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Part |. Financial Information

Item 1: Financial Statements
Condensed Consolidated Statements of Earnings (Undited)

Three Months Ended September 3(

(in millions, except per Common Share amounts) 2012 2011

Revenue $ 25,88¢ $ 26,79:

Cost of products sold 24,73( 25,70¢
Gross margin 1,15¢ 1,08¢

Operating expenses:

Distribution, selling, general and administratixpenses 69C 644
Restructuring and employee severance 5 8
Acquisition-related costs 28 27
Impairments and loss on disposal of assets 1 1
Litigation (recoveries)/charges, net (22 3
Operating earnings 457 412
Other (income)/expense, net 8 4
Interest expense, net 26 23
Earnings before income taxes and discontinued tiprsa 43¢ 38t
Provision for income taxes 167 14¢
Earnings from continuing operations 272 237
Loss from discontinued operations, net of tax (0] —
Net earnings $ 2711 % 237

Basic earnings per Common Share:
Continuing operations $ 08C $ 0.6¢

Discontinued operations — —

Net basic earnings per Common Share $ 08C $ 0.6¢

Diluted earnings per Common Share:
Continuing operations $ 0.7¢ % 0.6¢

Discontinued operations — —

Net diluted earnings per Common Share $ 0.7¢ $ 0.6¢

Weighted-average number of Common Shares outstandin

Basic 341 34t
Diluted 344 34¢
Cash dividends declared per Common Share $ 0.237¢  $ 0.21¢

See notes to condensed consolidated financiahstates.
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Condensed Consolidated Statements of Comprehensiveome (Unaudited)

Three Months Ended September 30,

(in millions) 2012 2011

Net earnings $ 2711 $ 237

Other comprehensive income/(loss), net of tax:

Net change in foreign currency translation adjustisie 25 (15

Net unrealized loss on derivative instruments @ 2
Total other comprehensive income/(loss), net of tax 24 a7
Total comprehensive income $ 29t % 22(

See notes to condensed consolidated financiahstates.
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Condensed Consolidated Balance Sheets

September 30, June 30,
(in millions) 2012 2012
(Unaudited)
Assets

Current assets:

Cash and equivalents $ 2440 % 2,27¢
Trade receivables, net 6,44¢ 6,35t
Inventories 8,10¢ 7,86¢
Prepaid expenses and other 1,01z 1,017

Total current assets 18,007 17,51(
Property and equipment, net 1,511 1,551
Goodwill and other intangibles, net 4,441 4,392
Other assets 861 807

Total assets $ 2482( % 24,26(

Liabilities and Shareholders’ Equity
Current liabilities:
Accounts payable $ 12,21 $ 11,72¢
Current portion of long-term obligations and otkbort-term borrowings 471 47¢
Other accrued liabilities 1,98¢ 1,972

Total current liabilities 14,66¢ 14,17¢
Long-term obligations, less current portion 2,40¢ 2,41¢
Deferred income taxes and other liabilities 1,462 1,42¢
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 aSeptember 30, 2012and June 30, 2012 2,92 2,93(
Retained earnings 4,28 4,09:
Common Shares in treasury, at c@itmillion shares and 21 million sharesSsptember 30, 2012and June 30, 2012, respectively (989 (816)
Accumulated other comprehensive income 61 37

Total shareholders’ equity 6,281 6,24+

Total liabilities and shareholders’ equity $ 2482(  $ 24,26(

See notes to condensed consolidated financiahsémis.
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Condensed Consolidated Statements of Cash Flows (&irdited)

Cardinal Health, Inc. and Subsidiar

Three Months Ended September 30,

(in millions) 2012 2011
Cash flows from operating activities:
Net earnings $ 271 237
Loss from discontinued operations, net of tax 1 —
Earnings from continuing operations 27z 237
Adjustments to reconcile earnings from continuipgrations to net cash from operations:
Depreciation and amortization 88 78
Impairments and loss on disposal of assets 1 1
Share-based compensation 24 20
Provision for bad debts 1 1
Change in operating assets and liabilities, neffefcts from acquisitions:
Increase in trade receivables (71 (69)
Increase in inventories (207) (261)
Increase in accounts payable 464 41C
Other accrued liabilities and operating items, net (4) (13
Net cash provided by operating activities 56¢ 504
Cash flows from investing activities:
Acquisition of subsidiaries, net of cash acquired (200) (@)
Additions to property and equipment (26) (45)
Proceeds from maturities of held-to-maturity se@si 23 10
Net cash used in investing activities (203) (42)
Cash flows from financing activities:
Net change in short-term borrowings (10 5)
Reduction of long-term obligations 4) —
Proceeds from issuance of Common Shares 21 18
Tax disbursements from share-based compensation (22 a7
Dividends on Common Shares (84 77)
Purchase of treasury shares (200 (300
Net cash used in financing activities (299 (38))
Net increase in cash and equivalents 16€ 81
Cash and equivalents at beginning of period 2,27¢ 1,93(
Cash and equivalents at end of period 2,44C 2,011

See notes to condensed consolidated financiahstats.
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Cardinal Health, Inc. and Subsidiar

Notes to Condensed Consolidated Financial Statement

1. Summary of Significant Accounting Policies

Basis of Presentation

Our condensed consolidated financial statementadedhe accoun
of all majority-owned and controlled subsidiaries, and all sigaifi
intercompany transactions and amounts have beeminalied
References to "we," "our" and similar pronouns lis tQuarterl
Report on Form 10-Q refer to Cardinal Health, laed its majority-
owned and controlled subsidiaries unless the contexjuire:
otherwise. The results of businesses acquired spoded of a
included in the condensed consolidated financetlegtents from tt
effective date of the acquisition or up to the date disposa
respectively.

Our condensed consolidated financial statements baen prepar:
in accordance with the U.S. Securities and Exchabgmmissiol
("SEC") instructions to Quarterly Reports on For®iQ and includ
all of the information and disclosures required hgcountin
principles generally accepted in the United Staf&3AAP") for
interim financial reporting. The preparation ofdircial statements
conformity with GAAP requires us to make estimatesc
assumptions that affect amounts reported in the deose
consolidated financial statements and accompanwoigs. Actuc
amounts may differ from these estimated amounts.adiition
operating results presented for this fiscal 201t8rim period are n
necessarily indicative of the results that may kgeeted for the fu
fiscal year ending June 30, 2013 .

These condensed consolidated financial statemeatsreudited ar
are presented pursuant to the rules and regulatdnthe SEC
Accordingly, the condensed consolidated financidghtesnent
included in this Quarterly Report on Form QOfor the quarter end
September 30, 2012 (this "Form @Q0) should be read in conjuncti
with the audited consolidated financial statememtd related not
contained in our Annual Report on Form HOfor the fiscal yee
ended June 30, 2012 (the "2012 FormKIP- In our opinion, al
adjustments necessary for a fair presentation ef ¢bndense
consolidated financial statements have been indludexcept &
disclosed elsewhere in this Form @)-all such adjustments are ¢
normal and recurring nature.

Spin-Off of CareFusion

Effective August 31, 2009, we separated our clinemad medice
products businesses through a distribution to bareholders 081
percent of the then outstanding common stock of CareFi
Corporation ("CareFusion”) and retained the remnmainshares ¢
CareFusion common stock (the "Sj@ff"). During fiscal 2010 an
2011, we disposed of the remaining shares of CareFusiomnmor
stock. While we are a party to a separation agreeraed variou
other agreements relating to the separation, imojud tax mattel
agreement, we have determined that we have no fisam
continuing involvement in the operations of CaredusAccordingly
the operating results of CareFusion are presenitunvdiscontinue
operations for all periods presented.

Under the tax matters agreement, CareFusion isgatbli t
indemnify us for certain tax exposures and tramsadbxes prior t
the Spin-Off. The indemnification receivable was6%2million anc
$265 million at September 30, 2012 and June 302 20éspectively

comprehensive income. This guidance requires tbatpcehensiv
income, the components of net income and the coemierof othe
comprehensive income be presented either in aesinghtinuou
statement of comprehensive income or in two separatl
consecutive statements. In December 2011, the FA&Brred th
effective date of the specific requirement to pnéseems that ai
reclassified out of accumulated other comprehensigeme to ne
income alongside their respective components of inedbme an
other comprehensive income. We adopted this ameguaiednce on
retrospective basis beginning in the first quadérfiscal 2013 an
have elected to report comprehensive income armbitgponents in
separate statement of comprehensive income inFthis1 10Q. The
adoption of this guidance did not impact our finahgosition o
results of operations.

2. Acquisitions

While we have completed acquisitions during the¢hmonths end:
September 30, 2012, the pro forma results of ojpeEmtand th
results of operations for acquisitions since thgquégition date ha\
not been separately disclosed because the efferts ot significar
enough compared to the consolidated financial rstemes
individually or in the aggregate.

