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here’s power in the moment between
what has passed and what is to come.
Now is what matters—because it's
where we impact care. Now is efficient.
Now is cost-effective. Now puts the
right tools in the right hands at the
right time. Every time.,
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Dear Shareholders of Cardinal Health:

We are in a period of great transition for the U.S. healthcare system. During this past fiscal year, the national debate on healthcare
reform resulted in the passage of the Patient Protection and Affordable Care Act. With 1,083 pages of legislation in the final bill to
interpret and implement, this legislation marks the beginning of the reform process, not the end.

We applaud the effort to provide security and stability to those who currently have health insurance and coverage to those who
don’t. But we also know that we need a system that is much more integrated and easier to navigate. And that ultimately the issue
of cost-effectiveness will be central to having a healthcare system that is inclusive and affordable.

We started fiscal 2010 with the understanding that we needed to position ourselves in anticipation of these changes, while at the
same time strengthening our core business. | feel good about how far we have come. We have made significant progress this past
year, and our customers are telling us that we are on the right path.

The customers we serve—from retail pharmacies and hospitals to physician offices and laboratories—are all looking for new ways
to deliver care and to compete, both in the context of this new legislation and in an environment that will evolve in directions that
are not necessarily clear today. The work we do across the continuum of care to make the system more cost-effective is especially
relevant now. At Cardinal Health, we are focused on the “business behind healthcare” so our customers can focus on their patients.

Fiscal 2010: Changing in a time of change

Fiscal 2010 was a year of transformation. With the spinoff of
CareFusion complete, we began this journey with a commitment
to reinvigorate our performance, our strategic positioning and

Over the past year, the Pharmaceutical segment made great
strides. We worked hard to strengthen our partnerships with
major customers, renewing agreements with many of our largest.

our internal culture. And while the journey continues in fiscal
2011, the extent and rate of our progress on these dimensions
was better than we anticipated.

Our refocus on programs that address the needs of independent
retail pharmacies allowed us to double our growth rate with them,
compared to the previous year. We changed our generic sourcing

and selling models, creating new value for customers and for our
generic partners. At the same time, we worked closely with our
branded supplier partners, a number of whom have been working
their way through the integration of major mergers. We continue to
devote considerable energy to strengthening these relationships and

Revenue for the company increased 3 percent to $98.5 billion,
with operating earnings up 1 percent to $1.3 billion. Diluted
earnings per share (EPS) from continuing operations were $1.62 or
$2.22 on a non-GAAP basis*. While our non-GAAP EPS was down
slightly versus fiscal 2009, we performed considerably better

creating value for our branded partners as their needs evolve in this
than we expected coming into the year, given the significant

rapidly changing environment.
strategic investments we made in our businesses. In addition,

our organization did an outstanding job managing our working
capital, and we generated $2.1 billion in cash from operations
for the full year.

In addition to reinvigorating our Pharmaceutical segment strategy
and performance trajectory, we also tackled the composition of
our portfolio of businesses. We enhanced our Medicine Shoppe
International network by offering franchisees an option to switch to
an alternative model that offers a more flexible, fee-based structure
versus the previous royalty-based model. And we decided to divest
two units that were no longer a strategic fit for the segment. Finally,
we made important moves to position the company for continued
growth in specialty pharmaceuticals with the acquisition in early
fiscal 2011 of Healthcare Solutions Holding.

Our Pharmaceutical segment revenue increased 2 percent to
$89.8 billion, with segment profit down 3 percent to $1 billion.
The performance from this segment reflects the progress we
are making on key strategic priorities, and | am particularly
pleased with how this segment was able to largely offset some
difficult headwinds created by the year-over-year comparison
in generic launches and the severe supply shortages impacting
nuclear pharmacy.

*See page 23 for a reconciliation of the differences between the non-GAAP financial 4
measures and the most directly comparable GAAP financial measures.



Our Medical segment had a very solid year, with revenue up
7 percent to $8.8 billion and segment profit up 11 percent to

$428 million. During fiscal 2010, we also developed our segment
strategy around channel and category management, which we
believe will better align with our customers’ needs and enhance
our ability to apply our core capabilities to help customers be more
cost-effective. All of this was achieved even as we continued to
make investments to further improve our customers’ experience,
enhance our technology platform and processes, and position the
business for sustainable growth.

In fiscal 2010, our hospital supply business grew, and our margin
rates stabilized. We are well positioned in this space with a strong
footprint across all customer channels. And we completely rebuilt
our sourcing model for medical products, expanding our global
sourcing capabilities and leadership in this space.

As we see the delivery of healthcare moving to smaller and more
disease-specific units of care, we are investing in our ambulatory
business to grow our footprint through an expanded sales
organization and an enhanced ordering system that supports
the unique needs of these customers. Our clinical lab business
continues to be an important part of this segment and delivered
top- and bottom-line growth, helped in part by the irregular flu
season in the first half of the fiscal year.

Additionaily, over the past couple of years, we have been working
hard to improve the performance in our Presource® surgical
kitting business. Through a combination of Lean Six Sigma and
operational excellence initiatives, and our expanded presence

in surgery centers, we returned the unit to positive growth and
successfully reset its trajectory. And our medical distribution
business in Canada had an exceptional year, with double-digit
revenue and profit growth in fiscal 2010.

| am particularly proud of how the company managed its capital
in an extraordinary economic environment. During this past year,
we returned more than $500 million to our shareholders through
dividends and share repurchases, and we invested in the areas of
our business that are critical to support our customers and drive
future growth. We enter fiscal 2011 with a very strong balance
sheet, which provides significant financial flexibility.

We have also made progress in several non-financial, yet
important, aspects of our company. For instance, our focus on
talent management, leadership development and core capabilities
training is helping to reinvigorate the culture and enhance the
connection between our employees and the positive impact they
can make on our health system. Customers are telling us that the
efforts we are making to strengthen our partnerships reinforce
the value we bring to their businesses. This shift of our “center

of gravity” more decisively out to the customer is reflected in our
loyalty survey scores.

And now more than ever, Cardinal Health is a critical partner in the
communities in which we operate. In fiscal 2010, Cardinal Health
donated nearly $20 million in cash and products to improve

the delivery of heaithcare and make our communities a better
place to live and work. We are also in the third year of our E* grant
program—which is the first and largest private fund of its kind—
that has helped more than 100 hospitals implement measurable,
evidence-based practices to improve safety and efficiency.

We believe that giving back to the community is a fundamental
responsibility for our company, and we have made charitable
giving and employee volunteerism key underpinnings of our
culture and values.

None of what we accomplished in fiscal 2010 would have been
possible without the tremendous commitment of our employees.
| continue to be impressed by their passion for our industry

and their tireless efforts to help our customers improve their
businesses and make the system more cost-effective.



Continuing the momentum

| am very pleased with the rate of progress we made in fiscal
2010, and we look forward to continuing this momentum in fiscal
2011. As we further strengthen the core of our company, we will
continue to look for opportunities to expand into adjacent areas
when prudent.

As | mentioned, we recently completed a very important
acquisition in the Pharmaceutical segment of Healthcare Solutions
Holding. Known in the industry as P4 Healthcare, this business
offers a meaningful and differentiated set of services in the fast-
growing specialty pharmaceutical area—an adjacency to our
core pharmaceutical distribution services—where we have been
underrepresented in the past. The commercial activities within

P4 Healthcare serve key participants across the chain of specialty
care, including physicians, pharmaceutical companies and payors,
by providing essential tools, services and data to help improve
patient outcomes and increase efficiency in the delivery of
healthcare. While this acquisition will have only a modest impact
on fiscal 2011, it positions us well to participate in the growth of
the specialty category in future years.

" We are also planning for the future of molecular imaging and
investing in our nuclear pharmacy business to better support this
growing field. We are expanding our manufacturing capabilities
in positron emission tomography (PET) and strategically locating
our PET facilities near our leading network of nuclear pharmacies
to better serve the needs of diagnostic tests that use the PET
modality. As part of this strategy, we have partnered with
several leading research universities and the American College
of Radiology Imaging Network to support clinical trials to help
combat some of the most common and complex disease states
including cancer, heart disease and neurological disorders. By
partnering earlier in the development process, we can create
strong partnerships to be ready to help commercialize new
products immediately after they receive regulatory approval.

Our channel and category management strategy in the Medical
segment will enhance our ability to work in closer partnership
with our customers and use our core capabilities to address their
key pain points. And at the beginning of fiscal 2011, we organized
the segment around these two fundamental areas. In tandem with
this approach, our multi-year Medical Business Transformation
project continues. By redesigning our information technology
platforms, processes and policies, we will be able to deliver an
even better customer experience and respond to their changing
needs even faster.

And as we look across the industry for the next few years, change
is part of the landscape as the Patient Protection and Affordable
Care Act enters the implementation phase. We played an active
role in Washington prior to the legislation’s passage, working with
industry associations and policy leaders. We will remain an active
partner in this process to ensure that our voice is heard and to
serve as an advocate for our customers—both in Washington and
at the state level—as decisions are made about how to implement
the healthcare reform provisions.

In short, it is an exciting time to be at Cardinal Health. | am
proud of the value we bring to our customers and our supplier
partners, and | am honored to be part of a team of dedicated
employees who make it a reality. | know we can improve the
cost-effectiveness of our healthcare system, and our employees
are energized around this common purpose. As we improve the
business behind healthcare, we do so with the ultimate goal

of creating value for our shareholders. Now is a critical time in
healthcare, and Cardinal Health is well positioned to lead. We
embrace both the challenges and the opportunities that lie ahead.
Thank you for your continued support.

@7%—
George S. Barrett

Chairman and CEO
Cardinal Health, Inc. 6

Sincerely,
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We work continuously to improve the end-to-end
guality, integrity and efficiency of the supply chain.
That is especially evident in the rollout of Order Express
to our retail independent customers. Order Express

is a new, online ordering system that streamlines the
way pharmacies place, receive and track orders. It's
part of our system that targets complete, correct,
on-time orders, so pharmacies can spend less time
focused on products and more time helping patients.

I retail independent pharmacies

=
tu}
&
i)

Supporti

We understand the importance of the community
pharmacist as a trusted local healthcare advisor,
That's why we provide the training, tools and

support they need to offer services beyond filling
prescriptions, Whether they're offering immunizations
or becoming a one-stop resource for diabetes care,
we help independent pharmacies with their business
needs, so they can focus on their patients” healthcare
needs. Because we know that managing both is an
important step to driving down the cost of care.

Mew mod:

Through our recent acquisition of Healthcare Solutions
Holding, we serve the entire chain of specialty care by
providing tools, services and data to help increase service
efficiency and improve patient outcomes. Combined
with our distribution expertise, this connectivity

is an important part of our strategy to create a
differentiated set of services for specialty customers.

[avl
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our Medical segment

using our collective capabilities in

manufacturing, distribution, sourcing

and innovation so we can bring

more products to market faster.
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Supporting care no maltier where it's geliverec

Right now, the practice of medicine is moving closer to
patients through outpatient healthcare centers in their
own neighborhoods, and Cardinal Health is focused on
delivering the best service solutions to each of these
points of care. From hospitals to surgery centers to
physician offices and clinical labs, we've aligned with
the changing needs of our customers and positioned
ourselves to be more responsive to them. We're focused
on consistent, reliable service to support patient care as
it migrates across hospitals and ambulatory sites, and—
with services like our freight and inventory management
programs—we're taking a proactive approach to
helping our customers reduce their operating costs.

Across every customer channel, we're focused on
creating an optimal mix of products that is more cost-
effective and delivers more value. Through continuous,
comprehensive evaluation of our product lines, we
can make sure we have the right products for the right
customers, at exactly the right time, with the right
economics. We are using our scale to create stronger
relationships with medical product manufacturers in

order to bring the product offerings our customers prefer,

And we'll do it all with an outstanding level of quality
and service that brings our customers peace of mind.

As part of the mix, we're offering a robust portfolio of
preferred products that brings our customers unique
value. It's a package that combines a standardized set

of high-velocity, replenishable items they need with

our high-quality Cardinal Health branded products and
preferred products from our trusted, national branded
partners. It's an innovative approach to helping our
customers reduce costs and improve margins without
compromising on product quality or breadth of offering.
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We help our customers by simplifying the business
behind healthcare. As we find better, more efficient
ways to provide products and services, we help them
focus their attention on caring for their patients.

And when the focus is on patient care, better outcomes
are possible through earlier diagnoses, fewer errors
and lower unplanned readmittance to hospitals.

Increasing efficienc

ducing costs

7, ¥

g

Beyond providing product through our integrated
distribution network, we offer resources to help
customers increase efficiencies and improve the
economics of care, including pharmacy spend, medical
product selection and process optimization. Our

retail pharmacy customers who use our inventory
management, reimbursement accuracy and marketing
services can improve their profitability. In the hospital
setting, our supply chain solutions have helped our
customers save millions of dollars on pharmaceutical
and medical/surgical supply spend, and programs like
our remote medication order-entry service can save
25 percent in pharmacy labor costs per year.



educing errors

Avoidable medical errors cost the U.S. healthcare industry
$20 billion each year and put patient lives in jeopardy. We
help reduce some of the most common medical errors and
promote a safer medication-use process.

Retained foreign objects are the most common adverse
surgical event reported, so we offer a comprehensive suite
of technologies to prevent them. For example, we offer
sponge counting and documentation systems to prevent
surgical sponge leave-behinds, which can help save as much
as $400,000 per case in additional care and litigation costs.

We also offer a replenishment service for automated
dispensing cabinets (ADMs) in hospitals. We customize
refills for each ADM so they can be more quickly and safely
replenished with medications that are already in FDA-
approved unit-dose, barcoded packaging. This ensures that
the right medications go to the right ADMs and greatly
reduces the need for repackaging in the hospital pharmacy.

As the business behind healthcare, we impact the
interactions between doctors, nurses, pharmacists and
patients by providing products and integrating services
to eliminate errors and waste. We know what it takes

to wring inefficiencies and cost from the supgly chain.
We understand the partnerships that are necessary

to help provide high-guality, cost-effective care. And
through these partnerships with our customers, we

can help shape the future of healthcare together.



Clinician apparel » Pharmaceutical distribution services

. ical gown . e .
Surgical g s » Medical product distribution services

« Surgical gloves
Masks - On-site and remote hospital

®

. Scrubs pharmacy management services

Surgical drapes » Nuclear pharracy services

Fluid management products - Supply chain and inventory
optimization expertise

Surgical and procedure kits

o

Specialty pharmaceutical services

o

Third-party logistics

+ Regulatory consulting

» Retail pharmacy support services
+ Reimbursement consultation

< Specialized data services
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We make pharmacies more efficient.
We deliver more than 25 percent of all medications prescribed
in the U.S. each day. But that's not all. We make it easy for
pharmacies to run their business, whether they're a retail
independent, national or regional chain, mail order, or hospital
gharmacy. We also franchise Medicine Shoppe International and
Medicap pharmacies across the country and around the world.

We streamline operations for hospitals and health systems.
We distribute medical and pharmaceutical products to nearly
60,000 points of care throughout North America. But we

don't stop at the loading dock. We help them find the safest,
most efficient ways to get those products from the dock to

the patient. We also help hospitals reduce costs and better
manage resources, so they can focus on patient care.

We operate the largest nuclear pharmacy network in the U.S,
Hospitals and outpatient care centers can detect and

treat disease better because of the 10 million doses of
radiopharmaceuticals we dispense and deliver every year. We
also manufacture PET agents for diagnostics, therapies and
clinical trials to help advance the future of molecular imaging.

We help ambulatory care sites provide better care.
From physician offices to surgery centers and clinical
laboratories, we provide products and services that help
healthcare professionals focus on their patients.



Revenue
$billions $ billions

Pharmaceutical segment

Revenue
S billions

Segment profit
S billions

Non-GAAP*
§ Billions

“See the GAAP/non-GAAP reconciliation information on page 23 in this annual report
for a reconcifiation of non-GAAP measures to the comparable GAAP measure.
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(in millions, except per Common Share amounts)

Restructuring
and employee

Fiscal year 201 ‘fﬁ severance

Operating eammgs

Acquisition-
related
costs

Impaivments
and (gain} / loss

on sale of assets

Anount - ~ . S?BG? 591
Growth rate :

Diluted EPS from continuing operatwns

Gainon
Litigation Other sale of
{credits} / spinoff CareFusion Non-
charges, net costs stock GAAP
(562) st — 51,383
(2)%

50,02

Acquisition-
related

costs

50.09

Impairments
and {gain} / loss
on sale of assets

Amount : 5162 S0:16
Growth rate - (23)%
Restructuring
and employee
GAAP severance
Operatmg eammgs
Amount 51,287 $105
Growth rate 8%

Diluted EPS from continuing operat!ons

53

$O.T 1 5056 (50.12) ;‘32.22‘
. ‘ 2%

Gain on

Litigation Other sale of
{credits) / spinoff CareFusion Non-
charges, net costs stock GAAP
55 .55 - $1419
. 1)%

Acquisition-
related
costs

Impairments
and (gain} / loss
on sale of assets

Amount . : $2.10 $0.21
Growth fate : {(10)%
Restructuring
) and employee
Fiscal year 2008 GAAP severance
Operating earnings
Amount $1.392 555

Diluted EPS from continuing operations

$3

($33)

5001 5009 - $2.26
(8)%
Gain on
Litigation Other sale of
(credits }/ spinoff CareFusion  Non-
charges, net costs stock GAAP
$20 : — = S1437

Amount $2:33 S047

The sum of the components may not equal the total due to rounding

Important notice regarding forward-looking statements

This annual report contains forward-looking statements, which are not based on historical facts, addressing expectations, prospects, estimates and other matters that are

dependent upon future events or developments, These statements may be identified & by words st

upoe

would,

"o, s "

“could, project,

ich as “expect,

anticipate,

" o 0 o

intend,” “plan,” "believe,” "will” "should”

continue,” and similar expressions, and include statements reflecting future results or guidance, statements of outlook and tax accruals. These

matters are subject to risks and unicertainties that could cause actual results to differ materially from those projected, anticipated or implied. These risks and uncertainties
inciude (but are not imited to) the ability to achieve the expected benefits from the acquisition of Healthcare Solutions Holding and to grow our spedialty distribution
business; uncertainties and risks regarding the effect of the CareFusion spinoff on Cardinal Health; the performance of CareFusion and the proceeds realized from future
sales of CareFusion stock; uncertainties due to government healthcare reform including the recently enacted federal healthcare reform legislation; competitive pressures in
Cardinal Health's various lines of business; the loss of one or more key customer or supplier relationships or changes to the terms of those relationships; the timing of generic
and branded pharmaceutical introductions and the frequency or rate of branded pharmaceutical price appreciation or generic pharmaceutical price deflation; changes in
the distribution patterns or reimbursement rates for healthcare products and/or services; the results, consequences, effects or timing of any inquiry or investigation by any
regulatory authority or any legal or administrative proceedings; the effects of disruptions in the financial markets, including uncertainties related to the availability and/

or cost of credit on Cardinal Health's customers and vendors; and uncertainties related to demand for Cardinal Health's products and services. In addition, Cardinal Health

is subject to additional risks and uncertainties described in Cardinal Health's Form 10-K, Form 10-Q and Form 8-Kreports (including all amendments to those reports) and
exhibits to those reports. Except to the extent required by applicable law, Cardinal Health undertakes no obligation to update or revise any forward-looking statement.

23



UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
Form 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934
For the fiscal year ended June 30, 2010

or
[(] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934 SEC Mail Processing

Commission File Number: 1-11373 Section

SN A

CardinalHealth ~ "™"%™™
CARDINAL HEALTH, INC.

(Exact name of registrant as specified in its charter)

OHIO 31-0958666
(State or other jurisdiction of (L.R.S. Employer
incorporation or organization) Identification No.)
7000 CARDINAL PLACE, .
DUBLIN, OHIO 43017
(Address of principal executive offices) (Zip Code)

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

Securities registered pursuant to Section 12(b) of the Act:

Title of Class Name of Each Exchange on Which Registered
COMMON SHARES (WITHOUT PAR VALUE) NEW YORK STOCK EXCHANGE
Securities registered pursuant to Section 12(g) of the Act:
None.

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. Yes No [}

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yes [] No

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

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for
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Important Information Regarding Forward-Looking Statements

Portions of this Form 10-K (including information incorporated by reference) include “forward-looking
statements” within the meaning of the Private Securities Litigation Reform Act of 1995, as amended. Many
forward-looking statements appear in “Item 7—Management’s Discussion and Analysis of Financial Condition
and Results of Operations,” but there are others throughout this document, which may be identified by words
such as “expect,” “anticipate,” “intend,” “plan,” “believe,” “will,” “should,” “could,” “would,” “project,”
“continue,” and similar expressions, and include statements reflecting future results or guidance, statements of
outlook and tax accruals. These matters are subject to risks and uncertainties that could cause actual results to
differ materially from those projected, anticipated or implied. The most significant of these risks and
uncertainties are described below in “Item 1A—Risk Factors” and in Exhibit 99.1 to this Form 10-K. Forward-
looking statements in this document speak only as of the date of this document. Except to the extent required by
applicable law, we undertake no obligation to update or revise any forward-looking statement.



PART 1

Item 1:  Business
General

Cardinal Health, Inc. is an Ohio corporation formed in 1979. As used in this report, “we,” “our,” “us” and
similar pronouns refer to Cardinal Health, Inc. and its subsidiaries, unless the context requires otherwise. We are
a global healthcare solutions company providing products and services that help hospitals, physician offices and
pharmacies reduce costs, improve safety and productivity, and deliver better care to patients. Except as otherwise
specified, information in this Annual Report on Form 10-K is provided as of June 30, 2010, which is the end of
our 2010 fiscal year.

Spin-Off of CareFusion Corporation

On August 31, 2009, we separated the clinical and medical products businesses from our other businesses
through a pro rata distribution to shareholders of 81% of the then outstanding common stock of a wholly-owned
subsidiary, CareFusion Corporation (“CareFusion”). We refer to this transaction as the “Spin-Off.” CareFusion’s
product lines are in the areas of intravenous, infusion, medication and supply dispensing, respiratory care,
infection prevention and surgical instruments. We retained 19% of CareFusion common stock, which we are
required to dispose of before August 31, 2014, pursuant to the private letter ruling we received from the Internal
Revenue Service (the “IRS”) in connection with the Spin-Off. As of June 30, 2010, we owned approximately
30.5 million CareFusion shares. As part of the Spin-Off, Cardinal Health and CareFusion entered into a
separation agreement and various other agreements relating to the separation, including a transition services
agreement, a tax matters agreement, an employee matters agreement, intellectual property agreements and certain
other commercial agreements.

Business Segments

For fiscal 2009, we reported financial information in three segments: Healthcare Supply Chain Services,
Clinical and Medical Products, and All Other. From July 1, 2009 to August 31, 2009, we reported financial
information in three different segments: Pharmaceutical, Medical and CareFusion. The Pharmaceutical segment
included the businesses that were previously within the Healthcare Supply Chain Services segment that
distributed pharmaceutical, radiopharmaceutical and over-the-counter healthcare products, as well as the
businesses previously within the All Other segment. The Medical segment included the remaining businesses
within the Healthcare Supply Chain Services segment and certain surgical and exam gloves, surgical drapes and
apparel and fluid management businesses that were previously within the Clinical and Medical Products
segment. The CareFusion segment included the businesses previously within the Clinical and Medical Products
segment but not the above-referenced surgical and exam gloves, surgical drapes and apparel and fluid
management businesses. All businesses in the CareFusion segment were part of the Spin-Off.

Once the Spin-Off was completed, our remaining businesses were organized into our current two segments:
Pharmaceutical and Medical. The following business discussion is based on the two segments as they were
structured for fiscal 2010.

Pharmaceutical Segment
The Pharmaceutical segment:

*  distributes branded and generic pharmaceutical, over-the-counter healthcare, and consumer products
through its pharmaceutical distribution business;

*  operates nuclear pharmacies and cyclotron facilities that prepare and deliver radiopharmaceuticals for
use in nuclear imaging and other procedures in hospitals and clinics;
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«  distributes specialty pharmaceutical products and provides third-party logistics support services to
manufacturers; and

+  franchises retail pharmacies under the Medicine Shoppe® and Medicap® brands, and provides
pharmacy services to hospitals and other healthcare facilities.

The pharmaceutical distribution business is a full-service wholesale distributor to retail customers (including
chain and independent drug stores and pharmacy departments of supermarkets and mass merchandisers),
hospitals, and alternate care providers (including mail order pharmacies) located throughout the United States
and in Puerto Rico. Pharmaceutical distribution maintains prime vendor relationships that streamline the
purchasing process resulting in greater efficiency and lower costs for our customers. Pharmaceutical distribution
also helps pharmaceutical manufacturers with services including distribution, inventory management, data/
reporting, new product launch support, and contract and chargeback administration.

The pharmaceutical distribution business generates gross margin primarily when the aggregate selling price
to our customers exceeds the aggregate cost of products sold, net of manufacturer cash discount, branded
manufacturer margin, and generic manufacturer margin.

“Manufacturer cash discounts” are price reductions that manufacturers may offer to us for prompt
payment of purchased products.

“Branded manufacturer margin” (also referred to as “branded margin”) refers to compensation
amounts under distribution service agreements with manufacturers and to pharmaceutical price appreciation.
Compensation under the distribution service agreements may be a fee based on volume with or without
pharmaceutical price appreciation. A manufacturer may increase its published price for a product after we
have purchased that product for inventory. Our contract price for branded pharmaceutical products to
customers is based on the manufacturer’s published price at the time of sale. As such, inventory sold
following a manufacturer price increase will be based on the higher manufacturer price. “Pharmaceutical
price appreciation” refers to amounts we earn from selling inventory at these increased prices.

“Generic manufacturer margin” (also referred to as “generic margin”) refers to price discounts,
rebates and other incentives we receive from manufacturers of generic pharmaceuticals. Our earnings on
generic pharmaceuticals generally are highest during the period immediately following the initial launch of
a generic product because generic pharmaceutical selling prices tend to decline over time, although this may
vary.

Bulk and Non-bulk Customers. The Pharmaceutical segment differentiates between bulk and non-bulk
customers. Bulk customers consist of retail chain customers’ centralized warehouse operations and customers’
mail order businesses. All other customers are classified as non-bulk customers. A retail chain pharmacy
customer may be both a bulk customer with respect to its warehouse operations and a non-bulk customer with
respect to its retail stores.

Bulk customers can process large quantities of products in central locations. Substantially all deliveries to
bulk customers consist of products shipped in the same form that we receive them from the manufacturer; a small
portion of deliveries to bulk customers are broken down into smaller units prior to shipping. In contrast, non-bulk
customers require more complex servicing. For non-bulk customers, we may receive inventory in large or full
case quantities and break it down into smaller quantities, warehouse the product for a longer period of time, pick
individual products specific to a customer’s order, and deliver that smaller order to a customer location.

Bulk customers generate significantly lower segment profit as a percentage of revenue than non-bulk
customers. Bulk customers receive lower pricing on sales of the same products than non-bulk customers due to
volume pricing in a competitive market and due to lower costs related to the fewer services we provide. In
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addition, sales to bulk customers in aggregate generate higher segment cost of products sold as a percentage of
revenue than sales to non-bulk customers, because bulk customers’ orders consist almost entirely of higher cost
branded products. The higher segment cost of products sold as a percentage of revenue for bulk customers is also
driven by the impact of branded manufacturer margin and manufacturer cash discounts. Branded manufacturer
margin is lower due to the shorter time that products sold to bulk customers are held in inventory by us, allowing
less opportunity for pharmaceutical price appreciation. Segment distribution, selling, general and administrative
(“SG&A”) expenses as a percentage of revenue from bulk customers are substantially lower than from non-bulk
customers because deliveries to bulk customers require substantially fewer services to be rendered by us than
deliveries to non-bulk customers.

The following table shows the revenues, segment expenses, segment profit and segment profit as a
percentage of revenue for bulk and non-bulk customers for fiscal 2010, 2009 and 2008.

(in millions) 2010 2009 (2) 2008 (2)
Non-bulk customers:
Revenue from non-bulk CUStOMErs .. ........ovueererenrnnnnnn.. $45,795.4 $44,134.7 $42,199.7
Segment expenses allocated to non-bulk customers (1) ............. 449084 43,2729 41,335.6
Segment profit from non-bulk customers (1) ..................... 887.0 861.8 864.1
Segment profit from non-bulk customers as a percentage of revenue
from non-bulk customers (1) .. ....... ... 0. .. 1.94% 1.95% 2.05%
Bulk customers:
Revenue frombulk customers .. ...... ... .. $43.994.5 $43,728.2 $37,298.6
Segment expenses allocated to bulk customers (1) ................. 43,879.7 43,5543  37,140.3
Segment profit from bulk customers (1) ......................... 114.8 173.9 158.3
Segment profit from bulk customers as a percentage of revenue from
bulk customers (1) ...... ... 0.26% 0.40% 0.42%

(1) Segment expenses and profit required complex and subjective estimates and allocations based upon
assumptions, past experience and judgment that we believe are reasonable. In addition, amounts do not
include the impact of last-in, first-out (“LIFQ”) provisions, if any. We had no LIFO provisions in fiscal
2010, 2009 and 2008.

(2) During fiscal 2010, we revised some of the estimates used when allocating expenses between non-bulk
customers and bulk customers. Prior period information has been adjusted to reflect this change.

See Note 16 to the “Notes Consolidated Financial Statements” for Pharmaceutical segment revenue, profit
and assets for fiscal 2010, 2009 and 2008.

Medical Segment

The Medical segment distributes a broad range of medical, surgical and laboratory products to hospitals,
surgery centers, laboratories, physician offices and other healthcare providers. This segment also develops,
manufactures and sources our own line of medical and surgical products. These products include: sterile and
non-sterile procedure kits; single-use surgical drapes, gowns and apparel; exam and surgical gloves; and fluid
suction and collection systems. Our medical and surgical products are sold directly or through third-party
distributors in the United States, Canada, Europe, South America and the Asia/Pacific region.

See Note 16 to the “Notes Consolidated Financial Statements” for Medical segment revenue, profit and
assets for fiscal 2010, 2009 and 2008.



Acquisitions and Divestitures

In the past five fiscal years, we completed the following two significant acquisitions, both of which were
transferred to CareFusion as part of the Spin-Off.

Consideration Paid
Stock
Options
Date (1) Company Location Line of Business Cash Converted (2)
(Amounts in millions)
June 21, 2007 VIASYS Healthcare Inc. Conshohocken, Respiratory, neurology, $1,526(3) 0.1
(“VIASYS”) Pennsylvania medical disposable and
orthopedic products
May 12, 2008 Enturia Inc. (“Enturia”) Leawood, Kansas Infection prevention $ 4904) 0.0

products

(1) Represents the date we became the majority shareholder.

(2) As aresult of the acquisition, the outstanding stock options of the acquired company were converted into options to
purchase Common Shares issued by us. This column represents the number of our Common Shares subject to converted
stock options immediately following conversion.

(3) Includes the assumption of approximately $54 million in debt; also includes approximately $88 million of shares under
equity compensation plans in July 2007.
4) Includes the assumption of approximately $5 million in debt.

We also completed several smaller acquisitions during the last five fiscal years, including:

«  during fiscal 2006, purchasing the wholesale pharmaceutical, health and beauty and related drugstore
products distribution business of The F. Dohmen Co. and certain of its subsidiaries, and the remaining
shares of Source Medical Corporation, our Canadian joint venture;

»  during fiscal 2007, purchasing SpecialtyScripts, LLC; and

«  during fiscal 2009, purchasing Borschow Hospital & Medical Supplies, Inc.

On June 9, 2010, we entered into an agreement to acquire Healthcare Solutions Holding, L.L.C, which
provides specialty healthcare services. On July 15, 2010, we completed that acquisition for a $517 million cash
payment. The acquisition agreemeni also inciudes eaii-out payinents of up to $150 million over the next three
years.

We completed several divestiture transactions during the past five fiscal years, including:

«  during fiscal 2007, selling our former Pharmaceutical Technologies and Services segment, other than
certain generic-focused businesses, for approximately $3.2 billion in cash; our healthcare marketing
services business; and our United Kingdom-based Intercare pharmaceutical distribution business.

«  during fiscal 2010, consummating the Spin-Off of CareFusion Corporation; and selling
SpecialtyScripts, LLC and our United Kingdom-based Martindale injectable manufacturing business.

Customers

Our largest customers, Walgreen Co. (“Walgreens”) and CVS Caremark Corporation (“CVS”), accounted
for approximately 24% and 22%, respectively, of our revenue for fiscal 2010. The aggregate of our five largest
customers, including Walgreens and CV'S, accounted for approximately 57% of our revenue for fiscal 2010.

We have agreements with group purchasing organizations (“GPOs”) that act as agents to negotiate vendor
contracts on behalf of their members. Our two largest GPO relationships in terms of member revenue are with
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Novation, LLC, and Premier Purchasing Partners, L.P. Arrangements with these two GPOs accounted for
approximately 15% of our revenue for fiscal 2010. Although GPO vendor selections may influence member
sourcing decisions, GPO members generally are not required to comply with those vendor selections.
Accordingly, we believe that the loss of an agreement with a GPO would not cause the loss of sales to all
members of the GPO.

Suppliers

We rely on many different suppliers. Products obtained from our five largest suppliers accounted for an
aggregate of approximately 20% of our revenue during fiscal 2010, but no single supplier’s products accounted
for more than 6% of that revenue. Overall, we believe our relationships with our suppliers are good. The loss of
some suppliers could adversely affect our results of operations and financial condition if alternative sources were
unavailable at reasonable prices.

The Pharmaceutical distribution business is a party to distribution service agreements with pharmaceutical
manufacturers. These agreements generally have terms ranging from one year with an automatic renewal feature
to five years. Generally, these agreements are terminable before they expire only if the parties mutually agree, if
there is an uncured breach of the agreement, or if one party is the subject of a bankruptcy filing or similar
insolvency event. Some agreements allow the manufacturer to terminate the agreement without cause within a
defined notice period.

Our Pharmaceutical segment’s nuclear pharmacy services business dispenses several products prepared
using a particular radioisotope. At the present time, it is difficult to acquire sufficient quantities of that
radioisotope from third party suppliers because of a continued and prolonged shortage of a critical raw material
used to derive that radioisotope from two nuclear reactors, which are experiencing prolonged downtimes. Based
on information obtained from parties involved with the two affected nuclear reactors, we anticipate the supply of
raw material to normalize in the first half of fiscal 201 1.

Competition

We operate in a highly competitive environment in the distribution of pharmaceuticals and related
healthcare services. We also operate in a highly competitive environment in the development, manufacturing and
distribution of medical and surgical products. We compete on many levels, including service offerings, support
services, breadth of product lines, and price.

In the Pharmaceutical segment, we compete with two other national, full-line wholesale distributors
(McKesson Corporation and AmerisourceBergen Corporation) and a number of regional wholesale distributors,
self-warehousing chains, direct selling manufacturers, specialty distributors, third-party logistics companies, and
nuclear pharmacies, among others. In addition, the Pharmaceutical segment has experienced competition from a
number of organizations offering generic pharmaceuticals, including telemarketers.

In the Medical segment, we compete with many different distributors, including Owens & Minor, Inc.,
Thermo Fisher Scientific Inc., PSS World Medical, Inc., Henry Schein, Inc., and Medline Industries, Inc. In
addition, we compete with a number of regional medical products distributors and with third-party logistics
companies. Competitors of the Medical segment’s development and manufacturing business include Kimberly-
Clark Corporation, Ansell Limited, DeRoyal Industries Inc., Medline Industries, Inc., and Mélnlycke Health
Care.

Employees

As of June 30, 2010, we had approximately 22,600 employees in the United States and approximately 8,600
employees outside of the United States. Overall, we consider our employee relations to be good.
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Intellectual Property

We rely on a combination of trade secret, patent, copyright and trademark laws, nondisclosure and other
contractual provisions, and technical measures to protect our products, services and intangible assets. We also
operate under licenses for certain proprietary technologies, and in certain instances we license our technologies to
third parties. All of these proprietary rights are important to our ongoing operations. We enforce our intellectual
property rights when they are infringed by others, and will continue to do so, where appropriate.

