 13a-15(e) and 15()) and internal control over financial repagtitas defined in Exchange /
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a.

Designed such disclosure controls and proceduresawsed such disclosure controls and procedurbs tbesigned und
our supervision, to ensure that material infornratielating to the registrant, including its condated subsidiaries, is me
known to us by others within those entities, pattdy during the period in which this report isifige prepared,;

Designed such internal control over financial réipgr, or caused such internal control over finahegporting to b
designed under our supervision, to provide readenassurance regarding the reliability of finandieporting and tr
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

Evaluated the effectiveness of the registsadisclosure controls and procedures and presémtéds report our conclusio
about the effectiveness of the disclosure contral$ procedures, as of the end of the period coveydtlis report based
such evaluation; and

Disclosed in this report any change in the stegnts internal control over financial reporting thatcomed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annuabrg that has material
affected, or is reasonably likely to materiallyesff, the registrant’s internal control over finaieeporting; and

The registrang’ other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant's auditors and theitaudmmittee of the registrast’board of directors (or persons performing
equivalent functions):

a.

All significant deficiencies and material weaknesge the design or operation of internal controkiofinancial reportin
which are reasonably likely to adversely affect thgistrants ability to record, process, summarize and refioancia
information; and

Any fraud, whether or not material, that involvesmagement or other employees who have a signifigaet in the
registrant’s internal control over financial repogt

Dated: August 22, 2012

/s/ JEFFREY W. H ENDERSON

Jeffrey W. Henderson
Chief Financial Officer



Exhibit 32.1

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

I, George S. Barrett, Chairman and Chief Execut®fficer of Cardinal Health, Inc. (the “Companyertify, pursuant to 18 U.S.
Section 1350, that:

(1) the Annual Report on Form XOfor the fiscal year ended June 30, 2012 contgitlire financial statements of the Company
“Periodic Report”),which this statement accompanies, fully compliethwihe requirements of Section 13(a) or 15(d) &
Securities Exchange Act of 1934 (15 U.S.C. 78m8u(d)); and

2 the information contained in the Periodic Repoitlfapresents, in all material respects, the finahcondition and results
operations of the Company.

Dated: August 22, 2012

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




Exhibit 32.2

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

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

(1) the Annual Report on Form XOfor the fiscal year ended June 30, 2012 contgitlire financial statements of the Company
“Periodic Report”),which this statement accompanies, fully compliethwihe requirements of Section 13(a) or 15(d) &
Securities Exchange Act of 1934 (15 U.S.C. 78m8u(d)); and

2 the information contained in the Periodic Repoitlfapresents, in all material respects, the finahcondition and results
operations of the Company.

Dated: August 22, 2012

/s/ JEFFREY W. H ENDERSON
Jeffrey W. Henderson
Chief Financial Officer




Exhibit 99.1

Statement Regarding Forward-Looking Information

As used in this exhibit, “Cardinal Health,” the “@pany,” “we,” “our,” “us” and similar pronouns refer to Cardinal Health, land it
subsidiaries, unless the context requires othen@se filings with the Securities and Exchange Cassion, including our Annual Report
Form 10-K for the fiscal year ended June 30, 2@4& {2012 Form 10-K")pur Annual Report to Shareholders, any quartegypirieon Forn
10-Q or any of our current reports on FornkK §along with any exhibits and amendments to suegorts), our press releases, or any «
written or oral statements made by or on behalfsyfmay include directly or by incorporation byenefnce forwardeoking statements whi
reflect our current view (as of the date the foma@oking statement is first made) with respect ttufe events, prospects, projection:
financial performance. The matters discussed isgtierwardiooking statements are subject to certain riskswarabrtainties that could cau
actual results to differ materially from those gaigd, anticipated or implied in or by such statetsieThese risks and uncertainties include:

* competitive pressures in the markets in which werate, including pricing pressur

* increasing consolidation in the healthcare indysityich could give the resulting enterprises gnebsrgaining power and may incre
pressure on prices for our products and services;

e uncertainties due to government healthcare reforahiding the impact of the 2.3 percent tax to b&lgy medical device manufactur
like us on the sale price of products;

« changes to the prescription drug reimbursementdtarand related reporting requirements for gernarmaceuticals under Medicz

« the nonrenewal of our pharmaceutical distribution contraith Express Scripts, Inc. and the loss of, mategduction in purchases |
or default by other key customers;