In accordance with the acquisition agreement, asnaed, the form:
owners of Healthcare Solutions Holding, LLC ("P4alkcare™) ha
the right to receive certain contingent paymentsupf to $10C
million . As a result of changes in our estimate of peréoroe it
future periods, coupled with the progress of dismmss with th
former owners regarding an early termination antileseent, wi
recorded a $71 milliontotal decrease in the fair value of
contingent consideration obligation primarily duyithe third an
fourth quarters of fiscal 2012. We terminated arettled ths
remaining contingent consideration obligation ilyJ2012 for $4
million . See Note 9 for an explanation of the fair valusasureme;
for the contingent consideration obligation.

Acquisition-Related Costs

We classify costs incurred in connection with asgigns a
acquisitionrelated costs in the condensed consolidated statsno
earnings. These costs consist primarily of tramsactcosts
integration costs, changes in the fair value otiogent consideratic
obligations and amortization of acquisiticglated intangible asse
Transaction costs are incurred during the initighleation of i
potential acquisition and primarily relate to castanalyze, negotie
and consummate the transaction as well as dueedday activitie:
Integration costs relate to activities needed tmluioe the operatiol
of an acquired enterprise with our operations.

3. Restructuring and Employee Severance

We consider restructuring activities to be prograwisereby w
fundamentally change our operations, such as @osanc
consolidating facilities, moving manufacturing opduct to anoth
location, production or business process sourciegyploye:
severance (including rationalizing headcount oreptisignifican
changes in personnel) and realigning operatiorgdu@ing substanti
realignment of the management structure of a basinenit ir
response to changing market conditions).



and is included in other assets in the condensadotidated balant
sheets.

Recent Financial Accounting Standards
In June 2011, the Financial Accounting Standardar8d"FASB"
issued amended accounting guidance related torésemation of
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Cardinal Health, Inc. and Subsidiar

Notes to Condensed Consolidated Financial Statemenfcontinued)

The following table summarizes

severance costs:

restructuring and pleyee

Three Months Ended September 30,

(in millions) 2012 2011

Employee-related costs (1) $ 5 % 2

Facility exit and other costs (2) — 1
Total $ 5 % 3

(1) Employeeelated costs primarily consist of termination Heseprovided t
employees who have been involuntarily terminated duaplicate payroll cos
during transition periods.

(2) Facility exit and other costs primarily consist t#ase termination cos
accelerated depreciation, equipment relocationscgsbject consulting fees &
costs associated with restructuring our delivery imformation technoloc
infrastructure services.

The following table summarizes activity related tmbilities
associated with restructuring and employee severaatvities:

Employee- Facility Exit
(in millions) Related Costs and Other Costs  Total
Balance at June 30, 2012 $ 1€ $ 2 3% 18
Additions 7 — 7
Payments and other adjustment (6) — (6)
Balance at September 30, 2012 $ 17 $ 2 3 1¢

4. Goodwill and Other Intangible Assets

Goodwill
The following table summarizes the changes in #rgyang amour
of goodwill, in total and by segment:

(in millions) Pharmaceutical ~ Medical Total
Balance at June 30, 2012 $ 287¢ $ 1,10 $ 3,97¢
Goodwill acquired, net of purchase

price adjustments 21 7 28
Foreign currency translation

adjustments and other (D] 7 6
Balance at September 30, 2012 $ 2,89¢ $ 1,11¢ $ 4,01z

Other Intangible Assets

Other intangible assets with definite lives are dimed over the
useful lives, which range from one to twenty yearkhe following
tables summarize other intangible assets by class:

September 30, 2012

Gross Accumulated Net

(in_millions) Intangible Amortization Intangible
Indefinite life intangibles:
Trademarks $ 17 $ — $ 17

Total indefinite life intangibles 17 — 17
Definite life intangibles:
Customer relationships 50¢€ 15¢ 34¢
Trademarks and patents 46 38 8
Non-compete agreements 14 8 6

Other 9R 4F 5C

June 30, 2012

Gross Accumulated Net
(in millions) Intangible ~ Amortization Intangible
Indefinite life intangibles:
Trademarks $ 17 3 — 3 17
Total indefinite life intangibles 17 — 17
Definite life intangibles:
Customer relationships 47: 141 33z
Trademarks and patents 4E 36 9
Non-compete agreements 14 8 6
Other 92 43 50
Total definite life intangibles 62E 22¢ 397
Total other intangible assets $ 64z $ 228 % 414

Total amortization of intangible assets for theethmonths ended
September 30, 2012 and 2011 was $21 million and r&ilSon ,
respectively. Estimated annual amortization of rigiale assets fi
the remainder of fiscal 2013 through 2017 is alo¥e: $65 million,
$74 million , $56 million , $48 million and $40 riidn .

5. Held-to-Maturity Investments

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. Theg value i
estimated based on either the quoted market pfarethe same «
similar issues or other inputs derived from avddabmarke
information, which represents a Level 2 measurerasrdescribed
Note 9. We hel$48 million and $72 milliorof these investments
September 30, 2012 and June 30, 2Q1eespectively, which a
included within prepaid expenses and other in tldense
consolidated balance sheets. The investments thatunrently hol
vary in maturity date, ranging from one to threenths, and pa
interest semi-annually.

6. Income Taxes

Fluctuations in our effective tax rate are due twmrges withi
international and U.S. state effective tax ratesulteng from ou
business mix and the impact of restructuring angleyee severanc
acquisitionrelated costs, litigation (recoveries)/charges, ,
impairment charges and other discrete items. Thiewimg table
summarizes our provision for income taxes as aemage of prete
earnings ("effective tax rate"):

Three Months Ended September 30,
2012 (1) 2011 (2)
38.1% 38.4%

Effective tax rate

(1) During the three months ended September 302 2@he effective tax rate w
impacted by net unfavorable discrete items of $H#iani, or 1.0 percent The
discrete items include unfavorable amounts relaiaghanges in unrecognized
benefits.

(2) During the three months ended September 3D] 2@he effective tax rate w
impacted by net unfavorable discrete items of $H#iani, or 0.9 percent The
discrete items include unfavorable amounts reltiethanges in unrecognized



Total definite life intangibles

662

25C

41z

Total other intangible assets

$

67¢

$

25C $

42¢

benefits, partially offset by the favorable impaift settling certain state t
matters.

A tax benefit from an uncertain tax position isageized when it
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 ameoognized |
measured as the largest amount of tax benefitishgteater tharb0
percent likely of being realized upon settlement.
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Notes to Condensed Consolidated Financial Statemenfcontinued)

We had $657 million and $654 milliaf unrecognized tax benefits
September 30, 2012 and June 30, 20]12respectively. Tr
September 30, 2012 and June 30, 2012 balancesl@®B40 millior
and $337 million, respectively, of unrecognized tax benefits tif:
recognized, would have an impact on the effective tate. Th
remaining unrecognized tax benefits relate to tasitpns for whicl
ultimate deductibility is highly certain but for vahm there i
uncertainty as to the timing of such deductibilRecognition of the
tax benefits would not affect our effective taxeratVe include the fu
amount of unrecognized tax benefits in deferredrine taxes ar
other liabilities in the condensed consolidatecbet sheets.

It is reasonably possible that there could be aghan the amount
unrecognized tax benefits within the next 12 monthe to activitie
of the Internal Revenue Service ("IRS") or othedirtg authorities
including proposed assessments of additional tassiple settleme
of audit issues (primarily IRS audits of fiscal y@2003 throug
2005), or the expiration of applicable statutesliofitations. Wk
estimate that the range of the possible changeniecegnized te
benefits within the next 12 months is a decreasapgroximatel
zero to $265 million , exclusive of penalties antkrest.

We recognize accrued interest and penalties relatachrecognize
tax benefits in income tax expense. At SeptemberZfl2 anc
June 30, 2012 , we had $219 million and $209 mmillicespectively
accrued for the payment of interest and penaliiesse balances ¢
gross amounts before any tax benefits and aredadlun deferre
income taxes and other liabilities in the condensedsolidate
balance sheets.

We file income tax returns in the U.S. federal gdiction, variou
U.S. state jurisdictions and various foreign juigidns. With fev
exceptions, we are subject to audit by taxing aitihe for fisca
years 2003 through the current fiscal y«

The IRS is currently conducting audits of fiscabhgge 2003 throuc
2010. We have received proposed adjustments freniRB for fisce
years 2003 through 2007 related to our transferimgyiarrangemen
between foreign and domestic subsidiaries and thasfer o
intellectual property among subsidiaries of an &egluentity prior ti
its acquisition by us. The IRS has proposed addititaxes of$84¢
million , excluding penalties and interest. If this taxnudttely mus
be paid, CareFusion is liable under the tax matigreement enter
into in connection with the Spin-Off for $592 milh of the tota
amount. We disagree with these proposed adjustinehish we ar
contesting, and have accounted for the unrecogniagdbenefit
related to them.