We have applied in the United States and other countries for registration of a number of trademarks and
service marks. Some of our marks are registered, but our applications may not always be granted. We also hold
common law rights in various trademarks and service marks.

We hold patents relating to aspects of our distribution operations, including our nuclear pharmacy products
and service offerings. We also hold patents relating to medical and surgical products and devices, such as fluid
suction and irrigation devices; surgical waste management systems; surgical and medical examination gloves;
surgical drapes, gowns and facial protection products; and patient temperature management products.

We have a number of pending patent applications in the United States and other countries, and we intend to
pursue additional patents as appropriate. We may not always obtain the patents for which we apply. We do not
consider any particular patent, trademark, license, franchise or concession to be material to our overall business.

Regulatory Matters

Our business is highly regulated in the United States at both the federal and state level and in foreign
countries. Depending upon their specific business and where they distribute, manufacture and sell their products,
our subsidiaries may be subject to regulation by government entities including:

»  the U.S. Drug Enforcement Administration (the “DEA”),

e the U.S. Food and Drug Administration (the “FDA”™),

o the U.S. Nuclear Regulatory Commission (the “NRC”),

o the U.S. Department of Health and Human Services (“HHS”),

e  state boards of pharmacy,

. state controlled substance agencies,

«  state health departments, insurance departments or other comparable state agencies, and

«  foreign agencies that are comparable to those listed above.

These regulatory agencies have a variety of civil, administrative and criminal sanctions at their disposal.
They can require us to suspend distribution of products and controlled substances or initiate product recalls; they
can seize products or impose significant criminal, civil and administrative sanctions; and they can seek
injunctions to halt the manufacture and distribution of products.

Distribution. The DEA, FDA and various state authorities regulate the marketing, purchase, storage and
distribution of pharmaceutical products and controlled substances under various state and federal statutes
including the Prescription Drug Marketing Act of 1987. Wholesale distributors of controlled substances must
hold valid DEA registrations and state-level licenses, meet various security and operating standards, and comply
with the Controlled Substances Act and its accompanying regulations governing the sale, marketing, packaging,
storage and distribution of controlled substances.

Manufacturing and marketing. Our subsidiaries that manufacture medical devices are subject to regulation
by the FDA and comparable foreign agencies including regulations regarding compliance with good
manufacturing practices and quality systems. In addition, our Medical segment’s international manufacturing
operations may be subject to local certification requirements.
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The FDA and other domestic and foreign governmental agencies administer requirements covering the
design, testing, safety, effectiveness, manufacture, labeling, promotion and advertising, distribution and post-
market surveillance of certain of our manufactured products. We need specific approval or clearance from
regulatory authorities before we can market and sell many of our products in particular countries. Even after we
obtain approval or clearance to market a product, the product and our manufacturing processes are subject to
continued regulatory review.

To assess and facilitate compliance with federal, state and foreign regulatory requirements, we routinely
review our quality and compliance systems to evaluate their effectiveness and to identify areas for improvement
or remediation. As part of our quality review, we assess the suppliers of raw materials, components and finished
goods that are incorporated into the medical devices we manufacture. In addition, we conduct quality
management reviews designed to highlight key issues that may affect the quality of our products and services.
From time to time, we may determine that products we manufacture or market do not meet our specifications,
regulatory requirements, or published standards. When we identify a quality or regulatory issue, we investigate
and take appropriate corrective action, such as withdrawing the product from the market, correcting the product
at the customer location, revising product labeling, and notifying customers.

Nuclear pharmacies and related businesses. Our nuclear pharmacies and cyclotron facilities require licenses
or permits from the NRC, the radiologic health agency or department of health of each state in which we operate,
and the state board of pharmacy. In addition, the FDA regulates cyclotron facilities. The FDA issued regulations,
effective December 11, 2011, establishing current Good Manufacturing Practices for positron emission
tomography (“PET”) drugs.

Prescription Drug Pedigree Tracking

State and federal agencies are concerned about preventing the introduction of counterfeit, diverted,
adulterated or mislabeled pharmaceuticals into the pharmaceutical supply chain. Some states have adopted or are
considering laws and regulations intended to protect the integrity of the pharmaceutical distribution system while
other government agencies are currently evaluating their options. The FDA Amendments Act of 2007 requires
the FDA to establish standards to identify and validate technologies for securing the pharmaceutical supply chain
against counterfeit drugs. These standards may include track-and-trace or authentication technologies, such as
radio frequency identification devices and other similar technologies. In March 2010, the FDA issued guidance
establishing standardized numerical identifiers (“SNI”) for prescription pharmaceutical packages.

In December 2006, we entered into a settlement to resolve a civil investigation by the New York Attorney
General’s Office focusing on sales and purchases of prescription pharmaceuticals in the secondary market.
Pursuant to the settlement, we implemented a number of reforms within the pharmaceutical distribution business,
including requirements that customers who are wholesalers certify their compliance with our wholesaler safe
product practices.

Healthcare Fraud and Abuse Laws

We are subject to extensive and frequently changing laws and regulations relating to healthcare fraud and
abuse. Laws and regulations generally prohibit us (and others in our industry) from soliciting, offering, receiving
or paying any compensation in order to induce someone to order or purchase items or services that are in any
way paid for by Medicare, Medicaid or other government-sponsored healthcare programs. We also cannot submit
or cause to be submitted any fraudulent claim for payment by the federal government. Certain of our subsidiaries
also maintain contracts with the federal government and are subject to regulatory requirements relating to
government contractors.

Health Information Practices

Services and products provided by some of our businesses involve access to patient identifiable healthcare
information. In the past few years, federal and state officials have focused on the questions of how patient
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identifiable healthcare information should be handled, which entities should compile that information, and how
that work should proceed. Changes in legislation such as the Health Insurance Portability and Accountability Act
of 1996 (“HIPAA”) and its accompanying regulations may affect how some information services or products are
provided. The Health Information Technology for Economic and Clinical Health Act, adopted in February 2009,
augmented HIPAA by increasing existing healthcare privacy requirements, including expanding HIPAA’s reach
to cover additional entities, requiring certain notifications if there is a breach of patient information and
increasing penalties associated with noncompliance. In addition, certain jurisdictions where we do business
regulate personal data protection and how information services or products are provided.

Franchising Laws

Our franchising operations, through Medicine Shoppe International, Inc. and Medicap Pharmacies
Incorporated (collectively, “Medicine Shoppe™), are subject to regulation by the Federal Trade Commission. In
addition, many states have laws that regulate the franchisor-franchisee relationship.

Environmental Laws

We are subject to various federal, state and local environmental laws and we have made, and will continue
to make, necessary expenditures to comply with applicable laws. At the present time, we are participating in
cleaning up environmental contamination at several sites, none of which are material to us.

Health and Safety Laws

We are subject to various federal, state and local laws, regulations and recommendations, both in the United
States and other countries, relating to safe working conditions, laboratory and manufacturing practices, and the
use, transportation and disposal of hazardous or potentially hazardous substances.

Laws Relating to Foreign Trade

Various U.S. and international laws and regulations require us to abide by standards relating to the import
and export of finished goods, raw materials and supplies and the handling of information. We also must comply
with various export control and trade embargo laws and regulations, which may require licenses or other
authorizations for transactions within some countries or with some counterparties.

Similarly, we are subject to laws and regulations concerning the conduct of our foreign operations, including
the U.S. Foreign Corrupt Practices Act, foreign anti-bribery laws and laws pertaining to the accuracy of internal
books and records. These laws generally prohibit companies and their intermediaries from making improper
payments to non-U.S. government officials for the purpose of obtaining or retaining business. We operate in
many parts of the world that have experienced some governmental corruption.

Other Information

Our distribution businesses generally are not required by our customers to maintain particular inventory
levels other than as needed to meet service level requirements. Certain supply contracts with U.S. government
entities require us to maintain sufficient inventory to meet emergency demands, but we do not believe those
requirements materially affect inventory levels.

Our customer return policies generally require that the product be physically returned, subject to restocking
fees. We only allow customers to return products that can be added back to inventory and resold at full value, or
that can be returned to vendors for credit.

We offer market payment terms to our customers.

Revenue and Long-Lived Assets by Geographic Area

See Note 16 to the “Notes Consolidated Financial Statements™ for revenue and long-lived assets by
geographic area.



Available Information and Exchange Certifications

Our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and
amendments to those reports are available free of charge on our website (www.cardinalhealth.com), under the
“Investors—Financials/SEC filings” caption, as soon as reasonably practicable after we electronically file them
with, or furnish them to, the Securities and Exchange Commission (the “SEC”).

You may read and copy any materials we file with the SEC at the SEC’s Public Reference Room at 100 F
Street, NE, Washington, DC 20549. You may obtain information on the operation of the Public Reference Room
by calling the SEC at 1-800-SEC-0330. The SEC also maintains a website (www.sec.gov) where you can search
for annual, quarterly and current reports, proxy and information statements, and other information regarding us
and other public companies.

CareFusion filed a registration statement on Form 10 (File No. 001-34273) with the SEC that discloses
information regarding the Spin-Off and CareFusion.

Item 1A: Risk Factors

The risks described below could materially and adversely affect our results of operations, financial
condition, liquidity and cash flows. These are not the only risks we face. Our businesses also could be affected by
risks that we are not presently aware of or that we currently consider immaterial to our operations.

We could suffer the adverse effects of competitive pressures.

As described in greater detail in the discussion of our business in Item 1 above, we operate in markets that
are highly competitive. Because of competition, our businesses face continued pricing pressure from our
customers and suppliers. If we are unable to offset margin reductions caused by these pricing pressures through
steps such as enhanced cost control measures, our results of operations and financial condition could be
adversely affected.

In addition, in recent years, the healthcare industry has been subject to increasing consolidation. If this
consolidation trend continues among our customers and suppliers, it could give the resulting enterprises greater
bargaining power, which may adversely impact our results of operations.

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

As described in greater detail in the discussion of our business in Item 1 above, our sales and credit
concentration is significant. For example, Walgreens and CVS accounted for approximately 24% and 22%,
respectively, of our revenue for fiscal 2010. The aggregate of our five largest customers, including Walgreens
and CVS, accounted for approximately 57% of our revenue for fiscal 2010. In addition, Walgreens and CVS
accounted for 32% and 21%, respectively, of our gross trade receivable balance at June 30, 2010. If one or more
of our large customers default in payment, terminate or do not renew contracts, or significantly reduce their
purchases of our products, our results of operations and financial condition could suffer.

In addition, approximately 15% of our revenue for fiscal 2010 was derived through the contractual
arrangements established with two GPOs, Novation and Premier. GPO members generally are not required to
comply with GPO vendor selections. Still, the loss of an agreement with a GPO could cause us to lose customers,
which may adversely affect our results of operations and financial condition.

Our Pharmaceutical segment’s margin may be affected by prices established by manufacturers or market
forces that are beyond our control.

As described in greater detail in the discussion of our business in Item 1, we generate a portion of our
branded manufacturer margin from pharmaceutical price appreciation. If branded manufacturers increase prices
less frequently or by smaller amounts, or restrict the amount of inventory available to us, we will earn less
branded manufacturer margin.
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In addition, prices for generic pharmaceuticals distributed by our pharmaceutical distribution business tend
to decline over time, which could have an adverse effect on our generic manufacturer margin.

The U.S. healthcare environment is changing in many ways, some of which may not be favorable to us, as a
result of recent federal healthcare legislation.

Our products and services are primarily intended to function within the current structure of the healthcare
industry in the United States. In recent years, the healthcare industry has undergone significant changes designed
to control costs. The use of managed care has increased; Medicare and Medicaid reimbursement levels have
declined; distributors, manufacturers, healthcare providers and pharmacy chains have consolidated; and large,
sophisticated purchasing groups have become more prevalent.

In March 2010, Congress approved, and the President signed into law, the Patient Protection and Affordable
Care Act and the Health Care and Education Reconciliation Act (collectively the “Healthcare Reform Acts”).
Among other things, the Healthcare Reform Acts seek to expand health insurance coverage to approximately
32 million uninsured Americans. Many of the significant changes in the Healthcare Reform Acts do not take
effect until 2014, including a requirement that most Americans carry health insurance. We expect expansion of
access to health insurance to increase the demand for our products and services, but other provisions of the
Healthcare Reform Acts could affect us adversely. The Healthcare Reform Acts contain many provisions
designed to generate the revenues necessary to fund the coverage expansions and to reduce costs of Medicare and
Medicaid. Beginning in 2013, each medical device manufacturer will have to pay a tax in an amount equal to
2.3% of the price for which the manufacturer sells its medical devices. We manufacture and sell devices that will
be subject to this tax. Additionally, the Healthcare Reform Acts changed the federal upper payment limit for
Medicaid reimbursement to no less than 175% of the average weighted manufacturer’s price (“AMP”) from
250% of the lowest average manufacturer’s price for generic pharmaceuticals. The AMP provision is expected to
become effective in October 2010. We could be adversely affected by, among other things, changes in the
delivery or pricing of or reimbursement for pharmaceuticals, medical devices, or healthcare services.

Our business requires consistent, diligent and rigorous compliance with regulatory and licensing
requirements.

The healthcare industry is highly regulated. As described above in greater detail in the discussion of our
business in Item 1, we are subject to regulation in the United States at both the federal and state level and in
foreign countries. Many of our subsidiaries are required to register for permits or licenses with, and to comply
with operating and security standards of, regulatory agencies. If we fail to comply with these regulatory
requirements, or if allegations are made that we fail to comply, our results of operations and financial condition
could suffer.

«  To lawfully operate our businesses, we are required to hold permits, licenses and other regulatory
approvals from governmental bodies. Failure to maintain or renew, or obtain without significant delay,
necessary permits, licenses or approvals could have an adverse effect on our results of operations and
financial condition. For example, in fiscal 2008, the DEA suspended licenses to distribute controlled
substances held by three of our distribution centers for almost a year because of alleged defects in our
controlled substance anti-diversion controls.

«  Products that we manufacture, distribute or market are required to comply with regulatory
requirements. Noncompliance or concerns over noncompliance could result in product corrective
actions, recalls or seizures, warning letters, monetary sanctions, injunctions to halt manufacture and
distribution of products, civil or criminal sanctions, governmental refusal to grant approvals,
restrictions on operations, withdrawal of existing approvals and third party claims.

«  We are required to comply with laws and regulations relating to healthcare fraud and abuse. The scope
and applicability of these laws is not always clear. If we fail to comply with them, we could be subject
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to federal or state government investigations and resulting civil and criminal penalties including the
loss of licenses or the ability to participate in Medicare, Medicaid and other federal and state healthcare
programs. The scope or requirements of these laws or regulations may be interpreted or applied by a
regulator, prosecutor or judge in a manner that could negatively impact or require us to change our
operations.

We could be subject to adverse changes in the tax laws or challenges to our tax positions.

We are a large multinational corporation with operations in the United States and many foreign countries.
As aresult, we are subject to the tax laws and regulations of many jurisdictions. From time to time, legislative
initiatives are proposed, including proposals to repeal LIFO (last-in, first-out) treatment of inventory, that could
adversely affect our tax positions, effective tax rate or tax payments. Tax laws and regulations are extremely
complex and subject to varying interpretations. Tax authorities have challenged some of our tax positions and it
is possible that they will challenge others. We may not be able to defend these challenges successfully, which
may adversely affect our effective tax rate or tax payments.

Our business and operations depend on the proper functioning of information systems and critical facilities.
We rely on information systems to obtain, rapidly process, analyze and manage data to:

» facilitate the purchase and distribution of thousands of inventory items from numerous distribution
centers;

*  receive, process and ship orders on a timely basis;

*  manage the accurate billing and collections for thousands of customers;
*  process payments to suppliers;

*  facilitate the manufacturing and assembly of medical products; and

»  generate financial transactions and information.

Our business also depends on the proper functioning of our critical facilities, including our national logistics
center. Our results of operations could be adversely affected if these systems or facilities are interrupted,
damaged by unforeseen events or actions of third parties, or fail for any extended period of time.

The Medical segment is working on a medical business transformation project, which includes a new
information system for supply chain and manufacturing related processes. The Medical segment is planning to
transition selected processes to the new system throughout fiscal 2012 and 2013. If the system is not effectively
implemented or fails to operate as intended, it could adversely affect the Medical segment’s supply chain and
manufacturing operations and the effectiveness of our internal control over financial reporting.

Because of the nature of our business, we may become involved in legal proceedings that could adversely
impact our cash flows or results of operations.

Due to the nature of our businesses, which includes the manufacture and distribution of healthcare products,
we may from time to time become involved in legal proceedings. For instance, some of the products we
manufacture or distribute may be alleged to cause personal injury or violate the intellectual property rights of
another party, subjecting us to product liability or infringement claims. While we generally obtain indemnity rights
from the manufacturers of products we distribute, and we carry product liability insurance, it is possible that liability
from such claims could exceed those protections. Litigation is inherently unpredictable and the unfavorable
resolution of one or more of these legal proceedings could harm our cash flows or results of operations.
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Acquisitions are not always as successful as we expect them to be.

Historically, an important element of our growth strategy has been to acquire other businesses that expand
or complement our existing businesses. Acquisitions involve risks: we may overpay for a business or fail to
realize the synergies and other benefits we expect from the acquisition; we may encounter unforeseen accounting
or internal control over financial reporting issues; or the acquired business may have regulatory or compliance
issues that we did not anticipate.

We depend on certain suppliers to make their raw materials and products available to us and are subject to
Sfluctuations in costs of raw materials and products.

We depend on various components, compounds, raw materials and energy (including radioisotopes and oil,
oil-related and other commodities) supplied by others for our operations. Any of our supplier relationships could
be interrupted due to natural disasters or other events or could be terminated. A sustained interruption in the flow
of adequate supplies could have an adverse effect on our business. In addition, while we have processes to
minimize volatility in component and material pricing, we may not be able to successfully manage price
fluctuations.

Our manufacturing businesses use oil, oil-related and other commodities as raw materials in many products.
Prices of oil and gas also affect our distribution and transportation costs. Oil and gas prices are volatile and have
fluctuated significantly in recent years, so our costs to produce and distribute our products also have fluctuated.
Because the healthcare industry is highly competitive and many customers and third-party payors have instituted
cost-containment initiatives, we may be unable to pass along cost increases through higher prices. If we cannot
fully offset cost increases through other cost reductions, or recover these costs through price increases or fuel
surcharges, our results of operations could be adversely affected.

Our global operations are subject to a number of economic, political and regulatory risks.

Our global operations are affected by local economic environments, including inflation, recession, currency
volatility and competition. Political changes can disrupt our supply chain—as well as our customers and
operating activities—in a particular location. We may not be able to enter into hedges or obtain insurance to
protect us against these risks, and any hedges that we enter into or insurance that we are able to obtain may be
expensive and may not successfully mitigate these risks.

In addition, our global operations are subject to risks arising from violations of U.S. laws such as the U.S.
Foreign Corrupt Practices Act and similar anti-bribery laws in other jurisdictions, and various export control and
trade embargo laws and regulations, including those that may require licenses or other authorizations for
transactions within certain countries or with certain counterparties. If we fail to comply with applicable laws and
regulations, we could suffer civil and criminal penalties.

Risks associated with the Spin-Off of CareFusion.

This section describes some of the risks that exist as a result of the Spin-Off of CareFusion, which is
described in greater detail in the Management’s Discussion and Analysis of Financial Condition and Results of
Operations in this Form 10-K.

CareFusion may not satisfy all of its contractual obligations. We entered into a number of agreements with
CareFusion that govern the rights and obligations of the parties following the Spin-Off. We have certain rights
under those agreements, including indemnification against certain liabilities allocated to CareFusion. The failure
of CareFusion to perform its obligations under the agreements could have an adverse effect on our financial
condition and results of operations.
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The transaction may have unexpected tax consequences. In connection with the Spin-Off, we received a
private letter ruling from the IRS to the effect that the contribution by us of the assets of the clinical and medical
products businesses to CareFusion and the distribution of CareFusion shares to our shareholders would qualify as
a tax-free transaction under Sections 355 and 368(a)(1)(D) of the Internal Revenue Code (the “Code™). In
addition, we received opinions of tax counsel to the effect that the Spin-Off would qualify as a transaction that is
described in Sections 355(a) and 368(a)(1)(D) of the Code. The IRS private letter ruling and the opinions of
counsel rely on certain facts, assumptions, representations and undertakings from us and CareFusion regarding
the past and future conduct of the companies’ respective businesses and other matters. If any of these facts,
assumptions, representations or undertakings are incorrect or not otherwise satisfied, we and our shareholders
may not be able to rely on the IRS ruling or the opinions of tax counsel. Similarly, the IRS could determine on
audit that the Spin-Off is taxable if it determines that any of the facts, assumptions, representations or
undertakings are not correct or have been violated or if the IRS disagrees with the conclusions in the opinions of
counsel that are not covered by the private letter ruling or for other reasons, including as a result of certain
significant changes in stock ownership of either Cardinal Health or CareFusion. If the Spin-Off is determined to
be taxable for U.S. federal income tax purposes, we and our shareholders that are subject to U.S. federal income
tax could incur significant tax liabilities.

We may not be able to capture the full benefits from our minority investment in CareFusion. As of June 30,
2010, we owned approximately 30.5 million CareFusion shares. As with any investment in a publicly traded
company, this investment is subject to risks and uncertainties relating to CareFusion’s business, as disclosed in
CareFusion’s filings with the SEC. In addition, we entered into an agreement in connection with the Spin-Off
under which we committed to vote all of our CareFusion shares in proportion to the votes cast by CareFusion’s
other shareholders and we do not have any representation on CareFusion’s Board of Directors. As a result, we are
not able to exert control or influence over CareFusion to act in a manner that we may believe best for protecting
or enhancing the value of our investment.

Under the private letter ruling from the IRS relating to the Spin-Off, we must dispose of the CareFusion
shares as soon as practicable after the Spin-Off and consistent with our reasons for retaining the shares, but no
later than August 31, 2014. As a result, we may be required to sell some or all of the shares at a time when we
might not otherwise choose to do so. Additionally, any disposition of CareFusion shares by us in the public
market, or the perception that such dispositions could occur, could adversely affect prevailing market prices for
CareFusion shares and adversely affect the value or the terms and conditions of such disposition.

Item 1B: Unresolved Staff Comments

Not applicable.

Item 2:  Properties

In the United States, the Pharmaceutical segment operates 24 pharmaceutical distribution facilities and one
national logistics center; four specialty distribution facilities; and 170 nuclear pharmacy laboratory,
manufacturing and distribution facilities. The Medical segment operates 50 medical-surgical distribution,
assembly, manufacturing, and research operation facilities. Our U.S. operating facilities are located in 45 states
and in Puerto Rico.

Outside of the United States, through our Medical segment, we own or lease 16 manufacturing, distribution
and research operating facilities in Canada, the Dominican Republic, Malaysia, Malta, Mexico, and Thailand.

We own 65 operating facilities and lease 200 operating facilities. We own two adjoining four-story
buildings at 7000 and 7200 Cardinal Place in Dublin, Ohio, where our principal executive offices are
headquartered.
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We consider our operating properties to be in satisfactory condition and adequate to meet our present needs.
However, we regularly evaluate operating properties and may make further additions and improvements or
consolidate locations as we seek opportunities to expand our business.

Item 3:  Legal Proceedings

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

Item 4: Removed and Reserved
Executive Officers of the Registrant

The following is a list of our executive officers as of August 18, 2010:

Name é& Position

George S. Barrett ........... 55 Chairman and Chief Executive Officer

Jeffrey W. Henderson ........ 45  Chief Financial Officer

Michael C. Kaufmann . ....... 47  Chief Executive Officer, Pharmaceutical segment

Michael A.Lynch ........... 49  Chief Executive Officer, Medical segment

Craig S. Morford ............ 51 Chief Legal and Compliance Officer

Carole S. Watkins ........... 50 Chief Human Resources Officer

MarkR.Blake .............. 39 Executive Vice President, Strategy and Corporate Development
Stephen T.Falk ............. 45 Executive Vice President, General Counsel and Corporate Secretary

The business experience summaries provided below for our executive officers describe positions held during
the last five years (unless otherwise indicated).

Mr. Barrett has served as Chairman and Chief Executive Officer since the Spin-Off on August 31, 2009.
Prior to that, since January 2008, he served as Vice Chairman of Cardinal Health and Chief Executive Officer,
Healthcare Supply Chain Services. Before he joined us, Mr. Barrett held several positions with Teva
Pharmaceutical Industries Limited, a global pharmaceutical company. From November 2006 to January 2008, he
was President and Chief Executive Officer of Teva North America and Executive Vice President—Global
Pharmaceutical Markets and a member of the Office of the Chief Executive Officer for Teva Pharmaceutical
Industries. He was President and Chief Executive Officer of Teva North America and Group Vice President—
North America of Teva Pharmaceutical Industries from 2005 to 2006. Prior to that, Mr. Barrett served as
President of Teva USA from 1998 to 2005.

Mr. Henderson has served as Chief Financial Officer since May 2005 and joined Cardinal Health as an
Executive Vice President in April 2005.

Mr. Kaufmann has served as Chief Executive Officer, Pharmaceutical segment, since August 31, 2009. Prior
to that, since April 2008, he served as Group President, Pharmaceutical Supply Chain. From April 2007 to April
2008, he was Group President of Healthcare Supply Chain Services Medical segment. From September 2005 —
April 2007, he was Chief Financial Officer of Healthcare Supply Chain Services. From May 2005 to September
2005, he was Executive Vice President, Sales, Marketing and Procurement.
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Mr. Lynch has served as Chief Executive Officer, Medical segment, since August 31, 2009. Prior to that,
since September 2008, he served as Group President, Medical. From July 2004 to September 2008, he was Group
President, Medical Products and Technologies.

Mr. Morford has served as Chief Legal and Compliance Officer since May 2009. From May 2008 to May
2009, he served as Chief Compliance Officer. Prior to joining us, from August 2007 to March 2008, he was the
Acting Deputy Attorney General of the United States. From October 2006 to July 2007, he was United States
Attorney in Nashville, Tennessee. From March 2005 to October 2006, he was First Assistant United States
Attorney in the United States Attorney’s office in Cleveland, Ohio.

Ms. Watkins has served as Chief Human Resources Officer and its predecessor position, Executive Vice
President—Human Resources, since August 2000.

Mr. Blake has served as Executive Vice President, Strategy and Corporate Development since October
2009. Prior to joining us, since October 2007, he was Vice President, Business Development of Medco Health
Solutions, Inc. (“Medco”). From August 2006 to October 2007, he was Senior Director, Business Development,
of Medco. From June 2005 to July 2006, he served as Director, Corporate Development, of Avaya, Inc.

Mr. Falk has served as Executive Vice President, General Counsel and Corporate Secretary since May 2009.
From April 2007 to May 2009, he served as Executive Vice President and General Counsel of the Healthcare
Supply Chain Services segment. From March 2005 to April 2007, he served as Vice President and General
Counsel of the Pharmaceutical Technologies and Services segment.
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PART I1

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

On August 31, 2009, each shareholder received 0.5 shares of CareFusion common stock for each of our
Common Shares held on August 25, 2009, the record date for the Spin-Off. On August 31, 2010, the last trading
day before the Spin-Off became effective, the closing price of our Common Shares, trading “regular way” (that is
with an entitlement to shares of CareFusion common stock distributed in the Spin-Off), was $34.58. On
September 1, 2009, the first trading day after the Spin-Off, the opening price of our Common Shares was $25.32
per share and the opening price of CareFusion stock was $19.65 per share. These stock prices were as reported on
the New York Stock Exchange Composite Tape.

Our common shares are listed on the New York Stock Exchange under the symbol “CAH.” The following
table reflects the range of the reported high and low closing prices of our common shares as reported on the New
York Stock Exchange Composite Tape and the per share dividends declared for the fiscal years ended June 30,
2010 and 2009, and from July 1, 2010 through the period ended on August 18, 2010. The stock prices listed in
the table below for quarter-end prices prior to August 31, 2009 have not been adjusted for the impact of the Spin-
Off.

High Low Dividends
Fiscal 2009
Quarter Ended:
September 30,2008 . ... ... $56.34 $48.54  $0.140
December 31, 2008 .. o 50.50 28.38 0.140
March 31, 2000 ..ot e 39.53 28.59 0.140
June 30, 2000 . ..o e 36.95 29.81 0.175
Fiscal 2010
Quarter Ended:
September 30,2009 .. ...t $35.63 $24.97 $0.175
December 31, 2000 ..ot e 3295 26.22 0.175
March 31,2010 ... e 3645 31.31 0.175
June 30, 2010 .. oo e 3645 32.80 0.195
Fiscal 2011
Through August 18,2010 .. ... ..ot $35.88 $30.94 $0.195

As of August 18, 2010 there were approximately 14,493 shareholders of record of the Common Shares.

We anticipate that we will continue to pay quarterly cash dividends in the future. The payment and amount
of future dividends remain, however, within the discretion of our Board of Directors and will depend upon our
future earnings, financial condition, capital requirements and other factors

Issuer Purchases of Equity Securities

Total Number of Approximate Dollar

Total Average  Shares Purchased as Value of Shares
Number Price Part of That May Yet be
of Shares Paid per  Publicly Announced  Purchased Under the
Period Purchased (1) Share Program (2) Program (2)
April 1-30,2010 . ...... ...l 817  $35.68 0 $450,000,023
May 1-31,2010 ........ oo 6,179 34.92 0 450,000,023
June 1 -30,2010 ....... .. .. . 5,758,600 34.72 5,758,200 250,088,735

Total ..o 5,765,596  $34.72 5,758,200 $250,088,735
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(1) Includes 129, 121 and 180 Common Shares purchased in April, May and June 2010, respectively, through a
rabbi trust as investments of participants in our Deferred Compensation Plan. Also includes 688, 6,058 and
220 restricted shares surrendered in April, May and June 2010, respectively, by employees upon vesting to
meet tax withholding.

(2) During the three months ended June 30, 2010, we repurchased approximately $200 million of our Common
Shares under our existing $500 million share repurchase program announced on August 5, 2009. During
July and August 2010, we repurchased an additional $250 million of our Common Shares completing the
existing share repurchase program.

Performance Graph

The following line graph compares the cumulative total return of our Common Shares with the cumulative
total return of the Standard & Poor’s Composite—500 Stock Index and the Value Line Health Care Sector Index,
an independently prepared index that includes more than 100 companies in the health care industry. The graph
assumes, in each case, an initial investment of $100 on June 30, 2005, based on the market prices at the end of
each fiscal year through and including June 30, 2010, and reinvestment of dividends (and taking into account the
value of CareFusion shares distributed in the Spin-Off). The Value Line Health Care Index investment is
weighted on the basis of market capitalization at the beginning of each fiscal year. The companies in the Value
Line Health Care Index are referred to as the Peer Group in the line graph and accompanying chart.

$150.00 T
$131.00
$123.89
$112.18 $113.81
$108.63
$116.53 $100.30
$96.10
$100.00 $100.00 $104.00
$86.17
—&— Cardinal Health, Inc.
$50.00 + —&— Standard & Poors 500 $55.00
—&— Peer Group
$0.00 } | ; l |
2005 2006 2007 2008 2009 2010
June 30, 2005 2006 2007 2008 2009 2010
Cardinal Health, Inc. .............................. 100.00 112.18 123.89 91.28 55.00 86.17
Standard & Poors 500 ........ ... .. ... ... 100.00 108.63 131.00 113.81 83.98 96.10
Peer Group . .. ...t 100.00 104.00 116.53 105.89 91.08 100.30
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Item 6:  Selected Financial Data

The consolidated financial data include all business combinations as of the date of acquisition that occurred

during these periods. The following selected consolidated financial data should be read in conjunction with our
consolidated financial statements and related notes and “Item 7—Management’s Discussion and Analysis of
Financial Condition and Results of Operations.”

At or for the Fiscal Year Ended June 30,
2010 2009 2008 2007 2006 (1)

(In millions, except per common share amounts)

Earnings Data:

REVENUE .. oo ti et $98,502.8 $95,991.5 $87,408.2 $84,2204 $77,389.4
Earnings from continuing operations ........... 587.0 758.2 847.2 532.1 825.7
Earnings from discontinued operations (2) ....... 55.2 3934 453.4 1,399.0 174.4
NEt €ArNINGS « v vveeeeeeiiee e $ 6422 $ 1,151.6 $ 1,300.6 $ 1,931.1 $ 1,000.1
Basic earnings per Common Share

Continuing operations ................... $ 164 $ 212 $ 237 $ 135 § 196

Discontinued operations (2) .............. 0.15 1.10 1.26 3.54 0.42
Net basic earnings per Common Share .......... $ 179 $ 322 $ 363 $ 48 $ 238
Diluted earnings per Common Share

Continuing operations . .................. $ 162 $ 210 $ 233 § 131 $ 193

Discontinued operations (2) .............. 0.15 1.08 1.24 3.46 0.40
Net diluted earnings per Common Share ........ $ 177 $ 318 $ 357 $ 477 $ 233
Cash dividends declared per Common Share .. ... 0.720 0.595 0.500 0.390 0.270
Balance Sheet Data:
TOtal @SSELS .+ oo v et $19,990.2 $25,118.8 $23,448.2 $23,153.8 $23,433.3
Long-term obligations, less current portion and

other short-term borrowings ................ 1,896.1 3,271.6 3,681.7 3,447.3 2,503.4

Shareholders’ equity (3) ........ ... ... .. . ... 5,276.1 8,724.7 7,747.5 7,376.9 8,490.7

ey

@

&)

During the first quarter of fiscal 2006, we adopted new accounting guidance regarding share-based
compensation. Prior to this accounting guidance, we accounted for share-based awards under the intrinsic
value method, and share-based compensation was included as pro forma disclosure within the notes to the
financial statements.

On August 31, 2009, we separated the clinical and medical products businesses from our other businesses
through a pro rata distribution to shareholders of 81% of the then outstanding common stock of CareFusion
and met the criteria for classification of these businesses as discontinued operations. During the fourth
quarter of fiscal 2009, we committed to plans to sell our United Kingdom-based Martindale injectable
manufacturing business within our Pharmaceutical segment, and met the criteria for classification of this
business as discontinued operations. During the second quarter of fiscal 2007, we committed to plans to sell
our former Pharmaceutical Technologies and Services segment, other than certain generic-focused
businesses (the segment, excluding the certain generic-focused businesses that were not sold, is referred to
as the “PTS Business”) and met the criteria for classification as discontinued operations. During the first
quarter of fiscal 2006, we decided to discontinue our sterile pharmaceutical manufacturing business in
Humacao, Puerto Rico, and met the criteria for classification as discontinued operations. For additional
information regarding discontinued operations, see Note 5 of “Notes to Consolidated Financial Statements.”
In the first quarter of fiscal 2008, we adopted new accounting guidance regarding the accounting for
uncertainty in income taxes recognized in the financial statements. This accounting guidance provides that a
tax benefit from an uncertain tax position may be recognized when it is more likely than not that the
position will be sustained upon examination, including resolutions of any related appeals or litigation
processes, based on the technical merits. The amount recognized is measured as the largest amount of tax
benefit that is greater than 50% likely of being realized upon settlement. The cumulative effect of adopting
this accounting guidance was a $139.3 million reduction of retained earnings.

19



Item7: Management’s Discussion and Analysis of Financial Condition and Results of Operations

The discussion and analysis presented below refers to and should be read in conjunction with the
consolidated financial statements and related notes included in this Form 10-K. Unless otherwise indicated,
throughout this Management’s Discussion and Analysis of Financial Condition and Results of Operations, we are
referring to our continuing operations.

Executive Overview

We are a $98.5 billion global company serving the healthcare industry with products and services that help
hospitals, physician offices and pharmacies reduce costs, improve safety and productivity, and deliver better care
to patients. We report our financial results in two segments: Pharmaceutical and Medical.

