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the past 90 days.    Yes   �     No   �  

 

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

 

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

 

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes   �      No    �  
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Item 1: Financial Statements  
Condensed Consolidated Statements of Earnings (Unaudited)  

See notes to condensed consolidated financial statements.  
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Part I. Financial Information  

   Three Months Ended September 30, 

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

Revenue  $ 25,889    $ 26,792  
Cost of products sold  24,730    25,708  

Gross margin  1,159    1,084  
        

Operating expenses:          
Distribution, selling, general and administrative expenses  690    644  
Restructuring and employee severance  5    3  
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 operations  439    385  
        

Provision for income taxes  167    148  
Earnings from continuing operations  272    237  

        

Loss from discontinued operations, net of tax  (1 )    — 
Net earnings  $ 271    $ 237  

        

Basic earnings per Common Share:          
Continuing operations  $ 0.80    $ 0.69  
Discontinued operations  —   — 

Net basic earnings per Common Share  $ 0.80    $ 0.69  

        

Diluted earnings per Common Share:          

Continuing operations  $ 0.79    $ 0.68  
Discontinued operations  —   — 

Net diluted earnings per Common Share  $ 0.79    $ 0.68  

        

Weighted-average number of Common Shares outstanding:          
Basic  341    345  
Diluted  344    349  
        

Cash dividends declared per Common Share  $ 0.2375    $ 0.215  



 
 

 
Condensed Consolidated Statements of Comprehensive Income (Unaudited)  

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

(in millions)  2012    2011  

Net earnings  $ 271    $ 237  
        

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

Net change in foreign currency translation adjustments  25    (15 )  

Net unrealized loss on derivative instruments  (1 )    (2 )  

Total other comprehensive income/(loss), net of tax  24    (17 )  

Total comprehensive income  $ 295    $ 220  



 
 

 
Condensed Consolidated Balance Sheets  

See notes to condensed consolidated financial statements.  
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(in millions)  
September 30,  

2012    
June 30,  

2012  

   (Unaudited)       

Assets          

Current assets:          

Cash and equivalents  $ 2,440    $ 2,274  
Trade receivables, net  6,449    6,355  
Inventories  8,105    7,864  
Prepaid expenses and other  1,013    1,017  

Total current assets  18,007    17,510  
        

Property and equipment, net  1,511    1,551  
Goodwill and other intangibles, net  4,441    4,392  
Other assets  861    807  

Total assets  $ 24,820    $ 24,260  

        

Liabilities and Shareholders’ Equity          

Current liabilities:          

Accounts payable  $ 12,215    $ 11,726  
Current portion of long-term obligations and other short-term borrowings  471    476  
Other accrued liabilities  1,983    1,972  

Total current liabilities  14,669    14,174  
        

Long-term obligations, less current portion  2,408    2,418  
Deferred income taxes and other liabilities  1,462    1,424  
        

Shareholders’ equity:          

Preferred Shares, without par value:          

Authorized— 500 thousand  shares, Issued— none  —   — 
Common Shares, without par value:          

Authorized— 755 million  shares, Issued— 364 million  shares at September 30, 2012  and June 30, 2012  2,927    2,930  
Retained earnings  4,282    4,093  
Common Shares in treasury, at cost: 24 million  shares and 21 million shares at September 30, 2012  and June 30, 2012, respectively  (989 )    (816 )  

Accumulated other comprehensive income  61    37  
Total shareholders’ equity  6,281    6,244  
Total liabilities and shareholders’ equity  $ 24,820    $ 24,260  



 
 

 
Condensed Consolidated Statements of Cash Flows (Unaudited)  

See notes to condensed consolidated financial statements.  
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   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  272    237  
        

Adjustments to reconcile earnings from continuing operations 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, net of effects from acquisitions:          

Increase in trade receivables  (71 )    (69 )  

Increase in inventories  (207 )    (161 )  

Increase in accounts payable  464    410  
Other accrued liabilities and operating items, net  (4 )    (13 )  

Net cash provided by operating activities  568    504  
        

Cash flows from investing activities:          

Acquisition of subsidiaries, net of cash acquired  (100 )    (7 )  

Additions to property and equipment  (26 )    (45 )  

Proceeds from maturities of held-to-maturity securities  23    10  
Net cash used in investing activities  (103 )    (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 )    (17 )  

Dividends on Common Shares  (84 )    (77 )  

Purchase of treasury shares  (200 )    (300 )  

Net cash used in financing activities  (299 )    (381 )  

        

Net increase in cash and equivalents  166    81  
Cash and equivalents at beginning of period  2,274    1,930  

Cash and equivalents at end of period  $ 2,440    $ 2,011  
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Notes to Condensed Consolidated Financial Statements  

1. Summary of Significant Accounting Policies  

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

Our condensed consolidated financial statements have been prepared 
in accordance with the U.S. Securities and Exchange Commission 
("SEC") instructions to Quarterly Reports on Form 10-Q and include 
all of the information and disclosures required by accounting 
principles generally accepted in the United States ("GAAP") for 
interim financial reporting. The preparation of financial statements in 
conformity with GAAP requires us to make estimates and 
assumptions that affect amounts reported in the condensed 
consolidated financial statements and accompanying notes. Actual 
amounts may differ from these estimated amounts. In addition, 
operating results presented for this fiscal 2013 interim period are not 
necessarily indicative of the results that may be expected for the full 
fiscal year ending June 30, 2013 .  

These condensed consolidated financial statements are unaudited and 
are presented pursuant to the rules and regulations of the SEC. 
Accordingly, the condensed consolidated financial statements 
included in this Quarterly Report on Form 10-Q for the quarter ended 
September 30, 2012 (this "Form 10-Q") should be read in conjunction 
with the audited consolidated financial statements and related notes 
contained in our Annual Report on Form 10-K for the fiscal year 
ended June 30, 2012 (the "2012 Form 10-K"). In our opinion, all 
adjustments necessary for a fair presentation of the condensed 
consolidated financial statements have been included. Except as 
disclosed elsewhere in this Form 10-Q, all such adjustments are of a 
normal and recurring nature.  

Spin-Off of CareFusion  
Effective August 31, 2009, we separated our clinical and medical 
products businesses through a distribution to our shareholders of 81 
percent of the then outstanding common stock of CareFusion 
Corporation ("CareFusion") and retained the remaining shares of 
CareFusion common stock (the "Spin-Off"). During fiscal 2010 and 
2011 , we disposed of the remaining shares of CareFusion common 
stock. While we are a party to a separation agreement and various 
other agreements relating to the separation, including a tax matters 
agreement, we have determined that we have no significant 
continuing involvement in the operations of CareFusion. Accordingly, 
the operating results of CareFusion are presented within discontinued 
operations for all periods presented.  

Under the tax matters agreement, CareFusion is obligated to 
indemnify us for certain tax exposures and transaction taxes prior to 
the Spin-Off. The indemnification receivable was $267 million and 
$265 million at September 30, 2012 and June 30, 2012 , respectively, 

  comprehensive income. This guidance requires that comprehensive 
income, the components of net income and the components of other 
comprehensive income be presented either in a single continuous 
statement of comprehensive income or in two separate but 
consecutive statements. In December 2011, the FASB deferred the 
effective date of the specific requirement to present items that are 
reclassified out of accumulated other comprehensive income to net 
income alongside their respective components of net income and 
other comprehensive income. We adopted this amended guidance on a 
retrospective basis beginning in the first quarter of fiscal 2013 and 
have elected to report comprehensive income and its components in a 
separate statement of comprehensive income in this Form 10-Q. The 
adoption of this guidance did not impact our financial position or 
results of operations.  

2. Acquisitions  
While we have completed acquisitions during the three months ended 
September 30, 2012, the pro forma results of operations and the 
results of operations for acquisitions since the acquisition date have 
not been separately disclosed because the effects were not significant 
enough compared to the consolidated financial statements, 
individually or in the aggregate.  

In accordance with the acquisition agreement, as amended, the former 
owners of Healthcare Solutions Holding, LLC ("P4 Healthcare") had 
the right to receive certain contingent payments of up to $100 
million . As a result of changes in our estimate of performance in 
future periods, coupled with the progress of discussions with the 
former owners regarding an early termination and settlement, we 
recorded a $71 million total decrease in the fair value of the 
contingent consideration obligation primarily during the third and 
fourth quarters of fiscal 2012. We terminated and settled the 
remaining contingent consideration obligation in July 2012 for $4 
million . See Note 9 for an explanation of the fair value measurement 
for the contingent consideration obligation.  