7. Contingent Liabilities and Litigation

Legal Proceedings

We become involved from time-time in disputes, litigation ai
regulatory matters incidental to our business,uditlg government
investigations and enforcement actions, persondlryinclaims
employment matters, commercial disputes, intell@ctpropert
matters, qui tam actions (False Claims Act casisted by privat
parties purporting to act on behalf of the govermnthegovernmer

contract compliance matters, disputes regardingr@mwmental clean-

up costs, litigation in connection with acquisittoand divestiture

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 prtgjutemporar
interruptions in product sales and action by reguta

We accrue for contingencies related to litigatiomd aregulator
matters if it is probable that a liability has bemcurred and tr
amount of the loss can be reasonably estimatedauBeclitigation i
inherently unpredictable and unfavorable develogmenresolutior
can occur, assessing contingencies is highly stibgeand require
judgments about future events. We regularly revientingencies 1
determine whether our accruals and related disigsare adequa
The amount of ultimate loss may differ from thesgreates.

We are unable to estimate a range of reasonablgilpesioss fa
matters described below, since damages or fine® et bee
specified or, in our judgment, are unsupportedthrdroceedings &
in early stages with significant uncertainty agactual issues. We 1
not believe, based on currently available inforomati that th
outcomes of these matters will have a material igveffect on ol
financial condition, though the outcomes could batarial to ou
results of operations for a particular period.

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

We recognize estimated loss contingencies for alitim an
regulatory matters and income from favorable regmiuof litigatior
in litigation (recoveries)/charges, net in our censed consolidat
statements of earnings.

Lakeland, Florida Distribution Center DEA Investigation and
Related Matters

On February 3, 2012, the United States Drug Enfoese
Administration (the "DEA") issued an order to shaause an
immediate suspension of our Lakeland, Florida ithgtion center
registration to distribute controlled substancssesing that we faile
to maintain required controls against the diversifn controllec
substances. On May 14, 2012, we entered into ersetht agreeme
with the DEA under which our Lakeland registratiaill remain
suspended until May 15, 2014 and the DEA confirrteat it wa:
planning no further administrative actions at ahpur other facilitie
based on conduct prior to the settlement. Theese#ht agreeme
did not foreclose the possibility of the U.S. Depant of Justice (tt
“D0OJ") seeking civil fines for conduct covered by the Isaten
agreement. In that regard, we are responding fbstibpoenas fro
two local offices within the DEA and the DOJ.

State of West Virginia vs. Cardinal Health, Inc.

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@ited to maintai
effective controls to guard against diversion ofitcolled substanc
in West Virginia, failed to report suspicious orslenf controlles
substances in accordance with the West Virginiafddm Controllec
Substances Act, were negligent in distributing oafed substanci
to pharmacies that serve individuals who abuseralbed substance



and other matters arising out of the normal conadaiur busines were unjustly enriched by such conduct, violatedscmner credit ar
We intend to vigorously defend ourselves in sutidtion. protection laws, created a public nuisance, and
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Notes to Condensed Consolidated Financial Statemenfcontinued)

violated state antitrust laws in connection witte tistribution o
controlled substances. In addition to injunctived ather equitab
relief, the attorney general is seeking monetarpatzes and tt
creation of a coursupervised fund, to be financed by the defent
in these actions, for a medical monitoring progrémeused o
prescription drug abuse. Motions have been fileglbgefendants
remove the cases to the United States District {Cfouthe Souther
District of West Virginia.

DOJ Civil Investigative Demand

In September 2012, we received a civil investigatiemand from tt
DOJ under the Federal False Claims Act requiringtaigproduc
documents relating to the structure of discountisrefl or provided f
our customers. We are cooperating with the DOBimratter.

Antitrust Litigation Proceeds

During the three months ended September 30, 201 recognize
$22 million of income resulting from settlements of class a
antitrust claims in which we were class memberss T@mount i
recognized in litigation (recoveries)/charges, metthe condense
consolidated statements of earnings.

Income Taxes

See Note 6 in this Form 1Q-and Note 8 to the consolidated finan
statements in the 2012 Form KOfor discussion of contingenci
related to our income taxes.

8. Financial Instruments

We utilize derivative financial instruments to mgeaexposure -
certain risks related to our ongoing operationse Fimary risk
managed through the use of derivative instrumemttude intere:
rate risk, currency exchange risk and commodityeorisk. We do n
use derivative instruments for trading or specuapurposes. Whi
the majority of our derivative instruments are dasied as hedgil
instruments, we also enter into derivative instroteethat ar
designed to hedge a risk, but are not designatedheaing
instruments. These derivative instruments are &slju® current fa
value through earnings at the end of each periad.derivative an
hedging programs are consistent with those destribethe 201
Form 10-K.

In September 2012 and August 20]1lwe terminated notion
amounts of $350 million and $640 million of pigating interest ra
swaps, respectively, and received net settlemeotepds of$4:
million and $34 million, respectively. These swaps were previc
designated as fair value hedges. There was no imateetnpact t
the condensed consolidated statements of earrioggever, the fa
value adjustment to debt is being amortized over life of the
underlying debt as a reduction to interest expemsd, in th
condensed consolidated statements of earnings.

9. Fair Value Measurements

Fair value is defined as the price that would leireed 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 rtsaction betwec
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 falue. Thit

unobservable inputs. The three levels of inputsl usemeasure fe
values are as follows:

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

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

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

Recurring Fair Value Measurements
The following tables present the fair values foosh assets a
(liabilities) measured on a recurring basis:

September 30, 2012

(in millions) Levell Level2 Level3 Total
Cash Equivalents (1) $ 1111 $§ — ¢ — $ 1111
Forward Contracts (2) — 13 — 13
Other Investments (3) 83 — — 83
Total $ 119« $ 13 $ — $ 1,20%
June 30, 2012
(in millions) Level1l Level2 Level3 Total
Cash Equivalents (1) $ 997 § — $ — $ 997
Forward Contracts (2) — 49 — 48
Other Investments (3) 78 — — 78
Contingent Consideration Obligation (4) — — 4) (4)
Total $ 107t $ 49 $ (4 $ 112

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

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

(3) The other investments balance includes investmiantsutual funds, which a
used to offset fluctuations in deferred compensatiabilities. These mutu
funds primarily invest in the equity securities @@mpanies with large marl
capitalization and high quality fixed income deketusrities. The fair value
these investments is determined using quoted mpriaets.

(4) The contingent consideration obligation was inadirie connection with tt
acquisition of P4 Healthcare. The former ownerBéfHealthcare had the righ
receive certain contingent payments based on tdgearnings before intere
taxes, depreciation and amortization ("EBITDA").eSBote 2 for addition
information regarding the contingent considerataiiligation related to the |
Healthcare acquisition. The fair value of the cogdint consideration obligati
was determined based on a probabiltgighted income approach derived fi
EBITDA estimates and probability assessments veipect to the likelihood
achieving the various EBITDA targets. The fair \@lmeasurement was base(
significant inputs unobservable in the market ahdstrepresented a Leve
measurement. At each reporting date, we revaluecctimtingent considerati
obligation to estimated fair value. Changes in flie value of the continge
consideration obligation resulted from changeshia terms of the continge
payments, changes in discount periods and ratemgels in the timing a
amount of EBITDA estimates, and changes in probigbdssumptions wit
respect to the timing and likelihood of achievihg EBITDA targets. As a res
of changes in our estimate of performance in fupeeods, coupled with tl
progress of discussions with the former ownersrdigg an early termination a



hierarchy requires entities to maximize the useldervable inpu settlement, we recorded a $71 millitotal decrease in the fair value of

and minimize the use of contingent consideration obligation primarily dgrithe third and fourth quarte
of fiscal 2012. We terminated and settled the remgicontingent considerati
obligation in July 2012 for $4 million .
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Notes to Condensed Consolidated Financial Statemenfcontinued)

10. Shareholders' Equity

During the three months ended September 30, 204 repurchase
4.9 million Common Shares having an aggregate cds620(
million . The average price paid per common share for athi@or
Shares repurchased was $40.63 .

During the three months ended September 30, 20dd repurchase
6.7 milion Common Shares having an aggregate ©ds630(
million . The average price paid per common share for athi@or
Shares repurchased was $44.89 .

We funded the repurchases with available cash.ddramon Shar
repurchased are held in treasury to be used foergkrtorporat
purposes.