Our 2010 fiscal year was a significant transition year as we completed the spin-off of CareFusion,
transitioned to a new management team, commenced a number of key programs to enhance and refocus our
operations and responded to the challenging economic environment and uncertain healthcare industry landscape.
During fiscal 2010, our Medical segment profit grew by 11 percent, while continuing to make key strategic
investments. Our Pharmaceutical segment profit declined by 3 percent, primarily due to pricing changes on
renewed customer contracts, the negative impact of actions we took to improve our strategic positioning, the
negative impact from the year-over-year value of generic launches and a severe supply shortage in nuclear
pharmacy. These items were largely offset by our execution on major programs and disciplined cost controls.

Our cash and equivalents balance was $2.8 billion at June 30, 2010, compared to $1.2 billion at June 30,
2009. The increase was primarily derived from net cash provided by operating activities of $2.0 billion as a result
of earnings and very successful working capital management in fiscal 2010.

We plan to continue to execute a balanced deployment of available capital to position ourselves for
sustainable competitive advantage and to create shareholder value. This includes reinvesting in the business;
during fiscal 2010 we made capital expenditures totaling $260 million, with the majority being in the area of
information technology projects. We may seek to complement our internal capabilities or scale with acquisitions,
such as the acquisition of Healthcare Solutions Holding, LLC (“P4 Healthcare”) that we recently completed
during early fiscal 2011. During fiscal 2010, we paid quarterly dividends of $0.175 per share, or $0.70 per share
on an annualized basis. On May 5, 2010, the board of directors approved an 11 percent increase in the quarterly
dividend beginning in July 2010. In fiscal 2010 we also repurchased $250 million of shares (of which $20 million
cash settled in July 2010).

Trends

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

Our gross margin has been relatively flat over the past three years and decreased as a percentage of revenues
primarily as a result of competitive pressures. We began a number of business programs to improve gross margin
and increase the sales of higher margin products, which had some success in fiscal 2010. Going forward, our
gross margin could be influenced by the rates of growth in our key markets, product and customer sales mix,
competitive pricing intensity, sourcing activity, the rate and value of generic pharmaceutical launches, and price
changes for our products, including generic and branded pharmaceutical price appreciation or deflation.

Our Pharmaceutical segment’s nuclear pharmacy services business dispenses several products prepared
using a particular radioisotope. At the present time, it is difficult to acquire sufficient quantities of that
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radioisotope from third party suppliers because of a continued and prolonged shortage of a critical raw material
used to derive that radioisotope from two nuclear reactors, which are experiencing prolonged downtimes. Based
on information obtained from parties involved with the two affected nuclear reactors, we anticipate the supply of
raw material to normalize in the first half of fiscal 2011.

Within the Medical segment, variability in the cost of raw materials such as oil, oil-related and other
commodities can have a significant impact on the cost of products sold. In fiscal 2011, we anticipate a negative
year-over-year impact from higher commodity prices.

In March 2010, Congress approved, and the President signed into law, the Patient Protection and Affordable
Care Act and the Health Care and Education Reconciliation Act (the “Health Reform Acts”). The Health Reform
Acts seek to expand health insurance coverage to approximately 32 million uninsured Americans. Many of the
significant changes in the Healthcare Reform Acts do not take effect until 2014, including a requirement that
most Americans carry health insurance. Although we expect expansion of access to health insurance to increase
the demand for our products and services, the overall effect of the provisions of the Health Reform Acts on us is
uncertain and could be adverse. The Health Reform Acts contain many provisions designed to generate the
revenues necessary to fund the coverage expansions and to reduce costs of Medicare and Medicaid. We could be
adversely affected by, among other things, changes in the delivery or pricing of or reimbursement for
pharmaceuticals, medical devices or healthcare services. In addition, beginning in 2013, each medical device
manufacturer will have to pay a tax in an amount equal to 2.3% of the price for which the manufacturer sells its
medical devices. We manufacture and sell medical devices that will be subject to this tax.

Acquisitions and Divestitures

In July 2010, subsequent to the end of fiscal 2010, we completed the acquisition of P4 Healthcare for a cash
payment of $517 million. The acquisition agreement also includes earn-out payments of up to $150 million over
the next three years. With this acquisition, we plan to expand our presence in specialty pharmaceutical services
and distribution. P4 Healthcare’s results will be reported within our Pharmaceutical segment.

We consider acquisitions to expand our role as a provider of services and innovative products to the
healthcare industry, especially those that complement our existing operations and provide opportunities for us to
develop synergies with, and strengthen, the acquired business. There can be no assurance, however, that we will
be able to successfully take advantage of any such opportunity if and when it arises or consummate any such
transaction, if pursued. As additional transactions are pursued or consummated, we would incur additional
acquisition related charges, and may need to enter into funding arrangements for such acquisitions. There can be
no assurance that the integration efforts associated with any such transaction will be successful.

During the fourth quarter of fiscal 2010, we sold our United Kingdom-based Martindale injectable
manufacturing business (“Martindale”) for $141 million.

Spin-Off of CareFusion Corporation

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

During fiscal 2010, we sold approximately 10.9 million shares of the 41.4 million shares of CareFusion
common stock that we held immediately after the Spin-Off for $271 million, which resulted in a gross pre-tax
realized gain of approximately $45 million. As of June 30, 2010, our ownership of approximately 30.5 million
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shares of CareFusion common stock had an estimated fair value of $692 million. Under the private letter ruling
from the IRS relating to the Spin-Off, we must dispose of the CareFusion shares as soon as practicable after the
Spin-Off and consistent with our reasons for retaining the shares, but no later than August 31, 2014. CareFusion
has registered the CareFusion stock we own with the SEC, although we may sell the stock under an exemption
from registration.

The net assets of CareFusion are presented separately as assets from businesses held for sale and
discontinued operations and its operating results are presented within discontinued operations for all reporting
periods through the date of the Spin-Off.

Our Continuing Relationship with CareFusion

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

Pursuant to our transition services agreement with CareFusion, for fiscal 2010 we recognized approximately
$99 million in transition service fee income which approximately offsets the costs associated with providing the
transition services. Additionally, during fiscal 2010 we purchased $606 million of CareFusion trade receivables
pursuant to an accounts receivable factoring arrangement between CareFusion and us.

Under the tax matters agreement in connection with the Spin-Off, CareFusion is obligated to indemnify us
for certain tax exposures and transaction taxes prior to the Spin-Off. As of June 30, 2010, we have a $245 million
indemnification receivable on our balance sheet related to this item.

Results of Operations

Revenue
Change Revenue
2010 2009 2010 2009 2008
Pharmaceutical ... ...ttt 2% 11% $89,789.9 $87.8629 $79,498.3
Medical . ... 7% 3% 8,750.1 8,159.3 7,916.7
COorporate ... ....ciiniti i e N.M. NM. (37.2) (30.7) (6.8)
Consolidatedrevenue ..............ccuiniiiinrnnnnnn.. 3% 10% $98,502.8 $95,991.5 $87,408.2

Fiscal 2010 Compared to Fiscal 2009

Pharmaceutical segment

Pharmaceutical segment revenue was positively impacted by pharmaceutical price appreciation and
increased volume from existing customers (a combined impact of $3.4 billion), partially offset by losses of
customers in excess of gains ($1.3 billion).

Revenue from non-bulk customers was $45.8 billion, $44.1 billion and $42.2 billion for fiscal 2010, 2009
and 2008, respectively. Revenue from bulk customers was $44.0 billion, $43.7 billion and $37.3 billion for fiscal
2010, 2009 and 2008, respectively. See Item 1: Business for more information about bulk and non-bulk
customers.
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Medical segment

Medical segment revenue was positively impacted by increased volume from existing hospital, laboratory
and ambulatory care customers ($462 million), driven partially by strong demand for flu-related products. Also
positively impacting revenue were new products ($74 million) and the favorable impact of foreign exchange ($55
million). In addition, in connection with the Spin-Off, we recognized previously deferred inter-company revenue
for sales to CareFusion of $51 million (prior to the Spin-Off, we deferred revenue for products sold to
CareFusion businesses until the products were sold to the end customers). Losses of existing customers in excess
of gains from new customers reduced revenue by $200 million.

Fiscal 2009 Compared to Fiscal 2008

Pharmaceutical segment

Pharmaceutical segment revenue was positively impacted by pharmaceutical price appreciation and
increased volume from existing customers (a combined impact of $7.8 billion). Revenue was negatively
impacted by lost customer revenue from the DEA’s suspensions of licenses to distribute controlled substances
held by three of our distribution centers and because of enhanced controlled substance anti-diversion efforts that
we undertook. We resumed controlled substance distributions from distribution centers that were impacted by the
license suspensions during the second quarter of fiscal 2009.

Medical segment

Medical segment revenue was positively impacted by increased volume from existing hospital, laboratory
and ambulatory care customers ($386 million). Revenue was negatively impacted by foreign exchange ($88
million).

Cost of Products Sold

Consistent with the increases in revenue, our cost of products sold increased $2.5 billion, or 3%, during
fiscal 2010 and increased by $8.6 billion, or 10%, during fiscal 2009.

Gross Margin

Change Gross Margin
2010 2009 2010 2009 2008
GroSSMArGiN . . oo oo e e e e e et e e et 1% (1)% $3,780.7 $3,747.5 $3,777.1

Fiscal 2010 Compared to Fiscal 2009

Pharmaceutical segment
Gross margin decreased $65 million as a result of the factors listed below.

*  Pricing changes on renewed customer contracts (exclusive of the related volume impact) decreased
gross margin by $103 million.

* Infiscal 2009, Medicine Shoppe offered an alternative franchise model to its franchisees to position the
franchise system for future growth. This transformation adversely impacted gross margin by $65
million; however, this was partially offset by efficiencies gained within SG&A.

¢ Increased branded margin (exclusive of the related volume impact) had a positive impact on gross
margin of $38 million despite the adverse timing impact of the transition of a significant vendor
relationship to a distribution service agreement. Several factors can influence branded margin,
including: our service level performance under distribution service agreements; our inventory level and
mix; and the magnitude and timing of pharmaceutical price appreciation.

e Sales volume growth in pharmaceutical distribution had a positive impact of $22 million.
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e Within nuclear pharmacy, for fiscal 2010, the negative impact of the isotope supply shortage was
largely offset by the use of alternative isotopes and the favorable impact of cost of materials savings
from conversion to generic products. However, there was a negative impact in the second half of the
year due to the severe shortages we experienced during that period.

+  The favorable impact of various generic pharmaceutical product programs in pharmaceutical
distribution was partially offset by lower generic margins due to timing and value of new generic
launches.

Medical segment
Gross margin increased $95 million as a result of the factors listed below.
+  Increased sales volume resulted in a $67 million increase in gross margin.

+  Decreased cost of oil, oil-related and other commodities favorably impacted gross margin by $36
million.

Fiscal 2009 Compared to Fiscal 2008

Pharmaceutical segment
Gross margin increased by $48 million as a result of the factors listed below.

»  Pricing changes on renewed customer contracts (exclusive of the related volume impact) decreased
gross margin by $132 million.

»  Higher sales volume, mainly as a result of growth in pharmaceutical distribution, increased gross
margin by $122 million.

+  Timing of new generic pharmaceutical launches resulted in higher generic margins of $69 million.

Medical segment
Gross margin decreased $69 million as a result of the factors listed below.
»  The higher cost of oil, oil-related and other commodities decreased gross margin by $34 million.

+  The negative impact of foreign exchange impacted gross margin by $32 million.

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

Change SG&A
2010 2009 2010 2009 2008
SG&A . 3% — % $2,408.0 $2,333.5 $2,340.6

Fiscal 2010 Compared to Fiscal 2009

Increased SG&A during fiscal 2010 was primarily due to an increase in our management incentive
compensation. In fiscal 2010, we had incentive compensation accruals that were $46 million above plan due to
better than expected consolidated performance compared with incentive compensation accruals that were $36
million below plan in fiscal 2009. In addition, we incurred increased spending on strategic projects ($51 million).
SG&A expense growth was significantly mitigated by cost control measures instituted in fiscal 2009 and reduced
bad debt expense ($25 million). Included within SG&A were $11 million and $5 million of costs related to the
Spin-Off for fiscal 2010 and 2009, respectively.
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Fiscal 2009 Compared to Fiscal 2008

Cost control programs enabled us to decrease SG&A expenses in fiscal 2009 by $7 million even though we
incurred higher bad debt expense ($38 million). The increased bad debt expense was due to poor economic
conditions affecting certain customers and four regional chain customers of our Pharmaceutical segment filing
for bankruptcy.

Segment Profit and Operating Earnings

Segment Profit and Operating

Change Earnings
2010 2009 2010 2009 2008
Pharmaceutical ..............couiriinninnnnann, 3% 1% $1,001.8 $1,035.7 $1,0224
Medical ...ttt 11% ()% 427.7 384.9 411.3
Total Segment Profit ........... ... ... ... . . 1% ()% 1,429.5 14206 14337
COIPOTALE .« .o e vttt sttt e e e N.M. NM. (122.6) (133.2) (41.3)
Consolidated Operating Earnings . .. ... .. 2%  (8)% $1,306.9 $1,2874 $1,3924

Segment Profit

We evaluate the performance of the individual segments based upon, among other things, segment profit,
which is segment revenue less segment cost of products sold less segment SG&A expenses. We do not allocate
restructuring and employee severance, acquisition related costs, impairments and (gain)/loss on sale of assets,
litigation (credits)/charges, net, certain investment and other spending to our segments. These costs are retained
at Corporate. Investment spending generally includes the first year spend for certain projects which require
incremental strategic investments in the form of additional operating expenses. We encourage our segments to
identify investment projects which will promote innovation and provide future returns. As approval decisions for
such projects are dependent upon executive management, the expenses for such projects are retained at
Corporate. In addition, Spin-Off costs included within SG&A are not allocated to our segments.

Pharmaceutical segment

The principal drivers for the decrease during fiscal 2010 were pricing changes on renewed customer
contracts, fewer significant generic pharmaceutical launches than the prior year and the Medicine Shoppe
franchise transformation. The decline in segment profit was partially offset by contributions from our generic
programs, disciplined cost controls and solid branded margin growth.

The principal drivers for the increase during fiscal 2009 were increased volume and contributions from new
generic launches. The increase was partially offset by pricing changes on renewed customer contracts, the impact
from anti-diversion activities and bad debt expense.

Segment profits from sales to bulk customers as a percentage of Pharmaceutical segment profit were 11%,
17% and 15% in fiscal 2010, 2009 and 2008. The decrease from fiscal 2009 to fiscal 2010 was due to pricing
changes on renewed bulk customer contracts.

Medical segment

The principal drivers for the increase during fiscal 2010 were growth in sales to certain existing customers
and decreased cost of raw materials associated with commodity price movements. Segment profit growth was
partially dampened from increased spending on strategic projects.

The decrease during fiscal 2009 was primarily due to increased cost of raw materials associated with
commodity price movements and the negative impact of foreign exchange.
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Consolidated Operating Earnings

In addition to revenue, gross margin and SG&A discussed above, operating earnings were impacted by the

following:

2010 2009 2008
Restructuring and Employee Severance .................ccovvieiiiiiianaaii, $90.7 $1047 $553
Acquisition Related Costs .. ......oouii i i i 8.4 2.8 2.6
Impairments and (Gain)/Loss on Sale of Assets ..., 29.1 139 (33.3)
Litigation (Credits)/Charges, Net . .......... . o i, (62.4) 5.2 19.5
Fiscal 2010

*  Restructuring and employee severance: Fiscal 2010 restructuring and employee severance charges
included $65 million of costs arising from the Spin-Off, including approximately $19 million of costs
related to the retirement of our former Chairman and Chief Executive Officer. We expect to incur
additional costs associated with existing restructuring activities—primarily arising from the Spin-Off—

totaling approximately $15 million.

»  Impairments and (gain)/loss on sale of assets: We recognized an impairment charge of $18 million

related to the write-down of SpecialtyScripts, a business within our Pharmaceutical segment. We

completed the sale of SpecialtyScripts during the third quarter of fiscal 2010.

»  Litigation (credits)/charges, net: We received income of $41 million resulting from settlement of a

class action antitrust claim alleging that a defendant branded pharmaceutical manufacturer took

improper actions to delay the entry of a generic version of a branded pharmaceutical. In addition, we
received $26 million of income for insurance proceeds released from escrow after litigation against

certain directors and officers was resolved.

Fiscal 2009

¢ Restructuring and employee severance: During fiscal 2009, restructuring and employee severance
primarily related to the Spin-Off ($74 million) and realignment of our segment operating structure ($16

million).

Fiscal 2008

¢ Restructuring and employee severance: During fiscal 2008, restructuring and employee severance

primarily related to the relocation of our medical products distribution headquarters and certain

corporate functions from Waukegan, Illinois to our corporate headquarters in Dublin ($28 million) and

realignment of our business operations ($10 million).

+  Impairments and (gain)/loss on sale of assets: During fiscal 2008, we divested an investment within

our Pharmaceutical segment and recognized a $23 million gain.

»  Litigation (credits)/charges, net: We recognized litigation charges totaling $74 million due to the
resolution of the DEA license suspensions ($34 million) and other matters. These charges were offset
by $58 million of income related to the settlement of several derivative actions against certain directors

and officers.
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Earnings Before Income Taxes and Discontinued Operations

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

Earnings Before Income Taxes

Change and Discontinued Operations
2010 2009 2010 2009 2008
Other (income)/exXpense, Nt .. ........uveuneneenennaen.. N.M. N.M. $(13.5) $ 132 $(38.8)
Interest eXpense, et . ... ......c.iueunenenininenenennn M% (16)% 113.5 114.4 136.1
Loss on extinguishment of debt . .. ...................... N.M. N.M. 39.9 0.0 0.0
Gain on sale of CareFusion common stock ................ N.M. N.M. (44.6) 0.0 0.0

Fiscal 2010 Compared to Fiscal 2009

Other (income)/expense, net: Other (income)/expense, net is favorable compared to fiscal 2009
primarily due to income of $6 million related to the performance of our deferred compensation plan
assets versus a $12 million expense in fiscal 2009. The income and expense related to the performance
of the deferred compensation plan assets is offset within SG&A. Other (income)/expense, net was also
favorably impacted by foreign exchange ($16 million).

Loss on extinguishment of debt: On September 24, 2009, we completed a debt tender for up to $1.2
billion of certain outstanding debt securities, ultimately purchasing more than $1.1 billion. The offer
was funded by a $1.4 billion cash distribution received from CareFusion immediately prior to the Spin-
Off. In connection with the debt tender, we incurred a pre-tax loss for the early retirement of debt of
approximately $40 million, which included an early tender premium of $66 million, the write-off of $5
million of unamortized debt issuance costs, and an offsetting $32 million fair value adjustment to the
debt related to previously terminated interest rate swaps.

Gain on sale of CareFusion common stock: We recognized $45 million of income related to realized
gains from the sale of shares of CareFusion common stock.

Fiscal 2009 Compared to Fiscal 2008

Other (income)/expense, net: Other (income)/expense, net was unfavorable compared to fiscal 2008
primarily due to the impact of foreign exchange.

Interest expense, net: The decrease in interest expense, net was due to the favorable impact of interest
rate swaps on fixed rate debt.
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Provision for Income Taxes

Generally, fluctuations in the effective tax rate are due to changes within international and U.S. state
effective tax rates resulting from our business mix and discrete items. A reconciliation of the provision based on
the federal statutory income tax rate to our effective income tax rate from continuing operations is as follows for
fiscal 2010, 2009 and 2008 (see Note 9 of “Notes to Consolidated Financial Statements” for a detailed disclosure
of the effective tax rate reconciliation):

Fiscal Year Ended June 30,
2010 2009 2008

Provision at Federal statutory rate ........... ... . i 350% 35.0% 35.0%
State and local income taxes, net of federal benefit ............ ... ... ... ...... 4.7 1.8 4.4
Foreign tax rate differential . ........ ... ... . ... i 20 @G8 (72
Unremitted foreign earnings and capital gain from repatriation .................... 139 0.0 3.7
Valuation allOWanCES . . . . v\ttt ettt ettt e e e 23y @G.1H @G
(01337 2.3 4.7 24
Effective iNCOME taX TAlE . . . .ttt t et et et et et et 51.6% 34.6% 34.6%

Fiscal 2010 Compared to Fiscal 2009

The effective tax rate was unfavorably impacted by a charge of $168 million, or 13.9 percentage points,
attributable to earnings no longer indefinitely invested offshore. The fiscal 2010 effective tax rate was also
unfavorably impacted by 1.8 percentage points due to changes in our business mix which resulted in a higher
percentage of our pretax income being generated in the U.S. than in lower tax rate international jurisdictions. A
favorable audit settlement with a state taxing authority in fiscal 2009 (see below) also unfavorably impacted the
year-over-year comparison of the effective tax rate.

Fiscal 2009 Compared to Fiscal 2008

The effective tax rate was unfavorably impacted by 3.4 percentage points due to changes in our business
mix which resulted in a higher percentage of our pretax income being generated in the U.S than in lower tax rate
international jurisdictions. The effective tax rate was favorably impacted by 1.4 percentage points due to an audit
settlement with a state taxing authority. In addition, the effective tax rate was favorably impacted by 3.1
percentage points due to the release of a valuation allowance on a deferred tax asset established for a capital loss
carryforward.

Ongoing Audits

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

Earnings from Discontinued Operations

Earnings from discontinued operations were $55 million for fiscal 2010. CareFusion operating results are
included within earnings from discontinued operations for all periods through the date of the Spin-Off. Earnings
from discontinued operations, net of tax, decreased by $60 million during fiscal 2009 primarily because
CareFusion’s earnings declined—in large part because hospitals deferred capital spending. See Note 5 in the
“Notes to Consolidated Financial Statements” for additional information on discontinued operations.
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Liquidity and Capital Resources

We currently believe that, based upon available capital resources (cash on hand and ownership of shares of
CareFusion common stock), projected operating cash flow, and access to committed credit facilities, we have
adequate access to capital resources to fund working capital needs, currently anticipated capital expenditures,
business growth and expansion, contractual obligations, current and projected debt service requirements,
dividends and share repurchases. In the first quarter of fiscal 2011, we acquired P4 Healthcare using cash on
hand. If we decide to engage in one or more additional acquisitions, depending on the size and timing of such
transactions, we may need supplemental funding.

Capital Resources
Cash and Equivalents

Our cash and equivalents balance was $2.8 billion at June 30, 2010, compared to $1.2 billion at June 30,
2009. The increase was primarily derived from net cash provided by operating activities of $2.0 billion. Net cash
provided by operating activities is primarily driven by net earnings and changes in working capital. 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 during the regular course of business.

We use days sales outstanding (“DSQO”), 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
average daily revenue during the last month of the reporting period. DIOH is calculated as inventories divided by
average daily cost of products sold and chargeback billings during the last quarter of the reporting period. DPO is
calculated as accounts payable divided by average daily cost of products sold and chargeback billings during the
last quarter of the reporting period. Chargeback billings are the difference between a product’s wholesale
acquisition cost and the contract price established between the vendors and the end customer.

Fiscal Year Ended June 30,

2010 2009 2008
Days sales outstanding . ........ ... 18.6 19.1 19.6
Daysinventoryonhand ....... .. .. .. i 21.5 23.1 24.1
Days payable outstanding .. ......... .. .. 321 30.5 31.1

Focused efforts to manage customer accounts and reduce delinquency rates have led to improved DSO. The
significant improvement in DIOH was largely due to enhanced efficiency in our supply chain operations to
reduce inventory requirements. The change in DPO during fiscal 2010 was largely driven by a change in payable
terms with a supplier in our Pharmaceutical segment.

During fiscal 2010, we deployed $260 million on capital expenditures, $253 million on dividends and $230
million on share repurchases (an additional $20 million repurchased during fiscal 2010 settled during fiscal 2011)
as part of our balanced capital deployment strategy. During fiscal 2010, we received $271 million in proceeds
from sale of CareFusion common stock and $154 million from the divestitures of our Martindale business in the
United Kingdom and SpecialtyScripts. In addition, we completed a debt tender resulting in the purchase of more
than $1.1 billion debt securities using cash of $1.4 billion distributed to us from CareFusion in connection with
the Spin-Off.
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During fiscal 2009, we deployed $421 million on capital expenditures, $301 million on repayment of long-
term obligations and $200 million on dividends. During fiscal 2008, we deployed $1.2 billion on share
repurchases, $189 million on capital expenditures and $173 million on dividends. Also during fiscal 2008, we
received $300 million from the issuance of long-term obligations and $228 million from shares issued under our
share-based compensation plans.

The cash and equivalents balance at the end of fiscal 2010 included $398 million of cash held by
subsidiaries outside of the United States. Although the vast majority of this cash is available for repatriation,
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 by taking intercompany loans. The previously disclosed cash held by our foreign
subsidiaries does not include intercompany loans of $844 million and $237 million from our foreign entities
which are currently planned to be repaid by fiscal 2013 and fiscal 2020, respectively.

The net cash provided by discontinued operations for fiscal 2010 of $1.4 billion primarily reflected
permanent financing obtained by CareFusion prior to the Spin-Off offset by $90 million cash funding provided
by us to CareFusion pursuant to the Spin-Off separation agreement. Net cash provided by/(used in) discontinued
operations for fiscal 2009 and 2008 of $341 million and ($224) million, respectively, primarily related to the
earnings and changes in working capital for CareFusion.

Ownership of Shares of CareFusion Common Stock

During fiscal 2010, we sold approximately 10.9 million shares of the 41.4 million shares of CareFusion
common stock that we held immediately after the Spin-Off, which resulted in cash proceeds of $271 million. As
of June 30, 2010, our remaining 30.5 million shares of CareFusion common stock had an estimated fair value of
$692 million. Under the private letter ruling from the IRS relating to the Spin-Off, we must dispose of the
CareFusion shares as soon as practicable after the Spin-Off and consistent with our reasons for retaining the
shares, but no later than August 31, 2014. CareFusion has registered the CareFusion stock owned by us with the
SEC, although we may sell the stock under an exemption from registration.

Credit Facilities and Commercial Paper

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

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

Long-term Obligations

As of June 30, 2010, we had total long-term obligations of $2.1 billion compared to $3.6 billion at June 30,
2009. The decrease in long-term obligations was primarily driven by the debt tender completed in September
2009, resulting in the purchase of more than $1.1 billion debt securities. Additionally, in October 2009, we repaid
our $350 million floating rate notes that had reached their maturity.

During fiscal 2009, we repaid $150 million of 6.25% notes that had reached their maturity and we also
repaid $149 million for the preferred debt securities.
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Capital Expenditures

Capital expenditures during fiscal 2010, 2009 and 2008 of $260 million, $421 million and $189 million,
respectively, primarily related to information technology projects and investments to improve the efficiency of
our distribution facilities. Fiscal 2009 capital expenditures included $151 million to repurchase assets under an
operating lease arrangement.

We expect capital expenditures in fiscal 2011 to be generally in line with the level of spending in fiscal
2010. We anticipate that we will be able to fund these expenditures through cash provided by operating activities.
Fiscal 2011 capital expenditures will be largely focused on information technology projects.

Dividends

During fiscal 2010, we paid quarterly dividends of $0.175 per share, or $0.70 per share on an annualized basis.
On May 5, 2010, our board of directors approved an 11 percent increase in the quarterly dividend to $0.195 per
share, or $0.78 per share on an annualized basis, payable on July 15, 2010 to shareholders of record on July 1, 2010.
On August 4, 2010, our board of directors approved our 104th consecutive regular quarterly dividend.

Share Repurchases

During fiscal 2010, we repurchased $250 million of our Common Shares, of which $20 million cash settled
in July 2010. During July and August 2010, we repurchased an additional $250 million of our Common Shares
which completes share repurchases under our current Board authorization. We funded the repurchases through
available cash.

During fiscal 2009, we did not repurchase any of our Common Shares. During fiscal 2008, we repurchased
approximately $1.1 billion of our Common Shares. A portion of the after-tax net proceeds of approximately $3.1
billion from the sale of our PTS Business were used to repurchase shares during the first quarter of fiscal 2008.

Interest Rate and Currency Risk Management

We use foreign currency forward contracts, interest rate swaps and commodity swaps to manage our
exposure to cash flow variability. We also use foreign currency forward contracts to protect the value of our
existing foreign currency assets and liabilities and interest rate swaps to protect the value of our debt. See
Item 7A below as well as Notes 1 and 12 of “Notes to Consolidated Financial Statements” for information
regarding the use of financial instruments and derivatives as well as foreign currency, interest rate and
commodity exposures.

Contractual Obligations

As of June 30, 2010, our contractual obligations, including estimated payments due by period, are as follows:

(in millions) 2011 2012-2013 2014-2015 Thereafter Total
On Balance Sheet:

Long-termdebt (1) . ... ..o $232.4  $517.5  $5309 $ 843.1 $2,123.9
Interest on long-termdebt .............. ... ... ... 103.0 185.7 160.4 183.4 632.5
Capital lease obligations (2) .................. .. ..., 1.6 33 1.2 — 6.1
Other long-term liabilities (3) ......... ...t 9.2 0.7 1.1 — 11.0
Unsettled share repurchases . ............. ... ..o, 19.8 o — — 19.8
Off-Balance Sheet:

Operatingleases (4) . ... 65.8 93.5 35.9 26.2 221.4
Purchase obligations (5) ... 172.5 82.2 1.2 0.4 256.3
Total contractual obligations ........................ $604.3 $8829  $730.7 $1,053.1 $3,271.0

(1) Represents maturities of our long-term debt obligations excluding capital lease obligations described below.
See Note 8 in “Notes to Consolidated Financial Statements” for further information.
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(2) Represents maturities of our capital lease obligations included within long-term debt on our consolidated
balance sheet and the related estimated future interest payments.

(3) Represents cash outflows by period for certain of our long-term liabilities in which cash outflows could be
reasonably estimated. Certain long-term liabilities, such as unrecognized tax benefits and deferred taxes,
have been excluded from the table above because of the inherent uncertainty of the underlying tax positions
or because of the inability to reasonably estimate the timing of any cash outflows. See Note 9 of “Notes to
Consolidated Financial Statements” for further discussion of income taxes.

(4) Represents minimum rental payments and the related estimated future interest payments for operating leases
having initial or remaining non-cancelable lease terms as described in Note 10 of “Notes to Consolidated
Financial Statements.”

(5) Purchase obligations are defined as an agreement to purchase goods or services that is enforceable and
legally binding and specifying all significant terms, including the following: fixed or minimum quantities to
be purchased; fixed, minimum or variable price provisions; and approximate timing of the transaction. The
purchase obligation amounts disclosed above represent estimates of the minimum for which we are
obligated and the time period in which cash outflows will occur. Purchase orders and authorizations to
purchase that involve no firm commitment from either party are excluded from the above table. In addition,
contracts that can be unilaterally canceled with no termination fee or with proper notice are excluded from
our total purchase obligations except for the amount of the termination fee or the minimum amount of goods
that must be purchased during the requisite notice period.

Off-Balance Sheet Arrangements

See “Liquidity and Capital Resources—Capital Resources” above and Note 18 in “Notes to Consolidated
Financial Statements,” which is incorporated herein by reference, for a discussion of off-balance sheet
arrangements.

Recent Financial Accounting Standards

See Note 1 in “Notes to Consolidated Financial Statements™ for a discussion of recent financial accounting
standards.

Critical Accounting Policies and Sensitive Accounting Estimates

Critical accounting policies are those accounting policies that (i) can have a significant impact on the
presentation of our financial condition and results of operations for continuing operations and (ii) require use of
complex and subjective estimates based upon past experience and management’s judgment. Other companies
applying reasonable judgment to the same facts and circumstances could develop different estimates. Because
our estimates are inherently uncertain, actual results may differ. In this section, we describe the policies applied
in preparing our consolidated financial statements that management believes are the most dependent on estimates
and assumptions. For additional accounting policies, see Note 1 of “Notes to Consolidated Financial Statements.”

Allowance for Doubtful Accounts

Trade receivables—amounts owed to us through our operating activities—are presented net of an allowance
for doubtful accounts. We also provide financing to various customers. Such financing arrangements range from
90 days to 10 years at interest rates that generally are subject to fluctuation. Financings may be collateralized,
guaranteed by third parties or unsecured. Finance notes and accrued interest receivables are recorded net of an
allowance for doubtful accounts and are included in other assets. We must use judgment when deciding whether
to extend credit and when calculating the required allowance for doubtful accounts.

The allowance for doubtful accounts includes portfolio and specific reserves. We determine the appropriate
allowance by reviewing accounts receivable aging, industry trends, customer financial strength and credit
standing, historical write-off trends and payment history. We also regularly evaluate how changes in economic
conditions may affect credit risks.
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Reserve methodologies are assessed annually based on historical losses and economic, business and market
trends. In addition, reserves are reviewed quarterly and updated if appropriate. We may adjust the allowance for
doubtful accounts if changes in customers financial condition or general economic conditions make defaults
more frequent or severe.

The following table gives information regarding the allowance for doubtful accounts over the past three
fiscal years.

Allowance as Reduction to
Allowance for a percentage Allowance as allowance for customer
Fiscal year doubtful accounts of customer a percentage deductions and Addition to Allowance
ended June 30, (in millions) receivables of revenue write-offs (in millions) (in millions)
2010 $140.1 2.6% 0.14% $ 85 $26.8
2009 $117.6 2.2% 0.12% $48.3 $51.4
2008 $113.9 2.5% 0.13% $19.4 $19.9

A hypothetical 0.1% increase or decrease in the reserve as a percentage of trade receivables, sales-type
leases and finance notes receivables at June 30, 2010, would result in an increase or decrease in bad debt expense
of approximately $5.3 million.

We believe the reserve maintained and expenses recorded in fiscal 2010 are appropriate. At this time, we are
not aware of any analytical findings or customer issues that might lead to a significant future increase in the
allowance for doubtful accounts as a percentage of net revenue.

Inventories

A substantial portion of inventories (73% at June 30, 2010, and 74% at June 30, 2009) is stated at the lower
of cost, using the LIFO (“last in, first out”) method, or market. These are primarily merchandise inventories at
the core pharmaceutical distribution facilities within our Pharmaceutical segment. The LIFO impact on the
consolidated statements of earnings in a given year depends on pharmaceutical price appreciation and the level of
inventory. Prices for branded pharmaceuticals tend to rise, which results in an increase in cost of products sold,
whereas prices for generic pharmaceuticals tend to decline, which results in a decrease in cost of products sold.

The LIFO method presumes that the most recent inventory purchases are the first items sold, so LIFO helps
us better match current costs and revenue. Using LIFO, if branded pharmaceutical inventory levels decline, the
result generally will be a decrease in future cost of products sold: prices for branded pharmaceuticals tend to rise
over time, so our older inventory is held at a lower cost. Conversely, if generic pharmaceutical inventory levels
decline, future cost of products sold generally will increase: prices for generic pharmaceuticals tend to decline
over time, so our older inventory is held at a higher cost. We believe that the average cost method of inventory
valuation reasonably approximates the current cost of replacing inventory within the Pharmaceutical distribution
facilities. Accordingly, the LIFO reserve is the difference between (a) inventory at the lower of LIFO cost or
market and (b) inventory at replacement cost determined using the average cost method of inventory valuation.
In fiscal 2010 and 2009, we did not record any LIFO reserve reductions.

The remaining inventory is stated at the lower of cost, using the FIFO (“first in, first out”) method, or
market.

If we had used the average cost method of inventory valuation for all inventory within the Pharmaceutical
distribution facilities, the value of inventories would not have changed in fiscal 2010 or fiscal 2009. In fact,
primarily because prices for our generic pharmaceutical inventories have continued to decline, inventories at
LIFO were $37.7 million and $34.9 million higher than the average cost value as of June 30, 2010, and 2009,
respectively. However, we do not record inventories in excess of current market value.

33



Inventories recorded on the consolidated balance sheets are net of reserves for excess and obsolete
inventory, which were $34.4 million at June 30, 2010, and $39.5 million at June 30, 2009. We determine reserves
for inventory obsolescence based on historical experiences, sales trends, specific categories of inventory and age
of on-hand inventory. If actual conditions are less favorable than our assumptions, additional inventory reserves
may be required. However, these reserves are unlikely to have a material adverse impact on the consolidated
financial statements.