Acquisition-Related Costs  
We classify costs incurred in connection with acquisitions as 
acquisition-related costs in the condensed consolidated statements of 
earnings. These costs consist primarily of transaction costs, 
integration costs, changes in the fair value of contingent consideration 
obligations and amortization of acquisition-related intangible assets. 
Transaction costs are incurred during the initial evaluation of a 
potential acquisition and primarily relate to costs to analyze, negotiate 
and consummate the transaction as well as due diligence activities. 
Integration costs relate to activities needed to combine the operations 
of an acquired enterprise with our operations.  

3. Restructuring and Employee Severance  
We consider restructuring activities to be programs whereby we 
fundamentally change our operations, such as closing and 
consolidating facilities, moving manufacturing of a product to another 
location, production or business process sourcing, employee 
severance (including rationalizing headcount or other significant 
changes in personnel) and realigning operations (including substantial 
realignment of the management structure of a business unit in 
response to changing market conditions).  
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and is included in other assets in the condensed consolidated balance 
sheets.  

Recent Financial Accounting Standards  
In June 2011, the Financial Accounting Standards Board ("FASB") 
issued amended accounting guidance related to the presentation of  
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Notes to Condensed Consolidated Financial Statements (continued)  

The following table summarizes restructuring and employee 
severance costs:  

The following table summarizes activity related to liabilities 
associated with restructuring and employee severance activities:  

4. Goodwill and Other Intangible Assets  

Goodwill  
The following table summarizes the changes in the carrying amount 
of goodwill, in total and by segment:  

Other Intangible Assets  
Other intangible assets with definite lives are amortized over their 
useful lives, which range from one to twenty years . The following 
tables summarize other intangible assets by class:  

   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)  Employee-related costs primarily consist of termination benefits provided to 
employees who have been involuntarily terminated and duplicate payroll costs 
during transition periods.  

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

(in millions)  
Employee-  

Related Costs    
Facility Exit  

and Other Costs    Total  

Balance at June 30, 2012  $ 16    $ 2    $ 18  
Additions  7    —   7  
Payments and other adjustments  (6 )   —   (6 ) 

Balance at September 30, 2012  $ 17    $ 2    $ 19  

(in millions)  Pharmaceutical    Medical    Total  

Balance at June 30, 2012  $ 2,876    $ 1,102    $ 3,978  
Goodwill acquired, net of purchase 
price adjustments  21    7    28  
Foreign currency translation 
adjustments and other  (1 )   7    6  
Balance at September 30, 2012  $ 2,896    $ 1,116    $ 4,012  

   September 30, 2012  

(in millions)  
Gross  

Intangible    
Accumulated  
Amortization    

Net  
Intangible  

Indefinite life intangibles:               

Trademarks  $ 17    $ —   $ 17  
Total indefinite life intangibles  17    —   17  

            

Definite life intangibles:               

Customer relationships  506    158    348  
Trademarks and patents  46    38    8  
Non-compete agreements  14    8    6  
Other  96    46    50  

  

Total amortization of intangible assets for the three months ended 
September 30, 2012 and 2011 was $21 million and $19 million , 
respectively. Estimated annual amortization of intangible assets for 
the remainder of fiscal 2013 through 2017 is as follows: $65 million , 
$74 million , $56 million , $48 million and $40 million .  

5. Held-to-Maturity Investments  
We have investments in fixed income corporate debt securities, which 
are classified as held-to-maturity as we have the intent and ability to 
hold these investments until maturity. These investments are held at 
amortized cost, which approximates fair value. The fair value is 
estimated based on either the quoted market prices for the same or 
similar issues or other inputs derived from available market 
information, which represents a Level 2 measurement as described in 
Note 9. We held $48 million and $72 million of these investments at 
September 30, 2012 and June 30, 2012 , respectively, which are 
included within prepaid expenses and other in the condensed 
consolidated balance sheets. The investments that we currently hold 
vary in maturity date, ranging from one to three months , and pay 
interest semi-annually.  

6. Income Taxes  
Fluctuations in our effective tax rate are due to changes within 
international and U.S. state effective tax rates resulting from our 
business mix and the impact of restructuring and employee severance, 
acquisition-related costs, litigation (recoveries)/charges, net, 
impairment charges and other discrete items. The following table 
summarizes our provision for income taxes as a percentage of pretax 
earnings ("effective tax rate"):  

   June 30, 2012  

(in millions)  
Gross  

Intangible    
Accumulated  
Amortization    

Net  
Intangible  

Indefinite life intangibles:               

Trademarks  $ 17    $ —   $ 17  
Total indefinite life intangibles  17    —   17  

            

Definite life intangibles:               

Customer relationships  473    141    332  
Trademarks and patents  45    36    9  
Non-compete agreements  14    8    6  
Other  93    43    50  

Total definite life intangibles  625    228    397  
Total other intangible assets  $ 642    $ 228    $ 414  

   Three Months Ended September 30,  

   2012 (1)    2011 (2)  

Effective tax rate  38.1 %   38.4 % 

(1)  During the three months ended September 30, 2012 , the effective tax rate was 
impacted by net unfavorable discrete items of $4 million , or 1.0 percent . The 
discrete items include unfavorable amounts related to changes in unrecognized tax 
benefits.  

(2)  During the three months ended September 30, 2011 , the effective tax rate was 
impacted by net unfavorable discrete items of $4 million , or 0.9 percent . The 
discrete items include unfavorable amounts related to changes in unrecognized tax 
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Total definite life intangibles  662    250    412  
Total other intangible assets  $ 679    $ 250    $ 429  A tax benefit from an uncertain tax position is recognized when it is 

more likely than not that the position will be sustained upon 
examination, including resolutions of any related appeals or litigation 
processes, based on the technical merits. The amount recognized is 
measured as the largest amount of tax benefit that is greater than 50 
percent likely of being realized upon settlement.  

benefits, partially offset by the favorable impact of settling certain state tax 
matters.  
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Notes to Condensed Consolidated Financial Statements (continued)  

We had $657 million and $654 million of unrecognized tax benefits at 
September 30, 2012 and June 30, 2012 , respectively. The 
September 30, 2012 and June 30, 2012 balances include $340 million 
and $337 million , respectively, of unrecognized tax benefits that, if 
recognized, would have an impact on the effective tax rate. The 
remaining unrecognized tax benefits relate to tax positions for which 
ultimate deductibility is highly certain but for which there is 
uncertainty as to the timing of such deductibility. Recognition of these 
tax benefits would not affect our effective tax rate. We include the full 
amount of unrecognized tax benefits in deferred income taxes and 
other liabilities in the condensed consolidated balance sheets.  

It is reasonably possible that there could be a change in the amount of 
unrecognized tax benefits within the next 12 months due to activities 
of the Internal Revenue Service ("IRS") or other taxing authorities, 
including proposed assessments of additional tax, possible settlement 
of audit issues (primarily IRS audits of fiscal years 2003 through 
2005), or the expiration of applicable statutes of limitations. We 
estimate that the range of the possible change in unrecognized tax 
benefits within the next 12 months is a decrease of approximately 
zero to $265 million , exclusive of penalties and interest.  

We recognize accrued interest and penalties related to unrecognized 
tax benefits in income tax expense. At September 30, 2012 and 
June 30, 2012 , we had $219 million and $209 million , respectively, 
accrued for the payment of interest and penalties. These balances are 
gross amounts before any tax benefits and are included in deferred 
income taxes and other liabilities in the condensed consolidated 
balance sheets.  

We file income tax returns in the U.S. federal jurisdiction, various 
U.S. state jurisdictions and various foreign jurisdictions. With few 
exceptions, we are subject to audit by taxing authorities for fiscal 
years 2003 through the current fiscal year.  

The IRS is currently conducting audits of fiscal years 2003 through 
2010. We have received proposed adjustments from the IRS for fiscal 
years 2003 through 2007 related to our transfer pricing arrangements 
between foreign and domestic subsidiaries and the transfer of 
intellectual property among subsidiaries of an acquired entity prior to 
its acquisition by us. The IRS has proposed additional taxes of $849 
million , excluding penalties and interest. If this tax ultimately must 
be paid, CareFusion is liable under the tax matters agreement entered 
into in connection with the Spin-Off for $592 million of the total 
amount. We disagree with these proposed adjustments, which we are 
contesting, and have accounted for the unrecognized tax benefits 
related to them.  

7. Contingent Liabilities and Litigation  

Legal Proceedings  
We become involved from time-to-time in disputes, litigation and 
regulatory matters incidental to our business, including governmental 
investigations and enforcement actions, personal injury claims, 
employment matters, commercial disputes, intellectual property 
matters, qui tam actions (False Claims Act cases initiated by private 
parties purporting to act on behalf of the government), government 
contract compliance matters, disputes regarding environmental clean-
up costs, litigation in connection with acquisitions and divestitures, 

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

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

We are unable to estimate a range of reasonably possible loss for 
matters described below, since damages or fines have not been 
specified or, in our judgment, are unsupported and the proceedings are 
in early stages with significant uncertainty as to factual issues. We do 
not believe, based on currently available information, that the 
outcomes of these matters will have a material adverse effect on our 
financial condition, though the outcomes could be material to our 
results of operations for a particular period.  