11. Earnings Per Share

Basic earnings per share (“EPSIY computed by dividing n
earnings (the numerator) by the weighted averagmbeu o
Common Shares outstanding during each period (émordinator’
Diluted EPS is similar to the computation for bakS, except th
the denominator is increased by the dilutive effettvested an
nonvested stock options, restricted shares andictest share uni
computed using the treasury stock method. The totahber ¢
Common Shares issued, less the Common Sharesrhelhasury, |
used to determine the Common Shares outstanding.

The following table reconciles the number of Comn$drares used
compute basic and diluted EPS:

Three Months Ended September 30,
2012 2011
341

(in millions)

Weighted-average Common Shares—bas

34¢

Effect of dilutive securities:

Employee stock options, restricted share:
and restricted share units 8 4

Weighted-average Common Shares—

diluted 344 34¢

The potentially dilutive employee stock optionstthvare antidilutive
for the three months ended September 30, 2012 8ad @erel3
million and 10 million , respectively.

12. Segment Information

Our operations are principally managed on a pradacid service
basis and are comprised of tvaperating segments, which are
same as our reportable segments: PharmaceuticaMaddal. Thi
factors for determining the reportable segmenthidecthe manner
which management evaluates our performance combividd the
nature of the individual business activities.

The following table includes revenue for each régdule segment ai
reconciling items necessary to agree to amountsrteg in th
condensed consolidated statements of earnings:

Three Months Ended September 30,

(in millions) 2012 2011
Pharmaceutical $ 23,49¢ $ 24,41¢
Medical 2,39: 2,38(
Total segment revenue 25,89:! 26,79¢
Corporate (1) (#)] (6)
Total revenue $ 2588¢ $ 26,79:

(1) Corporate revenue consists of the eliminatibimtersegment revent

We evaluate segment performance based upon segnudint amony
other measures. Segment profit is segment revéesse segment cc
of products sold, less segment distribution, sglligeneral ar
administrative ("SG&A") expenses. Segment SG&A ewgex
includes shardased compensation expense as well as allc
corporate expenses for shared functions, includicgrporat
management, corporate finance, financial sharedices; huma
resources, information technology, legal and aegdrdted hospit
sales organization. Corporate expenses are altb¢atthe segmer
based upon headcount, level of benefit provided aathble
allocation. Information about interest income ardense and incon
taxes is not provided at the segment level.

Restructuring and employee severance, acquisig@aied cost
impairments and loss on disposal of assets, litg
(recoveries)/charges, net, certain investment ahdrcspending a
not allocated to the segments. See Notes 2, 3 arebgectively, fc
further discussion of our acquisitioalated costs, restructuring ¢
employee severance, and litigation (recoveriesifig® ne
Investment spending generally includes the firstryapend for certa
projects that require incremental strategic investis in the form «
additional operating expenses. We encourage ounesas to identif
investment projects that will promote innovatiordgorovide futur
returns. As approval decisions for such projeces dependent up
executive management, the expenses for such psome ofte
retained at Corporate. Investment spending withorpGrate wagerc
and $7 million for the three months ended Septerber2012anc
2011, respectively.

The following table includes segment profit by repble segmel
and reconciling items necessary to agree to amaepisrted in th
condensed consolidated statements of earnings:

Three Months Ended September 30,

(in millions) 2012 2011
Pharmaceutical $ 40C $ 362
Medical 74 7¢
Total segment profit 474 44z
Corporate a7 (30)
Total operating earnings $ 457 % 41z
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Notes to Condensed Consolidated Financial Statemenfcontinued)

13. Share-Based Compensation

Share-Based Compensation Plans

We maintain stock incentive plans (collectivelye tiPlans”)for the
benefit of our officers, directors and certain eoygles. The followin
table provides total shatemsed compensation expense by typ
award:

Three Months Ended September 30,

(in millions) 2012 2011
Restricted share and share unit expens $ illg - & 13
Employee stock option expense 7 6
Performance share unit expense

Total $ 24 $ 20

The total tax benefit related to share-based cosgi@m was$8
million and $7 million for the three months endgeptember 30, 20
and 2011 , respectively.

Stock Options

Employee stock options granted under the Plansrgiyevest ir
equal annual installments over three yeansl are exercisable -
periods ranging from seven to ten yeémsm the grant date. /
employee stock options are exercisable at a pqoaldo the mark
value of the Common Shares underlying the optichegrant date.

The following table summarizes all stock optionngactions und
the Plans:

(in millions, except per share Stock Weighted-Average Exercise
amounts) Options Price per Common Share

Outstanding at June 30, 2012 21 % 37.2¢
Granted 3 39.81
Exercised 2) 28.5¢
Canceled and forfeited 1) 42.9¢
Outstanding at September 30, 2012 22 3 37.6¢
Exercisable at September 30, 2012 17 8% 37.4:%

The following table provides additional data rethte stock options:

September 30, June 30,
(in millions, except contractual lives) 2012 2012
Aggregate intrinsic value of outstanding options  $ 94 $ 137
Aggregate intrinsic value of exercisable options 85 84
Weighted-average remaining contractual life of
outstanding options (in years) 4 8
Weighted-average remaining contractual life of
exercisable options (in years) 3 2

The following table summarizes all transactionsted to restricte
shares and restricted share units under the Plans:

(in_millions, except per share Weighted-Average Grant Date

amounts) Shares Fair Value per Share

Nonvested at June 30, 2012 4 3 35.4¢
Granted 2 39.7¢
Vested 2 32.9¢
Canceled and forfeited — —
Nonvested at September 30, 201: 4 3 38.5¢

Performance Share Units

Performance share units generally vest over twar-gad threeyeal
performance periods based on achievement of spgudiformanc
goals. Based on the extent to which the targetsaahéeved, vests
shares may range from zero percent to 200 peafaéht target awa
amount. The fair value of performance share usitdatermined k
the grant date market price of our Common Shared tut
compensation expense associated with nonvestedrpenfice sha
units is dependent on our periodic assessmenegbithbability of th
targets being achieved and our estimate of the eumbshares th
will ultimately be issued. Performance share urdtcrue cas
dividend equivalents that are payable upon vesifrthe awards.

The following table summarizes all transactions ated t
performance share units under the Plans (basedamyett awar
amounts):

(in_millions, except per share Weighted-Average Grant

amounts) Share Units Date Fair Value per Share
Nonvested at June 30, 2012 Ak & 42.6(
Granted (1) — —
Vested — —
Canceled and forfeited — —
Nonvested at September 30, 201: 1 % 41.3¢

(1) During the three months ended September 302 2B50 thousangderformanc
share units were granted at target at a weightedage fair value of $39.81 .

Adjustments to Stock Incentive Plans

In connection with the Spin-Off, we adjusted shbase
compensation awards granted under the Plans inwdawbased ¢
our Common Shares and/or CareFusion common stecplicable.

The following table summarizes total stock optiooststandin
according to the underlying stock of the award:

The fair values of the stock options granted toafticers and certa
employees were estimated on the grant date uslagiee valuatiol
model. We believe the lattice model provides reabtm estimate
because it has the ability to take into accounividdal exercis
patterns based on changes in our stock price dret gariables, ar
it provides for a range of input assumptions.

Restricted Shares and Restricted Share Units
Restricted shares and restricted share units gtaméder the Pla
generally vest in equal installments over threeye@he fair value |

(in millions) Our Awards  CareFusion Awards
Held by our employees and former employe 21 4
Held by CareFusion employees 1

Outstanding at September 30, 2012 22

14. Subsequent Events

On November 6, 2012 , we renewed our $950 millGmmmittec
receivables sales facility program through Cardidahlth Funding
LLC ("CHF") until November 6, 2014 CHF was organized for t
sole purpose of buying receivables and selling widdd interests i
those receivables to thighrty purchasers. Although consolidate



determined by the grant date market price of oum@on Share accordance with GAAP, CHF is a separate legalyefrtiim Carding
Restricted shares and restricted share units aativigends or cas Health and from our subsidiary that sells the nemiglies to CHF. CH
dividend equivalents that are payable upon vesifrthe awards. is designed to be a special purpose, bankrumete entity whos

assets are available solely to satisfy the claihits @reditors.
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Financial Review

Item 2: Management’s Discussion and Analys
of Financial Condition and Results o

Operations

The discussion and analysis presented below is ecpad witl
material changes in financial condition and resaoftoperations fc
our condensed consolidated balance sheets at Segt@&@® 2012Anc
June 30, 2012 and for our condensed consolidated statemer
earnings for the three months ended September@®, and 2011
This discussion and analysis should be read inucatipn witt
“Management Discussion and Analysis of Financial Conditiom
Results of Operations” included in our 2012 ForrKLO

Portions of this Form 1@ (including information incorporated
reference) include “forward-looking statements.’eords “expect,”
“anticipate,” “intend,” “plan,” “believe,” “will,” “should,” “could,”
“would,” “project,” “continue,” “likely,” and similar expressior
among others, generally identify “forward-lookin@gtements,ivhich
speak only as of the date the statements were nidde.matter
discussed in these forwaloleking statements are subject to ri
uncertainties and other factors that could causgahoesults to diffe
materially from those made, projected or impliedtle forward-
looking statements. The most significant of thdskst uncertaintie
and other factors are described in Exhibit 99.1hte Form 10 anc
in "Item 1A-Risk Factors" of our 2012 Form XD-Except to th
extent required by applicable law, we undertake ohdigation tc
update or revise any forwatdeking statements, whether as a re
of new information, future events, or otherwise.