Goodwill and Other Intangibles

Purchased goodwill and intangible assets with indefinite lives are not amortized, but instead are tested for
impairment annually or when indicators of impairment exist. Intangible assets with finite lives—primarily
customer relationships and patents and trademarks—continue to be amortized over their useful lives. Impairment
testing involves a comparison of estimated fair value to the respective carrying amount. If estimated fair value
exceeds the carrying amount, then no impairment exists. If the carrying amount exceeds the estimated fair value,
then a second step is performed to determine the amount of impairment which would be recorded as an expense
to our results of operations.

Application of goodwill impairment testing involves judgment, including but not limited to, the
identification of reporting units and estimating the fair value of each reporting unit. A reporting unit is defined as
an operating segment or one level below an operating segment. In fiscal 2010, we identified three reporting
units: Pharmaceutical segment excluding our nuclear and pharmacy services division, Medical segment and
nuclear and pharmacy services division. Fair values can be determined using market, income or cost-based
approaches. Our determination of estimated fair value of the reporting units is based on a combination of income-
based and market-based approaches. Under the market-based approach we determine fair value by comparing our
reporting units to similar businesses, or guideline companies whose securities are actively traded in public
markets. Under the income-approach, we use a discounted cash flow model in which cash flows anticipated over
several periods, plus a terminal value at the end of that time horizon, are discounted to their present value using
an appropriate rate of return. To further confirm the fair value, we compare our aggregate fair value of our
reporting units to our market capitalization. The use of alternate estimates and assumptions or changes in the
industry or peer groups could materially affect the determination of fair value for each reporting unit and
potentially result in goodwill impairment.

We performed annual impairment testing in fiscal 2010 and concluded that there were no impairments of
goodwill as the fair value of each reporting unit exceeded its carrying value. Due to the Spin-Off and
reorganization of the reporting units, goodwill was also tested for impairment in the first quarter of fiscal
2010. Based on this analysis there was no impairment. We also performed annual impairment testing in fiscal
2009 and 2008 using similar fair value approaches; however, our market-based approach historically included a
review of the price/earnings ratio for publicly traded companies that were similar in nature, scope and size to our
reporting units to the extent available. Based on this analysis there was no impairment. See Note 6 of “Notes to
Consolidated Financial Statements” for additional information regarding goodwill and other intangible assets.

If we alter our impairment testing by increasing the discount rate in the discounted cash flow analysis by
1%, there still would not be any impairment indicated for any of our reporting units for fiscal 2010 or 2009.

Vendor Reserves

In the ordinary course of business, our vendors may dispute deductions or billings taken against payments
otherwise due to them. These disputed transactions are researched and resolved based upon our policy and
findings of the research performed. At any given time, there are outstanding items in various stages of research
and resolution. In determining appropriate reserves for areas of exposure with our vendors, we assess historical
experience and current outstanding claims. We have established various levels of reserves based on the type of
claim and status of review. Though the transaction types are relatively consistent, we periodically refine our
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estimate methodology by updating the reserve estimate percentages to reflect actual historical experience.
Changes to the estimate percentages affect the cost of products sold in the period in which the change was made.

Vendor reserves were $26.8 million at June 30, 2010, and $53.6 million at June 30, 2009. Approximately
57% of the vendor reserve at June 30, 2010, pertained to the Pharmaceutical segment, compared to 80% at the
end of fiscal 2009. The reserve balance will fluctuate due to variations of outstanding claims from period to
period, timing of settlements, and specific vendor issues, such as bankruptcies.

The ultimate outcome of certain claims may be different than our original estimate and may require
adjustment. We believe, however, that reserves recorded for such disputes are adequate based upon current facts
and circumstances.

Provision for Income Taxes
Our income tax expense, deferred tax assets and liabilities, and unrecognized tax benefits reflect

management’s assessment of estimated future taxes to be paid on items in the financial statements.

Deferred income taxes arise from temporary differences between financial reporting and tax reporting bases
of assets and liabilities, as well as net operating loss and tax credit carryforwards for tax purposes. The following
table presents information about our tax position:

Net loss and credit carryforwards  Net valuation allowance

Year ended Net deferred income tax Net deferred income tax included in net deferred income (in millions) against

June 30, assets (in millions) liabilities (in billions) tax assets (in millions) deferred tax assets (1)
2010 $578 $1.2 $197 $183
2009 $622 $1.8 $193 $152

(1) This valuation allowance primarily relates to federal, state and international loss carryforwards for which
the ultimate realization of future benefits is uncertain.

Expiring carryforwards and the required valuation allowances are adjusted annually. After applying the
valuation allowances, we do not anticipate any limitations on our use of any of the other net deferred income tax
assets described above.

We believe that our estimates for the valuation allowances against deferred tax assets and unrecognized tax
benefits are appropriate based on current facts and circumstances. However, other companies applying
reasonable judgment to the same facts and circumstances could develop different estimates. The amount we
ultimately pay when matters are resolved may differ from the amounts accrued.

Tax benefits from uncertain tax positions are 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% likely of being realized upon settlement (see Note 1 of “Notes to Consolidated Financial Statements” for a
detailed disclosure of the unrecognized tax benefits).

If any of our assumptions or estimates were to change, an increase or decrease in our effective tax rate by
1% on earnings before income taxes and discontinued operations would have caused income tax expense to
increase or decrease by $12.1 million for fiscal 2010.

Share-based Compensation

All share-based payments to employees, including grants of options, are recognized in the consolidated
statements of earnings based on the grant date fair value of the award. The fair value of stock options is
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determined using a lattice valuation model. We believe the lattice model provides for better estimates because it
has the ability to take into account employee exercise patterns based on changes in our stock price and other
variables and it provides for a range of input assumptions.

During 2010, we calculated separate option valuations for two separate groups of employees. During fiscal
2009 and 2008, we calculated separate option valuations for three separate groups of employees. The groups
were determined using similar historical exercise behaviors. The expected life of the options granted was
calculated from the option valuation model and represents the length of time in years that the options granted are
expected to be outstanding. Expected volatilities are based on implied volatility from traded options on our
Common Shares and historical volatility over a period of time commensurate with the contractual term of the
option grant (7 years). As required, the forfeiture estimates will be adjusted to reflect actual forfeitures when an
award vests. The actual forfeitures in future reporting periods could be higher or lower than our current
estimates. '

Item 7A:  Quantitative and Qualitative Disclosures about Market Risk

Our businesses are exposed to cash flow and earnings fluctuations as a result of certain market risks. These
market risks primarily relate to foreign exchange, interest rate, and commodity related changes. We maintain a
comprehensive hedging program to manage volatility related to these market exposures which employs
operational, economic, and derivative financial instruments in order to mitigate risk. See Notes 1 and 12 of
“Notes to Consolidated Financial Statements” for further discussion regarding our use of derivative instruments.

Foreign Exchange Rate Sensitivity

By nature of our global operations, our businesses are exposed to cash flow and earnings fluctuations
resulting from foreign exchange rate variation. These exposures are transactional and translational in nature.
Since we manufacture and sell products throughout the world, our foreign currency risk is diversified. Principal
drivers of this diversified foreign exchange exposure include the Canadian dollar, European euro, Mexican peso,
and Thai baht. »

Transactional Exposure

Our businesses’ transactional exposure arises from the purchase and sale of goods and services in currencies
other than our functional currency or the functional currency of our subsidiaries. As part of our risk management
program, at the end of each fiscal year we perform a sensitivity analysis on our forecasted transactional exposure
for the upcoming fiscal year. The fiscal 2010 and fiscal 2009 analyses utilize a currency portfolio model,
encompassing both implied volatility and historical correlation to estimate the net potential gain or loss. These
analyses included the estimated impact of our hedging program, which mitigates our businesses’ transactional
exposure. At June 30, 2010 and 2009, we had hedged approximately 45% and 46%, respectively, of our
businesses’ transactional exposures. The following table summarizes the analysis as it relates to our businesses’
transactional exposure (in millions):

2010 2009
Net estimated transactional exposure ................ ... ...ccuuuu... e $318.9 $336.9
Sensitivity gain/loss ... ... ... $ 353 $ 454
Estimated offsetting impactofhedges .......... ... ... ............. e e (17.8) (22.5)
Estimated net gain/loss ...................... ... . . . ..., e $175 $ 229

Translational Exposure

Our businesses also have exposure related to the translation of financial statements of our foreign divisions
into U.S. dollars, our functional currency. We perform a similar analysis as described above related to this
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translational exposure. We do not typically hedge any of our translational exposure and no hedging impact was
included in our analysis at June 30, 2010 and 2009. The following table summarizes our businesses’ translational
exposure and the impact of a hypothetical 10% strengthening or weakening in the U.S. dollar (in millions):

2010 2009
Net estimated translational €XpOSUIE ... ... ...ttt e $353 $63.3
Sensitivity ZaIN/lOSS ..ottt e e e e $35 $63

Interest Rate Sensitivity

We are exposed to changes in interest rates primarily as a result of our borrowing and investing activities to
maintain liquidity and fund business operations. The nature and amount of our long-term and short-term debt can
be expected to fluctuate as a result of business requirements, market conditions and other factors. Our policy is to
manage exposures to interest rates using a mix of fixed and floating rate debt as deemed appropriate by
management. We utilize interest rate swap instruments to mitigate our exposure to interest rate movements.

As part of our risk management program, we annually perform a sensitivity analysis on our forecasted
exposure to interest rates for the following fiscal year. This analysis assumes a hypothetical 10% change in
interest rates. At June 30, 2010 and 2009, the potential increase or decrease in interest expense under this
analysis as a result of this hypothetical change was $0.3 million and $0.1 million, respectively.

Commodity Price Sensitivity

We purchase certain commodities for use in our manufacturing and distribution processes, which include
latex, nitrile, diesel fuel and polypropylene, among others. We typically purchase these commodities at market
prices, and as a result, are affected by price fluctuations. As part of our risk management program, we perform
sensitivity analysis on our forecasted commodity exposure for the following fiscal year. At June 30, 2010 and
2009, we had hedged a portion of these commodity exposures (see Note 12 of “Notes to Consolidated Financial
Statements” for further discussion). The table below summarizes our analysis of these forecasted commodity
exposures and a hypothetical 10% fluctuation in commodity prices as of June 30, 2010 and 2009 (in millions):

2010 2009
Estimated commodity EXPOSUIE . . ..o vttt et e ettt e et $2404 $117.8
Sensitivity Gain/lOSS ..ottt e e $240 $ 11.8
Estimated offsetting impact of hedges ......... ... . . (1.2) (1.0)
Estimated net ain/loss . ... ...ttt $ 228 $ 108

We also have exposure to certain energy related commodities, including natural gas and electricity through
our normal course of business. These exposures result primarily from operating our distribution, manufacturing,
and corporate facilities. In certain deregulated markets, we from time to time enter into long-term purchase
contracts to supply these items at a specific price.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the accompanying consolidated balance sheets of Cardinal Health, Inc. and subsidiaries (the
“Company”) as of June 30, 2010 and 2009, and the related consolidated statements of earnings, shareholders’
equity, and cash flows for each of the three years in the period ended June 30, 2010. Our audits also included the
financial statement schedule listed in the Index at Item 15(a)(2). These financial statements and schedule are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these financial
statements and the schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated
financial position of the Company as of June 30, 2010 and 2009, and the consolidated results of their operations
and their cash flows for each of the three years in the period ended June 30, 2010, in conformity with the U.S.
generally accepted accounting principles. Also, in our opinion, the related financial statement schedule, when
considered in relation to the basic financial statements taken as a whole, presents fairly in all material respects
the information set forth therein.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the Company’s internal control over financial reporting as of June 30, 2010, based on criteria
established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of
the Treadway Commission and our report dated August 26, 2010 expressed an unqualified opinion thereon.

/s/ Ernst & Young LLP
Ernst & Young LLP
Columbus, Ohio
August 26, 2010
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CARDINAL HEALTH, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF EARNINGS

Fiscal Year Ended June 30,

2010 2009 2008
(In millions, except per common share amounts)
Revenue . ... $98,502.8 $95,991.5 $87,408.2
Costof products sold .. ... 94,722.1 92,244.0 83,631.1
Gross margin . ...........ui i 3,780.7 3,747.5 3,777.1
Operating expenses
Distribution, selling, general and administrative expenses ...... 2,408.0 2,333.5 2,340.6
Restructuring and employee severance . .................... 90.7 104.7 553
Acquisition related costs ............. ... ... 8.4 2.8 2.6
Impairments and (gain)/loss on sale of assets ................ 29.1 13.9 (33.3)
Litigation (credits)/charges, net . .................ccouun... 62.4) 52 19.5
Operating €arnings . .. ...........oouuiieinee . 1,306.9 1,287.4 1,392.4
Other (income)/expense, Net . ..............ouureirrnnnnnnni. (13.5) 13.2 (38.8)
Interest eXpense, et . .........ouuur e 113.5 114.4 136.1
Loss on extinguishment of debt . . ............................. 39.9 0.0 0.0
Gain on sale of CareFusion common stock ...................... (44.6) 0.0 0.0
Earnings before income taxes and discontinued operations . . ....... 1,211.6 1,159.8 1,295.1
Provision for income taxes ............oii i 624.6 401.6 4479
Earnings from continuing operations .......................... 587.0 758.2 847.2
Earnings from discontinued operations, netof tax ................ 55.2 3934 453.4
Netearnings .. ..ottt e e $ 6422 $ 1,151.6 $ 1,300.6
Basic earnings per Common Share: .
Continuing Operations .................ououeeiinnnn. .. $ 1.64 $ 2.12 $ 237
Discontinued operations . ....................0..\. ... 0.15 1.10 1.26
Net basic earnings per Common Share ..................... $ 179 $§ 322 $ 363
Diluted earnings per Common Share:
Continuing operations ............... ..., $ 162 § 210 $ 233
Discontinued operations ................... ... .. ........ 0.15 1.08 1.24
Net diluted earnings per Common Share . . .................. $ 177 $ 318 $ 357
Weighted average number of Common Shares outstanding:
Basic . ... 358.8 357.6 358.2
Diluted ........oo 361.4 361.5 364.0

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

June 30, June 30,
2010 2009

(In millions)

ASSETS
Current assets:
Cash and eqUivalents . ... ... .. ..voneont et $ 2,7553 $ 1,221.6
Trade 1eceivables, TIEE . ..ot v et e e e i 5,170.6 52149
TIOVEIEOTIES -« o v e et et e e et e et ettt 6,355.9 6,832.8
Prepaid expenses and other .. ... ... 637.1 523.0
Assets from businesses held for sale and discontinued operations ............... 0.0 7,189.4
TOtal CUITENE ASSELS .« « « v v v e e et e e e e e et e e 14,9189  20,981.7
Property and equipment, at cost:
Land, buildings and improvements . . ............oeueeneeanner e 1,121.5 1,110.8
Machinery and qUIPIMENE . . . ... vvvvnntut e 1,868.8 1,777.8
Furniture and FIXTUTES . . oo vttt e e et 103.4 112.7
Total property and equipment, At COSL . . ... v uvvriienne e 3,093.7 3,001.3
Accumulated depreciation and amortization . .. ... (1,624.9) (1,536.8)
Property and eqUipment, Nt . . ... .«..vuutnrmnt e 1,468.8 1,464.5
Other assets:
Investment in CareFusSion . ... ...ttt 691.5 0.0
Goodwill and other intangibles, et . ... ...t 2,253.2 2,266.9
10T AU 657.8 405.7
TOLAL ASSELS .+ + v v e e e e e e e e e e e e e e e e $19,990.2 $25,118.8

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:

Current portion of long-term obligations and other short-term borrowings ........ $ 2332 $§ 3662
AcCoUnts Payable ... ... 9,494.9 9,041.9
Other accrued Habilities . .. ..t e e 1,809.5 1,496.2
Liabilities from businesses held for sale and discontinued operations ............ 0.0 1,370.9
Total current HADIEES . . oot et et ie e e 11,537.6 12,2752
Long-term obligations, less CUrtent portion ...............oooereenereneeenes 1,896.1 3,271.6
Deferred income taxes and other liabilities . ... ... oo 1,280.4 847.3

Shareholders’ equity:
Preferred Shares, without par value: . ...t
Authorized—0.5 million shares, Issued—none 0.0 0.0
Common Shares, without par value: . ...
Authorized—755.0 million shares, Issued—363.6 million shares and

363.7 million shares at June 30, 2010 and 2009, respectively 2,889.9 3,031.6
Retained Carnings . ... eveeoinnnnnneeeeen e 2,647.2 5,953.9
Common Shares in treasury, at cost: 7.2 million shares and 3.7 million shares at

Tune 30, 2010 and 2009, respectively . .......oooivii i (331.0) (343.0)
Accumulated other comprehensive income . ... 70.0 82.2
Total shareholders” eqUity . ... ..o vvvvr e 5,276.1 8,724.1
Total liabilities and shareholders” equity . .........c..ovviiineeenens $19,990.2 $25,118.8

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

Common Shares Accgnlllulated Total
Shares Retained w Comprtelf:nsive Sharez:;ders’
Issued Amount FEarnings Shares Amount Income/(Loss) Equity
(In millions)
BALANCE JUNE 30,2007 ............... 493.0 $ 3,931.3 $11,539.9 (124.9)$(8,215.3)  $ 121.0 $ 7,376.9
Comprehensive income:
Netearnings ....................... 1,300.6 1,300.6
Foreign currency translation
adjustments ...................... 93.2 932
Unrealized loss on derivatives, net of
WX oo (5.3) (5.3)
Net change in minimum pension liability,
netoftaXx ...............ooia...., 1.9 1.9
Total comprehensive income .......... 1,390.4
Impact of adopting income tax guidance (see
Note9) ... (139.3) (139.3)
Employee stock plans activity, including tax
benefits of $42. 1 million ................ 0.3) 97.8 6.1 293.2 391.0
Treasury shares acquired ................. (16.8) (1,091.6) (1,091.6)
Retirement of treasury shares .............. (128.0) (1,027.9) (7,505.1) 128.0 8,533.0 0.0
Dividends declared ...................... (179.9) (179.9)
BALANCE JUNE 30,2008 ............... 3647 3,001.2 50162 (7.6) (480.7) 210.8 7,747.5
Comprehensive income:
Netearnings ....................... 1,151.6 1,151.6
Foreign currency translation
adjustments ...................... (122.5) (122.5)
Unrealized loss on derivatives, net of
X (0.8) 0.8)
Net change in pension liability, net of
fax .o (5.3) 5.3)
Total comprehensive income .......... 1,023.0
Employee stock plans activity, including tax
expense of $2.9 million................. (1.0) 30.4 3.9 137.7 168.1
Dividendsdeclared ...................... (213.9) (213.9)
BALANCE JUNE 30,2009 ............... 363.7 3,031.6 59539 (3.7) (343.0) 82.2 8,724.7
Comprehensive income:
Netearnings ....................... 642.2 642.2
Foreign currency translation
adjustments ...................... 97.2) 97.2)
Unrealized gain on derivatives, net of
X 23.8 23.8
Unrealized gain on investment in
CareFusion, netof tax .............. 61.2 61.2
Total comprehensive income .......... 630.0
Employee stock plans activity, including tax
expense of $16.1 million................ 0.1y @417 3.9 261.9 120.2
Treasury shares acquired ................. (74) (2499 (249.9)
Dividends declared ................... ... (259.5) (259.5)
Non-cash dividend issued in connection with
Spin-off .......... ... ...l (3,689.4) (3,689.4)
BALANCE JUNE 30,2010 ............... 363.6 $2,889.9 § 2,6472 (7.2)$ (331.0) $ 70.0 $5,276.1

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

CASH FLOWS FROM OPERATING ACTIVITIES:
INEE @ATTHIES .+« « + e v eeeven s n e s e a e a et
Earnings from discontinued Operations . .............oooerrereeeaenrs

Earnings from continuing Operations ..............ccoeoe e oeaenes
Adjustments to reconcile earnings from continuing operations to net cash from
operations:
Depreciation and amMOTHZAtON . . . ... v vvveevenerr e
Loss on extinguishment of debt . ... ... ooiuiu e
Gain on sale of CareFusion common Stock . ...
Impairments and (gain)/loss on sale OF @SSELS « v v ve e e iae e
Share-based COMPENSAION ..« v v vvene e arsne et
Provision for deferred iNCOME (AXES . .. oo vvvvvvrrrrr e s
Provision for bad debts ... ..ot
Change in operating assets and liabilities, net of effects from acquisitions:
Decrease/(increase) in trade receivables . ...t
Decrease/(increase) in iNVENLOIES + . . .o vevt i
Increase/(decrease) in accounts payable ..o
Other accrued liabilities and operating items, Net ... ... ovvvi e

Net cash provided by operating activities—continuing operations . ...........
Net cash provided by operating activities—discontinued operations ..........

Net cash provided by operating aCtivities . ...........coverereerernrnrncecs

CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from diveStitUIES . . .« oo et tiiee i
Acquisition of subsidiaries, net of cashacquired ..........coouiiiaiiiieiiinns
Net additions to property and eqUIPmMent . ..........oeiiairiree e
Proceeds from sale of CareFusion common stock . . .......oovhvvovrineeeennes
Sale of investment securities available forsale ........ .. oo

Net cash provided by/(used in) investing activities—continuing operations .. ..
Net cash used in investing activities—discontinued operations ..............

Net cash provided by/(used in) investing ACHVILIES © oo v eve v iiee e

CASH FLOWS FROM FINANCING ACTIVITIES:
Reduction of long-term obligations . .. .. ...t
Proceeds from long-term obligations, net of iSSUANCE COSES .. .. v .vvvvneneenes
Proceeds from issuance of Common Shares ...........oceneriinnireeeens
Tax proceeds/(disbursements) from exercises of stock options . .......... . oe..
Payment of premiums for debt extinguishment . . .......ooviniiiaae
Dividends on Common Shares ... ......oeementrrieaneeenmnaareneesores
Purchase of treasury SHATES ... ... ouvvnnvenremnr et e

Net cash used in financing activities—continuing operations . ...............
Net cash provided by/(used in) financing activities—discontinued operations . ..

Net cash used in financing aCVIHES . ... ..o vvooninireea s

NET INCREASE IN CASH AND EQUIVALENTS ............oooivnncnenens
CASH AND EQUIVALENTS AT BEGINNING OF YEAR ...

CASH AND EQUIVALENTS ATEND OF YEAR ... ...oovnvnihineveeens

SUPPLEMENTAL INFORMATION:
Cash payments for:
TIEEEESE - o v v v eee e et eia e e
TRICOMIE TAXES .« o o v e ee e e e e e e e e e e e e
Non-cash investing and financing transactions for:
Retained investment in CareFusion at date of Spin-Off ....................
Non-cash dividend in connection with Spin-Off ...........oovvennivnenes

Fiscal Year Ended June 30,

2010

2009

2008

(In millions)

$ 6422 $1,151.6 $1,300.6

(55.2) (393.4)  (4534)
587.0 758.2 847.2
254.4 225.8 220.0
39.9 0.0 0.0
(44.6) 0.0 0.0
29.1 13.9 (32.7)
99.5 109.9 107.9
120.2 149.4 (36.9)
26.8 51.4 19.9
206  (713.6)  (296.1)
4774  (431.2) 634.3
451.0 768.1 (848.2)
(74.6) 19.3 388.5

1,986.7 9512 1,003.9
1474 4727 537.8

21341 14239  1,5417
154.1 1233 49.1
(32.0) (128.6) @7
(255.8)  (408.3)  (155.8)
270.7 0.0 0.0
0.0 0.0 132.0
1370  (413.6) 20.6
9.9 (1293)  (747.0)
1271 (542.9)  (726.4)

(1,485.5)  (301.4) (3.9)
0.0 0.0 300.3
40.0 39.2 2279
(16.1) (2.9) 42.1
(66.4) 0.0 0.0
(253.1)  (2004)  (173.1)
(230.2) 0.0 (1,181.6)

(2011.3)  (465.5)  (788.3)

1,283.8 Q.7 (14.9)
(7275) (4682)  (803.2)

1,533.7 412.8 12.1

1,221.6 808.8 796.7

$27553 $1,221.6 $ 8088
$ 1584 $ 2018 § 23938
$ 5137 $ 4293 $ 116.0
$ 831 $ 00 $ 00
$36804 $ 00 $ 00

The accompanying notes are an integral part of these consolidated statements.
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CARDINAL HEALTH, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cardinal Health, Inc., an Ohio corporation formed in 1979, is a global healthcare solutions company
providing products and services that help hospitals, physician offices, pharmacies and other healthcare providers
reduce costs, improve safety and productivity, and deliver better care to patients. References to “we”, “our” and
similar pronouns in these consolidated financial statements shall be deemed to be references to Cardinal Health,
Inc. and its majority-owned subsidiaries unless the context otherwise requires.

Our fiscal year ends on June 30. References to fiscal 2010, 2009 and 2008 in these consolidated financial
statements shall be deemed to be references to the fiscal years ended June 30, 2010, 2009 and 2008, respectively.

Spin-Off of CareFusion Corporation. Effective August 31, 2009, we completed the distribution to our
shareholders of 81% of the then outstanding common stock of CareFusion Corporation (“CareFusion™) and
retained the remaining 41.4 million shares of CareFusion common stock (the “Spin-Off”"). Under the
requirements of the Private Letter Ruling obtained from the Internal Revenue Service, we are required to dispose
of the retained shares of CareFusion common stock within five years of the Spin-Off. During fiscal 2010, we
disposed of 10.9 million shares of CareFusion common stock. Refer to Note 7 for additional information
regarding our investment in CareFusion. While we are a party to a separation agreement and various other
agreements relating to the separation, including a transition services agreement, a tax matters agreement, an
employee matters agreement, intellectual property agreements and other commercial agreements, we have
determined that we have no significant continuing involvement in the operations of CareFusion. Accordingly, the
net assets of CareFusion are presented separately in these consolidated financial statements as assets from
businesses held for sale and discontinued operations and the operating results of CareFusion are presented within
discontinued operations for all periods presented through the date of the Spin-Off.

For fiscal 2009, we had three reportable segments—Healthcare Supply Chain Services, Clinical and Medical
Products and All Other. Effective July 1, 2009, we changed our reportable segments to: Pharmaceutical, Medical
and CareFusion. The Pharmaceutical segment encompasses the businesses previously within the Healthcare
Supply Chain Services segment that distributed pharmaceutical, radiopharmaceutical and over-the-counter
healthcare products as well as the businesses previously within the All Other segment. The Medical segment
encompasses the remaining businesses within the Healthcare Supply Chain Services segment as well as certain
surgical and exam gloves, surgical drapes and apparel and fluid management businesses previously within the
Clinical and Medical Products segment. The CareFusion segment encompasses the businesses previously within
the Clinical and Medical Products segment excluding the above-referenced surgical and exam gloves, surgical
drapes and apparel and fluid management businesses and includes all businesses included in the Spin-Off.

In connection with the Spin-Off, we reorganized our reportable segments into two segments: Pharmaceutical
and Medical. See Note 16 for information about these segments.

Our Relationship with CareFusion. On July 22, 2009, we entered into a separation agreement with
CareFusion to effect the Spin-Off and provide a framework for our relationship with CareFusion after the Spin-
Off. In addition, on August 31, 2009, we entered into a transition services agreement, a tax matters agreement, an
employee matters agreement, intellectual property agreements and certain other commercial agreements with
CareFusion. These agreements, including the separation agreement, between CareFusion and us provide for
allocation of assets, employees, liabilities and obligations (including investments, property and employee
benefits and tax-related assets and liabilities) attributable to periods prior to, at and after the Spin-Off and govern
certain relationships between CareFusion and us after the Spin-Off.
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Pursuant to the transition services agreement, during fiscal 2010, we recognized $99.2 million in transition
service fee income, which approximately offsets the costs associated with providing the transition services.
Additionally, during fiscal 2010 we purchased $605.6 million of CareFusion trade receivables pursuant to an
accounts receivable factoring arrangement between CareFusion and us.

Under the tax matters agreement, CareFusion is obligated to indemnify us for certain tax exposures and
transaction taxes prior to the Spin-Off. As of June 30, 2010, we have a $244.6 million indemnification receivable
on our balance sheet related to this item.

Basis of Presentation. Our consolidated financial statements include the accounts of all majority-owned
subsidiaries, and all significant intercompany transactions and amounts have been eliminated. Certain prior year
balances have been reclassified to conform to the current year presentation. The results of businesses acquired or
disposed of are included in the consolidated financial statements from the effective date of the acquisition or up
to the date of disposal. '

Use of Estimates. The consolidated financial statements are prepared in accordance with accounting
principles generally accepted in the United States (“GAAP”). The preparation of financial statements in
accordance with GAAP requires us to make estimates, judgments and assumptions that affect the amounts
reported in the consolidated financial statements and accompanying notes. Estimates, judgments and assumptions
are used in the accounting and disclosure related to, among other items, allowance for doubtful accounts,
inventory valuation, goodwill and intangible asset impairment, vendor reserves, share-based compensation, and
income taxes. Actual amounts could ultimately differ from these estimated amounts.

Cash Equivalents. We consider all liquid investments purchased with a maturity of three months or less to
be cash equivalents. The carrying value of cash equivalents approximates fair value.

Receivables. Trade receivables are primarily comprised of amounts owed to us through our distribution
businesses and are presented net of an allowance for doubtful accounts of $131.4 million and $111.8 million at
June 30, 2010 and 2009, respectively. An account is considered past due on the first day after its due date. In
accordance with contract terms, we generally have the ability to charge customer’s service fees or higher prices if
an account is considered past due. We continuously monitor past due accounts and establish appropriate reserves
to cover potential losses. We will write-off any amounts deemed uncollectible against the established allowance
for doubtful accounts.

We provide financing to various customers. Such financing arrangements range from 90 days to 10 years, at
interest rates that generally are subject to fluctuation. Interest income on these accounts is recognized as it is
earned. The financings may be collateralized, guaranteed by third parties or unsecured. Finance notes and
accrued interest receivables were $109.9 million (current portion $20.9 million) and $54.0 million (current
portion $26.8 million) at June 30, 2010 and 2009, respectively, and are included in other assets (current portion is
included in prepaid expenses and other). Finance notes receivable are reported net of an allowance for doubtful
accounts of $8.3 million and $5.2 million at June 30, 2010 and 2009, respectively.

Concentrations of Credit Risk and Major Customers. We maintain cash depository accounts with major
banks throughout the world and invest in high quality short-term liquid instruments. Such investments are made
only in instruments issued or enhanced by high quality institutions. These investments mature within three
months and we have not incurred any related losses.

Our trade receivables, lease receivables, and finance notes and accrued interest receivables are exposed to a
concentration of credit risk with customers in the retail and healthcare sectors. Credit risk can be affected by
changes in reimbursement and other economic pressures impacting the hospital and acute care sectors of the
healthcare industry. Such credit risk is limited, however, due to supporting collateral and the diversity of the
customer base, including its wide geographic dispersion. We perform ongoing credit evaluations of our
customers’ financial conditions and maintain reserves for credit losses. Such losses historically have been within
our expectations.
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The following table summarizes all of our customers that individually account for at least 10% of revenue
and their corresponding percent of gross trade receivables. The customers in the table below are serviced through
our Pharmaceutical segment.

Percent of Gross
Trade Receivables at

Percent of Revenue June 30,

g@ w m 2010 2009
Walgreen Co. ... .. ouo i 24% 24% 20% 32% 36%
CVS Caremark Corporation ................c.coouuiuuninnennn.. 22% 21% 23% 21% 21%

Certain of our businesses have entered into agreements with group purchasing organizations (“GPOs™)
which act as purchasing agents that negotiate vendor contracts on behalf of their members.

The following table summarizes the revenue that was derived from GPO members through the contractual
arrangements established with Novation, LLC and Premier Purchasing Partners, L.P., our two largest GPO
relationships in terms of revenue:

Percent of Revenue
2010 2009 2008

GPO MEMDbETS . ... i e 15% 15% 15%

Our trade receivable balances are with individual members of the GPO and therefore no significant
concentration of credit risk exists with these types of arrangements.

Inventories. A substantial portion of our inventories (73% at June 30, 2010 and 74% June 30, 2009) are
valued at the lower of cost, using the LIFO method, or market. These inventories are included within the core
pharmaceutical distribution facilities of our Pharmaceutical segment (“Distribution facilities”) and are primarily
merchandise inventories. We believe that the average cost method of inventory valuation provides a reasonable
approximation of the current cost of replacing inventory within the Distribution facilities. As such, the LIFO
reserve is the difference between (a) inventory at the lower of LIFO cost or market and (b) inventory at
replacement cost determined using the average cost method of inventory valuation. In fiscal 2010 and 2009, we
did not record any LIFO reserve reductions.

If we had used the average cost method of inventory valuation for all inventory within the Distribution
facilities, inventories would not have changed in fiscal 2010 or fiscal 2009. In fact, primarily due to continued
generic pharmaceutical deflation, inventories valued at LIFO were $37.7 million and $34.9 million higher than
the average cost value as of June 30, 2010 and 2009, respectively. Our policy, however, is not to record
inventories in excess of replacement cost.

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

Inventories presented on the consolidated balance sheets are net of reserves for excess and obsolete
inventory which were $34.4 million and $39.5 million at June 30, 2010 and 2009, respectively. We reserve for
inventory obsolescence using estimates based on historical experiences, sales trends, specific categories of
inventory and age of on-hand inventory.

Cash Discounts. Manufacturer cash discounts are recorded as a component of inventory cost and recognized
as a reduction of cost of products sold when the related inventory is sold.

Property and Equipment. Property and equipment are carried at cost less accumulated depreciation. Property

and equipment held for sale are recorded at the lower of cost or fair value less cost to sell. Depreciation expense
is computed using the straight-line method over the estimated useful lives of the assets, including capital lease
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assets which are depreciated over the terms of their respective leases. We use the following range of useful lives
for our property and equipment categories: buildings and improvements—1 to 50 years; machinery and
equipment—-2 to 20 years; furniture and fixtures—3 to 10 years.

The following table shows depreciation expense for fiscal 2010, 2009 and 2008:

Fiscal Year Ended
June 30,
(in millions) 2010 2009 2008
DEPreciation EXPENSE . . .. ..ot ettt $233.4 %2069 $201.6

When certain events or changes in operating conditions occur, an impairment assessment may be performed
on the recoverability of the carrying amounts. Repairs and maintenance expenditures are expensed as incurred.
Interest on long-term projects is capitalized using a rate that approximates the weighted average interest rate on
long-term obligations, which was 5.5% at June 30, 2010. The amount of capitalized interest was immaterial for
all fiscal years presented.

Goodwill and Other Intangibles. Purchased goodwill and intangible assets with indefinite lives are not
amortized, but instead are tested for impairment annually or when indicators of impairment exist. Intangible
assets with finite lives—primarily customer relationships and patents and trademarks—continue to be amortized
over their useful lives. Impairment testing involves a comparison of estimated fair value to the respective
carrying amount. If estimated fair value exceeds the carrying amount, then no impairment exists. If the carrying
amount exceeds the estimated fair value, then a second step is performed to determine the amount of impairment,
which would be recorded as an expense to our results of operations.

Application of goodwill impairment testing involves judgment, including but not limited to, the
identification of reporting units and estimating the fair value of each reporting unit. A reporting unit is defined as
an operating segment or one level below an operating segment. In fiscal 2010, we identified three reporting
units: Pharmaceutical segment excluding our nuclear and pharmacy services division, Medical segment and
nuclear and pharmacy services division. Fair values can be determined using market, income or cost-based
approaches. Our determination of estimated fair value of the reporting units is based on a combination of income-
based and market-based approaches. Under the market-based approach we determine fair value by comparing our
reporting units to similar businesses, or guideline companies whose securities are actively traded in public
markets. Under the income-approach, we use a discounted cash flow model in which cash flows anticipated over
several periods, plus a terminal value at the end of that time horizon, are discounted to their present value using
an appropriate rate of return. To further confirm the fair value, we compare the aggregate fair value of our
reporting units to our market capitalization. The use of alternate estimates and assumptions or changes in the
industry or peer groups could materially affect the determination of fair value for each reporting unit and
potentially result in goodwill impairment.