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

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

Lakeland, Florida Distribution Center DEA Investigation and 
Related Matters  
On February 3, 2012, the United States Drug Enforcement 
Administration (the "DEA") issued an order to show cause and 
immediate suspension of our Lakeland, Florida distribution center's 
registration to distribute controlled substances, asserting that we failed 
to maintain required controls against the diversion of controlled 
substances. On May 14, 2012, we entered into a settlement agreement 
with the DEA under which our Lakeland registration will remain 
suspended until May 15, 2014 and the DEA confirmed that it was 
planning no further administrative actions at any of our other facilities 
based on conduct prior to the settlement. The settlement agreement 
did not foreclose the possibility of the U.S. Department of Justice (the 
“DOJ”) seeking civil fines for conduct covered by the settlement 
agreement. In that regard, we are responding to civil subpoenas from 
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 General filed 
complaints against fourteen pharmaceutical wholesale distributors, 
including us, in the Circuit Court of Boone County, West Virginia 
alleging, among other things, that the distributors failed to maintain 
effective controls to guard against diversion of controlled substances 
in West Virginia, failed to report suspicious orders of controlled 
substances in accordance with the West Virginia Uniform Controlled 
Substances Act, were negligent in distributing controlled substances 
to pharmacies that serve individuals who abuse controlled substances, 
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and other matters arising out of the normal conduct of our business. 
We intend to vigorously defend ourselves in such litigation.  

were unjustly enriched by such conduct, violated consumer credit and 
protection laws, created a public nuisance, and  
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Notes to Condensed Consolidated Financial Statements (continued)  

violated state antitrust laws in connection with the distribution of 
controlled substances. In addition to injunctive and other equitable 
relief, the attorney general is seeking monetary damages and the 
creation of a court-supervised fund, to be financed by the defendants 
in these actions, for a medical monitoring program focused on 
prescription drug abuse. Motions have been filed by all defendants to 
remove the cases to the United States District Court for the Southern 
District of West Virginia.  

DOJ Civil Investigative Demand  
In September 2012, we received a civil investigative demand from the 
DOJ under the Federal False Claims Act requiring us to produce 
documents relating to the structure of discounts offered or provided to 
our customers. We are cooperating with the DOJ in this matter.  

Antitrust Litigation Proceeds  
During the three months ended September 30, 2012 , we recognized 
$22 million of income resulting from settlements of class action 
antitrust claims in which we were class members. This amount is 
recognized in litigation (recoveries)/charges, net in the condensed 
consolidated statements of earnings.  

Income Taxes  
See Note 6 in this Form 10-Q and Note 8 to the consolidated financial 
statements in the 2012 Form 10-K for discussion of contingencies 
related to our income taxes.  

8. Financial Instruments  
We utilize derivative financial instruments to manage exposure to 
certain risks related to our ongoing operations. The primary risks 
managed through the use of derivative instruments include interest 
rate risk, currency exchange risk and commodity price risk. We do not 
use derivative instruments for trading or speculative purposes. While 
the majority of our derivative instruments are designated as hedging 
instruments, we also enter into derivative instruments that are 
designed to hedge a risk, but are not designated as hedging 
instruments. These derivative instruments are adjusted to current fair 
value through earnings at the end of each period. Our derivative and 
hedging programs are consistent with those described in the 2012 
Form 10-K.  

In September 2012 and August 2011 , we terminated notional 
amounts of $350 million and $640 million of pay-floating interest rate 
swaps, respectively, and received net settlement proceeds of $43 
million and $34 million , respectively. These swaps were previously 
designated as fair value hedges. There was no immediate impact to 
the condensed consolidated statements of earnings; however, the fair 
value adjustment to debt is being amortized over the life of the 
underlying debt as a reduction to interest expense, net in the 
condensed consolidated statements of earnings.  

9. Fair Value Measurements  
Fair value is defined as the price that would be received upon selling 
an asset or the price paid to transfer a liability on the measurement 
date. It focuses on the exit price in the principal or most advantageous 
market for the asset or liability in an orderly transaction between 
willing market participants. A three-tier fair value hierarchy is 
established as a basis for considering such assumptions and for inputs 
used in the valuation methodologies in measuring fair value. This 

  unobservable inputs. The three levels of inputs used to measure fair 
values are as follows:  

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

Level 1 -  Observable prices in active markets for identical assets and 
liabilities.  

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

Level 3 -  Unobservable inputs that are supported by little or no 
market activity and that are significant to the fair value of 
the assets and liabilities.  

   September 30, 2012  

(in millions)  Level 1    Level 2    Level 3    Total  

Cash Equivalents (1)  $ 1,111    $ —   $ —   $ 1,111  
Forward Contracts (2)  —   13    —   13  
Other Investments (3)  83    —   —   83  

Total  $ 1,194    $ 13    $ —   $ 1,207  

   June 30, 2012  

(in millions)  Level 1    Level 2    Level 3    Total  

Cash Equivalents (1)  $ 997    $ —   $ —   $ 997  
Forward Contracts (2)  —   49    —   49  
Other Investments (3)  78    —   —   78  
Contingent Consideration Obligation (4)  —   —   (4 )   (4 ) 

Total  $ 1,075    $ 49    $ (4 )   $ 1,120  

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

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

(3)  The other investments balance includes investments in mutual funds, which are 
used to offset fluctuations in deferred compensation liabilities. These mutual 
funds primarily invest in the equity securities of companies with large market 
capitalization and high quality fixed income debt securities. The fair value of 
these investments is determined using quoted market prices.  

(4)  The contingent consideration obligation was incurred in connection with the 
acquisition of P4 Healthcare. The former owners of P4 Healthcare had the right to 
receive certain contingent payments based on targeted earnings before interest, 
taxes, depreciation and amortization ("EBITDA"). See Note 2 for additional 
information regarding the contingent consideration obligation related to the P4 
Healthcare acquisition. The fair value of the contingent consideration obligation 
was determined based on a probability-weighted income approach derived from 
EBITDA estimates and probability assessments with respect to the likelihood of 
achieving the various EBITDA targets. The fair value measurement was based on 
significant inputs unobservable in the market and thus represented a Level 3 
measurement. At each reporting date, we revalued the contingent consideration 
obligation to estimated fair value. Changes in the fair value of the contingent 
consideration obligation resulted from changes in the terms of the contingent 
payments, changes in discount periods and rates, changes in the timing and 
amount of EBITDA estimates, and changes in probability assumptions with 
respect to the timing and likelihood of achieving the EBITDA targets. As a result 
of changes in our estimate of performance in future periods, coupled with the 
progress of discussions with the former owners regarding an early termination and 
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hierarchy requires entities to maximize the use of observable inputs 
and minimize the use of  

 

settlement, we recorded a $71 million total decrease in the fair value of the 
contingent consideration obligation primarily during the third and fourth quarters 
of fiscal 2012. We terminated and settled the remaining contingent consideration 
obligation in July 2012 for $4 million .  
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Notes to Condensed Consolidated Financial Statements (continued)  

10. Shareholders' Equity  
During the three months ended September 30, 2012 , we repurchased 
4.9 million Common Shares having an aggregate cost of $200 
million . The average price paid per common share for all Common 
Shares repurchased was $40.63 .  

During the three months ended September 30, 2011 , we repurchased 
6.7 million Common Shares having an aggregate cost of $300 
million . The average price paid per common share for all Common 
Shares repurchased was $44.89 .  

We funded the repurchases with available cash. The Common Shares 
repurchased are held in treasury to be used for general corporate 
purposes.  

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

The following table reconciles the number of Common Shares used to 
compute basic and diluted EPS:  

The potentially dilutive employee stock options that were antidilutive 
for the three months ended September 30, 2012 and 2011 were 13 
million and 10 million , respectively.  

12. Segment Information  
Our operations are principally managed on a products and services 
basis and are comprised of two operating segments, which are the 
same as our reportable segments: Pharmaceutical and Medical. The 
factors for determining the reportable segments include the manner in 
which management evaluates our performance combined with the 
nature of the individual business activities.  