Overview

We are a healthcare services company providingnpdegutical an
medical products and services that help pharmae@spitals, surge
centers, physician offices and other healthcaresipess focus o
patient care while reducing costs, enhancing efficy and improvin
quality. We report our financial results in two semts
Pharmaceutical and Medical.

Revenue for the three months ended September 3@, ®8s$25.¢
billion , a 3 percentecrease from the prior year, largely due tc
impact of brand-tgeneric pharmaceutical conversions. Gross m
increased 7 percent to $1.2 billion and operatiamiegsincrease
11 percent to $457 million reflecting strong performance in «
Pharmaceutical segment generic programs. Also iboiitig to the
increase in operating earnings was $22 milladnincome resultin
from settlements of class action antitrust clairgarnings fror
continuing operations were up 15 percent to $27lamidue to th
factors discussed above.

Our cash and equivalents balance was $2.4 billio8eptember 3
2012 , compared to $2.3 billion at June 30, 20The increasen
cash and equivalents was primarily attributablendébd cash provide
by operating activities of $568 millionoffset by share repurchase:
$200 million , acquisitions of $100 million and badividends of$84
million . We plan to continue to execute a balanced deptoyro
available capital to position ourselves for susthla competitiv
advantage and to enhance shareholder value.

Trends
Within our Pharmaceutical segment, we expect ree¢aowecrease

conversions impacted our revenues in the three msomnde
September 30, 2012, while the expiration of thetram with Expres
Scripts, Inc. will impact our revenues beginningtlie three montt
ended December 31, 2012.

Spin-Off of CareFusion

Effective August 31, 2009, we separated our clinead medice
products businesses through a distribution to tareholders o081
percent of the then outstanding common stock of CareFi
Corporation ("CareFusion”) and retained the renmaingshares ¢
CareFusion common stock (the "Sj@ff’). During fiscal 2010 ar
2011, we disposed of the remaining shares of CareFusiommotr
stock. While we are a party to a separation agreéraed variou
other agreements relating to the separation, imdud tax mattel
agreement, we have determined that we have no fisam
continuing involvement in the operations of Careéus

Under the tax matters agreement, CareFusion isgatbli t
indemnify us for certain tax exposures and tramsadbxes prior t
the Spin-Off. The indemnification receivable was6%2million anc
$265 million at September 30, 2012 and June 302 20éspectively
and is included in other assets in the condensedotidated balan:
sheets.

Results of Operations

Revenue
Three Months Ended September 30,
(in millions) 2012 2011 Change
Pharmaceutical $ 23,49¢ $ 24,41¢ (4%
Medical 2,39: 2,38( 1%
Total segment revenue 25,89: 26,79¢ (3%
Corporate 2 (6) N.M.
Total revenue $ 25,88¢ $ 26,79: )%

Pharmaceutical Segment

Revenue for the three months ended September 3@,c2@npared t
the prior year period was negatively impacted lfgerease in sales
existing customers ($1.4 billion), primarily asesult of the impact «
brand-to-generic pharmaceutical conversions. Bitargkneris
pharmaceutical conversions impact our revenues usecaener
pharmaceuticals generally sell at a lower price tie correspondit
brand product and because some of our customersily sourc
generic products directly from manufacturers ratifvemn purchasir
from us. Revenue was positively impacted by reveinom net nev
customers ($352 million). Revenue from nomk customer
increased by 7 percent.

Medical Segment

Revenue for the three months ended September 3@,c2@npared t
the prior year period was positively impacted byuasitions ($4
million) and growth in our selfranufactured and private bre
products ($20 million). This increase was partiatiffset by th
impact of one fewer sales day in the current yeaiod ($34 million
and lower volumes from existing customers ($22iaml driven ir
part by lower procedural volume.

Cost of Products Sold



fiscal 2013. The factors contributing to this des® include reduc  Consistent with the decrease revenue, cost of products s
revenue as a result of brandgeneric pharmaceutical conversi decreased $978 million ( 4 percentcompared to the prior ye
and the expiration on September 30, 2012 of ourrpaeeutice period. See the gross margin discussion below dditianal driver:

distribution contract with Express Scripts, Inc.aBd-togeneric impacting cost of products sold.
pharmaceutical
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Financial Review (continued)

Gross Margin

Three Months Ended September 30,

(in millions) 2012 2011 Change
Gross margin $ 1,15¢ $ 1,08¢ 7%

Pharmaceutical Segment
Gross margin increased $53 million during the thmeenths ende
September 30, 2012 .

Strong performance in our generic pharmaceuticagams increas:
gross margin by an estimated $95 million.

Pharmaceutical distribution customer pricing changacluding
rebates (exclusive of the related volume impadyessely impacte
gross margin by an estimated $40 million. The asvempact ¢
these customer pricing changes was partially offgeproduct mix
sourcing programs and other sources of margin.

Lower revenue, primarily as a result of the impafdbrand-togeneric
conversions, decreased gross margin by an estirfiatedillion.

Medical Segment
Gross margin increased $20 million during the thmeenths ende
September 30, 2012 .

Acquisitions positively impacted gross margin byl $iillion.

During the three months ended September 30, 2@ikls associat
with the Presourcé€ procedure kit import matter decreased ¢
margin by $10 million.

SG&A Expenses

Three Months Ended September 30,

(in millions) 2012 2011 Change
SG&A expenses $ 69C $ 644 7%

SG&A expenses increasedluring the three months enc
September 30, 201grimarily due to acquisitions ($12 million)
business system investments, including depreciadimh other cos
associated with the Medical segment business temstion project.

Segment Profit and Consolidated Operating Earnings

Three Months Ended September 30,

(in millions) 2012 2011 Change
Pharmaceutical $ 40C $ 363 10%
Medical 74 79 (6)%
Total segment profit 474 442 7%
Corporate a7 (30) N.M.
Total operating earnings $ 457 $ 412 11%

Pharmaceutical Segment Profit

The principal drivers for the increase during theeé months end
September 30, 2012 were strong performance in oemenj
pharmaceutical programs and increased margin ubd&nd an
generic manufacturer agreements. These items vegtialfy offset by
the unfavorable impact of customer pricing chang8ge th
discussion of gross margin above for further infation on thes

segment business transformation project includiegrekciation, othe
costs, lost sales and a $5 million favorable ouperfod adjustment
reflect certain vendor chargeback billings that eveelayed durir
the conversion to the new processes. Lower volutnegxisting
customers also contributed to the decrease in sgigprefit. Thes
factors were partially offset by the positive impatacquisitions ar
the prior-year costs associated with the Presofirpeocedure k
import matter. See the discussion above for furihtarmation ol
these drivers.

Consolidated Operating Earnings
In addition to revenue, gross margin and SG&A egpendiscusst
above, operating earnings were impacted by thewiatg:

Three Months Ended September 30,

(in millions) 2012 2011
Restructuring and employee severance $ 5 $ 8
Acquisition-related costs 2€ 27
Impairments and loss on disposal of asst 1 1

Litigation (recoveries)/charges, net

(22) S

Acquisition-Related Costs

Amortization of acquisition-related intangible asseas$21 million
and $19 million for the three months ended Septer&®e2012anc
2011, respectively.

Litigation (Recoveries)/Charges, Net

During the three months ended September 30, 20€ recognize
$22 million of income resulting from settlements of class a
antitrust claims in which we were class members.

Earnings Before Income Taxes and Discontinue

Operations
In addition to the items discussed above, earnefsre income tax
and discontinued operations were impacted by thewng:

Three Months Ended September 30,

(in millions) 2012 2011 Change
Other (income)/expense, net$ 8 $ 4 N.M.
Interest expense, net 2€ 23 11%

Provision for Income Taxes
The following table summarizes our provision focame taxes as
percentage of pretax earnings ("effective tax date"

Three Months Ended September 30,
2012 (1) 2011 (2)
38.1% 38.%%

Effective tax rate

(1) During the three months ended September 302 2@he effective tax rate w
impacted by net unfavorable discrete items of $H#iani, or 1.0 percent The
discrete items include unfavorable amounts relaiaghanges in unrecognized
benefits.