We performed annual impairment testing in fiscal 2010 and concluded that there were no impairments of
goodwill as the fair value of each reporting unit exceeded its carrying value. Due to the Spin-Off and
reorganization of the reporting units, goodwill was also tested for impairment in the first quarter of fiscal
2010. Based on this analysis there was no impairment. We also performed annual impairment testing in fiscal
2009 and 2008 and determined there was no impairment. See Note 6 for additional information regarding
goodwill and other intangible assets.

Income Taxes. We account for income taxes using the asset and liability method. The asset and liability
method requires recognition of deferred tax assets and liabilities for expected future tax consequences of
temporary differences that currently exist between the tax bases and financial reporting bases of our assets and
liabilities. Deferred tax assets and liabilities are measured using enacted tax rates in the respective jurisdictions in
which we operate. Deferred taxes are not provided on the unremitted earnings of subsidiaries outside of the
U.S. when it is expected that these earnings are permanently reinvested.
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Tax benefits from uncertain tax positions are 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% likely of being realized upon settlement.

Accounting for Vendor Reserves. In the ordinary course of business, our vendors may dispute deductions or
billings taken against payments otherwise due to them. These disputed transactions are researched and resolved
based upon our policy and findings of the research performed. At any given time, there are outstanding items in
various stages of research and resolution. In determining appropriate reserves for areas of exposure with our
vendors, we assess historical experience and current outstanding claims. We have established various levels of
reserves based on the type of claim and status of review. Though the transaction types are relatively consistent,
we periodically refine our estimate methodology by updating the reserve estimate percentages to reflect actual
historical experience. The ultimate outcome of certain claims may be different than our original estimate and
may require adjustment. All adjustments to vendor reserves are included in cost of products sold. In addition, the
reserve balance will fluctuate due to variations of outstanding claims from period to period, timing of
settlements, and specific vendor issues, such as bankruptcies. The following table summarizes vendor reserves at
June 30, 2010 and 2009:

June 30,
(in millions) 2010 2009
VendOr TESEIVES . v o v vttt ettt et e e e e e e $26.8  $53.6

Accounting for Vendor Incentives. Fees for services and other incentives received from vendors, relating to
the purchase or distribution of inventory, are generally reported as a reduction of cost of products sold in the
consolidated statements of earnings. We consider these fees and other incentives to represent product discounts
and, as a result, the amounts are recorded as a reduction of product cost and are recognized through cost of
products sold upon sale of the related inventory.

Other Accrued Liabilities. Other accrued liabilities represent various current obligations including certain
accrued operating expenses and taxes payable.

Share-Based Compensation. All share-based compensation to employees, including grants of stock options,
is recognized in the consolidated statement of earnings based on the grant date fair value of the award. The fair
value of stock options is determined using a lattice valuation model. We believe the lattice model provides for
better estimates because it has the ability to take into account employee exercise patterns based on changes in our
stock price and other variables and it provides for a range of input assumptions.

The compensation expense recognized for all share-based awards is net of estimated forfeitures and is
recognized ratably over the service period of the award. We classify share-based compensation expense within
distribution, selling, general and administrative (“SG&A”) expenses to correspond with the same line item as the
majority of the cash compensation paid to employees. However, certain share-based compensation incurred in
connection with the Spin-Off is classified within restructuring and employee severance. See Note 17 for
additional information regarding share-based compensation.

Dividends. The following table summarizes the cash dividends per Common Share that we paid for fiscal
2010, 2009 and 2008:

Fiscal Year Ended
June 30,
(in millions) 2010 2009 2008
Cash dividends per Common Share ..............cooiiiiiiiinii i, $0.70 $0.56 $0.48



Revenue Recognition. We recognize revenue when persuasive evidence of an arrangement exists, product
delivery has occurred or the services have been rendered, the price is fixed or determinable and collectability is
reasonably assured. Revenue is recognized net of sales returns and allowances.

Pharmaceutical. This segment recognizes distribution revenue when title transfers to its customers and the
business has no further obligation to provide services related to such merchandise.

Revenue within this segment includes revenue from bulk customers. Substantially all deliveries to bulk
customers consist of product shipped in the same form that we received from the manufacturer. Bulk customers
have the ability to process large quantities of products in central locations and distribute these products to their
individual retail stores or facilities. Revenue from bulk customers is recognized when title transfers to the
customer and we have no further obligation to provide services related to such merchandise.

Revenue for deliveries that are directly shipped to customer warehouses from the manufacturer whereby we
act as an intermediary in the ordering and delivery of products is recorded gross in accordance with accounting
standards addressing reporting revenue on a gross basis as a principal versus on a net basis as an agent. This
revenue is recorded on a gross basis since we incur credit risk from the customer, bear the risk of loss for
incomplete shipments and do not receive a separate fee or commission for the transaction and, as such, are the
primary obligor.

Radiopharmaceutical revenue is recognized upon delivery of the product to the customer. Service-related
revenue, including fees received for analytical services or sales and marketing services, is recognized upon the
completion of such services.

Pharmacy management, third-party logistics and other service revenue is recognized as the services are
rendered according to the contracts established. A fee is charged under such contracts through a capitation fee, a
dispensing fee, a monthly management fee or an actual costs-incurred arrangement. Under certain contracts, fees
for services are guaranteed by us not to exceed stipulated amounts or have other risk-sharing provisions. Revenue
is adjusted to reflect the estimated effects of such contractual guarantees and risk-sharing provisions.

Medicine Shoppe International, Inc. and Medicap Pharmacies Incorporated earn franchise and origination
fees. Franchise fees represent monthly fees that are either fixed or based upon franchisees’ sales and are
recognized as revenue when they are earned.

Medical. This segment recognizes distribution revenue when title transfers to its customers and the business
has no further obligation to provide services related to such merchandise. Revenue from the sale of medical
products and supplies is recognized when title and risk of loss transfers to its customers, which is typically upon
delivery.

Multiple Segments or Business Units. Arrangements involving multiple segments or business units
containing no software or software that is incidental to the functionality of the product or service are accounted
for as revenue arrangements with multiple deliverables. If the deliverable meets the criterion of a separate unit of
accounting, revenue is allocated to each element based upon its relative fair value and recognized in accordance
with the applicable revenue recognition criteria for each element.

Sales Returns and Allowances. Revenue is recorded net of sales returns and allowances. We recognize sales
returns as a reduction of revenue and cost of products sold for the sales price and cost, respectively, when
products are returned. Our customer return policies generally require that the product be physically returned,
subject to restocking fees, and only allow customers to return products that can be added back to inventory and
resold at full value, or that can be returned to vendors for credit (“merchantable product”). Product returns are
generally consistent throughout the year, and typically are not specific to any particular product or customer.
Amounts recorded in revenue and cost of products sold under this accounting policy closely approximate what
would have been recorded had we accrued for sales returns and allowances at the time of the sale transaction.
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The following table summarizes sales returns and allowances for the fiscal years ended June 30, 2010, 2009
and 2008:

Fiscal Year Ended June 30,
(in millions) 2010 2009 2008

Sales returns and allOWANCES « . v ot vt e e et a e $1,516.2 $1,391.4 $1,191.5

Since we generally do not accept non-merchantable product returns from our customers, many of our
customers return non-merchantable pharmaceutical products to our vendors via third-parties. Generally, our
customers do not have a direct relationship with our vendors and, as such, our vendors pass the value of the
returns to us (usually in the form of an accounts payable deduction). We in turn pass the value received, less an
administrative fee, to our customer. In certain instances, we pass the estimated value of the return to our
customer prior to processing the deduction with our vendors. Although in general we believe we have
satisfactory contractual protections, we could be subject to allegations of liability from customers or vendors if
our administration of this overall process was deficient in some significant respect. In certain situations, we have
maintained reserves for such allegations based on their nature and our historical experience with their resolution.
Those reserves were not significant in fiscal 2010, 2009 or 2008.

Distribution Service Agreement and Other Vendor Fees. Our Pharmaceutical segment recognizes fees
received from its distribution service agreements and other fees received from vendors related to the purchase or
distribution of the vendor’s inventory when those fees have been earned and we are entitled to payment. We
recognize the fees as a reduction in the carrying value of the inventory that generated the fees and, as such, the
fees are recognized as a reduction of cost of products sold in our statements of earnings when that inventory is
sold.

Shipping and Handling. Shipping and handling costs are included in SG&A expenses in our consolidated
statements of earnings. Shipping and handling costs include all delivery expenses as well as all costs to prepare
the product for shipment to the end customer.

The following table summarizes shipping and handling costs for fiscal 2010, 2009 and 2008:

Fiscal Year Ended
June 30,
(in millions) 2010 2009 2008
Shipping and handling COSES . . ... .ottt $293.5 $289.7 $270.0

Shipping and handling revenue received was immaterial for all periods presented.

Translation of Foreign Currencies. Financial statements of our subsidiaries outside the U.S. generally are
measured using the local currency as the functional currency. Adjustments to translate the assets and liabilities of
these foreign subsidiaries into U.S. dollars are accumulated in shareholders’ equity through other comprehensive
income utilizing period-end exchange rates. Revenues and expenses of these foreign subsidiaries are translated
using average exchange rates during the year.

The following table summarizes the foreign currency translation gains/(losses) recognized in accumulated
other comprehensive income at June 30, 2010 and 2009:

June 30,
(in millions) 2010 2009
Foreign currency translation (gains)/1osses ..., $(1.0) $96.2

Foreign currency transaction gains and losses, calculated by utilizing weighted average exchange rates for
the period, are included in the consolidated statements of earnings in other (income)/expense, net, and were
immaterial for fiscal 2010, 2009 and 2008, respectively.
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Interest Rate and Currency Risk Management. All derivative instruments are recognized at fair value on the
balance sheet and all changes in fair value are recognized in net earnings or shareholders’ equity through other
comprehensive income, net of tax.

We use forward currency exchange contracts and interest rate swaps to manage our exposures to the
variability of cash flows primarily related to the foreign exchange rate changes of future foreign currency
transaction costs and to the interest rate changes on borrowing costs. These contracts are designated as cash flow
hedges.

We also use interest rate swaps to hedge changes in the value of fixed rate debt due to variations in interest
rates. Both the derivative instruments and underlying debt are adjusted to fair value through interest expense at
the end of each period. We use foreign currency forward contracts to protect the value of existing foreign
currency assets and liabilities. The remeasurement adjustments for any foreign currency denominated assets or
liabilities are included in other (income)/expense, net. The remeasurement adjustment is offset by the foreign
currency forward contract settlements which are also classified in other (income)/expense, net. These interest rate
swaps are designated as fair value hedges. The foreign currency forward contracts are designated as economic
hedges.

Certain derivative contracts are adjusted to current market values each period and qualify for hedge
accounting. Periodic gains and losses of contracts designated as cash flow hedges are deferred in accumulated
other comprehensive income until the underlying transactions are recognized. Upon recognition, such gains and
losses are recorded in net earnings as an adjustment to the carrying amounts of underlying transactions in the
period in which these transactions are recognized. For those contracts designated as fair value hedges, resulting
gains or losses are recognized in net earnings offsetting the exposures of underlying transactions.

Our policy requires that contracts used as hedges must be effective at reducing the risk associated with the
exposure being hedged and must be designated as a hedge at the inception of the contract. Hedging effectiveness
is assessed periodically. Any contract not designated as a hedge, or so designated but ineffective, is adjusted to
fair value and recognized in net earnings immediately. If a fair value or cash flow hedge ceases to qualify for
hedge accounting or is terminated, the contract would continue to be carried on the balance sheet at fair value
until settled and future adjustments to the contract’s fair value would be recognized in earnings immediately. If a
forecasted transaction was no longer probable to occur, amounts previously deferred in accumulated other
comprehensive income would be recognized immediately in earnings. Additional disclosure related to our
hedging contracts is provided in Note 12.

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

Recent Financial Accounting Standards. In June 2009, the Financial Accounting Standards Board (“FASB”)
issued new accounting guidance on the accounting for transfers of financial assets. This guidance improves the
relevance, representational faithfulness and comparability of information provided about a transfer of financial
assets, the effects of a transfer of financial assets on an entity’s financial statements, and a transferor’s continuing
involvement, if any, in financial assets transferred. This guidance is effective for fiscal years beginning after
November 15, 2009. As a result of this new guidance, we have determined that our committed receivables sales
facility will not qualify as an off-balance sheet arrangement beginning in fiscal 2011. At June 30, 2010, we had
no amounts outstanding under this facility.

In June 2009, the FASB issued new accounting guidance regarding the consolidation of variable interest
entities. This guidance improves the financial reporting by enterprises involved with variable interest entities.
This guidance is effective for fiscal years beginning after November 15, 2009. We do not expect the adoption of
this new accounting guidance to have a material impact on our financial position or results of operations.
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In January 2010, the FASB issued new disclosure guidance regarding fair value measurements. This
guidance improves the transparency of disclosures about the use of fair value measurements in financial
statements. This guidance is effective for interim and annual reporting periods beginning after December 15,
2009, with the exception of certain disclosure requirements regarding gross changes in Level 3 measurements,
which are not effective until fiscal years beginning after December 15, 2010. We adopted this new disclosure
guidance in the third quarter of fiscal 2010 and have included the required additional disclosures in this
Form 10-K.

2. ACQUISITIONS

Fiscal 2010. During fiscal 2010, we completed an acquisition that individually was not significant. The
aggregate purchase price of this acquisition, which was paid in cash, was $32.0 million, including the assumption
of $1.9 million of liabilities. The consolidated financial statements include the results of operations from this
business combination from the date of the acquisition. Had the transaction occurred at the beginning of fiscal
2009, consolidated results of operations would not have differed materially from reported results.

Fiscal 2009. During fiscal 2009, we completed an acquisition that individually was not significant. The
aggregate purchase price of this acquisition, which was paid in cash, was $128.6 million including potential
maximum contingent payments of $14.0 million. Assumed liabilities of this acquired business were $102.1
million. The consolidated financial statements include the results of operations from this business combination
from the date of acquisition. Had the transaction occurred at the beginning of fiscal 2008, consolidated results of
operations would not have differed materially from reported results.

Fiscal 2008. On May 12, 2008, we completed the acquisition of assets of privately held Enturia Inc.
(“Enturia”), a Leawood, Kansas-based manufacturer of products and services directed at the infection prevention
markets. The purchase price of the acquisition, which was paid in cash, was $490.0 million, including the
assumption of $14.2 million of liabilities, which included $5.1 million of debt.

The valuation of the acquired assets and liabilities resulted in goodwill of $327.8 million and identifiable
intangible assets of $129.4 million. We identified and valued intangible assets related to trade names and
trademarks, developed technology and customer relationships. The detail by category is as follows.

Amount Average

Category (in millions) Life (Years)
Trade names and trademarks . ....... ... ... . ... ... ol $ 191 10
Developed technology . ....... ... . i 25.3 10
Customer relationships . ....... ... .. . i 85.0 10
Total intangible assets acquired ................ ... $129.4

During fiscal 2008, we recorded a charge of $17.7 million related to the write-off of estimated in-process
research and development costs (“IPR&D”) associated with the Enturia acquisition. The portion of the purchase
price allocated to IPR&D in fiscal 2008 represented our preliminary estimate of the fair value of the research and
development projects in-process at the time of the acquisition. These projects had not yet reached technological
feasibility, were deemed to have no alternative use and, accordingly, were immediately expensed as acquisition
related costs at the acquisition date.

In connection with the Spin-Off, Enturia was transferred to CareFusion and has been reclassified to
discontinued operations for all periods through the date of the Spin-Off.

In addition, during fiscal 2008, we completed other acquisitions that individually were not significant. The
aggregate purchase price of these acquisitions, which was paid in cash, was $35.3 million, including the
assumption of $5.6 million of liabilities. In connection with the Spin-Off, $30.6 million of the total cash paid has
been reclassified to net cash used in investing activities—discontinued operations. The consolidated financial
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statements include the results of operations from each of these business combinations from the date of
acquisition. Had the transactions occurred at the beginning of fiscal 2007, consolidated results of operations
would not have differed materially from reported results. In connection with the Spin-Off, some of these
businesses have also been reclassified to discontinued operations for all periods through the date of the Spin-Off.

Acquisition Related Costs

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

3. RESTRUCTURING AND EMPLOYEE SEVERANCE
Restructuring Policy

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

Restructuring and Employee Severance

The following table summarizes activity related to our restructuring and employee severance costs during
fiscal 2010, 2009 and 2008:

Fiscal Year Ended
June 30,
(in millions) 2010 2009 2008
Employee related costs (1) ..ot e $32.9 $ 33.8 $30.0
Facility exit and other costs (2) ... ... .. e 57.8 709 253
Total restructuring and employee SEVEIrance . ............otirnierraeeraeennnenn. $90.7 $104.7 $55.3

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

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

Restructuring and employee severance for fiscal 2010, 2009 and 2008 included costs related to the
following significant projects:

Fiscal Year Ended
June 30,
(in millions) 2019 2009 2008
SPIn-Off (1) oot $64.5 $73.8 $ 0.0
Segment Realignment (2) .. ...t 20 157 0.2
Medical Headquarters Relocation (3) ....... .. ... i 0.1 1.0 283

(1) During fiscal 2009 and fiscal 2010, we incurred restructuring expenses related to the Spin-Off consisting of
employee-related costs, share-based compensation, costs to evaluate and execute the transaction, costs to
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separate certain functions and information technology systems and other one-time transaction related
costs. See Note 17 for further information regarding share-based compensation incurred in connection with
the Spin-Off. Also included within these costs is $18.6 million of costs related to the retirement of our
former Chairman and Chief Executive Officer upon completion of the Spin-Off.

(2) During fiscal 2009, we consolidated our businesses into two primary operating and reportable segments to
reduce costs and align resources with the needs of each segment (“Segment Realignment”). In connection
with the Spin-Off, these reportable segments have since been reorganized. Refer to Notes 1 and 16 for
additional information regarding our current reportable segments.

(3) In April 2007, we announced a plan to move our medical products distribution headquarters and certain
corporate functions from Waukegan, Illinois to our corporate headquarters in Dublin, Ohio.

In addition to the significant restructuring programs discussed above, from time to time we incur costs to
implement smaller restructuring efforts for specific operations within our segments. These restructuring plans
focus on various aspects of operations, including closing and consolidating certain manufacturing and
distribution operations, rationalizing headcount and aligning operations in the most strategic and cost-efficient
structure.

We estimate that we will incur additional costs in future periods associated with currently anticipated
restructuring activities totaling $14.5 million. These additional costs are primarily associated with the Spin-Off.

Restructuring and Employee Severance Accrual Rollforward

The following table summarizes activity related to liabilities associated with our restructuring and employee
severance activities during fiscal 2010, 2009 and 2008:

Employee Facility
Related Exit and

(in millions) Costs Other Costs Total
Balance at June 30, 2007 ... ..ot $14.1 $ 18 $ 159
AdditionS . ... . 30.0 253 553
Payments and other adjustments ................ ... .. ... ..., (21.6) 26.7) (48.3)
Balance at June 30,2008 .. ... .. ... 22.5 04 229
AddItioNS . ..o 33.8 70.9 104.7
Payments and other adjustments ............... .. .. .. ... .. . ... (43.1) (59.0) (102.1)
Balance at June 30,2000 .. ... .. ... 13.2 12.3 25.5
AdItionS .. ..o 329 57.8 90.7
Payments and other adjustments ............... .. .. ... ... ... ... (36.9) (62.7) (99.6)
Balance at June 30,2010 . . ... ... . $ 92 $ 74 $ 16.6

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

During fiscal 2010, we recognized an $18.1 million impairment charge related to the write-down of
SpecialtyScripts, LLC (“SpecialtyScripts™), a business within the Pharmaceutical segment, to net expected fair
value less costs to sell. See Note 5 for further information regarding the sale of SpecialtyScripts.

During fiscal 2008, we recognized a $23.3 million gain from a divestiture within the Pharmaceutical
segment.

5. DISCONTINUED OPERATIONS AND ASSETS HELD FOR SALE
CareFusion

Effective August 31, 2009, we completed the distribution to our shareholders of 81% of the then outstanding
common stock of CareFusion. Our retained investment in CareFusion common stock does not provide us the
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ability to influence the operating or financial policies of CareFusion and accordingly does not constitute
significant continuing involvement. We are required under the separation agreement to vote all of our CareFusion
shares in proportion to the votes cast by CareFusion’s other shareholders. Furthermore, while we are a party to a
separation agreement and various other agreements relating to the separation, including a transition services
agreement, a tax matters agreement, an employee matters agreement, intellectual property agreements and certain
other commercial agreements, we have determined that the continuing cash flows generated by these agreements,
which are expected to be eliminated within five years of the Spin-Off, and our investment in CareFusion
common stock, do not constitute significant continuing involvement in the operations of CareFusion.
Accordingly, the net assets of CareFusion are presented separately as discontinued operations and the operating
results are presented within discontinued operations for all periods presented through the date of the Spin-Off.

The results of CareFusion included in discontinued operations for fiscal 2010, 2009 and 2008 are
summarized as follows:

Fiscal Year Ended
June 30,
(in millions) 2010 (1) 2009 2008
REVEIUE . ..ottt e $592.1 $3,520.9 $3,567.3
Earnings before income taxes ..............uuiiineineneiiii. 43.7 507.2 627.0
INCOME taX EXPENSE . . v\ vttt ettt ettt e 28.7) (122.6) (178.2)
Earnings from discontinued operations ...................coueiiiiiea... 15.0 384.6 448.8

(1) Reflects the results of CareFusion through August 31, 2009, the effective date of the Spin-Off.

Interest expense was allocated to historical periods considering the debt issued by CareFusion in connection
with the Spin-Off and our overall debt balance. In addition, a portion of the corporate costs previously allocated
to CareFusion have been reclassified to the remaining two segments.

The following table summarizes the interest expense allocated to discontinued operations for CareFusion
during fiscal 2010, 2009 and 2008:

Fiscal Year Ended
June 30,
(in millions) 2010 2009 2008
Interest expense allocated to CareFusion ............ ..o, $12.8 $752 $84.1

There were no assets and liabilities from businesses held for sale for CareFusion at June 30, 2010. At
June 30, 2009, the major components of assets and liabilities from businesses held for sale for CareFusion were
as follows:

June 30,

(in millions) 2009
CUITEIE BSSELS .+ o v ot ettt et et e e et e e e e e e e e e e $1,832.0
Property and equipment .. ......... ... 408.5
Oher ASSEES . . ittt e e e 4,774.2

Total ASSELS . .ot $7,014.7
Current Habilities . . . . . ... oo $ 469.2
Long-term debtand other . .... ... .. .. .. . . . i e 8754

Total liabilities . ....... .. . $1,344.6

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

During the fourth quarter of fiscal 2007, we sold our businesses within the former Pharmaceutical
Technologies and Services segment, other than certain generic-focused businesses (the “PTS Business™). See
Note 7 of the “Notes to Consolidated Financial Statements” from the Annual Report on Form 10-K for the fiscal
year ended June 30, 2009 (the *“2009 Form 10-K”) for information regarding the sale of the PTS Business. We
incurred minor amounts of activity related to the PTS Business during fiscal 2009 as a result of changes in
certain estimates made at the time of the sale, activity under a transition services agreement and other
adjustments.

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

During the fourth quarter of fiscal 2009, we also committed to plans to sell SpecialtyScripts within our
Pharmaceutical segment, and SpecialtyScripts met the criteria for classification as held for sale in our financial
statements. During the third quarter of fiscal 2010, we completed the sale of SpecialtyScripts. Accordingly, the
net assets of this business are presented separately as assets held for sale on our consolidated balance sheet
through the date of sale. The results of SpecialtyScripts are reported within earnings from continuing operations
on our consolidated statements of earnings through the date of sale because it did not satisfy the criteria for
classification as discontinued operations. Additionally, the net assets held for sale of SpecialtyScripts were
recorded at the net expected fair value less costs to sell, as this amount was lower than its net carrying value.

The results of the PTS Business and Martindale included in discontinued operations for fiscal 2010, 2009
and 2008 are summarized as follows:

Fiscal Year Ended
June 30,
(in millions) 2010 2009 2008
REVEIUE . .ottt st e e e e e e e e e e e e $99.1 $100.5 $115.9
Earnings before income taxes ........... ...l 47.0 17.4 443
INCOME tAX EXPENSE .+ . . vt vt e et et e e ettt et et (6.8) 8.6) (39.7)
Earnings from discontinued operations ............. ... ..ot 40.2 8.8 4.6

There were no assets and liabilities from businesses held for sale for PTS Business, Martindale or
SpecialtyScripts at June 30, 2010. At June 30, 2009, the major components of assets and liabilities from
businesses held for sale related to the PTS Business, Martindale and SpecialtyScripts were as follows:

June 30,

(in millions) 2009
CUITENE ASSEES + v v e v e e e e e e e e e e e et e e e e e et e e e et e e e e e e e e e $ 742
Property and eqUIPIIENT . . .. ...ttt e 19.3
OHNT ASSES &« o o e e e e e e e e e e e e e e e e et e e e, 81.2
TOtAL ASSEES .+ v o v v e et e et e e e e e e e e e e $174.7
Current HabilitIes . . .ottt et e e e e e e e e e e e e e $ 165
Long-term debt and other ............ ... i 9.8
TOtaAl HADIIIEIES & - o o v e e e et et e e e e e e e e e e e e e e e $ 263
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6. GOODWILL AND OTHER INTANGIBLE ASSETS
Goodwill

The following table summarizes the changes in the carrying amount of goodwill, in total and by segment,
for the two years ended June 30, 2010:

(in millions) Pharmaceutical Medical Total
Balance at June 30,2008 . ...... . ... .. $1,258.1 $971.2 $2,229.3
Goodwill acquired, net of purchase price adjustments, foreign currency

translation adjustments andother . .......... ... .. ... ... ... ... ..... (15.8) (7.5) (23.3)
Goodwill related to the divestiture or closure of businesses and assets held

forsale . ... (9.5) 0.0 9.5)
Balance at June 30,2009 . ... ... 1,232.8 963.7 2,196.5
Goodwill acquired, net of purchase price adjustments, foreign currency

translation adjustments andother .......... ... ... .. ... ... ......... 174 6.7 10.7
Goodwill related to the divestiture or closure of businesses and assets held

forsale . .. ov (1.8) 0.0 (1.8)
Balance at June 30,2010 ........... ... ... $1,248.4 $957.0 $2,205.4

The allocations of the purchase price related to certain small acquisitions are not yet finalized and are
subject to adjustment as we complete the valuation analyses for these acquisitions.

Intangible Assets

Intangible assets with definite lives are amortized over their useful lives which range from three to twenty
years. The detail of other intangible assets by class for the two years ended June 30, 2010 is as follows:

Gross Accumulated Net
wri) Intangible  Amortization Intangible
June 30, 2009

Unamortized intangibles:

Trademarks and patents . ..................... .. ......... $ 114 $ 00 $11.4
Total unamortized intangibles ................................ 114 0.0 11.4
Amortized intangibles:

Trademarks and patents ................ ... ... ... ... ..... 30.2 12.9 17.3

Non-compete agreements . .............oovveurneennn.nn.. 39 25 14

Customer relationships .............. ... ... .. .. ........ 46.6 35.1 11.5

Other ... ... 66.2 374 28.8
Total amortized intangibles ............. ... .. ... ... ......... 146.9 87.9 59.0

Total intangibles .......... ... ... ... . . $158.3 $87.9 $70.4

June 30, 2010
Unamortized intangibles:

Trademarks and patents ................................. $ 102 $ 0.0 $10.2
Total unamortized intangibles ................................ 10.2 0.0 10.2
Amortized intangibles:

Trademarks and patents ........... ... ... .. ... i, 20.3 14.1 6.2

Non-compete agreements . ... ......oeumeneeneeneenannan.. 3.8 2.8 1.0

Customer relationships .......... ... .. oo i 48.4 41.1 7.3

Other ... . 47.2 24.1 23.1
Total amortized intangibles .................................. 119.7 82.1 37.6

Total intangibles .. ...t $129.9 $82.1 $47.8

There were no significant acquisitions of other intangible assets during the periods presented.
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The following table summarizes amortization expense during fiscal 2010, 2009 and 2008:

Fiscal Year Ended
June 30,
(in millions) 2010 2009 2008
AMOTtZAION EXPEISE . « .+« v« v e eee e et e et ettt e e e e $11.2 $15.0 $12.0
Amortization expense for each of the next five fiscal years is estimated to be:
(in millions) 2011 2012 2013 2014 2015
AMOTtIZAtION EXPEIISE .+« « « - oo e e ettt et et ettt $10.8 $5.7 $3.3 $29 $26

7. INVESTMENT IN CAREFUSION

The following table provides a summary of our investment in CareFusion, which is classified as
available-for-sale, as of June 30, 2010:

Available-for-Sale Securities

Gross Gross Estimated
Unrealized Unrealized Fair
(in millions) Cost (2) Gains Losses Value
Equity securities (1) .. ... ovenreit i $630.3  $61.2 $0.0 $691.5
TOtAl o o oo e s $630.3 $61.2 $0.0 $691.5

(1) Equity securities consist of our remaining ownership of 30.5 million shares of the 41.4 million shares of
CareFusion common stock that we held immediately after the Spin-Off. These securities are stated at fair
value with unrealized gains and losses reported in other comprehensive income. Realized gains and losses
and declines in fair value deemed to be other-than-temporary are recognized in net earnings immediately.
During fiscal 2010, we disposed of 10.9 million shares of CareFusion common stock, resulting in cash
proceeds of $270.7 million and a pre-tax realized gain of $44.6 million.

(2) Represents our cost investment in the net book value of CareFusion’s assets immediately following the
Spin-Off adjusted for the sale of securities during fiscal 2010.

8. LONG-TERM OBLIGATIONS AND OTHER SHORT-TERM BORROWINGS

Long-term obligations and other short-term borrowings consist of the following as of June 30, 2010 and
2009:

June 30,

(in millions) 2010 2009

4.00% Notes due 2015 .ot e $ 5347 $ 5238
5.50% Notes due 2013 L. ittt e e 305.1 300.0
5.65% Notes due 2012 ... ottt e 216.1 317.1
5.80% Notes due 2016 .. ..ottt e e e 308.9 5264
5.85% Notes due 2017 ...ttt e 158.0 500.0
6.00% Notes due 2017 ........... . 213.1 3504
6.75% Notes due 2011 ...ttt e 218.7 494.6
7.80% Debentures due 2016 . ... ..o e 44.1 75.7
7.00% Debentures due 2026 ... ..ot 124.5 192.0
Floating Rate Notes due 2009 .. ... ... i 0.0 350.0
Other ObLIAtIONS .« . . . .ottt ittt e 6.1 7.8
01 17 g S $2,129.3 $3,637.8
Less: current portion and other short-term borrowings .. .. ... 233.2 366.2
Long-term obligations, less current portion ................cooieiiiiiiiiion. $1,896.1 $3,271.6




The 4.00%, 5.50% 5.65%, 5.80%, 5.85%, 6.00% and 6.75% Notes and the Floating Rate Notes due 2009
represent unsecured obligations. The 7.80% and 7.00% Debentures represent unsecured obligations of Allegiance
Corporation (a wholly-owned subsidiary), which Cardinal Health, Inc. has guaranteed. None of these obligations
are subject to a sinking fund and the Allegiance obligations are not redeemable prior to maturity. Interest is paid
pursuant to the terms of the obligations. These notes are effectively subordinated to the liabilities of our
subsidiaries, including trade payables of $9.5 billion.

On September 24, 2009, we completed a debt tender announced on August 27, 2009 for an aggregate
purchase price, including an early tender premium but excluding accrued interest, fees and expenses, of $1.1
billion of the following series of debt securities: (i) 7.80% Debentures due October 15, 2016 of Allegiance
Corporation; (ii) our 6.75% Notes due February 15, 2011; (iii) our 6.00% Notes due June 15, 2017; (iv) 7.00%
Debentures due October 15, 2026 of Allegiance Corporation; (v) our 5.85% Notes due December 15, 2017,

(vi) our 5.80% Notes due October 15, 2016; (vii) our 5.65% Notes due June 15, 2012; (viii) our 5.50% Notes due
June 15, 2013; and (ix) our 4.00% Notes due June 15, 2015. In connection with the debt tender, we incurred a
pre-tax loss for the early extinguishment of debt of approximately $39.9 million, which included an early tender
premium of $66.4 million, the write-off of $5.3 million of unamortized debt issuance costs, and an offsetting
$31.8 million fair value adjustment to the respective debt related to previously terminated interest rate swaps.
The debt tender was completed using a portion of the $1.4 billion of cash distributed to us from CareFusion in
connection with the Spin-Off.

In June 2008, we sold $300 million aggregate principal amount of fixed rate notes due 2013 (“the 2013
Notes”) in a registered offering. The 2013 Notes mature on June 15, 2013. Interest on the 2013 Notes accrues at
5.50% per year payable semi-annually. If we experience specific types of change of control and the notes are
rated below investment grade by S&P, Moody’s, and Fitch, we will be required to offer to purchase the 2013
Notes at 101% of the principal amount thereof, plus accrued and unpaid interest, if any, to the date of repurchase.
We used the proceeds to repay $150.0 million of 6.25% Notes due 2008 on July 15, 2008 and to repay $149.0
million of preferred debt securities on October 3, 2008.

In addition to cash and equivalents, at June 30, 2010 and 2009, our sources of liquidity included a
$1.5 billion commercial paper program backed by a $1.5 billion revolving credit facility. The revolving credit
facility exists largely to support issuances of commercial paper as well as other short-term borrowings for general
corporate purposes and remained unused at June 30, 2010 and 2009, except for $48.2 million and $70.2 million,
respectively, of standby letters of credit. On April 16, 2009, in connection with the Spin-Off, we amended our
$1.5 billion revolving credit facility to, among other things, replace a minimum net worth covenant with
covenants that require us to maintain a consolidated interest coverage ratio as of the end of any fiscal quarter of
at least 4-to-1 and to maintain a consolidated leverage ratio of no more than 3.25-to-1. The new covenants
became effective upon Spin-Off. As of June 30, 2010, we were in compliance with these financial covenants.

We also maintain other short-term credit facilities and an unsecured line of credit that allowed for
borrowings up to $4.8 million and $48.9 million at June 30, 2010 and 2009, respectively. At June 30, 2009,
$15.7 million was outstanding under uncommitted facilities, all of which related to CareFusion; there was no
amount outstanding at June 30, 2010. The $6.1 million and $7.8 million balance of other obligations at June 30,
2010, and 2009, respectively, consisted primarily of additional notes, loans and capital leases.

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

(in millions) 2011 2012 2013 2014 2015 Thereafter Total

Maturities of long-term obligations and other
short-term borrowings . ................ $233.2 $214.1 $306.8 $1.2 $530.9 $843.1 $2,129.3
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9. INCOME TAXES

Earnings before income taxes and discontinued operations are as follows for fiscal 2010, 2009 and 2008:

Fiscal Year Ended June 30,

(in millions) 2010 2009 2008
U.S. Operations ..., $ 9796 $ 9592 $ 894.0
Non-U.S. Operations ................oven... 232.0 200.6 401.1

$1,211.6 $1,159.8 $1,295.1

The provision for income taxes from continuing operations consists of the following for fiscal 2010, 2009
and 2008:

Fiscal Year Ended June 30,

(in millions) 2010 2009 2008
Current:
Federal ....... ..ot $4294  $192.2  $374.8
Stateandlocal .............. ... ... ... 63.3 45.6 914
Non-U.S. .o 11.7 14.4 18.6
Total .ot s 504.4 252.2 484.8
Deferred:
Federal ........ouniiiii i 103.0 125.0 (64.3)
Stateandlocal .......... ... ... . ... ... 18.2 23.0 36.0
Non-U.S. .. e (1.0) 1.4 (8.6)
Total ..o 120.2 149.4 (36.9)
Total ProviSion . ......ovvueeeeeee... $624.6 $401.6  $4479

A reconciliation of the provision based on the federal statutory income tax rate to our effective income tax
rate from continuing operations is as follows for fiscal 2010, 2009 and 2008:

Fiscal Year Ended June 30,

2010 2009 2008
Provision at Federal statutory rate ................... 35.0% 35.0% 35.0%
State and local income taxes, net of federal benefit . . .. .. 4.7 1.8 4.4
Foreign tax rate differential ........................ 2.0) (3.8) (7.2)
Nondeductible/nontaxableitems ... ............... ... 0.2 1.6 1.6
Deferred state tax rate adjustment ................... (0.5) 1.5 2.0
Capital gain from repatriation .. ..................... 0.0 0.0 3.7
Valuation allowances . ............ovuevmnuneeennnnn 2.3) 3.1 3.7
Unremitted foreign earnings ........................ 13.9 0.0 0.0
Other o ottt 2.6 1.6 (1.2)
Effective Income tax rate . ...........ouoveuueennenan 51.6% 34.6% 34.6%

As of June 30, 2010 we had $2.0 billion of total undistributed earnings from non-U.S. subsidiaries of which
$1.3 billion are intended to be permanently reinvested in non-U.S. operations. We recorded a charge of $168
million during fiscal 2010 to reflect the anticipated repatriation of certain foreign earnings. With respect to the
earnings that are considered permanently reinvested, no U.S. tax provision has been accrued related to the
repatriation of these earnings. It is not practicable to estimate the amount of U.S. tax that might be payable on the
eventual remittance of such earnings.
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During fiscal 2008, we repatriated cash of $307.5 million from non-U.S. subsidiaries. As a result, we
incurred taxable dividends of $14.4 million, nontaxable return of capital/currency gain of $161.3 million and
taxable capital gain of $131.8 million. The taxable capital gain amount of $131.8 million was fully offset with a
previously unrecognized capital loss carryforward, and foreign tax credits of $14.1 million were recognized
related to the taxable dividends resulting in a net tax benefit of $4.1 million.