   Three Months Ended September 30,  

(in millions)  2012    2011  

Weighted-average Common Shares–basic  341    345  
Effect of dilutive securities:          
Employee stock options, restricted shares 
and restricted share units  3    4  

Weighted-average Common Shares–
diluted  344    349  

  
The following table includes revenue for each reportable segment and 
reconciling items necessary to agree to amounts reported in the 
condensed consolidated statements of earnings:  

We evaluate segment performance based upon segment profit, among 
other measures. Segment profit is segment revenue, less segment cost 
of products sold, less segment distribution, selling, general and 
administrative ("SG&A") expenses. Segment SG&A expenses 
includes share-based compensation expense as well as allocated 
corporate expenses for shared functions, including corporate 
management, corporate finance, financial shared services, human 
resources, information technology, legal and an integrated hospital 
sales organization. Corporate expenses are allocated to the segments 
based upon headcount, level of benefit provided and ratable 
allocation. Information about interest income and expense and income 
taxes is not provided at the segment level.  

Restructuring and employee severance, acquisition-related costs, 
impairments and loss on disposal of assets, litigation 
(recoveries)/charges, net, certain investment and other spending are 
not allocated to the segments. See Notes 2, 3 and 7, respectively, for 
further discussion of our acquisition-related costs, restructuring and 
employee severance, and litigation (recoveries)/charges, net. 
Investment spending generally includes the first year spend for certain 
projects that require incremental strategic investments in the form of 
additional operating expenses. We encourage our segments to identify 
investment projects that will promote innovation and provide future 
returns. As approval decisions for such projects are dependent upon 
executive management, the expenses for such projects are often 
retained at Corporate. Investment spending within Corporate was zero 
and $7 million for the three months ended September 30, 2012 and 
2011 , respectively.  

The following table includes segment profit by reportable segment 
and reconciling items necessary to agree to amounts reported in the 
condensed consolidated statements of earnings:  

   Three Months Ended September 30,  

(in millions)  2012    2011  

Pharmaceutical  $ 23,498    $ 24,418  
Medical  2,393    2,380  

Total segment revenue  25,891    26,798  
Corporate (1)  (2 )   (6 ) 

Total revenue  $ 25,889    $ 26,792  

(1)  Corporate revenue consists of the elimination of inter-segment revenue. 

   Three Months Ended September 30,  

(in millions)  2012    2011  

Pharmaceutical  $ 400    $ 363  
Medical  74    79  

Total segment profit  474    442  
Corporate  (17 )   (30 ) 

Total operating earnings  $ 457    $ 412  
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Notes to Condensed Consolidated Financial Statements (continued)  

13. Share-Based Compensation  

Share-Based Compensation Plans  
We maintain stock incentive plans (collectively, the “Plans”) for the 
benefit of our officers, directors and certain employees. The following 
table provides total share-based compensation expense by type of 
award:  

The total tax benefit related to share-based compensation was $8 
million and $7 million for the three months ended September 30, 2012 
and 2011 , respectively.  

Stock Options  
Employee stock options granted under the Plans generally vest in 
equal annual installments over three years and are exercisable for 
periods ranging from seven to ten years from the grant date. All 
employee stock options are exercisable at a price equal to the market 
value of the Common Shares underlying the option at the grant date.  

The following table summarizes all stock option transactions under 
the Plans:  

The following table provides additional data related to stock options:  

The fair values of the stock options granted to our officers and certain 
employees were estimated on the grant date using a lattice valuation 
model. We believe the lattice model provides reasonable estimates 
because it has the ability to take into account individual exercise 
patterns based on changes in our stock price and other variables, and 
it provides for a range of input assumptions.  

Restricted Shares and Restricted Share Units  
Restricted shares and restricted share units granted under the Plans 
generally vest in equal installments over three years . The fair value is 

   Three Months Ended September 30,  

(in millions)  2012    2011  

Restricted share and share unit expense  $ 15    $ 13  
Employee stock option expense  7    6  
Performance share unit expense  2    1  

Total  $ 24    $ 20  

(in millions, except per share 
amounts)  

Stock  
Options    

Weighted-Average Exercise  
Price per Common Share  

Outstanding at June 30, 2012  21    $ 37.29  
Granted  3    39.81  
Exercised  (1 )   28.55  
Canceled and forfeited  (1 )   42.95  
Outstanding at September 30, 2012  22    $ 37.65  
Exercisable at September 30, 2012  17    $ 37.42  

(in millions, except contractual lives)  
September 30,  

2012    
June 30,  

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    3  
Weighted-average remaining contractual life of 
exercisable options (in years)  3    2  

  
The following table summarizes all transactions related to restricted 
shares and restricted share units under the Plans:  

Performance Share Units  
Performance share units generally vest over two -year and three -year 
performance periods based on achievement of specific performance 
goals. Based on the extent to which the targets are achieved, vested 
shares may range from zero percent to 200 percent of the target award 
amount. The fair value of performance share units is determined by 
the grant date market price of our Common Shares and the 
compensation expense associated with nonvested performance share 
units is dependent on our periodic assessment of the probability of the 
targets being achieved and our estimate of the number of shares that 
will ultimately be issued. Performance share units accrue cash 
dividend equivalents that are payable upon vesting of the awards.  

The following table summarizes all transactions related to 
performance share units under the Plans (based on target award 
amounts):  

Adjustments to Stock Incentive Plans  
In connection with the Spin-Off, we adjusted share-based 
compensation awards granted under the Plans into awards based on 
our Common Shares and/or CareFusion common stock, as applicable.  

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

14. Subsequent Events  
On November 6, 2012 , we renewed our $950 million committed 
receivables sales facility program through Cardinal Health Funding, 
LLC ("CHF") until November 6, 2014 . CHF was organized for the 
sole purpose of buying receivables and selling undivided interests in 
those receivables to third-party purchasers. Although consolidated in 

(in millions, except per share 
amounts)  Shares    

Weighted-Average Grant Date  
Fair Value per Share  

Nonvested at June 30, 2012  4    $ 35.46  
Granted  2    39.79  
Vested  (2 )   32.94  
Canceled and forfeited  —   — 
Nonvested at September 30, 2012  4    $ 38.58  

(in millions, except per share 
amounts)  Share Units    

Weighted-Average Grant  
Date Fair Value per Share  

Nonvested at June 30, 2012  1    $ 42.60  
Granted (1)  —   — 
Vested  —   — 
Canceled and forfeited  —   — 
Nonvested at September 30, 2012  1    $ 41.36  

(1)  During the three months ended September 30, 2012 , 350 thousand performance 
share units were granted at target at a weighted-average fair value of $39.81 .  

(in millions)  Our Awards    CareFusion Awards  

Held by our employees and former employees  21    4  
Held by CareFusion employees  1       

Outstanding at September 30, 2012  22       
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determined by the grant date market price of our Common Shares. 
Restricted shares and restricted share units accrue dividends or cash 
dividend equivalents that are payable upon vesting of the awards.  

accordance with GAAP, CHF is a separate legal entity from Cardinal 
Health and from our subsidiary that sells the receivables to CHF. CHF 
is designed to be a special purpose, bankruptcy-remote entity whose 
assets are available solely to satisfy the claims of its creditors.  
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Financial Review  

Item 2: Management’s Discussion and Analysis 
of Financial Condition and Results of 
Operations  
The discussion and analysis presented below is concerned with 
material changes in financial condition and results of operations for 
our condensed consolidated balance sheets at September 30, 2012 and 
June 30, 2012 , and for our condensed consolidated statements of 
earnings for the three months ended September 30, 2012 and 2011 . 
This discussion and analysis should be read in conjunction with 
“Management’s Discussion and Analysis of Financial Condition and 
Results of Operations” included in our 2012 Form 10-K.  

Portions of this Form 10-Q (including information incorporated by 
reference) include “forward-looking statements.” The words “expect,”
“anticipate,” “intend,” “plan,” “believe,” “will,” “should,” “could,”
“would,” “project,” “continue,” “likely,” and similar expressions, 
among others, generally identify “forward-looking statements,” which 
speak only as of the date the statements were made. The matters 
discussed in these forward-looking statements are subject to risks, 
uncertainties and other factors that could cause actual results to differ 
materially from those made, projected or implied in the forward-
looking statements. The most significant of these risks, uncertainties 
and other factors are described in Exhibit 99.1 to this Form 10-Q and 
in "Item 1A-Risk Factors" of our 2012 Form 10-K. Except to the 
extent required by applicable law, we undertake no obligation to 
update or revise any forward-looking statements, whether as a result 
of new information, future events, or otherwise.  

Overview  
We are a healthcare services company providing pharmaceutical and 
medical products and services that help pharmacies, hospitals, surgery 
centers, physician offices and other healthcare providers focus on 
patient care while reducing costs, enhancing efficiency and improving 
quality. We report our financial results in two segments: 
Pharmaceutical and Medical.  