(2) During the three months ended September 3D] 2@he effective tax rate w
impacted by net unfavorable discrete items of $H#iani, or 0.9 percent The
discrete items include unfavorable amounts reltiethanges in unrecognized
benefits, partially offset by the favorable impaft settling certain state t
matters.



drivers. Ongoing Audits

Medical Segment Profit The IRS is currently conducting audits of fiscabhgge 2003 throuc

The decrease during the three months ended Sept@®b2012was 2010. We have received proposed adjustments freniRB for fisce

partially driven by the net negative impact ($10llioni) of the years 2003 through 2007 related to our transfeimgiarrangemen

Medical between foreign and domestic subsidiaries and thasfer o
intellectual property among subsidiaries of an &egluentity prior ti
its acquisition by us. The IRS has proposed adtititaxes of$84¢
million , excluding penalties
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and interest. If this tax ultimately must be paihreFusion is liab
under the tax matters agreement entered into imexmion with th
Spin-Off for $592 millionof the total amount. We disagree with tt
proposed adjustments, which we are contesting,have accounte
for the unrecognized tax benefits related to them.

Liquidity and Capital Resources

We currently believe that, based upon availableitabpesource
(cash on hand), projected operating cash flow andess t
committed credit facilities, we have adequate ehpésources to ful
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.

Cash and Equivalents

Our cash and equivalents balance was $2.4 billtoGeptember 3
2012 , compared to $2.3 billion at June 30, 2082 September 3
2012, our cash and cash equivalents were held in caplsiton
accounts with major banks or invested in high dyalshorttern
liquid investments. The increase in cash and etpriva during th
three months ended September 30, 20&2 primarily attributable
net cash provided by operating activities of $568ian . During the
three months ended September 30, 2012 , we depik@@ millior
of cash on share repurchases, $100 million on atiuis and$84
million on dividends.

We use days sales outstanding (“DSGdays inventory on hai
(“DIOH") and days payable outstanding (“DPOt) evaluate ol
working capital performance. DSO is calculatedradé receivable
net divided by (quarterly revenue divided by 90 gjayDIOH is
calculated as inventories divided by ((quarterlgtoof products so
plus chargeback billings) divided by 90 days). DBQalculated ¢
accounts payable divided by ((quarterly cost ofdpiais sold plt
chargeback billings) divided by 90 days). Charg&Haitlings are th
difference between a produstwholesale acquisition cost and
contract price established between the vendorgtameénd custome
Beginning in the first quarter of fiscal 2013, weaaged our methq
of calculating DSO in order to align it with the-8@y convention th
we use in the calculation of DIOH and DPO. Priothis change, w
calculated DSO by dividing trade receivables, ngt (monthly
revenue divided by 30 days). In connection witls thange, we ha
revised prioryear information to conform to the new methoc
calculating DSO.

Three Months Ended September 30,

2012 2011
Days sales outstanding 224 20.9
Days inventory on hand 25.4 23.0
Days payable outstanding 38.3 36.1

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

DSO increased as a result of the Medical segmdnisines
transformation project implementation, which ledao increase
trade receivables at September 30, 2012. DIOH as&@ as a res

The cash and equivalents balance at September@® i@cludec
$325 million of cash held by subsidiaries outsifithe United State
Although the vast majority of this cash is avait@alibr 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 foreigr
subsidiaries without becoming subject to U.S. fabténcome ta
through intercompany loans.

Credit Facilities and Commercial Paper

Our sources of liquidity include a $1.5 billion méving credit facility
and a $950 million committed receivables saleslifpgbirogram. A
times, availability under our committed receivablgales facilit
program may be less than $950 million based on ivabke:
concentration limits and our outstanding eligibdeeivables balanc
We also have a commercial paper program of up t& $illion,
backed by the revolving credit facility.

We had no outstanding borrowings from the commerpiape
program and no outstanding balance under the cdaunieceivable
sales facility program at September 30, 2Q12Ve also had r
outstanding balance under the revolving credit lifgci at
September 30, 2012 except for $43 million of standby letters
credit. Our revolving credit and committed receieabsales facilit
programs require us to maintain a consolidatedéstecoverage rati
as of any fiscal quarter end, of at least 4-teand a consolidat
leverage ratio of no more than 3.25-to-1. As oft8eyber 30, 2012
we were in compliance with these financial covesant

As further discussed in "ltem Gther Information" below, ¢
November 6, 2012, we renewed our $950 milliocommittec
receivables sales facility program through Noventhex014 .

Capital Expenditures

Capital expenditures during the three months ernlepgtember 3
2012 and 2011 were $26 million and $45 millioespectively, whic
were primarily related to information technologyjarcts.

Dividends

On August 8, 2012, our Board of Directors approtieel quarterl
dividend of $0.2375, or $0.95 per share on an dimaghbasis, whic
was paid on October 15, 2012 to shareholders aofrdecn October .
2012.

On October 30, 2012, we announced our 113th cotigecregula
quarterly dividend, and increased the dividend I8y dercent t
$0.275 per share, or $1.10 per share on an anadabasis. Tt
dividend is payable on January 15, 2013 to shadehslof record ¢
January 2, 2013.

Share Repurchases

During the three months ended September 30, 204 repurchase
$200 million of our Common Shares. We ha$650 millior
remaining under our current repurchase authorizatibich expire
August 31, 2015.

Contractual Obligations

There have been no material changes, outside ofrttieary cours
of business, in our outstanding contractual obiigest since the end
fiscal 2012 and through September 30, 2012 .

Recent Financial Accounting Standards



of a greater mix of nobulk sales and higher generic inventory dr See Note 1 of the Notes to Condensed Consolidated Finai
by brand-togeneric conversions. The increase in DPO was dtref  Statements” for a discussion of recent financiabaating standards.
brand-to-generic pharmaceutical conversions.
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Item 3: Quantitative and Qualitative

Disclosures About Market Risk
We believe there have been no material changeBeimgtiantitativ
and qualitative market risks since the 2012 ForakK10

Iltem 4: Controls and Procedures

Evaluation of Disclosure Controls and Procedures
We evaluated, with the participation of our priradipxecutive office
and principal financial officer, the effectivenese$ our disclosur
controls and procedures (as defined in Rule 15@) under tr
Securities Exchange Act of 1934) as of Septembef802. Base!
on this evaluation, our principal executive officand principe
financial officer have concluded that our discleswontrols an
procedures were effective as of September 30, 201® provide
reasonable assurance that information requirecetdisclosed in ol
reports under the Securities Exchange Act of 1984reicordec
processed, summarized and reported within the pien®ds specifie
in the SEC rules and forms and that such informaisoaccumulate
and communicated to management to allow timely i
regarding required disclosure.

Cardinal Health, Inc. and Subsidiar

Changes in Internal Control Over Financia
Reporting

There were no changes in our internal control dwencial reportini
during the quarter ended September 30, 2012 tha¢ haateriall
affected, or are reasonably likely to materialljeaf, our intern:

control over financial reporting.

In fiscal 2012, the Medical segment implemented wsires
transformation project, including a new informatsystem for certa
supply chain and financial processes, which cartstt a materi
change to our internal control over financial repagy. To support ot
internal control over financial reporting duringetlimplementatio
and initial operation of the new system we esthblis addition:
temporary compensating controls that were largiigieated during
the three months ended September 30, 2012. Altt
implementation of the new system is substantialhymplete, th
Medical segment plans to continue to refine somecgsse:
However, we do not expect any of these refinemémtmaterially
affect our internal control over financial repogin
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Part Il. Other Information

Item 1: Legal Proceedings

In addition to the proceedings described below,l¢lgal proceeding
described in Note 7 of the "Notes to Condensed Qlatatec
Financial Statements" are incorporated in this niltellega
Proceedings" by reference.

In May and June 2012, Herman Kleid and Henry Stanle., eac
purported shareholders, filed derivative actionsbehalf of Cardin:
Health, Inc. in the United States District Court fine Southetr
District of Ohio against the current and certaimfer members of o
Board of Directors. A similar action was filed byaBiel Himmel, .
purported shareholder, in the Common Pleas CourDelawar:
County, Ohio and included certain of our officessdefendants. Tl
complaints allege that the defendants breached fideiciary dutie
in connection with the DEA's recent suspension of bakelanc
Florida distribution center's registration to disfite controlle:
substances, and the suspension and reinstatemsmttofegistratior
at three of our facilities in 2007 and 2008. Thenhhel 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 dismadl thre:
complaints. In October 2012, Herman Kleid volunyadismissed hi
complaint without prejudice and the court dismis¢bd Stanle
action with prejudice. Separately, in September22(. purporte
shareholder made demand on our Board of Directortske actio
against the current and certain former members wf Board o
Directors to recover damages based on allegationtasto those si
forth in the derivative actions above.