Deferred income taxes arise from temporary differences between financial reporting and tax reporting bases
of assets and liabilities, and operating loss and tax credit carryforwards for tax purposes. The components of the
deferred income tax assets and liabilities as of June 30, 2010 and 2009 are as follows (in millions):

June 30,
gn_milw 2010 2009
Deferred income tax assets:
Receivable basis difference ........................... $ 435 § 416
Accrued liabilities .. ........... ... .. . 132.1 174.2
Share-based compensation ............................ 112.6 118.2
Loss and tax credit carryforwards ...................... 206.1 202.4
Deferred tax assets related to uncertain tax positions ....... 152.7 161.9
Other ... .. 113.2 75.3
Total deferred income tax assets . .................. 760.2 773.6
Valuation allowance for deferred income tax assets ............ (182.6) (151.9)
Net deferred income tax assets ..................... 577.6 621.7
Deferred income tax liabilities:
Inventory basis differences . ........................... (878.7) (824.2)
Property-related ........... ... .. .. .. ... .. ... (156.8) (73.6)
Goodwill and other intangibles ........................ (66.1) (368.2)
Revenues on lease contracts ........................... (2.5) 497.1)
Unremitted foreign earnings . .......................... (142.0) 0.0
Other ... . (1.2) (3.3)
Total deferred income tax Habilities . ... ............. (1,247.3) (1,766.4)
Net deferred income tax liabilities .............. $ 669.7) $(1,144.7)

Deferred tax assets and liabilities in the preceding table, after netting by taxing jurisdiction, are in the
following captions in the consolidated balance sheet at June 30, 2010 and 2009 (in millions):

June 30,
2010 2009

Current deferred tax asset (1) ......... ... ..o, $ 425 § 6.6
Non current deferred tax asset (2) . ..o oot ittt 3.5 153
Discontinued operations net deferred tax asset (3) ............... 0.0 24.8
Current deferred tax liability (4) ......... ... ... ... . oi.... (616.8) (641.8)
Non current deferred tax asset (liability) (5) .................... (98.9) 164
Discontinued Operations net deferred tax liability (6) ............ ©0.0) (566.0)

Net deferred tax liability ............................... $(669.7)  $(1,144.7)

(1) Included in “Prepaid Expenses and Other.”

(2) Included in “Other Assets.”

(3) Included in “Assets from Business Held for Sale and Discontinued Operations.”

(4) Included in “Other Accrued Liabilities.”

(5) Included in “Deferred Income Taxes and Other Liabilities.”

(6) Included in “Liabilities from Business Held for Sale and Discontinued Operations.”
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At June 30, 2010, we had gross federal, state and international loss and credit carryforwards of $159.1
million, $538.9 million and $168.6 million, respectively, the tax effect of which is an aggregate deferred tax asset
of $197.1 million. Substantiaily all of these carryforwards are available for at least three years or have an
indefinite carryforward period. Approximately $142.7 million of the valuation allowance at June 30, 2010 applies
to certain federal, state and international loss carryforwards that, in our opinion, are more likely than not to
expire unutilized. However, to the extent that tax benefits related to these carryforwards are realized in the future,
the reduction in the valuation allowance would reduce income tax expense.

Effective July 1, 2007, we adopted new accounting guidance regarding the accounting for tax benefits from
uncertain tax positions, resulting in a $139.3 million reduction of retained earnings. This accounting guidance
provides that a tax benefit from an uncertain tax position may be recognized when it is more likely than not that
the position will be sustained upon examination, including resolutions of any related appeals or litigation
processes, based on the technical merits. The amount recognized is measured as the largest amount of tax benefit
that is greater than 50% likely of being realized upon settlement. This interpretation also provides guidance on
measurement, derecognition, classification, interest and penalties, accounting in interim periods, disclosure and
transition.

We had $730.6 million and $848.8 million of unrecognized tax benefits at June 30, 2010 and June 30, 2009,
respectively. Included in the June 30, 2010 and June 30, 2009 balances are $311.3 million and $610.9 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 consolidated balance sheets. A reconciliation of the beginning and ending amounts of
unrecognized tax benefits for fiscal 2010 and 2009 is as follows:

June 30,

(in millions) 2010 2009 2008
Balance at beginning of fiscal year . .................... $ 8488 $762.9  $596.6
Additions for tax positions of the currentyear ............ 43.1 64.5 83.3
Additions for tax positions of prior years . ............... 90.0 118.7 189.4
Reductions for tax positions of prioryears . .............. (240.0) (54.3) (75.6)
Settlements with tax authorities ....................... (10.7) (37.8) (7.8)
Expiration of the statute of limitations .................. (0.6) 5.2) (23.0)
Balance atend of fiscal year . ..............ooiiiin... $730.6 $848.8 $7629

We recognize accrued interest and penalties related to unrecognized tax benefits in income tax expense. As
of June 30, 2010 and June 30, 2009, we had $233.0 million and $246.8 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 consolidated balance sheets. For the year ended June 30, 2010,
we recognized $34.5 million of interest and penalties in income tax expense.

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 2001 through
the current fiscal year.

The Internal Revenue Service (“IRS”) currently has ongoing audits of fiscal 2001 through 2007. During
fiscal 2008, we were notified that the IRS has transferred jurisdiction over fiscal years 2001 and 2002 from the
Office of Appeals back to the Examinations level to reconsider previously-unadjusted specific issues. During
fiscal 2008, we received Notices of Proposed Adjustment (“NPA’s”) from the IRS related to fiscal years 2001
through 20035 challenging deductions arising from the sale of trade receivables to a special purpose accounts
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receivable and financing entity. The amount of additional tax, excluding penalties and interest, proposed by the
IRS in these notices was $178.9 million. We anticipate that this transaction could be the subject of proposed
adjustments by the IRS in tax audits of fiscal years 2006 to 2009. Due to the anticipated repatriation of the
earnings, the tax associated with the transaction, including the tax assessed by the IRS, no longer represented an
uncertain tax benefit during fiscal 2010 and, as such, was classified as deferred taxes and other liabilities or
current taxes payable in the balance sheet.

During fiscal 2009, we received a Revenue Agent’s Report for tax years 2003 through 2005, which included
new NPA’s 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
amount of additional tax proposed by the IRS in the new notices total $598.1 million, excluding penalties and
interest, but including $462.1 million related to issues for which CareFusion is liable under the tax matters
agreement in the event the amount must be paid to the taxing authority. We disagree with these proposed
adjustments and intend to vigorously contest them. We believe that we are adequately reserved for the uncertain
tax position relating to these matters.

It is reasonably possible that there could be a change in the amount of unrecognized tax benefits within the
next 12 months due to activities of the IRS or other taxing authorities, including proposed assessments of
additional tax, possible settlement of audit issues, or the expiration of applicable statutes of limitations. We
estimate that the range of the possible change in unrecognized tax benefits within the next 12 months is a
decrease of approximately zero to $45 million exclusive of penalties and interest.

10. COMMITMENTS, CONTINGENT LIABILITIES AND LITIGATION
Commitments

The future minimum rental payments for operating leases having initial or remaining non-cancelable lease
terms in excess of one year at June 30, 2010 are:

(in millions) 2011 2012 2013 2014 2015  Thereafter Total
Minimum rental payments .................... $65.8 $53.3 $402 $21.7 $142  $262  $2214

Rental expense relating to operating leases was $80.3 million, $84.7 million and $55.7 million in fiscal
2010, 2009 and 2008, respectively. Sublease rental income was not material for any period presented herein.

Legal Proceedings

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

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

We accrue for contingencies related to litigation and regulatory matters. We will accrue an estimated loss
contingency in our consolidated financial statements if it is probable that a liability has been incurred and the

amount of the loss can be reasonably estimated. Because litigation is inherently unpredictable and unfavorable
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resolutions can occur, assessing contingencies is highly subjective and requires judgments about future events.
We regularly review contingencies to determine whether our accruals are adequate. The amount of ultimate loss
may differ from these estimates.

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

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

Insurance Proceeds

In fiscal 2010, we recognized $27.2 million of income related to insurance proceeds released from escrow
following the resolution of securities and derivative litigation against certain of our directors and officers. This
amount is comprised of $25.7 million received from directors and officers’ insurance policies recognized in
litigation (credits)/charges, net and $1.5 million of accrued interest income recognized in interest expense, net. In
fiscal 2008, we recognized $58.0 million of income related to settlement of several derivative actions against
directors and officers. This amount is comprised of $70.0 million received from the directors and officers’
insurance policies less $12.0 million paid for the plaintiffs’ attorneys’ fees and costs. These amounts are
recognized in litigation (credits)/charges, net. For more information about this matter, see our Annual Reports on
Form 10-K for fiscal 2008 and 2007.

Antitrust Litigation Proceeds

In fiscal 2010, we recognized $40.8 million of income resulting from settlement of a class action antitrust
claim alleging that a defendant branded pharmaceutical manufacturer took improper actions to delay the entry of
a generic version of a branded pharmaceutical. This amount is recognized in litigation (credits)/charges, net.

Income Taxes

See Note 9 for discussion of contingencies related to our income taxes.

11. GUARANTEES

In the ordinary course of business, we agree to indemnify certain other parties under acquisition and
disposition agreements, customer agreements, intellectual property licensing agreements and other agreements.
Such indemnification obligations vary in scope and, when defined, in duration. In many cases, a maximum
obligation is not explicitly stated and therefore the overall maximum amount of the liability under such
indemnification obligations cannot be reasonably estimated. Where appropriate, such indemnification obligations
are recorded as a liability. Historically, we have not, individually or in the aggregate, made payments under these
indemnification obligations in any material amounts. In certain circumstances, we believe that existing insurance
arrangements, subject to the general deduction and exclusion provisions, would cover portions of the liability that
may arise from these indemnification obligations. In addition, we believe that the likelihood of a material
liability being triggered under these indemnification obligations is not significant.

We enter into agreements that obligate us to make fixed payments upon the occurrence of certain events.
Such obligations primarily relate to obligations arising under acquisition transactions, where we have agreed to
make payments based upon the achievement of certain financial performance measures by the acquired business.
Generally, the obligation is capped at an explicit amount. As of June 30, 2010, our aggregate exposure for these
obligations, assuming the achievement of all financial performance measures, was not material. However, in
connection with our purchase of Healthcare Solutions Holding, LLC in July 2010, we are obligated to pay up to
$150.0 million in contingent consideration.
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We also extend loans to our customers which are subsequently sold to a bank. The bank services and
administers these loans as well as any new loans we may direct. In order for the bank to purchase such loans, it
requires the absolute and unconditional obligation that we repurchase such loans upon the occurrence of certain
events described in the agreement including, but not limited to, borrower payment default that exceeds 90 days,
insolvency and bankruptcy. At June 30, 2010 and 2009, notes in the program subject to our guaranty totaled
$41.4 million and $39.9 million, respectively. These loans are reported in our consolidated balance sheets.

12. 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.

Interest Rate Risk Management. We are exposed to the impact of interest rate changes. Our objective is to
manage the impact of interest rate changes on cash flows and the market value of our borrowings. We utilize a
mix of debt maturities along with both fixed-rate and variable-rate debt to manage changes in interest rates. In
addition, we enter into interest rate swaps to further manage our exposure to interest rate variations related to our
borrowings and to lower our overall borrowing costs.

Currency Risk Management. We conduct business in several major international currencies and are subject
to risks associated with changing foreign exchange rates. Our objective is to reduce earnings and cash flow
volatility associated with foreign exchange rate changes to allow management to focus its attention on business
operations. Accordingly, we enter into various contracts that change in value as foreign exchange rates change to
protect the value of existing foreign currency assets and liabilities, commitments and anticipated foreign currency
revenue and expenses.

Commodity Price Risk Management. We are exposed to changes in the price of certain commodities. Our
objective is to reduce earnings and cash flow volatility associated with forecasted purchases of these
commodities to allow management to focus its attention on business operations. Accordingly, we enter into
derivative contracts to manage the price risk associated with these forecasted purchases.

We are exposed to counterparty credit risk on all of our derivative instruments. Accordingly, we have
established and maintain strict counterparty credit guidelines and enter into derivative instruments only with
major financial institutions that are investment grade or better. We do not have significant exposure to any one
counterparty and management believes the risk of loss is remote and, in any event, would not be material.
Additionally, we do not require collateral under these agreements.
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The following table summarizes the fair value of our assets and liabilities related to derivative financial
instruments, and the respective line items in which they were recorded in the consolidated balance sheets as of
June 30, 2010 and 2009:

June 30, June 30,

(in millions) Balance Sheet Location 2010 2009
Assets:
Derivatives designated as hedging instruments:

Pay-floating interest rate swaps ........ Prepaid expenses and other $234 $ 00

Foreign currency contracts ............ Prepaid expenses and other 3.9 04

Commodity contracts ................ Prepaid expenses and other 0.0 12
Total ...... ... o 2713 16
Derivatives not designated as hedging

instruments:

Foreign currency contracts ............ Other long-term assets 0.0 64.5
Total assets ... ..ovviineeiiin . $27.3  $66.1
Liabilities:

Derivatives designated as hedging instruments:
Pay-fixed interest rate swaps .......... Other accrued liabilities $00 $37
Foreign currency contracts ............ Deferred income taxes and other liabilities 1.1 29

&
p—t
—

$ 6.6

Total liabilities .........................

Fair Value Hedges

We enter into pay-floating interest rate swaps to hedge the changes in the fair value of fixed-rate debt
resulting from fluctuations in interest rates. These contracts are designated and qualify as fair value hedges.
Accordingly, the gain or loss recorded on the pay-floating interest rate swaps is directly offset by the change in
fair value of the underlying debt. Both the derivative instrument and the underlying debt are adjusted to market
value at the end of each period with any resulting gain or loss recorded in interest expense, net in the
consolidated statements of earnings.

During fiscal 2010, we entered into pay-floating interest rate swaps with a total notional value of $1,006.0
million. The fair value of these pay-floating interest rate swaps is included in the consolidated balance sheet as of
June 30, 2010.

On March 20, 2009, we terminated all of our then existing pay-floating interest rate swaps and received net
settlement proceeds totaling $123.1 million. These proceeds are classified as cash provided by operating
activities in the consolidated statements of cash flows. There was no immediate impact to the statements of
earnings; however, the fair value adjustment to debt will be amortized over the life of the underlying debt as a
reduction to interest expense in conjunction with the occurrence of the originally forecasted transactions.

The following table summarizes the interest rate swaps designated as fair value hedges outstanding as of
June 30, 2010 and June 30, 2009:

June 30, 2010 June 30, 2009
Notional
(in millions) Notional Amount Maturity Date Amount Maturity Date
Pay-floating interest rate swaps ........... $1,006.0 June 2012 — June 2015 $0.0 —
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The following table summarizes the gain/(loss) recognized in earnings for interest rate swaps designated as
fair value hedges for fiscal 2010, 2009 and 2008:

Fiscal Year Ended June 30,

(in millions) Statements of Earnings Location 2010 2009 2008
Pay-floating interest rate swaps . ......... Interest expense, net $473 $216 $42
Fixed-ratedebt ....................... Interest expense, net 473) (216) 4.2

There was no ineffectiveness associated with these derivative instruments.

Cash Flow Hedges

We enter into derivative instruments to hedge our exposure to changes in cash flows attributable to
currency, interest rate and commodity price fluctuations associated with certain forecasted transactions. These
derivative instruments are designated and qualify as cash flow hedges. Accordingly, the effective portion of the
gain or loss on the derivative instrument is reported as a component of other comprehensive income (“OCI”) and
reclassified into earnings in the same line item associated with the forecasted transaction and in the same period
during which the hedged transaction affects earnings. The ineffective portion of the gain or loss on the derivative
instrument is recognized in earnings immediately.

We enter into pay-fixed interest rate swaps to hedge the variability of cash flows relating to interest rate
payments on our variable rate debt. At June 30, 2009, we held pay-fixed interest rate swaps to hedge the
variability of cash flows relating to these forecasted transactions. On October 2, 2009, these pay-fixed interest
rate swaps matured with the underlying floating-rate debt. The maturation of the pay-fixed interest rate swaps led
to a zero balance for fiscal 2010.

We enter into foreign currency contracts to protect the value of anticipated foreign currency revenues and
expenses. At June 30, 2010 and 2009, we held contracts to hedge probable, but not firmly committed, revenue
and expenses. The principal currencies hedged are the Canadian dollar, European euro, Mexican peso and Thai
baht.

We enter into derivative contracts to manage the price risk associated with forecasted purchases of certain
commodities used in our Medical segment.

The following table summarizes the outstanding cash flow hedges as of June 30, 2010 and 2009:

June 30, 2010 June 30, 2009
Notional Notional
(in millions) Amount Maturity Date Amount Maturity Date
Pay-fixed interest rate swaps ....... $ 00 — $350.0 October 2009
Foreign currency contracts ......... 1457  July 2010 — June 2011  156.7 July 2009 — June 2010
Commodity contracts ............. 242 July 2010 - June 2013 14.5  July 2009 — December 2011

The following table summarizes the accumulated gain/(loss) recognized in OCI for derivative instruments
designated as cash flow hedges as of June 30, 2010 and 2009:

June 30,
(in millions) 2010 2009
Pay-fixed INterest Tate SWAPS . .. vttt ettt et e e et e e e e e $0.0 $3.7)
Foreign currency contracts (1) .. ... ...t i e 2.6 (6.9)
Commodity CONTACTS . . . oottt ettt et e e e e e e e e e e 0.0 1.2

(1) Includes gain/(loss) recognized in OCI related to CareFusion of $(4.1) million and $0.2 million for fiscal
2009 and 2008, respectively.
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The following table summarizes the gain/(loss) reclassified from accumulated OCI into earnings for
derivative instruments designated as cash flow hedges for fiscal 2010, 2009 and 2008:

Fiscal Year Ended June 30,

(in millions) Statements of Earnings Location 2010 2009 2008
Pay-fixed interest rate swaps . ........... Interest expense, net $ 2.1) $(7.6) $ (3.0
Foreign currency contracts ............. Cost of products sold (10.5) 109 (15.2)
Foreign currency contracts ............. SG&A expenses 1.4 (4.0 2.3
Commodity contracts ................. SG&A expenses 0.2 (0.6) 0.0

The amount of ineffectiveness associated with these derivative instruments was not material.

Economic (Non-designated) Hedges

We enter into foreign currency contracts to manage our foreign exchange exposure related to intercompany
financing transactions and other balance sheet items subject to revaluation that do not meet the requirements for
hedge accounting treatment. Accordingly, these derivative instruments are adjusted to current market value at the
end of each period through earnings. The gain or loss recorded on these instruments is substantially offset by the
remeasurement adjustment on the foreign currency denominated asset or liability. The settlement of the
derivative instrument and the remeasurement adjustment on the foreign currency denominated asset or liability
are both recorded in other (income)/expense, net at the end of each period. During fiscal 2010, we received cash
receipts from a cross currency swap settlement totaling $42.5 million. These proceeds are classified as cash
provided by operating activities in the consolidated statement of cash flows.

The following table summarizes the economic (non-designated) derivative instruments outstanding as of
June 30, 2010 and 2009:

June 30,2010 June 30, 2009
Notional Maturity  Notional
(in millions) Amount Date Amount Maturity Date
Foreign currency contracts ................... $472.6 July 2010 $531.3 July 2009 — December 2013

The following table summarizes the gain/(loss) recognized in earnings for economic (non-designated)
derivative instruments for fiscal 2010, 2009 and 2008:

Fiscal Year Ended June 30,
(in millions) Statements of Earnings Location 2010 2009 2008

Foreign currency contracts ........... Other income/expense, net $23.7 $(8.6) $5.1

Fair Value of Financial Instruments

The carrying amounts of cash and equivalents, trade receivables, accounts payable, other short-term
borrowings and other accrued liabilities at June 30, 2010 and 2009 approximate their fair value because of the
short-term maturities of these items.

Cash balances are invested in accordance with our investment policy. These investments are exposed to

market risk from interest rate fluctuations and credit risk from the underlying issuers, although this is mitigated
through diversification.
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The following table summarizes the estimated fair value of our long-term obligations and other short-term
borrowings compared to the respective carrying amounts at June 30, 2010 and 2009:

June 30,
2010 2009
Long-term obligations and other short-term borrowings ............................ $2,310.4 $3,428.8
Carrying amMOUNE . .. v\ vt ettt et et e et e e e e e 2,1293  3,637.8

The fair value of our long-term obligations and other short-term borrowings is estimated based on either the
quoted market prices for the same or similar issues or other inputs derived from available market information.

The following is a summary of the fair value gain/(loss) of our derivative instruments, based upon the
estimated amount that we would receive (or pay) to terminate the contracts as of June 30, 2010 and 2009. The
fair values are based on quoted market prices for the same or similar instruments.

June 30, 2010 June 30, 2009
. Notional Fair Value  Notional Fair Value
(in millions) Amount Gain/(Loss) Amount  Gain/(Loss)
INtETeSt TAte SWAPS .+ v vt v ettt ie ettt ie et $1,006.0 $23.4 $350.0 $(3.7)
Foreign CUrrency Contracts . ..........c...ouvevenenennnennn 618.3 2.8 688.0 62.0
Commodity CONACES . ..o e s e te e e et eneeennnn 24.2 0.0 14.5 1.2

See Note 13 for further information regarding fair value measurements.

13. 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 hierarchy requires entities to maximize the use of observable inputs
and minimize the use of unobservable inputs. The three levels of inputs used to measure fair values are as
follows:

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.

Recurring Fair Value Measurements

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

Fair Value Measurements

(in millions) Level 1 Level 2 Level 3 Total

Cash Equivalents (1) ........ ... oo, $2,019.0 $ 0.0 $0.0 $2,019.0
Investment in CareFusion (2) ....................... 691.5 0.0 0.0 691.5
Foreign Currency Contracts (3) ..............cooou... 0.0 2.8 0.0 2.8
Interest Rate Swaps (3) . ...... ... 0.0 23.4 0.0 234
Other Investments (4) . ...t inrnennnn.. 71.3 0.0 0.0 71.3
Total ..o e $2,781.8  $26.2 $0.0 $2,808.0




The following table presents the fair values for those assets and (liabilities) measured on a recurring basis as
of June 30, 2009:

Fair Value Measurements

(in millions) Level 1 Level 2 Level 3 Total
Cash Equivalents (1) ......uureirteneiiiiiiiieeann. $6283 $ 0.0 $0.0  $628.3
Foreign Currency Contracts (3) .. ....... ... ... 0.0 62.0 0.0 62.0
Commodity Contracts (3) .............. . ciiiuiiiain.. 0.0 1.2 0.0 1.2
Interest Rate Swaps (3) . .......ooiiii i 0.0 3.7 0.0 3.7
Other Investments (4) ..ottt 68.1 0.0 00 68.1
TOtal . oot e $696.4  $59.5 §9_9 $755.9

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

(2) The fair value of our investment in CareFusion common stock is determined using the quoted market price
of the security.

(3) 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. See Note 12 for further
information regarding the fair value of financial instruments.

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

14. SHAREHOLDERS’ EQUITY

At June 30, 2010 and 2009, authorized capital shares consisted of the following: 750 million Class A
common shares, without par value; 5 million Class B common shares, without par value; and 0.5 million
non-voting preferred shares, without par value. The Class A common shares and Class B common shares are
collectively referred to below as “Common Shares.” Holders of Common Shares are entitled to share equally in
any dividends declared by the Board of Directors and to participate equally in all distributions of assets upon
liquidation. Generally, the holders of Class A common shares are entitled to one vote per share and the holders of
Class B common shares are entitled to one-fifth of one vote per share on proposals presented to shareholders for
vote. Under certain circumstances, the holders of Class B common shares are entitled to vote as a separate class.
Only Class A common shares were outstanding as of June 30, 2010 and 2009.

We repurchased $1.3 billion of our Common Shares, in aggregate, through share repurchase programs
during fiscal 2010, 2009 and 2008, as described below.

Fiscal 2010. During fiscal 2010, we repurchased 7.4 million Common Shares having an aggregate cost of
$250.0 million, which included $19.8 million in unsettled repurchases at June 30, 2010. The average price paid
per common share for all Common Shares repurchased during fiscal 2010 was $33.85.

Fiscal 2009. We did not repurchase any Common Shares during fiscal 2009.
Fiscal 2008. We repurchased 16.8 million Common Shares having an aggregate cost of $1.1 billion during
fiscal 2008. The average price paid per common share for all Common Shares repurchased during fiscal 2008

was $64.81.

The Common Shares repurchased were held in treasury to be used for general corporate purposes. During
fiscal 2008, we retired 128 million Common Shares in treasury. The retirement of these shares had no impact on
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total shareholders’ equity; however, it did impact certain of the individual components of shareholders’ equity as
follows: $1.0 billion decrease in Common Shares, $7.5 billion decrease in retained earnings and $8.5 billion
decrease in Common Shares in treasury.

15. EARNINGS PER SHARE

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

The following table reconciles the number of Common Shares used to compute Basic EPS and Diluted EPS
for fiscal 2010, 2009 and 2008:

Fiscal Year Ended June 30,

(in millions) 2010 2009 2008
Weighted-average Common Shares—basic ...............cviiiiiiiinan. 358.8 357.6 358.2
Effect of dilutive securities:

Employee stock options, restricted shares and restricted share units .......... 2.6 39 5.8
Weighted-average Common Shares—~diluted ......... ... .. .. ... oL, 3614 3615 364.0

The following table presents the number of potentially dilutive securities that were anti-dilutive for fiscal
2010, 2009 and 2008:

Fiscal Year Ended June 30,

(in millions) 2010 2009 2008

Anti-dilutive SECUITtIES .. . o v ittt et e e e 19.0 28.8 22.1

16. SEGMENT INFORMATION

Our operations are principally managed on a products and services basis. In connection with the Spin-Off,
we reorganized our businesses into two reportable segments—Pharmaceutical and Medical. The factors for
determining the reportable segments include the manner in which management evaluates our performance
combined with the nature of the individual business activities.

The Pharmaceutical segment distributes branded and generic pharmaceutical, over-the-counter healthcare
and consumer products. It also operates nuclear pharmacies and cyclotron facilities that prepare and deliver
radiopharmaceuticals for use in nuclear imaging and other procedures in hospitals and clinics. In addition, this
segment: distributes specialty pharmaceutical products and provides third-party logistics support services to
hospitals, clinics, and other providers; franchises retail pharmacies under the Medicine Shoppe® and Medicap®
brands; and provides pharmacy services to hospitals and other healthcare facilities. This segment also provides
pharmaceutical repackaging services; helps pharmaceutical manufacturers with services including distribution,
inventory management, data/reporting, new product launch support, and contract and chargeback administration;
and maintains prime vendor relationships that streamline the purchasing process resulting in greater efficiency
and lower costs for our customers.

The Medical segment distributes a broad range of medical, surgical and laboratory products to hospitals,
surgery centers, laboratories, physician offices and other healthcare providers. This segment also develops,

manufactures and sources medical and surgical products. These products include: sterile and non-sterile
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procedure kits; single-use surgical drapes, gowns and apparel; exam and surgical gloves; and fluid suction and
collection systems. Our medical and surgical products are sold directly or through third-party distributors in the
United States, Canada, Furope, South America and the Asia/Pacific region.

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

Fiscal Year Ended June 30,

(in millions) 2010 2009 2008
Segment revenue:
Pharmaceutical (1) .. .. ..ot e $89,789.9 $87,862.9 $79,498.3
Medical (2) .. iii i e e 8,750.1 8,159.3 7,916.7
Total segmentrevenue ................c.oiiiiniininnnnn. 98,540.0 96,022.2 87,415.0
Corporate (3) ..o vt e 37.2) (30.7) (6.8)
Total consolidated revenue .. ...... ...ttt $98,502.8 $95,991.5 $87,408.2

(1) The Pharmaceutical segment’s revenue is primarily derived from the distribution of branded and generic
pharmaceutical, over-the-counter healthcare, and consumer products.

(2) The Medical segment’s revenue is primarily derived from the manufacturing and distribution of medical,
surgical and laboratory products and medical procedure kits.

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

We evaluate the performance of the segments based upon, among other things, segment profit. Segment
profit is segment revenue less segment cost of products sold, less segment distribution, selling, general and
administrative expense (“SG&A”). Segment SG&A expenses include equity share-based compensation expense
as well as allocated corporate expenses for shared functions, including corporate management, corporate finance,
financial shared services, human resources, information technology, legal and an integrated hospital sales
organization. Corporate expenses are allocated to the segments based upon headcount, level of benefit provided
and ratable allocation. Information about interest income and expense and income taxes is not provided at the
segment level. In addition, restructuring and employee severance, acquisition related costs, impairments and
(gain)/loss on sale of assets, litigation (credits)/charges, net, certain investment and other spending are not
allocated to the segments. Investment spending generally includes the first year spend for certain projects that
require incremental strategic investments in the form of additional operating expenses. We encourage our
segments to identify investment projects that will promote innovation and provide future returns. As approval
decisions for such projects are dependent upon executive management, the expenses for such projects are
retained at Corporate. See Notes 2, 3, 4 and 10, respectively, for further discussion of our acquisition related
costs, restructuring and employee severance, impairments and (gain)/loss on sale of assets and litigation (credits)/
charges, net. In addition, Spin-Off costs included in SG&A of $10.8 million and $4.5 million for fiscal 2010 and
2009, respectively, are not allocated to our segments. The accounting policies of the segments are the same as
those described in Note 1.

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

Fiscal Year Ended June 30,

(in millions) 2010 2009 2008
Segment profit:
Pharmaceutical ........ ...t e $1,001.8 $1,035.7 $1,0224
Medical . ... 427.7 384.9 411.3
Total segment profit ....... ... i 1,429.5 14206 14337
COTPOTALE . . . vttt ittt e i e e e (122.6) (133.2) (41.3)
Total consolidated operating earnings . ...................couieuneeon... $1,306.9 $1,287.4 $1,392.4




The following tables include depreciation and amortization expense and capital expenditures for fiscal 2010,
2009 and 2008 for each segment:

Depreciation and
Amortization Expense

Fiscal Year Ended June 30,

(in millions) 2010 2009 2008
Pharmaceutical .................... PP $ 509 $ 506 $ 526
Medical . . ..ot e 63.8 70.4 68.3
COTPOTaLE . . . ittt ittt e e e 139.7  104.8 99.1
Total depreciation and amortization €Xpense . ............oveuneunneenn .. $254.4 $2258 $220.0

Capital Expenditures

Fiscal Year Ended June 30,

(in millions) 2010 2009 2008
Pharmaceutical . ... ...ttt e e $ 325 $1053 $ 295
Medical ...t 81.2 59.1 34.7
COTPOTAIE . . vttt ettt e e e 146.6  256.8 1243
Total capital expenditures ... ...ttt tnn ittt it $260.3 $421.2 $188.5

The following table includes total assets at June 30, 2010 and 2009 for each segment as well as reconciling
items necessary to total the amounts reported in the consolidated financial statements:

June 30,
(in millions) ) 2010 2009
Segment assets:
Pharmaceutical ... ... ... ..ot $12,102.9 $12,638.9
Medical . ..o 3,867.5 3,759.8
L3y s Te) 1 () TP 4,019.8 8,720.1
ConsoHAated aSSEIS . . oottt t et e $19,990.2 $25,118.8

(1) The Corporate assets primarily consist of cash and equivalents, our investment in CareFusion, certain net
property and equipment, and the contractual tax indemnification receivable from CareFusion (see Note 1 for
further information regarding this receivable). Additionally, the Corporate assets as of June 30, 2009
included CareFusion assets and other assets held for sale and discontinued operations.

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

Property and
Revenue Equipment, Net
For the Fiscal Year Ended June 30, June 30,
(in millions) 2010 2009 2008 2010 2009
UnitedStates . .......0 vttt innnenan. $97,812.3 $95,248.2 $86,586.4 $1,355.0 $1,346.7
International ............ .. ... .. . ... 690.5 743.3 821.8 113.8 117.8
Total ... $98,502.8 $95,991.5 $87,408.2 $1,468.8 $1,464.5
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17. SHARE-BASED COMPENSATION AND SAVINGS PLANS
Share-Based Compensation Plans

‘We maintain stock incentive plans (collectively, the “Plans”) for the benefit of certain of our officers, directors
and employees. Employee stock options granted under the Plans during fiscal 2008 through fiscal 2010 generally
vest in equal annual installments over three years and are exercisable for periods up to seven years from the date of
grant at a price equal to the market price of the Common Shares underlying the option at the date of grant.
Employee stock options granted under the Plans during fiscal 2007 generally vest in equal annual installments over
four years and are exercisable for periods up to seven years from the date of grant at a price equal to the market
price of the Common Shares underlying the option at the date of grant. Employee restricted shares and restricted
share units granted under the Plans during fiscal 2007 through fiscal 2010 generally vest in equal installments over
three years and entitle holders to dividends or cash dividend equivalents. Restricted shares and restricted share units
accrue dividends or cash dividend equivalents that are payable upon vesting of the awards.

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

The following table illustrates the impact of share-based compensation on reported amounts for fiscal 2010,
2009 and 2008:

For the Fiscal Year Ended June 30,

(in millions) 2010 (1) 2009 (1) 2008 (1)(2)
Operating earnings (3) . .. .ot i i e $(99.5) $(109.9) $(107.9)
Earnings from continuing operations . ........................ (63.4) (72.6) (71.0)
Netearnings (4) . .. oo vttt e e (65.7) (86.7) (81.0)
Net basic earnings per Common Share . ....................... (0.18) (0.24) (0.23)
Net diluted earnings per Common Share ...................... (0.18) 0.24) (0.22)

(1) Included in the table above are amounts recorded within restructuring and employee severance that related
to the Spin-Off. The following provides those amounts for fiscal 2010, 2009 and 2008:

For the Fiscal Year Ended June 30,

(in millions) 2010 2009 2008
Share-based compensation . ..............ouuiiiiriinneenn.. $15.6 $7.5 $0.0
Taxbenefit ...... ... ... i 5.7 2.6 0.0
Total share-based compensation, netoftax .................... $ 99 $4.9 $0.0

(2) Fiscal 2008 share-based compensation expense includes $8.7 million related to the unvested equity awards
held by our former Executive Director. The acceleration of the share-based compensation expense resulted
from a change in status from an employee to a nonemployee director.