Revenue for the three months ended September 30, 2012 was $25.9 
billion , a 3 percent decrease from the prior year, largely due to the 
impact of brand-to-generic pharmaceutical conversions. Gross margin 
increased 7 percent to $1.2 billion and operating earnings increased 
11 percent to $457 million , reflecting strong performance in our 
Pharmaceutical segment generic programs. Also contributing to the 
increase in operating earnings was $22 million of income resulting 
from settlements of class action antitrust claims. Earnings from 
continuing operations were up 15 percent to $272 million due to the 
factors discussed above.  

Our cash and equivalents balance was $2.4 billion at September 30, 
2012 , compared to $2.3 billion at June 30, 2012 . The increase in 
cash and equivalents was primarily attributable to net cash provided 
by operating activities of $568 million , offset by share repurchases of 
$200 million , acquisitions of $100 million and cash dividends of $84 
million . We plan to continue to execute a balanced deployment of 
available capital to position ourselves for sustainable competitive 
advantage and to enhance shareholder value.  

Trends  
Within our Pharmaceutical segment, we expect revenue to decrease in 

  conversions impacted our revenues in the three months ended 
September 30, 2012, while the expiration of the contract with Express 
Scripts, Inc. will impact our revenues beginning in the three months 
ended December 31, 2012.  

Spin-Off of CareFusion  
Effective August 31, 2009, we separated our clinical and medical 
products businesses through a distribution to our shareholders of 81 
percent of the then outstanding common stock of CareFusion 
Corporation ("CareFusion") and retained the remaining shares of 
CareFusion common stock (the "Spin-Off"). During fiscal 2010 and 
2011 , we disposed of the remaining shares of CareFusion common 
stock. While we are a party to a separation agreement and various 
other agreements relating to the separation, including a tax matters 
agreement, we have determined that we have no significant 
continuing involvement in the operations of CareFusion.  

Under the tax matters agreement, CareFusion is obligated to 
indemnify us for certain tax exposures and transaction taxes prior to 
the Spin-Off. The indemnification receivable was $267 million and 
$265 million at September 30, 2012 and June 30, 2012 , respectively, 
and is included in other assets in the condensed consolidated balance 
sheets.  

Results of Operations  
Revenue  

Pharmaceutical Segment  
Revenue for the three months ended September 30, 2012 compared to 
the prior year period was negatively impacted by a decrease in sales to 
existing customers ($1.4 billion), primarily as a result of the impact of 
brand-to-generic pharmaceutical conversions. Brand-to-generic 
pharmaceutical conversions impact our revenues because generic 
pharmaceuticals generally sell at a lower price than the corresponding 
brand product and because some of our customers primarily source 
generic products directly from manufacturers rather than purchasing 
from us. Revenue was positively impacted by revenue from net new 
customers ($352 million). Revenue from non-bulk customers 
increased by 7 percent.  

Medical Segment  
Revenue for the three months ended September 30, 2012 compared to 
the prior year period was positively impacted by acquisitions ($48 
million) and growth in our self-manufactured and private brand 
products ($20 million). This increase was partially offset by the 
impact of one fewer sales day in the current year period ($34 million) 
and lower volumes from existing customers ($22 million) driven in 
part by lower procedural volume.  

Cost of Products Sold  

   Three Months Ended September 30,       

(in millions)  2012    2011    Change  

Pharmaceutical  $ 23,498    $ 24,418    (4 )% 

Medical  2,393    2,380    1  %  

Total segment revenue  25,891    26,798    (3 )% 

Corporate  (2 )   (6 )   N.M.  
Total revenue  $ 25,889    $ 26,792    (3 )% 
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fiscal 2013. The factors contributing to this decrease include reduced 
revenue as a result of brand-to-generic pharmaceutical conversions 
and the expiration on September 30, 2012 of our pharmaceutical 
distribution contract with Express Scripts, Inc. Brand-to-generic 
pharmaceutical  

Consistent with the decrease in revenue, cost of products sold 
decreased $978 million ( 4 percent ) compared to the prior year 
period. See the gross margin discussion below for additional drivers 
impacting cost of products sold.  
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Financial Review (continued)  

Gross Margin  

Pharmaceutical Segment  
Gross margin increased $53 million during the three months ended 
September 30, 2012 .  

Strong performance in our generic pharmaceutical programs increased 
gross margin by an estimated $95 million.  

Pharmaceutical distribution customer pricing changes, including 
rebates (exclusive of the related volume impact), adversely impacted 
gross margin by an estimated $40 million. The adverse impact of 
these customer pricing changes was partially offset by product mix, 
sourcing programs and other sources of margin.  

Lower revenue, primarily as a result of the impact of brand-to-generic 
conversions, decreased gross margin by an estimated $25 million.  

Medical Segment  
Gross margin increased $20 million during the three months ended 
September 30, 2012 .  

Acquisitions positively impacted gross margin by $11 million.  

During the three months ended September 30, 2011, costs associated 
with the Presource ® procedure kit import matter decreased gross 
margin by $10 million.  

SG&A Expenses  

SG&A expenses increased during the three months ended 
September 30, 2012 primarily due to acquisitions ($12 million) and 
business system investments, including depreciation and other costs 
associated with the Medical segment business transformation project.  

Segment Profit and Consolidated Operating Earnings  

Pharmaceutical Segment Profit  
The principal drivers for the increase during the three months ended 
September 30, 2012 were strong performance in our generic 
pharmaceutical programs and increased margin under brand and 
generic manufacturer agreements. These items were partially offset by 
the unfavorable impact of customer pricing changes. See the 
discussion of gross margin above for further information on these 

   Three Months Ended September 30,       

(in millions)  2012    2011    Change  

Gross margin  $ 1,159    $ 1,084    7 % 

   Three Months Ended September 30,       

(in millions)  2012    2011    Change  

SG&A expenses  $ 690    $ 644    7 % 

   Three Months Ended September 30,       

(in millions)  2012    2011    Change  

Pharmaceutical  $ 400    $ 363    10  %  

Medical  74    79    (6 )% 

Total segment profit  474    442    7  %  

Corporate  (17 )   (30 )   N.M.  
Total operating earnings  $ 457    $ 412    11  %  

  segment business transformation project including depreciation, other 
costs, lost sales and a $5 million favorable out-of-period adjustment to 
reflect certain vendor chargeback billings that were delayed during 
the conversion to the new processes. Lower volumes to existing 
customers also contributed to the decrease in segment profit. These 
factors were partially offset by the positive impact of acquisitions and 
the prior-year costs associated with the Presource ® procedure kit 
import matter. See the discussion above for further information on 
these drivers.  

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

Acquisition-Related Costs  
Amortization of acquisition-related intangible assets was $21 million 
and $19 million for the three months ended September 30, 2012 and 
2011 , respectively.  

Litigation (Recoveries)/Charges, Net  
During the three months ended September 30, 2012 , we recognized 
$22 million of income resulting from settlements of class action 
antitrust claims in which we were class members.  

Earnings Before Income Taxes and Discontinued 
Operations  
In addition to the items discussed above, earnings before income taxes 
and discontinued operations were impacted by the following:  

Provision for Income Taxes  
The following table summarizes our provision for income taxes as a 
percentage of pretax earnings ("effective tax rate"):  

   Three Months Ended September 30,  

(in millions)  2012    2011  

Restructuring and employee severance  $ 5    $ 3  
Acquisition-related costs  28    27  
Impairments and loss on disposal of assets  1    1  
Litigation (recoveries)/charges, net  (22 )   (3 ) 

   Three Months Ended September 30,       

(in millions)  2012    2011    Change  

Other (income)/expense, net  $ (8 )   $ 4    N.M.  
Interest expense, net  26    23    11 % 

   Three Months Ended September 30,  

   2012 (1)    2011 (2)  

Effective tax rate  38.1 %   38.4 % 

(1)  During the three months ended September 30, 2012 , the effective tax rate was 
impacted by net unfavorable discrete items of $4 million , or 1.0 percent . The 
discrete items include unfavorable amounts related to changes in unrecognized tax 
benefits.  

(2)  During the three months ended September 30, 2011 , the effective tax rate was 
impacted by net unfavorable discrete items of $4 million , or 0.9 percent . The 
discrete items include unfavorable amounts related to changes in unrecognized tax 
benefits, partially offset by the favorable impact of settling certain state tax 
matters.  
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drivers.  

Medical Segment Profit  
The decrease during the three months ended September 30, 2012 was 
partially driven by the net negative impact ($10 million) of the 
Medical  

Ongoing Audits  
The IRS is currently conducting audits of fiscal years 2003 through 
2010. We have received proposed adjustments from the IRS for fiscal 
years 2003 through 2007 related to our transfer pricing arrangements 
between foreign and domestic subsidiaries and the transfer of 
intellectual property among subsidiaries of an acquired entity prior to 
its acquisition by us. The IRS has proposed additional taxes of $849 
million , excluding penalties  
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Financial Review (continued)  

and interest. If this tax ultimately must be paid, CareFusion is liable 
under the tax matters agreement entered into in connection with the 
Spin-Off for $592 million of the total amount. We disagree with these 
proposed adjustments, which we are contesting, and have accounted 
for the unrecognized tax benefits related to them.  