Iltem 1A: Risk Factors

You should carefully consider the information instfrorm 10€Q anc
the risk factors discussed in "ltem Risk Factors" and other ris
discussed in our 2012 Form ¥0and our filings with the SEC sin
June 30, 2012. These risks could materially anceiesgly affect ot
results of operations, financial condition, liqiydiand cash flow
Our business also could be affected by risks tteatie not presen
aware of or that we currently consider immategabtir operations.

Item 2: Unregistered Sales of Equity Securitie

and Use of Proceeds

The following table provides information about phsises we made
our Common Shares during the three months ergkmtember 3
2012 :

Issuer Purchases of Equity Securities

Total
Number of
Shares Approximate Dollar
Purchased Value of Shares
as Part of That May Yet be
Total Average Publicly Purchased
Number Price Announced Under the
of Shares Paid per Program (2)  Program (2)(3) (in
Period Purchased (1,  Share 3) millions)
July 1 -31, 2012 2,352,570 $ 425 2,350,55' $ 20C
August 1 - 31,
2012 1,258,80! 39.7¢ 1,257,52 70C

our Deferred Compensation Plan. Also includes 1,806,049 and142,96:
restricted shares surrendered in July, August aptehber 2012, respective
by employees upon vesting to meet tax withholding.

(2) On November 3, 2010, our Board of Directors appdoae$750 million sha
repurchase program, which was to expire on Nover8deR013. In July 201
we repurchased 2.3 million Common Shares havingggregate cost of $1
million under this plan.

(3) On August 8, 2012, our Board of Directors approgedew $750 million sha
repurchase program, which expires on August 3152@fd canceled the sh
repurchase program which was to expire on Nover@8bef013. In August 20:
and September 2012, we repurchased 2.6 million GamBhares having
aggregate cost of $100 million ($50 million in eaoh August 2012 ar
September 2012) under this plan.

Item 5: Other Information

Amendments to Committed Receivables Sales FacilitProgram
Agreements

On November 6, 2012, Cardinal Health Funding, LLCHF"), a
receivables financing subsidiary of Griffin CapijtalLC (“Griffin
Capital”), a receivables financing subsidiary of Cardinal tedhc.
Wells Fargo Bank, N.A. (“WF"),Liberty Street Funding LL
(“Liberty Street”), The Bank of Nova Scotia (“BNS”"Windmill
Funding Corporation (“Windmill”");The Royal Bank of Scotland P!
(“RBS"), Atlantic Asset Securitization LLC (“Atlait”), Credit
Agricole Corporate and Investment Bank New Yorkrigta (“Credil
Agricole”), Market Street Funding LLC (*“Market S&#), PNC
Bank, National Association (“PNC"), Victory Receivable
Corporation (“Victory”), and The Bank of Tokyugtsubishi UFJ
Ltd., New York Branch (“BTMUNY”) entered into a Sever
Amendment and Joinder to the Third Amended and &R
Receivables Purchase Agreement (the “Amendmeritile Thirc
Amended and Restated Receivables Purchase Agreerfs
amended, the “Receivables Purchase Agreemevdy entered in
on November 19, 2007 among CHF, Griffin Capital, risfble
Funding Capital Company, LLC, Victory, Windmill, \WWaovia Bank
National Association, BTMUNY, as managing agent, MMBMRO
Bank N.V., individually and as managing agent, ahhchovit
Capital Markets, LLC, as agent. Certain of the ipartto th
Receivables Purchase Agreement have changed s$mexdcutior
The principal purpose of the Amendment is to rewew$950 millior
committed receivables sales facility program uNtivember 6, 201
to remove Windmill, RBS, Atlantic and Credit Agrleo as
participants in the program and to add Market $teeel PNC &
participants. The Amendment will be filed with oguarterly repol
on Form 10-Q for the period ended December 31, 2012

In connection with the renewal of our $950 milli@ommittec
receivables sales facility program, Cardinal Healtic. and CH
entered into a Fourth Amended and Restated Perfaren&uarant
(the “Fourth A&R Performance Guaranty”)The Fourth A&F
Performance Guaranty updates certain definitionsd awthe
provisions contained in the Third Amended and Redt®erformanc
Guaranty, dated March 25, 2010, between Cardinalthlelnc. an
CHF for consistency with our $1.5 billion revolvingedit facility
The Fourth A&R Performance Guaranty will be filedtiw our
quarterly report on Form 1Q-for the period ended December
2012.

From time to time, the financial institutions thaste parties to tt



September 1 30,
2012 1,457,33 38.1( 1,312,72 65C

Total 5,068,71' $ 40.5¢ 4,920,810 ¢ 65C

@

Includes 210 , 227 and 1,68bmmon Shares purchased in July, August
September 2012, respectively, through a rabbi &isshvestments of participa
in
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Receivables Purchase Agreement or their affilidimee performe:
and may in the future perform, various commercianking
investment banking and other financial advisoryises for us. W
pay these financial institutions customary fees axpknses for the
services. In particular, BNS, WF, BTMUNY and PNC teil
affiliates currently act as members of the lendiggdicate under o
$1.5 billion revolving credit facility.
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Iltem 6: Exhibits

Exhibit

Number Exhibit Description

3.1 Amended and Restated Atrticles of Incorporatib@ardinal Health, Inc., as amended (incorpordtedeference to Exhibit 3.1 to Cardinal HeadtiQuarterly Repo
on Form 10-Q for the quarter ended September 318,Z€le No. 1-11373)

32 Cardinal Health, Inc. Restated Code of Regulatiassamended (incorporated by reference to ExhiRit® Cardinal Health’'s Current Report on ForrK 8ifed on
August 10, 2012, File No. 1-11373)

101 Form of Nonqualified Stock Option Agreement under €ardinal Health, Inc. 2011 Lofigerm Incentive Plan (grants made to executive effidn August 2012 ar
thereafter) (incorporated by reference to ExhiBitl13 to Cardinal Health’s Annual Report on FormKlfbr the fiscal year ended June 30, 2012, File N©1373)

10.2 Employment Agreement, dated September 4, 2012 degtvZardinal Health, Inc. and George S. Barretb(jporated by reference to Exhibit 10.1 to Cardiehlth’'s
Current Report on Form 8-K filed on September 820 ile No. 1-11373)

12.1 Computation of Ratio of Earnings to Fixed Qka

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

31.2 Certification of Chief Financial Officer puiant to Section 302 of the Sarbanes-Oxley Act 6220

321 Certification of Chief Executive Officer puemnt to 18 U.S.C. Section 1350, as adopted purso&ection 906 of the Sarbanes-Oxley Act of 2002
32.2 Certification of Chief Financial Officer puient to 18 U.S.C. Section 1350, as adopted pursagection 906 of the Sarbanes-Oxley Act of 2002
920.1 Statement Regarding Forward-Looking Infororati

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Schema Document

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuatne

101.DEF XBRL Taxonomy Definition Linkbase Document

101.LAB XBRL Taxonomy Extension Label Linkbase Document

101.PRE XBRL Taxonomy Extension Presentation LagébDocument

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 informatioroigtinely posted and accessible on the Investage phwww.cardinalhealth.com. In additi
our website allows investors and other interestggns to sign up to automatically receive emaittalwhen we post news releases,
filings and certain other information on our websit
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Signatures
Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causisd¢port to be signed on its behalf by

undersigned, thereunto duly authorized.
Cardinal Health, Inc.

/sl GEORGE S. BARRETT
George S. Barrett
Chairman and Chief Executive Officer

Date: November 9, 2012

/s JEFFREY W. HENDERSON
Jeffrey W. Henderson
Chief Financial Officer
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Exhibit 12.1
Cardinal Health, Inc. and Subsidiaries

Computation of Ratio of Earnings To Fixed Charges

Fiscal Year Ended June 30, For the Three
Months Ended
(in millions, except for ratios) 2008 2009 2010 2011 2012 September 30, 2012
Earnings before income taxes and discontinued tipasa $ 1,295 $ 1,159.¢ $ 1,211.6 $ 15180 $ 1,698. $ 439.2
Plus fixed charges:
Interest expense 143. 118.¢ 125.¢ 95.2 92.2 25.2
Capitalized interest 13.t 5.1 2.¢ 5.7 6.C 0.€
Amortization of debt offering costs &3 3.8 9.6 1.8 2.8 0.8
Interest portion of rent expense 12.2 11.1 6.C 7.1 7.8 1.¢
Fixed charges 172.¢ 138.¢ 144.% 109.¢ 108.¢ 28.€
Plus: amortization of capitalized interest 1kt 2.E 6.5 5.2 3.2 0.8
Less: capitalized interest (13.5) (5.2) (2.9) (5.7) (6.0) (0.€)
Earnings $ 14557 $ 1,295.¢ $ 1,359.f $ 1,627 $ 1,804 $ 468.(
Ratio of earnings to fixed charges (1) 8.4 9.4 9.4 14.¢ 16.€ 16.4

(1) The ratio of earnings to fixed charges is cotegiy dividing fixed charges into earnings befo@me taxes and discontinued operations plus fokedlges and capitalized
interest. Fixed charges include interest expensertization of debt offering costs and the portafirent expense that is deemed to be representaftithe interest factc
Interest expense recorded on tax exposures hagdémmded in income tax expense and has thereézne éxcluded from the calculation.