(3) The following table provides total share-based compensation expense by type of award for fiscal 2010, 2009
and 2008:

For the Fiscal Year Ended June 30,

(in millions) 2010 2009 2008
Restricted share and share unitexpense ....................... $56.8 $ 628 $50.37
Employee stock option expense .............. ..o 41.0 36.6 53.1
Employee stock purchase planexpense ....................... 1.1 12.6 11.1
Stock appreciation right (income)/expense .................... 0.6 2.D (6.6)
Total share-based compensation . ...........ouuuieeeennnaeo.. $99.5 $109.9 $107.9




(4) The following table provides total share-based compensation expense, net of tax, charged to discontinued
operations during fiscal 2010, 2009 and 2008:

For the Fiscal Year Ended June 30,

(in millions) 2010 2009 2008

Share-based compensation ...............c.cooiiiiii.... $3.8 $20.4 $14.4

Taxbenefit . ... . ... L5 6.3 4.4

Total share-based compensation, netoftax .................... $2.3 $14.1 $10.0
Stock Options

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

The following summarizes all stock option transactions under the Plans from July 1, 2008 through June 30,
2010, giving retroactive effect to conversions of options in connection with acquisitions and stock splits:

Weighted
Weighted Average
Average Remaining
Stock Options  Exercise Price  Contractual Aggregate
Outstanding per Common Life Intrinsic

(in millions, except per share amounts) 1) Share (2) in Years Value
Balance at June 30,2008 . ...... ... ... ... .. ... 32.1 $58.81 4.6 $90.0
Granted . ... ... ... 23 54.35
Exercised . ... ... .. (1.1) 34.41
Canceled and forfeited ............ ... ... ... ....... 3.9 59.58
Balance at June 30,2009 ............ ... ... ... .. ... 29.4 59.25 39 $1.8
Granted ....... i 7.2 28.09
Exercised .......... . (1.4) 27.04
Canceled and forfeited ........ ... ... ... .......... (11.1) 62.46
Balance at June 30,2010 .......... ... .. .. .. .. ..... 24.1 $37.88 3.9 $56.9
Exercisable at June 30,2010 ....... ... ... .......... 15.6 $42.33 3.0 $ 79

(1) The stock options granted, canceled and forfeited activity for fiscal 2010 included the impact of our stock
option exchange program and the adjustments to outstanding stock options in connection with the Spin-Off
as discussed below.

(2) Exercise prices related to stock options have been adjusted in connection with the Spin-Off for dates after
August 31, 2009, the effective date of the adjustments.

The following table provides data related to all stock option activity for fiscal 2010, 2009 and 2008:

(in millions, except per share data and years) 2010 2009 2008
Weighted-average grant date fair value per stock option (1) ..................... $644 $13.67 $17.82
Aggregate intrinsic value of exercisedoptions . .......... .. ... ... . o il 7.3 14.0 87.3
Cash received UpPOn EXEICISE . .. .ottt ittt 40.0 39.2 2279
Cash tax proceeds/(disbursements) realized related to exercise .. ................. (16.1) 2.9) 42.1
Total compensation cost, net of estimated forfeitures, related to unvested stock

options not yet recognized, Pre-tax . ... ...t e 32.0 54.3 89.5
Weighted-average period in years over which stock option compensation cost is

expected toberecognized . ... ... .. 1.9 1.4 1.9

(1) The weighted-average grant date fair value per stock option does not include the impact of our stock option
exchange program.
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The fair values of the stock options granted to our employees and directors during fiscal 2010, 2009 and
2008 were estimated on the date of grant using a lattice valuation model. The lattice valuation model incorporates
ranges of assumptions that are disclosed in the table below. The risk-free rate is based on the United States
Treasury yield curve at the time of the grant. We analyzed historical data to estimate option exercise behaviors
and employee terminations to be used within the lattice model. During 2010, we calculated separate option
valuations for two groups of employees. During fiscal 2009 and 2008, we calculated separate option valuations
for three groups of employees. The groups were determined using similar historical exercise behaviors. The
expected life of the options granted was calculated from the option valuation model and represents the length of
time in years that the options granted are expected to be outstanding. The range of expected lives in the table
below results from the separate groups of employees identified based on their option exercise behaviors.
Expected volatilities are based on implied volatility from traded options on our Common Shares and historical
volatility over a period of time commensurate with the contractual term of the option grant (7 years). The
following table provides the range of assumptions used for options valued during fiscal 2010, 2009 and 2008:

2010 (1) 2009 2008
Risk-free interestrate ............. ... i, 1.93% —-2.47% 1.52% —3.48%  2.1% —-4.8%
Expected lifeinyears ........... .. ... ... ... ... " 44-52 45-170 44-17.0
Expected volatility ............. .. ... . . .., 32.0% 27.0% —30.0% 27.0 %
Dividend yield ......... ...t 1.96% —2.76% 1.00% —2.33% 0.69% — 0.96%

(1) The range of assumptions used for options in fiscal 2010 does not include the impact of our stock option
exchange program.

Restricted Shares and Restricted Share Units
The fair value of restricted shares and restricted share units is determined by the number of shares granted

and the grant date market price of our Common Shares.

The following tables summarize all activity related to restricted shares and restricted share units during
fiscal 2010 and 2009:

Weighted

Average Grant

Date Fair Value
(in millions, except per share amounts) Shares (1) Per Share (2)
Nonvested at June 30, 2008 . ... . e 2.4 $65.74
Granted . ..o e e 2.3 52.58
VSt .« oottt e e e (1.2) 64.38
Canceled and forfeited . ... .. i e e Qﬁ) 60.37
Nonvested at June 30, 2009 .. ... ... e e 3.1 57.10
Granted . .ot e e e e 2.1 27.43
VS A . . ot e e e s (1.6) 51.11
Canceled and forfeited . ... ... ... ... i e 0.3) 42.94
Nonvested at June 30, 2010 ... ... e 33 33.33

(1) The restricted shares and restricted share units canceled and forfeited activity for fiscal 2010 included the
impact of the adjustments to outstanding awards in connection with the Spin-Off as discussed below.

(2) Grant date fair values per share of awards granted prior to the date of the Spin-Off have not been adjusted to
reflect the impact of the Spin-Off.
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Fiscal Year Ended June 30,

(in millions) 2010 2009 2008
Total compensation cost, net of estimated forfeitures, related to nonvested restricted

share and share unit awards not yet recognized, pre-tax ....................... $57.5 $100.6 $80.8
Weighted-average period in years over which restricted share and share unit cost is

expected toberecognized .. ...... .. e 1.8 1.8 1.9

Stock Option Exchange Program

On May 6, 2009, the Board of Directors ‘authorized, and on June 23, 2009, shareholders approved, a
program that permitted certain current employees to exchange certain outstanding stock options with exercise
prices substantially above the current market price of our Common Shares for a lesser number of stock options
that have a fair value that is lower than the fair value of the “out of the money” options. The program began on
June 19, 2009 and was completed on July 17, 2009. We believe that this program was necessary to more closely
align employee and shareholder interests through equity compensation programs. The program was designed to
motivate and retain key employees and to reinforce the alignment of our employees’ interests with those of our
shareholders. As a result of this program, 9.8 million outstanding eligible stock options were exchanged for
1.4 million new options at an exercise price of $31.27. These new options have a new minimum vesting
condition of an additional 12 months, and the term of each new option is the longer of three years from the grant
date or the remaining term of the eligible stock option for which it was exchanged. The new options were treated
as a probable-to-probable modification under the accounting guidance for share-based compensation. We did not
incur incremental expense associated with the modification.

Adjustments to Stock Incentive Plans

In connection with the Spin-Off, on August 31, 2009, we adjusted share-based compensation awards granted
under the Plans into awards based on our Common Shares and/or CareFusion common stock, as applicable. For
purposes of the vesting of these equity awards, continued employment or service with us or with CareFusion is
treated as continued employment for purposes of both our and CareFusion’s equity awards. The adjustments are
summarized as follows:

e We converted each of our stock options granted on or prior to September 26, 2007 into one of our
adjusted stock options and a CareFusion stock option. The exercise prices of our adjusted stock options
and the CareFusion stock option and the number of shares subject to these stock options reflected an
adjustment designed so that the intrinsic value of the stock options held immediately following the
Spin-Off equaled the intrinsic value of the stock options held immediately prior to the Spin-Off.

*  We adjusted the exercise price and number of shares of each of our stock options granted after
September 26, 2007 to our current or former employees or directors so that the intrinsic value of the stock
option held immediately following the Spin-Off equaled the intrinsic value of the stock option held
immediately prior to the Spin-Off. Each of our stock options granted after September 26, 2007 to an
employee or director who joined CareFusion in connection with the Spin-Off was replaced with a
CareFusion stock option exercisable only for shares of CareFusion common stock with the exercise price
and number of shares established so that the intrinsic value of the stock option held immediately following
the Spin-Off equaled the intrinsic value of the stock option held immediately prior to the Spin-Off.

¢ Holders of our restricted shares or restricted share units granted on or prior to September 26, 2007,
granted in connection with the announcement of the Spin-Off or granted in exchange for an option
initially granted prior to September 26, 2007, received shares of CareFusion restricted stock or
CareFusion restricted stock units in the same ratio as our outstanding Common Shares in the Spin-Off
(0.5 shares of CareFusion common stock for each Common Share). We did not adjust the our
underlying restricted shares and restricted share units.

*  We adjusted (or canceled and reissued) other of our restricted shares or restricted share units (i.e. those
not described above) so that the fair value of the shares subject to the awards held immediately
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following the Spin-Off equaled the fair value of the awards held immediately prior to the Spin-Off. Our
other restricted shares or restricted share units granted to employees or directors who joined
CareFusion in connection with the Spin-Off were canceled and replaced with a number of shares of
CareFusion restricted stock or CareFusion restricted stock units established so that the fair value of the
shares subject to the awards held immediately following the Spin-Off equaled the fair value of the
awards held immediately prior to the Spin-Off.

e Our adjusted stock options, restricted shares, and restricted share units and the CareFusion stock
options, restricted stock and restricted stock units that a holder received are subject to substantially the
same terms, vesting conditions and other restrictions, if any, that were applicable prior to the Spin-Off.

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

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

Our Awards CareFusion Awards
Restricted Restricted
Stock Shares and Stock Shares and
(in millions) Options  Share Units Options  Share Units
Held by our employees and former employees ................. 21.9 32 7.1 0.1
Held by CareFusion employees .................cooiven. .. 2.2 0.1
Total . e 24.1 3.3

Employee Savings Plan

Substantially all of our domestic non-union employees are eligible to be enrolled in our company-sponsored
contributory retirement savings plan, which include features under Section 401(k) of the Internal Revenue Code
of 1986, as amended, and provide for matching and profit sharing contributions by us. Our contributions to the
plans are determined by the Board of Directors subject to certain minimum requirements as specified in the plan.

The following table summarizes the total expense for employee retirement savings plans for fiscal 2010,
2009 and 2008:

For the Fiscal Year Ended June 30,
(in millions) 2010 2009 2008

Employee retirement savings plans expense . ......................... $84.3 $72.4 $64.2

18. OFF-BALANCE SHEET ARRANGEMENTS

We periodically enter into certain off-balance sheet arrangements, primarily receivable sales and operating
leases, in order to maximize diversification of funding and return on assets. The receivable sales, as described
below, also provide for the transfer of credit risk to third parties.

Receivable-Related Arrangements

Cardinal Health Funding, LLC (“CHF”) was organized for the sole purpose of buying receivables and
selling undivided interests in those receivables to multi-seller conduits administered by third party banks or other
third party investors. CHF was designed to be a special purpose, bankruptcy-remote entity. Although
consolidated in accordance with GAAP, CHF is a separate legal entity from Cardinal Health and from our
subsidiary that sells and contributes the receivables to CHF. Through June 30, 2010, the sale of receivables by
CHF qualified for sales treatment in accordance with the accounting guidance regarding financial asset transfers.
As discussed in Note 1, the FASB issued new accounting guidance on the accounting for transfers of financial
assets. As a result of this new guidance, we have determined that our committed receivables sales facility will not
qualify as an off-balance sheet arrangement beginning in fiscal 2011.
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At June 30, 2010 and 2009, we had a committed receivables sales facility program available through CHF
with capacity to sell $950.0 million in receivables. Recourse is provided under the program by the requirement
that CHF retain a subordinated interest in the sold receivables. We did not have any receivables outstanding
under the committed receivables sales facility program at June 30, 2010 and 2009. During the second quarter of
fiscal 2010, we amended our committed receivables sales facility program to extend it for an additional 364 days.

Cash Flows from all Receivable-Related Arrangements

Our net cash flow decrease related to receivable interest transfers for fiscal 2010, 2009 and 2008 were as
follows:

(in millions) 2010 2009 2008
Cash collected in servicing of related receivable interests ..................oonn.. $00 $00 $ 03
Cash inflow to Cardinal Health . ... ...ttt $00 $00 $ 03
Cash collection remitted tothe bank . ... ..ottt e 0.0) (2.8) 432
Net impact to Cardinal Health cash flows ..., $(0.0) $(2.8) $(42.9)

CHF was required to repurchase any receivables or interests sold if it was determined that the
representations and warranties with regard to the related receivables were not accurate on the date sold, and with
respect to the committed sales facility program, in the event that we failed to comply with the covenants in the
Performance Guaranty or any other customary amortization event occurred. During fiscal 2010, we satisfied all
of our outstanding obligations under these agreements.

Operating Leases

In a prior year, we entered into an operating lease agreement with a third party bank for the construction of
various facilities and equipment. On June 26, 2009, we repurchased all remaining buildings, equipment and land
which were previously under this operating lease agreement for $151.2 million. In addition, as part of the
repurchase we recognized a $3.8 million impairment charge.

19. SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)

The following is selected quarterly financial data for fiscal 2010 and 2009. The sum of the quarters may not
equal year-to-date due to rounding.

First Second Third Fourth

(in millions, except per common share amounts) Quarter Quarter Quarter Quarter (1)
Fiscal 2010

REVEIUE « ot ottt e et et ettt $24,780.7 $24,919.7 $24,342.8 $24,459.6
GIOSS MALZII .\« e eoeeeeeeae e eee ey 908.8 957.7 1,010.1 904.1
Distribution, selling, general and administrative expenses . ..... 586.1 605.2 628.6 588.2
Earnings/(loss) from continuing operations .. ................ (61.8) 230.2 224.8 193.8
Earnings/(loss) from discontinued operations ................ 23.6 4.3 24) 29.7
Net earnings/(I0SS) ... ..ottt (38.2) 234.5 222.4 223.5
Earnings/(loss) from continuing operations per Common Share:

BaSIC - o ottt e $ ©1H$ 064 $ 063 $ 054
Diluted . ..ot s 0.17) 0.64 0.62 0.54

(1) During the fourth quarter of fiscal 2010, we recorded an out-of-period increase in income tax expense of
$14.7 million related to our state provision-to-return reconciliation (of which $5.1 million pertained to the
first three quarters of fiscal 2010 and $9.6 million pertained to fiscal 2009). The amounts were not material
individually or in the aggregate to current or prior periods.
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First Second Third Fourth

(in millions, except per common share amounts) Quarter Quarter Quarter Quarter (1)
Fiscal 2009

Revenue ....... ... ... .. ... . $23,437.1 $24,117.8 $24,089.3 $24,347.3
GrosSMargin . ... .ovuut et 901.2 915.1 986.9 944.3
Distribution, selling, general and administrative expenses .. .. 590.3 578.5 573.0 591.7
Earnings from continuing operations ..................... 172.2 169.0 215.1 202.0
Earnings from discontinued operations ................... 76.9 147.5 97.8 71.2
Netearnings ............ . ... i 249.1 316.5 312.9 273.2
Earnings from continuing operations per Common Share:

Basic ... ... $ 048 $ 048 $ 060 $ 056
Diluted ... 0.48 0.47 0.60 0.56

(1) During the fourth quarter of fiscal 2009, we recorded certain out of period items which increased gross
margin by $5.2 million (of which $2.5 million pertained to the first three quarters of fiscal 2009 and $2.7
million pertained to fiscal 2008), increased distribution, selling, general and administrative expenses by
$13.6 million (of which $4.2 million pertained to the first three quarters of fiscal 2009, $4.8 million
pertained to fiscal 2008 and $4.6 million pertained to periods prior to fiscal 2008), and decreased earnings
from continuing operations and net earnings by $4.5 million (of which $1.4 million pertained to fiscal 2008
and $3.1 million pertained to periods prior to fiscal 2008). The amounts were not material individually or in

the aggregate to the current or prior periods.

20. SUBSEQUENT EVENTS

On July 15, 2010, we completed the acquisition of Healthcare Solutions Holding, LLC for $517.0 million in
cash. The agreement also includes potential maximum contingent payments of $150.0 million over the next three

years.

Subsequent to fiscal 2010, we repurchased 7.5 million Common Shares having an aggregate cost of $250
million. The average price paid per common share for all Common Shares repurchased during July and August

was $33.22.
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Item 9: Changes in and Disagreements With Accountants on Accounting and Financial Disclosure

None.

Item 9A: Controls and Procedures
Evaluation of Disclosure Controls and Procedures

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

Management’s Report on Internal Control Over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial
reporting as defined in Rule 13a-15(f) under the Exchange Act. Our internal control system is designed to
provide reasonable assurance regarding the preparation and fair presentation of published financial statements.
Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Therefore, even those systems determined to be effective can provide only reasonable assurance
with respect to financial statement preparation and presentation. Also, controls deemed effective now may
become inadequate in the future because of changes in conditions, or because compliance with the policies or
procedures has deteriorated or been circumvented.

Management assessed the effectiveness of our internal control over financial reporting as of June 30, 2010.
In making this assessment, management used the criteria established in Internal Control-Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission (the “COSO criteria™).
Based on management’s assessment and the COSO criteria, management believes that our internal control over
financial reporting was effective as of June 30, 2010 to provide reasonable assurance regarding the preparation
and fair presentation of our published financial statements.

Our independent registered public accounting firm, Ernst & Young LLP, has issued a report on our internal
control over financial reporting. Ernst & Young LLP’s report appears below under this Item 9A and expresses
unqualified opinions on the effectiveness of our internal control over financial reporting.

Changes in Internal Control Over Financial Reporting

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

81



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited Cardinal Health, Inc. and subsidiaries’ (the “Company”) internal control over financial
reporting as of June 30, 2010, based on criteria established in Internal Control—Integrated Framework issued by
the Committee of Sponsoring Organizations of the Treadway Commission (the COSO criteria). The Company’s
management is responsible for maintaining effective internal control over financial reporting, and for its
assessment of the effectiveness of internal control over financial reporting included in the accompanying
“Management’s Report on Internal Control Over Financial Reporting.” Our responsibility is to express an
opinion on the company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether effective internal control over financial reporting was maintained in all material respects. Our audit
included obtaining an understanding of internal control over financial reporting, assessing the risk that a material
weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the
assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe
that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed 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. A company’s internal control over financial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of the
company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate. ‘

In our opinion, the Company maintained, in all material respects, effective internal control over financial
reporting as of June 30, 2010, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated balance sheets of Cardinal Health, Inc. and subsidiaries as of June 30, 2010 and
2009, and the related consolidated statements of earnings, shareholders’ equity, and cash flows for each of the
three years in the period ended June 30, 2010 and our report dated August 26, 2010 expressed unqualified
opinion thereon.

/s/ Ernst & Young LLP
Ernst & Young LLP
Columbus, Ohio
August 26, 2010
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Item 9B: Other Information

None.

PART III

Item 10: Directors, Executive Officers and Corporate Governance

Certain of the information called for in this Item 10, including the information relating to directors, is
incorporated herein by reference to our Definitive Proxy Statement (which will be filed with the SEC pursuant to
Regulation 14A under the Exchange Act) relating to 2010 Annual Meeting of Shareholders (the “2010 Annual
Meeting”) under the captions “Proposal 1—Election of Directors,” “Section 16(a) Beneficial Ownership
Reporting Compliance,” “Board of Directors and Committees of the Board—Committees of the Board of
Directors,” “Corporate Governance—Director Qualification Standards and Performance Assessment” and
“Corporate Governance—Policies on Business Ethics; Chief Legal and Compliance Officer.”

Information with respect to our executive officers appears in Part I of this report and is incorporated herein
by reference.

Item 11: Executive Compensation

The information called for by this Item 11 is incorporated herein by reference to our Definitive Proxy
Statement (which will be filed with the SEC pursuant to Regulation 14A under the Exchange Act) relating to the
2010 Annual Meeting under the captions “Compensation Discussion and Analysis,” “Executive Compensation,”
“Director Compensation” and “Corporate Governance—Risk Oversight.” The information set forth under the
subcaption “Human Resources and Compensation Committee Report” should not be deemed filed nor should it
be incorporated by reference into any other filing under the Securities Act of 1933, as amended, or the Exchange
Act except to the extent we specifically incorporate such report by reference therein.

Item 12: Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters

The information relating to Security Ownership of Certain Beneficial Owners is incorporated herein by
reference to our Definitive Proxy Statement (which will be filed with the SEC pursuant to Regulation 14A under
the Exchange Act) relating to the 2010 Annual Meeting under the caption “Security Ownership of Certain
Beneficial Owners and Management.”

Equity Compensation Plan Information

Certain of our equity compensation plans are subject to shareholder approval and other plans have been
authorized solely by the Board of Directors. The following is a description of plans that have not been approved
by shareholders.

Broadly-based Equity Incentive Plan, as amended

The Cardinal Health, Inc. Broadly-based Equity Incentive Plan, as amended (the “BEIP”), was originally
adopted by the Board effective November 15, 1999. The term of the BEIP expired on November 14, 2005, and
no new awards are being granted under it. The BEIP provided for grants in the form of nonqualified stock
options, restricted shares and RSUs to employees except for those employees who were subject to Section 16 of
the Exchange Act. The aggregate number of Common Shares authorized for issuance under the BEIP was
36 million with no more than 10% of the authorized amount issuable in the form of restricted shares and RSUs
having a restriction period of less than three years.

83



PART IV

Ttem 15: Exhibits and Financial Statement Schedules

(a)(1) The following financial statements are included in Item 8 of this report:

Page
Report of Independent Registered Public Accounting Firm ......... ... ... ... ... .. ... ... ... 39
Financial Statements:
Consolidated Statements of Earnings for the Fiscal Years Ended June 30, 2010, 2009 and 2008 ......... 40
Consolidated Balance Sheets at June 30,2010and 2009 .. ........... ... 41
Consolidated Statements of Shareholders’ Equity for the Fiscal Years Ended June 30, 2010, 2009 and

2008 . 42
Consolidated Statements of Cash Flows for the Fiscal Years Ended June 30, 2010, 2009 and 2008 . ...... 43
Notes to Consolidated Financial Statements . ...............iiiiiiinneiiiii i, 44
(a)(2) The following Supplemental Schedule is included in this report:

Page

Schedule II—Valuation and Qualifying ACCOUNTS . . . ... ovit ettt e 99

All other schedules not listed above have been omitted as not applicable or because the required information
is included in the Consolidated Financial Statements or in notes thereto.

(a)(3) Exhibits required by Item 601 of Regulation S-K:

Exhibit
Number

Exhibit Description

3.1

32

4.1

4.2.1

422

423

4.24

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)

Cardinal Health, Inc. Restated Code of Regulations, as amended (incorporated by reference to
Exhibit 3.2 to Cardinal Health’s Quarterly Report on Form 10-Q for the quarter ended September 30,
2008, File No. 1-11373)

Specimen Certificate for Common Shares of Cardinal Health, Inc. (incorporated by reference to
Exhibit 4.01 to Cardinal Health’s Annual Report on Form 10-K for the fiscal year ended June 30,
2001, File No. 1-11373)

Indenture, dated as of April 18, 1997, between Cardinal Health, Inc. and Bank One, Columbus, NA,
Trustee (incorporated by reference to Exhibit 1 to Cardinal Health’s Current Report on Form 8-K
filed on April 21, 1997, File No. 1-11373)

Supplemental Indenture, dated October 3, 2006, between Cardinal Health, Inc. and The Bank of New
York Trust Company, N.A., (successor to J.P. Morgan Trust Company, National Association,
successor to Bank One, N.A., formerly known as Bank One, Columbus, N.A.), as trustee
(incorporated by reference to Exhibit 4.3 to Cardinal Health’s Current Report on Form 8-K filed on
October 4, 2006, File No. 1-11373)

Second Supplemental Indenture, dated June 8, 2007, between Cardinal Health, Inc. and The Bank of
New York Trust Company, N.A., (successor to J.P. Morgan Trust Company, National Association,
successor to Bank One, N.A., formerly known as Bank One, Columbus, N.A.), as trustee
(incorporated by reference to Exhibit 4.01 to Cardinal Health’s Current Report on Form 8-K filed on
June 8, 2007, File No. 1-11373)

6.75% Notes due 2011 (incorporated by reference to Exhibit 4.2.6 to Cardinal Health’s Annual
Report on Form 10-K for the fiscal year ended June 30, 2008, File No. 1-11373)
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425

4.2.6

4.2.7

4.2.8

429

43.1

432

4.4

10.1.1

10.1.2

10.1.3

10.1.4

10.1.5

10.1.6

10.1.7

10.1.8

4.00% Notes due 2015 (incorporated by reference to Exhibit 4.2.7 to Cardinal Health’s Annual Report
on Form 10-K for the fiscal year ended June 30, 2008, File No. 1-11373)

5.85% Notes due 2017 (incorporated by reference to Exhibit 4.2.8 to Cardinal Health’s Annual Report
on Form 10-K for the fiscal year ended June 30, 2008, File No. 1-11373)

5.80% Notes due 2016 (incorporated by reference to Exhibit 4.2.10 to Cardinal Health’s Annual
Report on Form 10-K for the fiscal year ended June 30, 2008, File No. 1-11373)

6.00% Notes due 2017 (incorporated by reference to Exhibit 4.2.11 to Cardinal Health’s Annual
Report on Form 10-K for the fiscal year ended June 30, 2008, File No. 1-11373)

5.65% Notes due 2012 (incorporated by reference to Exhibit 4.2.12 to Cardinal Health’s Annual
Report on Form 10-K for the fiscal year ended June 30, 2008, File No. 1-11373)

Indenture, dated as of June 2, 2008, between Cardinal Health, Inc. and The Bank of New York Trust
Company, N.A. (incorporated by reference to Exhibit 4.1 to Cardinal Health’s Current Report on
Form 8-K filed on June 2, 2008, File No. 1-11373)

5.50% Notes due 2013 (incorporated by reference to Exhibit 4.2 to Cardinal Health’s Current Report
on Form 8-K filed on June 2, 2008, File No. 1-11373)

Agreement to furnish to the Securities and Exchange Commission upon request a copy of instruments
defining the rights of holders of certain long-term debt of Cardinal Health, Inc. and consolidated
subsidiaries (incorporated by reference to Exhibit 4.07 to Cardinal Health’s Annual Report on

Form 10-K for the fiscal year ended June 30, 2005, File No. 1-11373)

Cardinal Health, Inc. 2005 Long-Term Incentive Plan (incorporated by reference to Exhibit 10.01 to
Cardinal Health’s Current Report on Form 8-K filed on November 7, 2005, File No. 1-11373)*

First Amendment to Cardinal Health, Inc. 2005 Long-Term Incentive Plan (incorporated by reference
to Exhibit 10.01 to Cardinal Health’s Quarterly Report on Form 10-Q for the quarter ended March 31,
2006, File No. 1-11373)*

Cardinal Health, Inc. 2005 Long-Term Incentive Plan (as amended and restated as of November 3,
2008) (incorporated by reference to Exhibit 10.1 to Cardinal Health’s Quarterly Report on Form 10-Q
for the quarter ended September 30, 2008, File No. 1-11373)*

First Amendment to Cardinal Health, Inc. 2005 Long-Term Incentive Plan (as amended and restated
as of November 5, 2008) (incorporated by reference to Exhibit 10.1.1 to Cardinal Health’s Quarterly
Report on Form 10-Q for the quarter ended September 30, 2009, File No. 1-11373)*

Second Amendment to Cardinal Health, Inc. 2005 Long-Term Incentive Plan (as amended and
restated as of November 5, 2008) (incorporated by reference to Exhibit 10.1.2 to Cardinal Health’s
Quarterly Report on Form 10-Q for the quarter ended September 30, 2009, File No. 1-11373)*

Form of Nonqualified Stock Option Agreement under the Cardinal Health, Inc. 2005 Long-Term
Incentive Plan, as amended (grants made to executive officers in August 2006) (incorporated by
reference to Exhibit 10.03 to Cardinal Health’s Current Report on Form 8-K filed on August 7, 2006,
File No. 1-11373)*

Form of Nonqualified Stock Option Agreement under the Cardinal Health, Inc. 2005 Long-Term
Incentive Plan, as amended (grants made to executive officers in August and October 2007)
(incorporated by reference to Exhibit 10.2 to Cardinal Health’s Current Report on Form 8-K filed on
August 13, 2007, File No. 1-11373)*

Form of Nonqualified Stock Option Agreement under the Cardinal Health, Inc. 2005 Long-Term
Incentive Plan, as amended (grants made to executive officers in February and August 2008)
(incorporated by reference to Exhibit 10.1 to Cardinal Health’s Quarterly Report on Form 10-Q for
the quarter ended December 31, 2007, File No. 1-1 1373)*
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10.1.9

10.1.10

10.1.11

10.1.12

10.1.13

10.1.14

10.1.15

10.1.16

10.1.17

10.1.18

10.1.19

Form of Cardinal Health, Inc. Nonqualified Stock Option Agreement between Cardinal Health, Inc.
(under the Cardinal Health, Inc. Stock Option Exchange Program) (grants made to executive officers
in July 2009) (incorporated by reference to Exhibit 99(d)(2) to Cardinal Health’s Schedule TO-I
filed on June 19, 2009)*

Form of Nonqualified Stock Option Agreement under the Cardinal Health, Inc. 2005 Long-Term
Incentive Plan, as amended and restated as of November 5, 2008 (grants made to executive officers
in September 2009) (incorporated by reference to Exhibit 10.1.3 to Cardinal Health’s Quarterly
Report on Form 10-Q for the quarter ended September 30, 2009, File No. 1-11373)*

Form of Nonqualified Stock Option Agreement under the Cardinal Health, Inc. 2005 Long-Term
Incentive Plan, as amended and restated as of November 5, 2008, as amended (grants to be made to
executive officers in August 2010 and thereafter)*

Form of Restricted Share Units Agreement under the Cardinal Health, Inc. 2005 Long-Term
Incentive Plan, as amended (grants made to executive officers in August 2006) (incorporated by
reference to Exhibit 10.04 to Cardinal Health’s Current Report on Form 8-K filed on August 7, 2006,
File No. 1-11373)*

Form of Restricted Share Units Agreement under the Cardinal Health, Inc. 2005 Long-Term
Incentive Plan, as amended (grants made to executive officers in August and October 2007)
(incorporated by reference to Exhibit 10.3 to Cardinal Health’s Current Report on Form 8-K filed on
August 13, 2007, File No. 1-11373)*

Form of Restricted Share Units Agreement under the Cardinal Health, Inc. 2005 Long-Term
Incentive Plan, as amended (grants made to executive officers in February and August 2008)
(incorporated by reference to Exhibit 10.2 to Cardinal Health’s Quarterly Report on Form 10-Q for
the quarter ended December 31, 2007, File No. 1-11373)*

Form of Restricted Share Units Agreement under the Cardinal Health, Inc. 2005 Long-Term

Incentive Plan, as amended, for RSU grants to be made in connection with the Planned Spin-Off
(grants made to executive officers in October 2008) (incorporated by reference to Exhibit 10.2 to
Cardinal Health’s Current Report on Form 8-K filed on September 29, 2008, File No. 1-11373)*

Form of Restricted Share Units Agreement under the Cardinal Health, Inc. 2005 Long-Term
Incentive Plan, as amended and restated as of November 5, 2008 (grants made to executive officers
in September 2009) (incorporated by reference to Exhibit 10.1.4 to Cardinal Health’s Quarterly
Report on Form 10-Q for the quarter ended September 30, 2009, File No. 1-11373)*

Form of Restricted Share Units Agreement under the Cardinal Health, Inc. 2005 Long-Term
Incentive Plan, as amended and restated as of November 5, 2008, as amended (grants to be made to
executive officers in August 2010 and thereafter)*

Copy of resolutions adopted by the Human Resources and Compensation Committee of the Board of
Directors on August 7, 2007 amending outstanding Nonqualified Stock Option, Restricted Share and
Restricted Share Units Agreements under the Cardinal Health, Inc. 2005 Long-Term Incentive Plan,
as amended (incorporated by reference to Exhibit 10.1.10 to Cardinal Health’s Annual Report on
Form 10-K for the fiscal year ended June 30, 2007, File No. 1-11373)*

Copy of resolutions adopted by the Human Resources and Compensation Committee of the Board of
Directors on November 6, 2007 amending outstanding Nonqualified Stock Option, Restricted Share
and Restricted Share Units Agreements under the Cardinal Health, Inc. 2005 Long-Term Incentive
Plan, as amended, the Cardinal Health, Inc. Amended and Restated Equity Incentive Plan, as
amended, and the Cardinal Health, Inc. Broadly-based Equity Incentive Plan, as amended
(incorporated by reference to Exhibit 10.3 to Cardinal Health’s Quarterly Report on Form 10-Q for
the quarter ended December 31, 2007, File No. 1-11373)*
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10.1.20

10.2.1

10.2.2

10.2.3

10.2.4

10.2.5

10.2.6

10.2.7

10.2.8

10.2.9

10.2.10

10.2.11

Copy of resolutions adopted by the Human Resources and Compensation Committee of the Board of
Directors on September 26, 2008 amending outstanding Nonqualified Stock Option Agreements under
the Cardinal Health, Inc. 2005 Long-Term Incentive Plan, as amended, the Cardinal Health, Inc.
Amended and Restated Equity Incentive Plan, as amended, and the Cardinal Health, Inc. Broadly-based
Equity Incentive Plan, as amended (incorporated by reference to Exhibit 10.2 to Cardinal Health’s
Quarterly Report on Form 10-Q for the quarter ended September 30, 2008, File No. 1-11373)*

Cardinal Health, Inc. Equity Incentive Plan, as amended (incorporated by reference to Exhibit 99 to
Cardinal Health’s Registration Statement on Form S-8 filed on November 16, 1995, No. 33-64337,
Exhibit 10.03 to Cardinal Health’s Annual Report on Form 10-K for the fiscal year ended June 30,
1998, File No. 1-11373, Exhibit 10.01 to Cardinal Health’s Quarterly Report on Form 10-Q for the
quarter ended December 31, 1998, File No. 1-11373, and Exhibit 4(b) to Cardinal Health’s
Registration Statement on Form S-8 filed on February 22, 1999, No. 333-72727)*

Cardinal Health, Inc. Amended and Restated Equity Incentive Plan, as amended (incorporated by
reference to Exhibit 10.02 to Cardinal Health’s Quarterly Report on Form 10-Q for the quarter ended
September 30, 2005, File No. 1-11373)*

Copy of resolutions adopted by the Human Resources and Compensation Committee of the Board of
Directors on May 7, 2002 amending the Cardinal Health, Inc. Amended and Restated Equity
Incentive Plan, as amended, and the Cardinal Health, Inc. Broadly-based Equity Incentive Plan, as
amended (incorporated by reference to Exhibit 10.2.3 to Cardinal Health’s Annual Report on

Form 10-K for the fiscal year ended June 30, 2007, File No. 1-11373)*

Third Amendment to the Cardinal Health, Inc. Amended and Restated Equity Incentive Plan, as
amended (incorporated by reference to Exhibit 10.2.4 to Cardinal Health’s Annual Report on
Form 10-K for the fiscal year ended June 30, 2007, File No. 1-11373)*

Fourth Amendment to Cardinal Health, Inc. Amended and Restated Equity Incentive Plan, as
amended (incorporated by reference to Exhibit 10.6 to Cardinal Health’s Quarterly Report on
Form 10-Q for the quarter ended December 31, 2009, File No. 1-11373)*

Form of Nonqualified Stock Option Agreement under the Cardinal Health, Inc. Amended and
Restated Equity Incentive Plan, as amended (grant made to executive officer in November 2001)
(incorporated by reference to Exhibit 10.01 to Cardinal Health’s Quarterly Report on Form 10-Q for
the quarter ended December 31, 2001, File No. 1-11373)*