Liquidity and Capital Resources  
We currently believe that, based upon available capital resources 
(cash on hand), projected operating cash flow and access to 
committed credit facilities, we have adequate capital resources to fund 
working capital needs; currently anticipated capital expenditures, 
business growth and expansion; contractual obligations; payments for 
tax settlements; and current and projected debt service requirements, 
dividends and share repurchases.  

Cash and Equivalents  
Our cash and equivalents balance was $2.4 billion at September 30, 
2012 , compared to $2.3 billion at June 30, 2012 . At September 30, 
2012 , our cash and cash equivalents were held in cash depository 
accounts with major banks or invested in high quality, short-term 
liquid investments. The increase in cash and equivalents during the 
three months ended September 30, 2012 was primarily attributable to 
net cash provided by operating activities of $568 million . During the 
three months ended September 30, 2012 , we deployed $200 million 
of cash on share repurchases, $100 million on acquisitions and $84 
million on dividends.  

We use days sales outstanding (“DSO”), days inventory on hand 
(“DIOH”) and days payable outstanding (“DPO”) to evaluate our 
working capital performance. DSO is calculated as trade receivables, 
net divided by (quarterly revenue divided by 90 days). DIOH is 
calculated as inventories divided by ((quarterly cost of products sold 
plus chargeback billings) divided by 90 days). DPO is calculated as 
accounts payable divided by ((quarterly cost of products sold plus 
chargeback billings) divided by 90 days). Chargeback billings are the 
difference between a product’s wholesale acquisition cost and the 
contract price established between the vendors and the end customer. 
Beginning in the first quarter of fiscal 2013, we changed our method 
of calculating DSO in order to align it with the 90-day convention that 
we use in the calculation of DIOH and DPO. Prior to this change, we 
calculated DSO by dividing trade receivables, net by (monthly 
revenue divided by 30 days). In connection with this change, we have 
revised prior-year information to conform to the new method of 
calculating DSO.  

Changes in working capital can vary significantly depending on 
factors such as the timing of inventory purchases, customer payments 
of accounts receivable and payments to vendors in the regular course 
of business.  

DSO increased as a result of the Medical segment's business 
transformation project implementation, which led to an increase in 
trade receivables at September 30, 2012. DIOH increased as a result 

   Three Months Ended September 30,  

   2012    2011  

Days sales outstanding  22.4    20.9  

Days inventory on hand  25.4    23.0  

Days payable outstanding  38.3    36.1  

  
The cash and equivalents balance at September 30, 2012 included 
$325 million of cash held by subsidiaries outside of the United States. 
Although the vast majority of this cash is available for repatriation, 
permanently bringing the money into the United States could trigger 
U.S. federal, state and local income tax obligations. As a U.S. parent 
company, we may temporarily access cash held by our foreign 
subsidiaries without becoming subject to U.S. federal income tax 
through intercompany loans.  

Credit Facilities and Commercial Paper  
Our sources of liquidity include a $1.5 billion revolving credit facility 
and a $950 million committed receivables sales facility program. At 
times, availability under our committed receivables sales facility 
program may be less than $950 million based on receivables 
concentration limits and our outstanding eligible receivables balance. 
We also have a commercial paper program of up to $1.5 billion, 
backed by the revolving credit facility.  

We had no outstanding borrowings from the commercial paper 
program and no outstanding balance under the committed receivables 
sales facility program at September 30, 2012 . We also had no 
outstanding balance under the revolving credit facility at  
September 30, 2012 , except for $43 million of standby letters of 
credit. Our revolving credit and committed receivables sales facility 
programs require us to maintain a consolidated interest coverage ratio, 
as of any fiscal quarter end, of at least 4-to-1 and a consolidated 
leverage ratio of no more than 3.25-to-1. As of September 30, 2012 , 
we were in compliance with these financial covenants.  

As further discussed in "Item 5-Other Information" below, on 
November 6, 2012 , we renewed our $950 million committed 
receivables sales facility program through November 6, 2014 .  

Capital Expenditures  
Capital expenditures during the three months ended September 30, 
2012 and 2011 were $26 million and $45 million , respectively, which 
were primarily related to information technology projects.  

Dividends  
On August 8, 2012, our Board of Directors approved the quarterly 
dividend of $0.2375, or $0.95 per share on an annualized basis, which 
was paid on October 15, 2012 to shareholders of record on October 1, 
2012.  

On October 30, 2012, we announced our 113th consecutive regular 
quarterly dividend, and increased the dividend by 16 percent to 
$0.275 per share, or $1.10 per share on an annualized basis. The 
dividend is payable on January 15, 2013 to shareholders of record on 
January 2, 2013.  

Share Repurchases  
During the three months ended September 30, 2012 , we repurchased 
$200 million of our Common Shares. We have $650 million 
remaining under our current repurchase authorization which expires 
August 31, 2015.  

Contractual Obligations  
There have been no material changes, outside of the ordinary course 
of business, in our outstanding contractual obligations since the end of 
fiscal 2012 and through September 30, 2012 .  

Recent Financial Accounting Standards  
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of a greater mix of non-bulk sales and higher generic inventory driven 
by brand-to-generic conversions. The increase in DPO was a result of 
brand-to-generic pharmaceutical conversions.  

See Note 1 of the “Notes to Condensed Consolidated Financial 
Statements” for a discussion of recent financial accounting standards.  



 
 

 
 
 

15  

Table of Contents     Cardinal Health, Inc. and Subsidiaries 

      

Item 3: Quantitative and Qualitative 
Disclosures About Market Risk  
We believe there have been no material changes in the quantitative 
and qualitative market risks since the 2012 Form 10-K.  

Item 4: Controls and Procedures  

Evaluation of Disclosure Controls and Procedures  
We evaluated, with the participation of our principal executive officer 
and principal financial officer, the effectiveness of our disclosure 
controls and procedures (as defined in Rule 13a-15(e) under the 
Securities Exchange Act of 1934) as of September 30, 2012 . Based 
on this evaluation, our principal executive officer and principal 
financial officer have concluded that our disclosure controls and 
procedures were effective as of September 30, 2012 , to provide 
reasonable assurance that information required to be disclosed in our 
reports under the Securities Exchange Act of 1934 is recorded, 
processed, summarized and reported within the time periods specified 
in the SEC rules and forms and that such information is accumulated 
and communicated to management to allow timely decisions 
regarding required disclosure.  

  Changes in Internal Control Over Financial 
Reporting  
There were no changes in our internal control over financial reporting 
during the quarter ended September 30, 2012 that have materially 
affected, or are reasonably likely to materially affect, our internal 
control over financial reporting.  

In fiscal 2012, the Medical segment implemented a business 
transformation project, including a new information system for certain 
supply chain and financial processes, which constituted a material 
change to our internal control over financial reporting. To support our 
internal control over financial reporting during the implementation 
and initial operation of the new system we established additional 
temporary compensating controls that were largely eliminated during 
the three months ended September 30, 2012. Although 
implementation of the new system is substantially complete, the 
Medical segment plans to continue to refine some processes. 
However, we do not expect any of these refinements to materially 
affect our internal control over financial reporting.  
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Part II. Other Information  

Item 1: Legal Proceedings  
In addition to the proceedings described below, the legal proceedings 
described in Note 7 of the "Notes to Condensed Consolidated 
Financial Statements" are incorporated in this "Item 1-Legal 
Proceedings" by reference.  

In May and June 2012, Herman Kleid and Henry Stanley, Jr., each 
purported shareholders, filed derivative actions on behalf of Cardinal 
Health, Inc. in the United States District Court for the Southern 
District of Ohio against the current and certain former members of our 
Board of Directors. A similar action was filed by Daniel Himmel, a 
purported shareholder, in the Common Pleas Court of Delaware 
County, Ohio and included certain of our officers as defendants. The 
complaints allege that the defendants breached their fiduciary duties 
in connection with the DEA's recent suspension of our Lakeland, 
Florida distribution center's registration to distribute controlled 
substances, and the suspension and reinstatement of such registrations 
at three of our facilities in 2007 and 2008. The Himmel action also 
makes claims based on corporate waste and unjust enrichment. The 
complaints seek, among other things, unspecified money damages 
against the defendants and an award of attorney's fees. In July and 
August 2012, the defendants filed motions to dismiss all three 
complaints. In October 2012, Herman Kleid voluntarily dismissed his 
complaint without prejudice and the court dismissed the Stanley 
action with prejudice. Separately, in September 2012, a purported 
shareholder made demand on our Board of Directors to take action 
against the current and certain former members of our Board of 
Directors to recover damages based on allegations similar to those set 
forth in the derivative actions above.  