Exhibit 31.1

I, George S. Barrett, certify that:

1.

2.

5.

| have reviewed this Form 1D-of Cardinal Health, Inc

Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omgtade a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisleading 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 tfee periods presented in |

report;

The registran$’ other certifying officer(s) and | are responsiloleestablishing and maintaining disclosure cdstemd procedures |
defined in Exchange Act Rules 13a-15(e) and 15()) and internal control over financial repagtifas 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 wesigned unc
our supervision, to ensure that material infornratielating to the registrant, including its condated subsidiaries, is me
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

Designed such internal control over financial réjpgr, or caused such internal control over finaheceporting to b
designed under our supervision, to provide readenaksurance regarding the reliability of finanai@porting and tt
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

Evaluated the effectiveness of the registsadisclosure controls and procedures and presamtéds report our conclusio
about the effectiveness of the disclosure control$ procedures, as of the end of the period cougyetis report based
such evaluation; and

Disclosed in this report any change in the stegnts internal control over financial reporting thatcoed during th
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an annuyabmg that has material
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finalceporting; and

The registrans other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant’s auditors and theitaadmmittee of the registrast’board of directors (or persons performing
equivalent functions):

a.

All significant deficiencies and material weaknesge the design or operation of internal controkofinancial 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: November 9, 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 1D-of Cardinal Health, Inc

Based on my knowledgthis report does not contain any untrue statemeatmaterial fact or omit to state a material faetessal
to make the statements made, in light of the cistances under which such statements were madmisleading 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 tfee periods presented in |

report;

The registran$’ other certifying officer(s) and | are responsiloleestablishing and maintaining disclosure cdstemd procedures |
defined in Exchange Act Rules 13a-15(e) and 15()) and internal control over financial repagtifas 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 wesigned unc
our supervision, to ensure that material infornratielating to the registrant, including its condated subsidiaries, is me
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

Designed such internal control over financial réjpgr, or caused such internal control over finaheceporting to b
designed under our supervision, to provide readenaksurance regarding the reliability of finanai@porting and tt
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

Evaluated the effectiveness of the registsadisclosure controls and procedures and presamtéds report our conclusio
about the effectiveness of the disclosure control$ procedures, as of the end of the period cougyetis report based
such evaluation; and

Disclosed in this report any change in the stegnts internal control over financial reporting thatcoed during th
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an annuyabmg that has material
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finalceporting; and

The registrans other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant’s auditors and theitaadmmittee of the registrast’board of directors (or persons performing
equivalent functions):

a.

All significant deficiencies and material weaknesge the design or operation of internal controkofinancial 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: November 9, 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 Acf 28002

I, George S. Barrett, Chairman and Chief Executdfficer of Cardinal Health, Inc. (the “Company?ertify, pursuant to 18 U.S.
Section 1350, that:

(1) the Quarterly Report on Form T®for the quarter ended September 30, 2012 contathie financial statements of the Comg
(the “Periodic Report”)which this statement accompanies, fully compliethwle requirements of Section 13(a) or 15(d) e

Securities Exchange Act of 1934 (15 U.S.C. 78m8u(d)); and

(2) the information contained in the Periodic Repoitlyapresents, in all material respects, the finahcondition and results
operations of the Company.

Dated: November 9, 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 Acf 2002

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

(1) the Quarterly Report on Form T@for the quarter ended September 30, 2012 contathie financial statements of the Comg
(the “Periodic Report”)which this statement accompanies, fully compliethwle requirements of Section 13(a) or 15(d) e

Securities Exchange Act of 1934 (15 U.S.C. 78m8u(d)); and
the information contained in the Periodic Repoitlyapresents, in all material respects, the finahcondition and results

operations of the Company.

(2)

Dated: November 9, 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”), any quarterly report on Fot®Q or any of our current reports
Form 8K (along with any exhibits and amendments to sagorts), as well as our Annual Report to Sharehs|d®mur press releases, or
other written or oral statements made by or on betfiais, may include directly or by incorporatiby reference forwartboking statemen
which reflect our current view (as of the date thievardlooking statement is first made) with respect ttufe events, prospects, projecti
or financial performance. The matters discussethése forwardeoking statements are subject to certain risks @mzkrtainties that cot
cause actual results to differ materially from #hqsojected, anticipated or implied in or by sutdtesments. These risks and uncertai
include:

* competitive pressures in the markets in which werate, including pricing pressur

* increasing consolidation in the healthcare indysidyich could give the resulting enterprises gnebtrgaining power and may incre
pressure on prices for our products and services;

* uncertainties due to government healthcare reforahyding the impact of the 2.3 percent tax to ey medical device manufactur
like us on the sale price of products;

* changes to the prescription drug reimbursementutarand related reporting requirements for genghiermaceuticals under Medice

» the loss of, material reduction in purchases bydefault by key customers, including CVS CaremadtpOration and Walgreens C
whose contracts with the Company are currently cigleel to expire in June 2013 and August 2013, ctisy;

» 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 Ragguy Commission, the U.S. Department of Healtd Bluman Services, the 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, manufactutdigtribution, importation or sales
result in warning letters, recalls, seizures, igfions and monetary sanctions;

e compliance with the settlement agreement that wered into in connection with the DEA's suspensiodnour Lakeland, Floric
distribution center's registration to distributentolled substances and the possibility of civiles against us by the U.S. Departmel
Justice for conduct covered by the settlement agee&

» the loss of, or default by, one or more key supgplfer which alternative suppliers may not be rigaavailable
» 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 brandrmphegutical price appreciation or generic pharmacalytrice deflation, restrictions
the amount of inventory available to us, or changreshe timing or frequency of generic launchestloe introduction of brar
pharmaceuticals;

e 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, includialgjlities related to the operations
activities of such businesses prior to their adtjarg

* uncertainties relating to our ability to achieve texpected benefits from the acquisition of HealtcSolutions Holding, LLC (F
Healthcare) and to grow our specialty pharmacelgevices and distribution business;

* uncertainties relating to our ability to achieve #xpected benefits from the acquisition of Caddi®alth China, including the expec
accretion in earnings and growth of the pharmacealtharket in China;

» risks arising from possible violations of the FgreiCorrupt Practices A

» risks arising from possible violations of healtredraud and abuse laws, including the current Diepant of Justice investigati
regarding the structure of discounts offered owvjghed to our customers;



our ability to introduce and market new productd aar ability to keep pace with advances in techgg,
uncertainties relating to the effectiveness of dedical segment's business transformation pre

changes in laws or in the interpretation or appilicaof laws or regulations, as well as possiblkifas to comply with applicable laws
regulations as a result of possible misinterpretatior misapplications;

the continued financial viability and success of customers, suppliers and franchis

1




» costs or claims resulting from potential errorsdafects in our manufacturing, compounding, repaickpginformation systems
pharmacy management services that may injure persomlamage property or operations, including cbsts remediation efforts
recalls;

» the results, costs, effects or timing of any conuiardisputes, government contract compliance matggatent infringement claims,
other legal proceedings;

» the costs, effects, timing or success of restrimjysrograms or plan

» increased costs for commodities used in the Mediegiment including various components, compouradg,nmaterials or energy suct
oil-based resins, cotton, latex and other commesiliti

» shortages in commodities, components, compounas,nraterials or energy used by our businesses, dmgusupply disruptions
radioisotopes;

» the risks of counterfeit products in the supplyiol

» risks associated with global operations, including effect of local economic environments, inflatioecession, currency volatility &
global competition, in addition to risks associatgth compliance with U.S and international lawkatiag 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@ibing 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 cati¢acilities, including our national logistics den

e uncertainties relating to general political, busméndustry, regulatory and market conditi

» adverse changes in U.S. or foreign tax laws, umtehle 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 aks
relating to adverse tax consequences to us anshaueholders; and

» other factors described in “Item 1A-Risk Factmbthe 2012 Form 10k.

LIS LUNTH

The words “expect,” “anticipate,” “intend,” “plan;’believe,” “will,” “should,” “could,” “would,” “pr oject,” “continue,” “likely,” and simila
expressions generally identify “forward-looking tstments,”which speak only as of the date the statements wae, and also inclu
statements reflecting future results or guidanzements of outlook and expense accruals. We tal@deno obligation to update or revise
forward-looking statements, except to the exteqtired by applicable law.
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