Form of Nonqualified Stock Option Agreement under the Cardinal Health, Inc. Amended and
Restated Equity Incentive Plan, as amended (grants made to executive officers in November 2002
and November 2003) (incorporated by reference to Exhibit 10.01 to Cardinal Health’s Quarterly
Report on Form 10-Q for the quarter ended December 31, 2003, File No. 1-11373)*

Form of Nonqualified Stock Option Agreement under the Cardinal Health, Inc. Amended and
Restated Equity Incentive Plan, as amended (grants made to executive officers in August 2004)
(incorporated by reference to Exhibit 10.04 to Cardinal Health’s Quarterly Report on Form 10-Q for
the quarter ended December 31, 2004, File No. 1-11373)*

Form of Nonqualified Stock Option Agreement under the Cardinal Health, Inc. Amended and
Restated Equity Incentive Plan, as amended, for cliff vesting (grant made to executive officer in
April 2005) (incorporated by reference to Exhibit 10.01 to Cardinal Health’s Quarterly Report on
Form 10-Q for the quarter ended March 31, 2005, File No. 1-11373)*

Form of Nonqualified Stock Option Agreement under the Cardinal Health, Inc. Amended and
Restated Equity Incentive Plan, as amended, for installment vesting (grants made to executive
officers in April and September 2005) (incorporated by reference to Exhibit 10.03 to Cardinal
Health’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2005, File No. 1-11373)*

Form of Restricted Shares Agreement under the Cardinal Health, Inc. 2005 Long-Term Incentive
Plan, as amended (grant made to executive officer in August 2007)*
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10.2.12

10.2.13

10.2.14

10.2.15

10.2.16

10.2.17

10.2.18

10.2.19

10.3.1

10.3.2

10.3.3

10.34

10.3.5

Form of Restricted Shares Agreement under the Cardinal Health, Inc. 2005 Long-Term Incentive
Plan, as amended (grant made to executive officer in August 2008)*

Form of Restricted Share Units Agreement under the Cardinal Health, Inc. Amended and Restated
Equity Incentive Plan, as amended, for cliff vesting (grant made in April 2005) (incorporated by
reference to Exhibit 10.05 to Cardinal Health’s Quarterly Report on Form 10-Q for the quarter ended
March 31, 2005, File No. 1-11373)*

Form of Restricted Share Units Agreement under the Cardinal Health, Inc. Amended and Restated
Equity Incentive Plan, as amended, for installment vesting (grants made to executive officers in
April 2005) (incorporated by reference to Exhibit 10.06 to Cardinal Health’s Quarterly Report on
Form 10-Q for the quarter ended March 31, 2005, File No. 1-11373)*

Copy of resolutions adopted by the Human Resources and Compensation Committee of the Board of
Directors on August 7, 2007 amending outstanding Nonqualified Stock Option, Restricted Share and
Restricted Share Units Agreements under the Cardinal Health, Inc. Amended and Restated Equity
Incentive Plan, as amended, and the Cardinal Health, Inc. Broadly-based Equity Incentive Plan, as
amended (incorporated by reference to Exhibit 10.2.17 to Cardinal Health’s Annual Report on Form 10-K
for the fiscal year ended June 30, 2007, File No. 1-11373)*

Form of Directors’ Stock Option Agreement under the Cardinal Health, Inc. Amended and Restated
Equity Incentive Plan, as amended (grants made in November 2000) (incorporated by reference to
Exhibit 10.2.19 to Cardinal Health’s Annual Report on Form 10-K for the fiscal year ended June 30,
2007, File No. 1-11373)*

Form of Directors’ Stock Option Agreement under the Cardinal Health, Inc. Amended and Restated
Equity Incentive Plan, as amended (grants made in November 2001 and May and November 2002)
(incorporated by reference to Exhibit 10.02 to Cardinal Health’s Quarterly Report on Form 10-Q for
the quarter ended December 31, 2001, File No. 1-11373)*

Form of Directors’ Stock Option Agreement under the Cardinal Health, Inc. Amended and Restated
Equity Incentive Plan, as amended (grants made in November 2003 and December 2004)
(incorporated by reference to Exhibit 10.03 to Cardinal Health’s Quarterly Report on Form 10-Q for
the quarter ended December 31, 2003, File No. 1-11373)*

Form of Directors’ Stock Option Agreement under the Cardinal Health, Inc. Amended and Restated
Equity Incentive Plan, as amended (grants made in November 2005) (incorporated by reference to
Exhibit 10.07 to Cardinal Health’s Current Report on Form 8-K filed on November 7, 2005, File
No. 1-11373)*

Cardinal Health, Inc. Outside Directors Equity Incentive Plan (incorporated by reference to Exhibit 4(b)
to Cardinal Health’s Registration Statement on Form S-8 filed on May 31, 2000, No. 333-38192)*

Cardinal Health, Inc. Amended and Restated Outside Directors Equity Incentive Plan (incorporated
by reference to Exhibit 10.23 to Cardinal Health's Annual Report on Form 10-K for the fiscal year
ended June 30, 2005, File No. 1-11373)*

First Amendment to Cardinal Health, Inc. Amended and Restated Outside Directors Equity Incentive
Plan (incorporated by reference to Exhibit 10.02 to Cardinal Health’s Quarterly Report on Form 10-Q
for the quarter ended March 31, 2006, File No. 1-11373)*

Form of Directors’ Stock Option Agreement under the Cardinal Health, Inc. Outside Directors Equity
Incentive Plan (grants made in November 2000) (incorporated by reference to Exhibit 10.3.4 to Cardinal
Health’s Annual Report on Form 10-K for the fiscal year ended June 30, 2007, File No. 1-11373)*

Form of Directors” Stock Option Agreement under the Cardinal Health, Inc. Outside Directors
Equity Incentive Plan (grants made in November 2001 and May and November 2002) (incorporated
by reference to Exhibit 10.03 to Cardinal Health’s Quarterly Report on Form 10-Q for the quarter
ended December 31, 2001, File No. 1-11373)*
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10.3.6

10.3.7

10.3.8

10.3.9

10.3.10

10.4.1

10.4.2

10.4.3

1044

10.4.5

10.5.1

10.5.2

Form of Directors’ Stock Option Agreement under the Cardinal Health, Inc. QOutside Directors
Equity Incentive Plan (grants made in November 2003 and December 2004) (incorporated by
reference to Exhibit 10.04 to Cardinal Health’s Quarterly Report on Form 10-Q for the quarter ended
December 31, 2003, File No. 1-11373)*

Form of Directors’ Stock Option Agreement under the Cardinal Health, Inc. Amended and Restated
Outside Directors Equity Incentive Plan (grants made in November 2005 and December 2006)
(incorporated by reference to Exhibit 10.08 to Cardinal Health’s Current Report on Form 8-K filed
on November 7, 2005, File No. 1-11373)*

Form of Directors’ Stock Option Agreement under the Cardinal Health, Inc. Amended and Restated
Outside Directors Equity Incentive Plan, as amended (grants made in November and December 2006
and August and November 2007) (incorporated by reference to Exhibit 10.03 to Cardinal Health’s
Current Report on Form 8-K filed on November 13, 2006, File No. 1-11373)*

Form of Directors’ Restricted Share Units Agreement under the Cardinal Health, Inc. Amended and
Restated Outside Directors Equity Incentive Plan (grants made in November 2005 and December
2006) (incorporated by reference to Exhibit 10.09 to Cardinal Health’s Current Report on Form 8-K
filed on November 7, 2005, File No. 1-11373)*

Form of Directors’ Restricted Share Units Agreement under the Cardinal Health, Inc. Amended and
Restated Outside Directors Equity Incentive Plan, as amended (grants made in November and
December 2006 and August and November 2007) (incorporated by reference to Exhibit 10.04 to
Cardinal Health’s Current Report on Form 8-K filed on November 13, 2006, File No. 1-11373)*

Cardinal Health, Inc. 2007 Nonemployee Directors Equity Incentive Plan (incorporated by reference
to Exhibit 10.4 to Cardinal Health’s Quarterly Report on Form 10-Q for the quarter ended
December 31, 2007, File No. 1-11373)*

First Amendment to Cardinal Health, Inc. 2007 Nonemployee Directors Equity Incentive Plan
(incorporated by reference to Exhibit 10.2.1 to Cardinal Health’s Quarterly Report on Form 10-Q for
the quarter ended September 30, 2009, File No. 1-1 1373)*

Form of Directors’ Stock Option Agreement under the Cardinal Health, Inc. 2007 Nonemployee
Directors Equity Incentive Plan (grants made in November 2008) (incorporated by reference to
Exhibit 10.5 to Cardinal Health’s Quarterly Report on Form 10-Q for the quarter ended
December 31, 2007, File No. 1-11373)*

Form of Directors’ Restricted Share Units Agreement under the Cardinal Health, Inc. 2007
Nonemployee Directors Equity Incentive Plan (grants made in November 2008) (incorporated by
reference to Exhibit 10.5 to Cardinal Health’s Quarterly Report on Form 10-Q for the quarter ended
December 31, 2008, File No. 1-11373)*

Form of Directors’ Restricted Share Units Agreement under the Cardinal Health, Inc. 2007
Nonemployee Directors Equity Incentive Plan (grants made in August, October, and December
2009, and January 2010) (incorporated by reference to Exhibit 10.2.2 to Cardinal Health’s Quarterly
Report on Form 10-Q for the quarter ended September 30, 2009, File No. 1-11373)*

Term Sheet for Adjustments to Cardinal Health Stock Options and Terms of CareFusion Stock

Options (For current and former U.S. Cardinal Health employees) (incorporated by reference to
Exhibit 10.2 to Cardinal Health’s Current Report on Form 8-K filed on September 1, 2009, File
No. 1-11373)*

Term Sheet for Adjustments to Cardinal Health Restricted Share Units and Terms of CareFusion
Restricted Share Units (For current and former U.S. Cardinal Health employees) (incorporated by
reference to Exhibit 10.3 to Cardinal Health’s Current Report on Form 8-K filed on September 1,
2009, File No. 1-11373)*
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10.5.3

10.54

10.5.5

10.6.1

10.6.2

10.6.3

10.7.1

10.7.2

10.7.3

10.7.4

10.7.5

10.7.6

10.7.7

10.8

10.9.1

10.9.2

Term Sheet for Adjustments to Cardinal Health Restricted Share Awards and Terms of CareFusion
Restricted Share Awards (For current and former U.S. Cardinal Health employees)*

Term Sheet for Adjustments to Cardinal Health Stock Options and Terms of CareFusion Stock
Options (For Directors)*

Term Sheet for Adjustments to Cardinal Health Restricted Share Units and Terms of CareFusion
Restricted Share Units (For Directors)*

Cardinal Health, Inc. Broadly-based Equity Incentive Plan, as amended (incorporated by reference to
Exhibit 10.52 to Cardinal Health’s Annual Report on Form 10-K for the fiscal year ended June 30,
2002, File No. 1-11373)*

Second Amendment to the Cardinal Health, Inc. Broadly-based Equity Incentive Plan, as amended
(incorporated by reference to Exhibit 10.4.2 to Cardinal Health’s Annual Report on Form 10-K for the
fiscal year ended June 30, 2007, File No. 1-11373)*

Third Amendment to the Cardinal Health, Inc. Broadly-based Equity Incentive Plan, as amended
(incorporated by reference to Exhibit 10.5 to Cardinal Health’s Quarterly Report on Form 10-Q for
the quarter ended December 31, 2009, File No. 1-1 1373)*

Cardinal Health Deferred Compensation Plan, amended and restated effective January 1, 2005
(incorporated by reference to Exhibit 10.02 to Cardinal Health’s Current Report on Form 8-K filed on
December 14, 2004, File No. 1-11373)*

Amendment to the Cardinal Health Deferred Compensation Plan, as amended and restated effective
January 1, 2005 (incorporated by reference to Exhibit 10.01 to Cardinal Health’s Current Report on
Form 8-K filed on December 22, 2005, File No. 1-1 1373)*

First Amendment to the Cardinal Health Deferred Compensation Plan, as amended and restated
effective January 1, 2005 (incorporated by reference to Exhibit 10.03 to Cardinal Health’s Quarterly
Report on Form 10-Q for the quarter ended December 31, 2006, File No. 1-11373)*

Second Amendment to the Cardinal Health Deferred Compensation Plan, as amended and restated
effective January 1, 2005 (incorporated by reference to Exhibit 10.01 to Cardinal Health’s Quarterly
Report on Form 10-Q for the quarter ended March 31, 2007, File No. 1-11373)*

Cardinal Health Deferred Compensation Plan, amended and restated effective January 1, 2009
(incorporated by reference to Exhibit 10.6.5 to Cardinal Health’s Annual Report on Form 10-K for the
fiscal year ended June 30, 2008, File No. 1-11373)*

First Amendment to Cardinal Health Deferred Compensation Plan, amended and restated effective
January 1, 2009 (incorporated by reference to Exhibit 10.4 to Cardinal Health’s Quarterly Report on
Form 10-Q for the quarter ended September 30, 2008, File No. 1-11373)*

Second Amendment to Cardinal Health Deferred Compensation Plan, as amended and restated
effective January 1, 2009 (incorporated by reference to Exhibit 10.1 to Cardinal Health’s Quarterly
Report on Form 10-Q for the quarter ended March 31, 2010, File No. 1-11373)*

Cardinal Health, Inc. Global Employee Stock Purchase Plan, as amended and restated effective as of
May 10, 2006 (incorporated by reference to Exhibit 10.04 to Cardinal Health’s Quarterly Report on
Form 10-Q for the quarter ended December 31, 2006, File No. 1-11373)*

Cardinal Health, Inc. Amended and Restated Management Incentive Plan (incorporated by reference
to Exhibit 10.02 to Cardinal Health’s Current Report on Form 8-K filed on November 13, 2006, File
No. 1-11373)*

First Amendment to the Cardinal Health, Inc. Amended and Restated Management Incentive
(incorporated by reference to Exhibit 10.7.2 to Cardinal Health’s Annual Report on Form 10-K for the
fiscal year ended June 30, 2007, File No. 1-1 1373)*
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10.10

10.11

10.12.1

10.12.2

10.12.3

10.12.4

10.12.5

10.12.6

10.13

10.14

10.15

10.16

10.17

10.18

10.19

Cardinal Health, Inc. Long-Term Incentive Cash Program (incorporated by reference to Exhibit 10.1
to Cardinal Health’s Current Report on Form 8-K filed on August 13, 2007, File No. 1-11373)*

Cardinal Health, Inc. Policy Regarding Shareholder Approval of Severance Agreements
(incorporated by reference to Exhibit 10.09 to Cardinal Health’s Current Report on Form 8-K filed
on August 7, 2006, File No. 1-11373)*

Amended Employment Agreement dated, April 17, 2006, as amended on September 21, 2007,
between Cardinal Health, Inc. and R. Kerry Clark (incorporated by reference to Exhibit 10.01 to
Cardinal Health’s Current Report on Form 8-K filed on September 25, 2007, File No. 1-11373)*

Amendment, dated as of September 26, 2008, to Employment Agreement, dated as of April 17,
2006, as amended on September 21, 2007, by and between Cardinal Health, Inc. and R. Kerry Clark
(incorporated by reference to Exhibit 10.1 to Cardinal Health’s Current Report on Form 8-K filed on
September 29, 2008, File No. 1-11373)*

Second Amendment, dated as of August 4, 2009, to Employment Agreement, dated as of April 17,
2006, as amended on September 21, 2007, as amended on September 26, 2008, by and between

Cardinal Health, Inc. and R. Kerry Clark (incorporated by reference to Exhibit 10.11.3 to Cardinal
Health’s Annual Report on Form 10-K for the fiscal year ended June 30, 2009, File No. 1-11373)*

Release Agreement effective as of September 1, 2009 by R. Kerry Clark for the benefit of Cardinal
Health, Inc., and Release Agreement effective as of September 1, 2009 by Cardinal Health, Inc. for
the benefit of R. Kerry Clark (incorporated by reference to Exhibit 10.3 to Cardinal Health’s
Quarterly Report on Form 10-Q for the quarter ended September 30, 2009, File No. 1-11373)*

Nongqualified Stock Option Agreement, dated April 17, 2006, between Cardinal Health, Inc. and
R. Kerry Clark (incorporated by reference to Exhibit 10.04 to Cardinal Health’s Current Report on
Form 8-K filed on April 19, 2006, File No. 1-11373)*

Restricted Share Units Agreement, dated April 17, 2006, between Cardinal Health, Inc. and R. Kerry
Clark (incorporated by reference to Exhibit 10.05 to Cardinal Health’s Current Report on Form 8-K
filed on April 19, 2006, File No. 1-11373)*

Employment Agreement, dated August 5, 2009, 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
August 10, 2009, File No. 1-11373)* ‘

Form of amended and restated Aircraft Time Sharing Agreement between Cardinal Health, Inc. and
George S. Barrett (incorporated by reference to Exhibit 10.4.2 to Cardinal Health’s Quarterly Report
on Form 10-Q for the quarter ended September 30, 2009, File No. 1-11373)*

Confidentiality and Business Protection Agreement, effective as of February 15, 2010, between
Cardinal Health, Inc. and Michael C. Kaufmann*

Confidentiality and Business Protection Agreement, effective as of September 29, 2008, between
Cardinal Health, Inc. and Michael A. Lynch*

Nonqualified Stock Option Agreement, dated July 27, 2004, between Cardinal Health, Inc. and
J. Michael Losh (incorporated by reference to Exhibit 10.71 to Cardinal Health’s Annual Report on
Form 10-K for the fiscal year ended June 30, 2006, File No. 1-11373)*

Form of Indemnification Agreement between Cardinal Health, Inc. and individual directors
(incorporated by reference to Exhibit 10.38 to Cardinal Health’s Annual Report on Form 10-K for
the fiscal year ended June 30, 2004, File No. 1-11373)*

Form of Indemnification Agreement between Cardinal Health, Inc. and individual officers
(incorporated by reference to Exhibit 10.39 to Cardinal Health’s Annual Report on Form 10-K for
the fiscal year ended June 30, 2004, File No. 1-11373)*
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10.20.1

10.20.2

10.21.1

10.21.2

10.21.3

10.21.4

10.21.5

10.21.6

10.21.7

10.21.8

10.21.9

10.21.10

10.21.11

10.22.1

Description of outside director compensation effective November 7, 2007 (incorporated by
reference to Exhibit 10.21.2 to Cardinal Health’s Annual Report on Form 10-K for the fiscal year
ended June 30, 2007, File No. 1-11373)*

Description of Nonemployee Directors Compensation effective November 1, 2009 (incorporated by
reference to Exhibit 10.23.2 to Cardinal Health’s Annual Report on Form 10-K for the fiscal year
ended June 30, 2009, File No. 1-11373)*

Issuing and Paying Agency Agreement, dated August 9, 2006, between Cardinal Health, Inc. and
The Bank of New York (incorporated by reference to Exhibit 10.01 to Cardinal Health’s Annual
Report on Form 10-K for the fiscal year ended June 30, 2006, File No. 1-11373)

First Amendment to Issuing and Paying Agency Agreement, dated February 28, 2007, between
Cardinal Health, Inc. and The Bank of New York (incorporated by reference to Exhibit 10.01 to
Cardinal Health’s Current Report on Form 8-K filed on March 6, 2007, File No. 1-11373)

Commercial Paper Dealer Agreement, dated August 9, 2006, between Cardinal Health, Inc. and
J.P. Morgan Securities Inc. (incorporated by reference to Exhibit 10.02 to Cardinal Health’s Annual
Report on Form 10-K for the fiscal year ended June 30, 2006, File No. 1-11373)

First Amendment to Commercial Paper Dealer Agreement, dated February 28, 2007, between
Cardinal Health, Inc. and J.P. Morgan Securities Inc. (incorporated by reference to Exhibit 10.02 to
Cardinal Health’s Current Report on Form 8-K filed on March 6, 2007, File No. 1-11373)

Commercial Paper Dealer Agreement, dated August 9, 2006, between Cardinal Health, Inc. and
Banc of America Securities LLC (incorporated by reference to Exhibit 10.03 to Cardinal Health’s
Annual Report on Form 10-K for the fiscal year ended June 30, 2006, File No. 1-11373)

First Amendment to Commercial Paper Dealer Agreement, dated February 28, 2007, between Cardinal
Health, Inc. and Banc of America Securities LLC (incorporated by reference to Exhibit 10.03 to
Cardinal Health’s Current Report on Form 8-K filed on March 6, 2007, File No. 1-11373)

Commercial Paper Dealer Agreement, dated August 9, 2006, between Cardinal Health, Inc. and
Wachovia Capital Markets, LLC (incorporated by reference to Exhibit 10.04 to Cardinal Health’s
Annual Report on Form 10-K for the fiscal year ended June 30, 2006, File No. 1-11373)

First Amendment to Commercial Paper Dealer Agreement, dated February 28, 2007, between
Cardinal Health, Inc. and Wachovia Capital Markets, LLC (incorporated by reference to Exhibit 10.04
to Cardinal Health’s Current Report on Form 8-K filed on March 6, 2007, File No. 1-11373)

Commercial Paper Dealer Agreement, dated August 9, 2006, between Cardinal Health, Inc. and
Goldman, Sachs & Co. (incorporated by reference to Exhibit 10.05 to Cardinal Health’s Annual
Report on Form 10-K for the fiscal year ended June 30, 2006, File No. 1-11373)

First Amendment to Commercial Paper Dealer Agreement, dated February 28, 2007, between
Cardinal Health, Inc. and Goldman, Sachs & Co. (incorporated by reference to Exhibit 10.05 to
Cardinal Health’s Current Report on Form 8-K filed on March 6, 2007, File No. 1-11373)

Form of Commercial Paper Dealer Agreement between Cardinal Health, Inc. and Sun Trust
Robinson Humphrey, Inc. (incorporated by reference to Exhibit 10.2 to Cardinal Health’s Current
Report on Form 8-K filed on April 21, 2009, File No. 1-11373)

Five-year Credit Agreement, dated as of January 24, 2007, between Cardinal Health, certain
lenders, Bank of America, N.A., as Administrative Agent, JPMorgan Chase Bank N.A. and
Barclays Bank PLC, as Syndication Agents, Morgan Stanley Bank and Deutsche Bank Securities
Inc., as Documentation Agents, and Banc of America Securities LLC, J.P. Morgan Securities, Inc.
and Barclays Capital, as Joint Lead Arrangers and Book Managers (incorporated by reference to
Exhibit 10.01 to Cardinal Health’s Quarterly Report on Form 10-Q for the quarter ended
December 31, 2006, File No. 1-11373)
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10.22.2

10.23.1

10.23.2

10.23.3

10.23.4

10.23.5

10.23.6

10.23.7

10.23.8

10.24.1

10.24.2

10.24.3

Amendment No. 1 to Credit Agreement and Limited Consent, dated as of April 16, 2009, between
Cardinal Health, Inc., Bank of America, N.A., in its capacity as administrative agent for the lenders,
and certain lenders (incorporated by reference to Exhibit 10.1 to Cardinal Health’s Current Report on
Form 8-K filed on April 21, 2009, File No. 1-11373)

Third Amended and Restated Receivables Purchase Agreement, dated as of November 19, 2007,
among Cardinal Health Funding, LLC, Griffin Capital, LLC, each entity signatory thereto as a
Conduit, each entity signatory thereto as a Financial Institution, each entity signatory thereto as a
Managing Agent and Wachovia Capital Markets, LLC, as the Agent (incorporated by reference to
Exhibit 10.1 to Cardinal Health’s Current Report on Form 8-K filed on November 26, 2007,

File No. 1-11373)

First Amendment, dated as of November 13, 2008, to the Third Amended and Restated Receivables
Purchase Agreement, dated as of November 19, 2007, among Cardinal Health Funding, LLC, Griffin
Capital, LLC, each entity signatory thereto as a Conduit, each entity signatory thereto as a Financial
Institution, each entity signatory thereto as a Managing Agent and Wachovia Capital Markets, LLC,
as the Agent (incorporated by reference to Exhibit 10.1 to Cardinal Health’s Current Report on
Form 8-K filed on November 18, 2008, File No. 1-11373)

Second Amendment and Joinder to the Third Amended and Restated Receivables Purchase
Agreement and Amendment to the Performance Guaranty, dated as of May 1, 2009 (incorporated by
reference to Exhibit 10.1 to Cardinal Health’s Quarterly Report on Form 10-Q for the quarter ended
March 31, 2009, File No. 1-11373)

Third Amendment, dated as of November 10, 2009, to the Third Amended and Restated Receivables
Purchase Agreement, dated as of November 19, 2007 (incorporated by reference to exhibit 10.1 to
Cardinal Health’s Current Report on Form 8-K filed on November 16, 2009, File No. 1-11373)

Fourth Amendment, dated as of March 25, 2010, to the Third Amended and Restated Receivables
Purchase Agreement and Waiver, dated as of November 19, 2007 (incorporated by reference to
Exhibit 10.2 to Cardinal Health’s Quarterly Report on Form 10-Q for the quarter ended March 31,
2010, File No. 1-11373)

Second Amended and Restated Performance Guaranty, dated as of June 20, 2007, executed by
Cardinal Health, Inc. in favor of Cardinal Health Funding, LLC (incorporated by reference to
Exhibit 10.25.3 to Cardinal Health’s Annual Report on Form 10-K for the fiscal year ended June 30,
2007, File No. 1-11373)

Third Amended and Restated Performance Guaranty, dated as of March 25, 2010, executed by
Cardinal Health, Inc. in favor of Cardinal Health Funding, LLC (incorporated by reference to
Exhibit 10.3 to Cardinal Health’s Quarterly Report on Form 10-Q for the quarter ended March 31,
2010, File No. 1-11373)

Omnibus Amendment and Waiver, dated as of December 15, 2009, to the Third Amended and
Restated Receivables Purchase Agreement and Waiver, dated as of November 19, 2007

Employee Matters Agreement, dated as of August 31, 2009, by and between Cardinal Health, Inc.
and CareFusion Corporation (incorporated by reference to Exhibit 10.1 to Cardinal Health’s Current
Report on Form 8-K filed on September 4, 2009, File No. 1-11373)

Transition Services Agreement, dated as of August 31, 2009, between Cardinal Health, Inc. and
CareFusion Corporation (incorporated by reference to Exhibit 10.2 to Cardinal Health’s Current
Report on Form 8-K filed on September 4, 2009, File No. 1-11373)

Tax Matters Agreement, dated as of August 31, 2009, by and between Cardinal Health, Inc. and
CareFusion Corporation (incorporated by reference to Exhibit 10.3 to Cardinal Health’s Current
Report on Form 8-K filed on September 4, 2009, File No. 1-11373)
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10.24.4

10.24.5

10.24.6

10.24.7

10.24.8

10.24.9

10.24.10

12.1
21.1
23.1
31.1

31.2

32.1

322

99.1
101.INS**
101.SCH**
101.CAL**

Stockholder’s and Registration Rights Agreement, dated as of August 31, 2009, by and between
Cardinal Health, Inc. and CareFusion Corporation (incorporated by reference to Exhibit 10.4 to
Cardinal Health’s Current Report on Form 8-K filed on September 4, 2009, File No. 1-11373)

Separation Agreement, dated July 22, 2009, by and between Cardinal Health, Inc. and
CareFusion Corporation (incorporated by reference to Exhibit 2.1 to Cardinal Health’s Current
Report on Form 8-K filed on July 22, 2009, File No. 1-11373)

Purchase Agreement, dated July 14, 2009, among CareFusion Corporation, Deutsche Bank
Securities Inc., Goldman, Sachs & Co. and UBS Securities LLC (incorporated by reference to
Exhibit 10.1 to Cardinal Health’s Current Report on Form 8-K filed on July 22, 2009, File
No. 1-11373)

Three Year Credit Agreement, dated as of July 1, 2009, among CareFusion Corporation, the
guarantors named therein, Bank of America, N.A., as administrative agent, swing line lender
and L/C Issuer, JPMorgan Chase Bank, N.A. and Morgan Stanley Senior Funding, Inc., as
syndication agents, and the other lenders party thereto (incorporated by reference to Exhibit 10.1
to Cardinal Health’s Current Report on Form 8-K filed on July 6, 2009, File No. 1-11373)

364-Day Credit Agreement, dated as of July 1, 2009, among CareFusion Corporation, the
guarantors named therein, Bank of America, N.A., as administrative agent, swing line lender
and L/C Issuer, JPMorgan Chase Bank, N.A. and Morgan Stanley Senior Funding, Inc., as
syndication agents, and the other lenders party thereto (incorporated by reference to Exhibit 10.2
to Cardinal Health’s Current Report on Form 8-K filed on July 6, 2009, File No. 1-11373)

Bridge Credit Agreement, dated as of July 1, 2009, among CareFusion Corporation, the
guarantors named therein, Bank of America, N.A., as administrative agent, and Banc of America
Securities LLC, J.P. Morgan Securities Inc. and Morgan Stanley Senior Funding, Inc. as joint
lead arrangers and joint book managers, and the other lenders party thereto (incorporated by
reference to Exhibit 10.3 to Cardinal Health’s Current Report on Form 8-K filed on July 6, 2009,
File No. 1-11373)

CareFusion Corporation 2009 Long-Term Incentive Plan (incorporated by reference to
Exhibit 99.1 to CareFusion’s Registration Statement on Form S-8 (File No. 333-161615) filed
with the Securities and Exchange Commission on August 28, 2009)

Computation of Ratio of Earnings to Fixed Charges
List of Subsidiaries of Cardinal Health, Inc.
Consent of Independent Registered Public Accounting Firm

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

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

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

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

Statement Regarding Forward-Looking Information
XBRL Instance Document
XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Document
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101.DEF** XBRL Taxonomy Definition Linkbase Document
101.LAB** XBRL Taxonomy Extension Label Linkbase Document

101.PRE** XBRL Taxonomy Extension Presentation Linkbase Document

*  Management contract or compensation plan or arrangement.

*#*  XBRL (Extensible Business Reporting Language) information is furnished and not filed or a part of a
registration statement or prospectus for purposes of Sections 11 or 12 of the Securities Act of 1933, is
deemed not filed for purposes of Section 18 of the Securities Exchange Act of 1934, and otherwise is not
subject to liability under these sections. This information will be filed by amendment within 30 days under
Rule 405 of Regulation S-T.

Cardinal Health Website

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

Pursuant to the requirements of Section 13 or 15(d) 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, on August 26, 2010.

CARDINAL HEALTH, INC.

By: /s/ GEORGE S. BARRETT

George S. Barrett
Chairman and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the
following persons on behalf of the Registrant and in the capacities indicated on August 26, 2010.

Name Title
/s/ GEORGE S. BARRETT Chairman and Chief Executive
George S. Barrett Officer and Director

(principal executive officer)

/s/  JEFFREY W. HENDERSON Chief Financial Officer
Jeffrey W. Henderson (principal financial officer)
/s/  STUART G. LAWS Senior Vice President and Chief Accounting
Stuart G. Laws Officer (principal accounting officer)
/s/ COLLEEN F. ARNOLD Director

Colleen F. Arnold

/s/  GLENN A. BRITT Director
Glenn A. Britt

/s/ CARRIE S. Cox Director

Carrie S. Cox

/s/  CALVIN DARDEN Director

Calvin Darden

/s/ BRUCE L. DOWNEY Director

Bruce L. Downey

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

Gregory B. Kenny

/s/  JAMES J. MONGAN, M.D. Director
James J. Mongan, M.D.

/s/  RICHARD C. NOTEBAERT Director
Richard C. Notebaert

/s/  DAVID W. RAISBECK Director
David W. Raisbeck

/s/ JEAN G. SPAULDING, M.D. Director
Jean G. Spaulding, M.D.
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CARDINAL HEALTH, INC. AND SUBSIDIARIES

SCHEDULE II—VALUATION AND QUALIFYING ACCOUNTS (3)

Balance at Chargedto  Charged to Balance at
Beginning  Costs and Other End
Description of Period Expenses Accounts (1) Deductions (2)  of Period
(In millions)
Fiscal Year 2010:
Accounts receivable ................... $111.8 $26.8 $4.1 $(11.3) $131.4
Finance notes receivable . ............... 5.2 0.2 0.1 2.8 8.3
Net investment in sales-type leases . . ... ... 0.6 0.2) 0.0 0.0 04
$117.6 $26.8 $4.2 $ (8.5 $140.1
Fiscal Year 2009:
Accounts receivable ................... $109.1 $50.7 $0.2 $(48.2) $111.8
Finance notes receivable ................ 4.2 0.6 0.4 0.0 5.2
Net investment in sales-type leases . ....... 0.6 0.1 0.0 0.1) 0.6
$113.9 $51.4 $0.6 $(48.3) $117.6
Fiscal Year 2008:
Accounts receivable ................... $105.5 $20.1 $3.0 $(19.5) $109.1
Finance notes receivable ................ 4.2 (0.1 0.0 0.1 4.2
Net investment in sales-type leases . . ... ... 0.7 0.1 0.0 0.0 0.6
$1104 $19.9 $3.0 $(19.4) $113.9
(1) During fiscal 2010, 2009 and 2008 recoveries of amounts provided for or written off in prior years were
$1.0 million, $0.5 million and $3.1 million, respectively.
(2) Write-off of uncollectible accounts.
(3) Amounts included herein pertain to the continuing operations of Cardinal Health.
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CORPORATE AND

INVESTOR INFORMATION

Corporate Offices
Cardinal Health
7000 Cardinal Place
Dublin, Ohio 43017
(614) 757.5000
cardinalhealth.com

Common shares

Cardinal Health common shares are listed on the New York Stock
Exchange under the ticker symbol “CAH,” and are a component of
the Standard & Poor’s 500 Index. As of June 30, 2010,

Cardinal Health had approximately 14,600 shareholders of record.

Annual meeting

The 2010 Annual Meeting of Shareholders will be held at 2 p.m.
Eastern Daylight Time on November 3, 2010, at Cardinal Health
headquarters in Dublin, Ohio. Shareholders are cordially
invited to attend.

Auditors
Ernst & Young LLP

Fiscal 2010 cash dividend data

Fiscal Record date Payment date Per common
quarter share amount
st October 1,2009 | October 15, 2009 $0.175

2nd January 1,2010 | January 15,2010 $0.175

3rd April 1,2010 April 15,2010 $0.175

4th July 1,2010 July 15,2010 $0.195

Financial information

Comprehensive financial and other information about
Cardinal Health can be obtained by visiting the Investors
page at cardinalhealth.com.

Available information includes historical stock information,
research analyst coverage, past and present financial statements,
recent company presentations, SEC filings, corporate governance
guidelines and board committee charters. This information—
including the Cardinal Health Annual Report, Forms 10-K, 10-Q,
8-K and other published corporate literature—is also available
without charge upon written request to the Investor Relations
department at the corporate office, or by calling Investor
Relations at (614) 757.5222.

Cardinal Health uses its website as a channel of distribution for
material company information. Important information, including
news releases, earnings and analyst presentations, and financial
information regarding Cardinal Health is routinely posted on

and accessible on the Investors page at cardinalhealth.com. In
addition, the Cardinal Health website allows investors and other
interested persons to sign up to automatically receive email alerts
when the company posts news releases, SEC filings and certain
other information on its website.

For other inquiries, call (614) 757.5000 and ask to speak to
someone in the Investor Relations department.

Transfer agent and registrar

Shareholders with inquiries regarding address corrections,
dividend payments, lost certificates or changes in
registered ownership should contact the Cardinal Health
stock transfer agent:

Computershare

P.O. Box 43023

Providence, Rhode Island 02940-3023
(877) 498.8861

computershare.com



CardinalHealth

Essential to care™

© Mixed Sources
Product group from well-managed
forests, controiled sources and
recycled woad or fiber

FSC www.fsc.org Cert no. SC5-COC-000648
© 1996 Forest Stewardship Council

© 2010 Cardinal Health. All rights reserved. CARDINAL HEALTH,
the Cardinal Health LOGO and Essential to care are trademarks or
registered trademarks of Cardinal Health. All other marks are the
property of their respective owners. Lit. No. 5MC1526-02 (09/201 0)

cardinalthealth.com

Cardinal Health
7000 Cardinal Place
Dublin, Ohio 43017