» actions of regulatory bodies and other governaleauthorities, including the U.S. Drug EnforcemAdministration (“DEA”), the U.S
Food and Drug Administration, the U.S. Nuclear Ratpry Commission, the U.S. Department of Healtld &#uman Services, U.
Federal Trade Commission, various state boardshafnpacy, state health departments, state insurdepartments or compara
agencies or foreign equivalents that could delayit br suspend product development, manufacturdigribution, importation or sales
result in warning letters, recalls, seizures, igfions and monetary sanctions;

* compliance with the settlement agreement that wered into in connection with the DEA's suspensidnour Lakeland, Floric

distribution center's registration to distributentolled substances and possible fines againsy tisebU.S. Department of Justice for non-

compliance with our DEA registrations;
» the loss of, or default by, one or more key supglier which alternative suppliers may not be riaaivailable
« unfavorable changes to the terms of key customsupplier relationships, or changes in customer,
« changes in manufacturers' pricing, selling, inventdistribution or supply policies or practic
« changes in hospital buying groups or hospital bgiyiractices

» changes in the frequency or magnitude of brandednphceutical price appreciation or generic pharméca price deflation, restrictio
in the amount of inventory available to us, or demin the timing or frequency of generic launcbeghe introduction of brand
pharmaceuticals;

* uncertainties relating to market conditions for pphaceuticals
* uncertainties relating to demand for our produats$ service:

» changes in the distribution or outsourcing patfernpharmaceutical and medical/surgical products sarvices, including an increast
direct and limited distribution;

» the costs, difficulties and uncertainties relatedhe integration of acquired businesses, includimigjlities related to the operations
activities of such businesses prior to their adtjaig

e uncertainties relating to our ability to achieve texpected benefits from the acquisition of HealtacSolutions Holding, LLC (F
Healthcare) and to grow our specialty pharmacesevices and distribution business;

e uncertainties relating to our ability to achieve #xpected benefits from the acquisition of Caiddiealth China, including the expec
accretion in earnings and growth of the pharmacaltharket in China;

» risks arising from possible violations of the FgreCorrupt Practices A
» risks arising from possible violations of healthefiaud and abuse lav
» our ability to introduce and market new productd aar ability to keep pace with advances in tecbgy,

e uncertainties relating to the effectiveness of dadical segment's business transformation pr¢



« changes in laws or in the interpretation or appiicaof laws or regulations, as well as possibleifas to comply with applicable laws
regulations as a result of possible misinterpretatior misapplications;

» the continued financial viability and success of customers, suppliers and franchis




» costs or claims resulting from potential errorsdafects in our manufacturing, compounding, repaickpginformation systems
pharmacy management services that may injure persomlamage property or operations, including cbrst® remediation efforts
recalls;

» the results, costs, effects or timing of any conuiardisputes, government contract compliance matfgatent infringement claims,
other legal proceedings;

» the costs, effects, timing or success of restrimjysrograms or plan

e increased costs for commodities used in the Mediegment including various components, compourag,materials or energy such
oil-based resins, cotton, latex and other commesliti

» shortages in commodities, components, compoundas,materials or energy used by our businesses, dirgjusupply disruptions
radioisotopes;

» the risks of counterfeit products in the supplyio}

» risks associated with global operations, including effect of local economic environments, inflatioecession, currency volatility &
global competition, in addition to risks associatéth compliance with U.S and international lawkatieg to global operations;

» difficulties or delays in the development, prodanti manufacturing, sourcing and marketing of newexisting products and servic
including difficulties or delays associated witht@hing requisite regulatory consents or approaakociated with those activities;

» disruption or damage to or failure of our infornoatior controls systems or a data security brt

» disruptions to the proper functioning of our ceti¢acilities, including our national logistics den

e uncertainties relating to general political, busmeandustry, regulatory and market conditi

» adverse changes in U.S. or foreign tax laws, unfehle challenges to our tax positions and paynengsttle these challeng

» risks associated with the spin-off of CareFustmmporation, including risks of ngmerformance under the tax matters agreement aka
relating to adverse tax consequences to us anshaweholders; and

» other factors described in “ltem 1A: Risk Fastoof the 2012 Form 16

LI LT

The words “expect,” “anticipate,” “intend,” “plan;’believe,” “will,” “should,” “could,” “would,” “pr oject,” “continue,” “likely,” and simila
expressions generally identify “forward-looking tetments,”which speak only as of the date the statements wea@e, and also inclu
statements reflecting future results or guidan#ements of outlook and expense accruals. We takdeno obligation to update or revise
forward-looking statements, except to the extegtired by applicable law.
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