Item 1A: Risk Factors  
You should carefully consider the information in this Form 10-Q and 
the risk factors discussed in "Item 1A-Risk Factors" and other risks 
discussed in our 2012 Form 10-K and our filings with the SEC since 
June 30, 2012. These risks could materially and adversely affect our 
results of operations, financial condition, liquidity and cash flows. 
Our business also could be affected by risks that we are not presently 
aware of or that we currently consider immaterial to our operations.  

Item 2: Unregistered Sales of Equity Securities 
and Use of Proceeds  
The following table provides information about purchases we made of 
our Common Shares during the three months ended September 30, 
2012 :  

Issuer Purchases of Equity Securities  

                

Period  

Total 
Number  
of Shares  

Purchased (1)   

Average 
Price 

Paid per 
Share    

Total 
Number of 

Shares  
Purchased  
as Part of 
Publicly 

Announced 
Program (2)

(3)    

Approximate Dollar  
Value of Shares  
That May Yet be  

Purchased  
Under the  

Program (2)(3) (in 
millions)  

July 1 – 31, 2012  2,352,575    $ 42.53    2,350,559    $ 200  
August 1 – 31, 
2012  1,258,805    39.74    1,257,529    700  

  our Deferred Compensation Plan. Also includes 1,806 , 1,049 and 142,964 

restricted shares surrendered in July, August and September 2012, respectively, 

by employees upon vesting to meet tax withholding.  

Item 5: Other Information  
Amendments to Committed Receivables Sales Facility Program 
Agreements  
On November 6, 2012, Cardinal Health Funding, LLC (“CHF”), a 
receivables financing subsidiary of Griffin Capital, LLC (“Griffin 
Capital”), a receivables financing subsidiary of Cardinal Health, Inc., 
Wells Fargo Bank, N.A. (“WF”), Liberty Street Funding LLC 
(“Liberty Street”), The Bank of Nova Scotia (“BNS”), Windmill 
Funding Corporation (“Windmill”), The Royal Bank of Scotland PLC 
(“RBS”), Atlantic Asset Securitization LLC (“Atlantic”), Credit 
Agricole Corporate and Investment Bank New York Branch (“Credit 
Agricole”), Market Street Funding LLC (“Market Street”), PNC 
Bank, National Association (“PNC”), Victory Receivables 
Corporation (“Victory”), and The Bank of Tokyo-Mitsubishi UFJ, 
Ltd., New York Branch (“BTMUNY”) entered into a Seventh 
Amendment and Joinder to the Third Amended and Restated 
Receivables Purchase Agreement (the “Amendment”). The Third 
Amended and Restated Receivables Purchase Agreement (as 
amended, the “Receivables Purchase Agreement”) was entered into 
on November 19, 2007 among CHF, Griffin Capital, Variable 
Funding Capital Company, LLC, Victory, Windmill, Wachovia Bank, 
National Association, BTMUNY, as managing agent, ABN AMRO 
Bank N.V., individually and as managing agent, and Wachovia 
Capital Markets, LLC, as agent. Certain of the parties to the 
Receivables Purchase Agreement have changed since its execution. 
The principal purpose of the Amendment is to renew our $950 million 
committed receivables sales facility program until November 6, 2014, 
to remove Windmill, RBS, Atlantic and Credit Agricole as 
participants in the program and to add Market Street and PNC as 
participants. The Amendment will be filed with our quarterly report 
on Form 10-Q for the period ended December 31, 2012.  

In connection with the renewal of our $950 million committed 
receivables sales facility program, Cardinal Health, Inc. and CHF 
entered into a Fourth Amended and Restated Performance Guaranty 
(the “Fourth A&R Performance Guaranty”). The Fourth A&R 
Performance Guaranty updates certain definitions and other 
provisions contained in the Third Amended and Restated Performance 
Guaranty, dated March 25, 2010, between Cardinal Health, Inc. and 
CHF for consistency with our $1.5 billion revolving credit facility. 
The Fourth A&R Performance Guaranty will be filed with our 
quarterly report on Form 10-Q for the period ended December 31, 
2012.  

From time to time, the financial institutions that are parties to the 

(2)  On November 3, 2010, our Board of Directors approved a $750 million share 
repurchase program, which was to expire on November 30, 2013. In July 2012, 
we repurchased 2.3 million Common Shares having an aggregate cost of $100 
million under this plan.  

(3)  On August 8, 2012, our Board of Directors approved a new $750 million share 
repurchase program, which expires on August 31, 2015, and canceled the share 
repurchase program which was to expire on November 30, 2013. In August 2012 
and September 2012, we repurchased 2.6 million Common Shares having an 
aggregate cost of $100 million ($50 million in each of August 2012 and 
September 2012) under this plan.  
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September 1 – 30, 
2012  1,457,339    38.10    1,312,725    650  

Total  5,068,719    $ 40.56    4,920,813    $ 650  

(1)  Includes 210 , 227 and 1,650 Common Shares purchased in July, August and 
September 2012, respectively, through a rabbi trust as investments of participants 
in  

Receivables Purchase Agreement or their affiliates have performed, 
and may in the future perform, various commercial banking, 
investment banking and other financial advisory services for us. We 
pay these financial institutions customary fees and expenses for these 
services. In particular, BNS, WF, BTMUNY and PNC or their 
affiliates currently act as members of the lending syndicate under our 
$1.5 billion revolving credit facility.  



 
 

Item 6: Exhibits  

Cardinal Health Website  
We use our website as a channel of distribution for material information about us. Important information, including news releases, earnings and 
analyst presentations and financial information is routinely posted and accessible on the Investors page at www.cardinalhealth.com. In addition, 
our website allows investors and other interested persons to sign up to automatically receive email alerts when we post news releases, SEC 
filings and certain other information on our website.  
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Exhibit  
Number  Exhibit Description  

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

3.2  
Cardinal Health, Inc. Restated Code of Regulations, as amended (incorporated by reference to Exhibit 3.2 to Cardinal Health’s Current Report on Form 8-K filed on 
August 10, 2012, File No. 1-11373)  

10.1  Form of Nonqualified Stock Option Agreement under the Cardinal Health, Inc. 2011 Long-Term Incentive Plan (grants made to executive officers in August 2012 and 
thereafter) (incorporated by reference to Exhibit 10.1.3 to Cardinal Health’s Annual Report on Form 10-K for the fiscal year ended June 30, 2012, File No. 1-11373)  

10.2  
Employment Agreement, dated September 4, 2012, between Cardinal Health, Inc. and George S. Barrett (incorporated by reference to Exhibit 10.1 to Cardinal Health’s 
Current Report on Form 8-K filed on September 6, 2012, File No. 1-11373)  

12.1  Computation of Ratio of Earnings to Fixed Charges  

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

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

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

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

99.1  Statement Regarding Forward-Looking Information  

101.INS  XBRL Instance Document  

101.SCH  XBRL Taxonomy Extension Schema Document  

101.CAL  XBRL Taxonomy Extension Calculation Linkbase Document  

101.DEF  XBRL Taxonomy Definition Linkbase Document  

101.LAB  XBRL Taxonomy Extension Label Linkbase Document  

101.PRE  XBRL Taxonomy Extension Presentation Linkbase Document  



 

Signatures  
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the 
undersigned, thereunto duly authorized.  
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Date:  November 9, 2012  /s/    GEORGE S. BARRETT  

      George S. Barrett  
      Chairman and Chief Executive Officer  
      

      /s/    JEFFREY W. HENDERSON  

      Jeffrey W. Henderson  
      Chief Financial Officer  



 
 

 
Computation of Ratio of Earnings To Fixed Charges  

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

 
 

 

      Exhibit 12.1 

Cardinal Health, Inc. and Subsidiaries  

   Fiscal Year Ended June 30,     For the Three 
Months Ended 

September 30, 2012  (in millions, except for ratios)    2008    2009    2010    2011    2012    

Earnings before income taxes and discontinued operations 
 $ 1,295.1    $ 1,159.8    $ 1,211.6    $ 1,518.3    $ 1,698.1    $ 439.2  

Plus fixed charges:                              
Interest expense  143.4    118.4    125.5    95.2    92.3    25.3  
Capitalized interest  13.5    5.1    2.9    5.7    6.0    0.6  
Amortization of debt offering costs  3.5    3.8    9.9    1.8    2.8    0.8  
Interest portion of rent expense  12.2    11.1    6.0    7.1    7.8    1.9  

Fixed charges  172.6    138.4    144.3    109.8    108.9    28.6  
Plus: amortization of capitalized interest  1.5    2.5    6.5    5.3    3.2    0.8  
Less: capitalized interest  (13.5 )    (5.1 )    (2.9 )    (5.7 )    (6.0 )    (0.6 )  

Earnings  $ 1,455.7    $ 1,295.6    $ 1,359.5    $ 1,627.7    $ 1,804.2    $ 468.0  
                               
Ratio of earnings to fixed charges (1)  8.4    9.4    9.4    14.8    16.6    16.4  
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I, George S. Barrett, certify that:  
 

 

 

 

 

 

 

 

 

 

 

Dated: November 9, 2012  
   

 
 

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

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary 
to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the 
period covered by this report;  

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this 
report;  

4.  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act 
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:  

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

b.  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;  

c.  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions 
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on 
such evaluation; and  

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

5.  The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the 
equivalent functions):  

a.  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting 
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial 
information; and  

b.  Any fraud, whether or not material, that involves management or other employees who have a significant role in the 
registrant’s internal control over financial reporting.  

/s/ G EORGE  S. B ARRETT  

George S. Barrett  

Chairman and Chief Executive Officer  
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I, Jeffrey W. Henderson, certify that:  
 

 

 

 

 

 

 

 

 

 

 

Dated: November 9, 2012  
   

 
 

 

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

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary 
to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the 
period covered by this report;  

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this 
report;  

4.  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act 
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:  

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

b.  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;  

c.  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions 
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on 
such evaluation; and  

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

5.  The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the 
equivalent functions):  

a.  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting 
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial 
information; and  

b.  Any fraud, whether or not material, that involves management or other employees who have a significant role in the 
registrant’s internal control over financial reporting.  

/s/ J EFFREY  W. H ENDERSON  

Jeffrey W. Henderson  

Chief Financial Officer  
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Certification by the Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted  
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002  

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

Dated: November 9, 2012  
   

 
 

(1)  the Quarterly Report on Form 10-Q for the quarter ended September 30, 2012 containing the financial statements of the Company 
(the “Periodic Report”), which this statement accompanies, fully complies with the requirements of Section 13(a) or 15(d) of the 
Securities Exchange Act of 1934 (15 U.S.C. 78m or 78o(d)); and  

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

   /s/ G EORGE  S. B ARRETT  

   George S. Barrett  

   Chairman and Chief Executive Officer  
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Certification by the Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted  
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002  

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

Dated: November 9, 2012  
   

 
 

(1)  the Quarterly Report on Form 10-Q for the quarter ended September 30, 2012 containing the financial statements of the Company 
(the “Periodic Report”), which this statement accompanies, fully complies with the requirements of Section 13(a) or 15(d) of the 
Securities Exchange Act of 1934 (15 U.S.C. 78m or 78o(d)); and  

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

   /s/ J EFFREY  W. H ENDERSON  

   Jeffrey W. Henderson  

   Chief Financial Officer  
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Statement Regarding Forward-Looking Information  
As used in this exhibit, “Cardinal Health,” the “Company,” “we,” “our,” “us” and similar pronouns refer to Cardinal Health, Inc. and its 
subsidiaries, unless the context requires otherwise. Our filings with the Securities and Exchange Commission, including our Annual Report on 
Form 10-K for the fiscal year ended June 30, 2012 (the “2012 Form 10-K”), any quarterly report on Form 10-Q or any of our current reports on 
Form 8-K (along with any exhibits and amendments to such reports), as well as our Annual Report to Shareholders, our press releases, or any 
other written or oral statements made by or on behalf of us, may include directly or by incorporation by reference forward-looking statements 
which reflect our current view (as of the date the forward-looking statement is first made) with respect to future events, prospects, projections 
or financial performance. The matters discussed in these forward-looking statements are subject to certain risks and uncertainties that could 
cause actual results to differ materially from those projected, anticipated or implied in or by such statements. These risks and uncertainties 
include:  

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

•  increasing consolidation in the healthcare industry, which could give the resulting enterprises greater bargaining power and may increase 
pressure on prices for our products and services;  

•  uncertainties due to government healthcare reform, including the impact of the 2.3 percent tax to be paid by medical device manufacturers 
like us on the sale price of products;  

•  changes to the prescription drug reimbursement formula and related reporting requirements for generic pharmaceuticals under Medicaid; 

•  the loss of, material reduction in purchases by, or default by key customers, including CVS Caremark Corporation and Walgreens Co., 
whose contracts with the Company are currently scheduled to expire in June 2013 and August 2013, respectively;  

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

•  compliance with the settlement agreement that we entered into in connection with the DEA's suspension of our Lakeland, Florida 
distribution center's registration to distribute controlled substances and the possibility of civil fines against us by the U.S. Department of 
Justice for conduct covered by the settlement agreement;  

•  the loss of, or default by, one or more key suppliers for which alternative suppliers may not be readily available; 

•  unfavorable changes to the terms of key customer or supplier relationships, or changes in customer mix; 

•  changes in manufacturers' pricing, selling, inventory, distribution or supply policies or practices; 

•  changes in hospital buying groups or hospital buying practices; 

•  changes in the frequency or magnitude of brand pharmaceutical price appreciation or generic pharmaceutical price deflation, restrictions in 
the amount of inventory available to us, or changes in the timing or frequency of generic launches or the introduction of brand 
pharmaceuticals;  

•  uncertainties relating to market conditions for pharmaceuticals; 

•  uncertainties relating to demand for our products and services; 

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

•  the costs, difficulties and uncertainties related to the integration of acquired businesses, including liabilities related to the operations or 
activities of such businesses prior to their acquisition;  

•  uncertainties relating to our ability to achieve the expected benefits from the acquisition of Healthcare Solutions Holding, LLC (P4 
Healthcare) and to grow our specialty pharmaceutical services and distribution business;  

•  uncertainties relating to our ability to achieve the expected benefits from the acquisition of Cardinal Health China, including the expected 
accretion in earnings and growth of the pharmaceutical market in China;  

•  risks arising from possible violations of the Foreign Corrupt Practices Act; 

•  risks arising from possible violations of healthcare fraud and abuse laws, including the current Department of Justice investigation 
regarding the structure of discounts offered or provided to our customers;  
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•  our ability to introduce and market new products and our ability to keep pace with advances in technology; 

•  uncertainties relating to the effectiveness of our Medical segment's business transformation project; 

•  changes in laws or in the interpretation or application of laws or regulations, as well as possible failures to comply with applicable laws or 
regulations as a result of possible misinterpretations or misapplications;  

•  the continued financial viability and success of our customers, suppliers and franchisees; 



 
 

 

The words “expect,” “anticipate,” “intend,” “plan,” “believe,” “will,” “should,” “could,” “would,” “pr oject,” “continue,” “likely,” and similar 
expressions generally identify “forward-looking statements,” which speak only as of the date the statements were made, and also include 
statements reflecting future results or guidance, statements of outlook and expense accruals. We undertake no obligation to update or revise any 
forward-looking statements, except to the extent required by applicable law.  
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•  costs or claims resulting from potential errors or defects in our manufacturing, compounding, repackaging, information systems or 
pharmacy management services that may injure persons or damage property or operations, including costs from remediation efforts or 
recalls;  

•  the results, costs, effects or timing of any commercial disputes, government contract compliance matters, patent infringement claims, or 
other legal proceedings;  

•  the costs, effects, timing or success of restructuring programs or plans; 

•  increased costs for commodities used in the Medical segment including various components, compounds, raw materials or energy such as 
oil-based resins, cotton, latex and other commodities;  

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

•  the risks of counterfeit products in the supply chain; 

•  risks associated with global operations, including the effect of local economic environments, inflation, recession, currency volatility and 
global competition, in addition to risks associated with compliance with U.S and international laws relating to global operations;  

•  difficulties or delays in the development, production, manufacturing, sourcing and marketing of new or existing products and services, 
including difficulties or delays associated with obtaining requisite regulatory consents or approvals associated with those activities;  

•  disruption or damage to or failure of our information or controls systems or a data security breach; 

•  disruptions to the proper functioning of our critical facilities, including our national logistics center; 

•  uncertainties relating to general political, business, industry, regulatory and market conditions; 

•  adverse changes in U.S. or foreign tax laws, unfavorable challenges to our tax positions and payments to settle these challenges; 

•  risks associated with the spin-off of CareFusion Corporation, including risks of non-performance under the tax matters agreement and risks 
relating to adverse tax consequences to us and our shareholders; and  

•  other factors described in “Item 1A-Risk Factors” of the 2012 Form 10-K. 


