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Key Highlights

Introduction

This Key Highlights section provides a brief overview of Cardinal Health, Inc. and does not contain all of the
information you should consider. Please read the entire Form 10-K carefully before voting or making an investment
decision. As used in this report, “we,” “our,” “us” and similar pronouns refer to Cardinal Health, Inc. and its subsidiaries,
unless the context requires otherwise.

References to Fiscal Years

Our fiscal year ends on June 30. References to fiscal 2015, 2014 and 2013 are to the fiscal years ended June 30, 2015,
2014 and 2013, respectively. Except as otherwise specified, information in this Form 10-K is provided as of June 30,
2015.

Non-GAAP Financial Measures

In the accompanying financial analysis of information, we sometimes use information derived from consolidated
financial data but not presented in our financial statements prepared in accordance with U.S. generally accepted
accounting principles (“GAAP”). Certain of these data are considered “non-GAAP financial measures” under the
Securities and Exchange Commission (“SEC”) rules. The reasons we use these non-GAAP financial measures and the
reconciliations to their most directly comparable GAAP financial measures are included in the “Supplemental
Information” section following Management’s Discussion and Analysis of Financial Condition and Results of
Operations ("MD&A") in this Form 10-K.

Important Information Regarding Forward-Looking Statements

This Form 10-K (including information incorporated by reference) includes forward-looking statements addressing
expectations, prospects, estimates and other matters that are dependent upon future events or developments. Many
forward-looking statements appear in MD&A, 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,”
similar expressions, and include statements reflecting future results or guidance, statements of outlook and expense
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 in “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.

99 ¢
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MD&A About Cardinal Health

Management's Discussion and Analysis of Financial Condition and Results of Operations (MD&A)

About Cardinal Health

99 ¢ 9 ¢

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 healthcare services

and products company that improves the cost-effectiveness of health care. We help pharmacies, hospitals, and other
healthcare providers focus on patient care while reducing costs, enhancing efficiency and improving quality. We also
provide medical products to patients in the home.

We manage our business and report our financial results in two segments: Pharmaceutical and Medical.

Pharmaceutical Segment

Our Pharmaceutical segment distributes branded and generic pharmaceutical, specialty pharmaceutical,
over-the-counter healthcare and consumer products in the United States. This segment also operates nuclear
pharmacies and cyclotron facilities, provides pharmacy operations, medication therapy management and patient
outcomes services to hospitals and other healthcare providers, provides services to healthcare companies supporting
the marketing, distribution and payment for specialty pharmaceutical products and manufacturers and repackages
generic pharmaceuticals and over-the-counter healthcare products. This segment also imports and distributes
pharmaceuticals, over-the-counter healthcare and consumer products as well as provides specialty pharmacy and other
services in China.

Medical Segment

Our Medical segment distributes a broad range of medical, surgical and laboratory products and provides services to
hospitals, ambulatory surgery centers, clinical laboratories and other healthcare providers in the United States, Canada
and China and to patients in the home in the United States. This segment also manufactures, sources and develops

our own Cardinal Health brand medical and surgical products, which are sold in the United States, Canada, Europe
and other regions internationally.

Non-GAAP Financial Measures

We use "non-GAAP financial measures" in the "Fiscal 2015 Overview" section and include the reasons we use these
non-GAAP financial measures and the reconciliations to their most directly comparable GAAP financial measures in
the “Supplemental Information” section following MD&A. The remaining sections of MD&A refer to GAAP measures
only.

Cardinal Health | Fiscal 2015 Form
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MD&A Results of Operations

Consolidated Results

Fiscal 2015 Overview

Revenue

Revenue for fiscal 2015 was $102.5 billion, a 13 percent increase from the prior-year period due primarily to sales
growth from existing and new pharmaceutical distribution customers. Revenue growth was negatively impacted in
fiscal 2015 due to the previously disclosed expiration of our pharmaceutical distribution contract with Walgreen Co.
("Walgreens") on August 31, 2013.

GAAP and Non-GAAP Operating Earnings

(in millions) 2015 2014 Change

GAAP $2,161 $1,885 15 %
Restructuring and employee severance 44 31

Amortization and other acquisition-related costs 281 223

Impairments and (gain)/loss on disposal of assets (19 ) 15

Litigation (recoveries)/charges, net 5 (21 )

Non-GAAP $2,472 $2,133 16 %

GAAP operating earnings increased 15 percent to $2.2 billion compared to the prior year, reflecting sales growth from
existing and new customers and strong performance from our Pharmaceutical segment generics program, offset in part
by customer pricing changes and the Walgreens contract expiration in the prior-year period. Non-GAAP operating
earnings increased 16 percent to $2.5 billion during fiscal 2015 also due to the factors impacting GAAP operating
earnings.

GAAP and Non-GAAP Diluted EPS

2015 2014 Change
GAAP $3.61 $3.37 7 %
Restructuring and employee severance 0.09 0.06
Amortization and other acquisition-related costs 0.54 0.42
Impairments and (gain)/loss on disposal of assets (0.03 ) 0.03
Litigation (recoveries)/charges, net 0.06 (0.04 )
Loss on extinguishment of debt 0.11 —
Non-GAAP $4.38 $3.84 14 %

GAAP diluted EPS increased $0.24 or 7 percent to $3.61 during fiscal 2015 and non-GAAP diluted EPS increased
$0.54 or 14 percent to $4.38 during fiscal 2015. GAAP and non-GAAP diluted EPS increased primarily due to the
factors impacting GAAP and non-GAAP operating earnings as well as a lower share count driven by share
repurchases and partially offset by an increase in income taxes. GAAP diluted EPS was also impacted by a $37
million after-tax loss on extinguishment of debt in the current year.

Cash and Equivalents

Our cash and equivalents balance was $4.6 billion and $2.9 billion at June 30, 2015 and 2014, respectively. In June
2015, we issued $1.5 billion of additional debt to fund a portion of the acquisitions of The Harvard Drug Group
("Harvard Drug"), which closed on July 2, 2015, and the Cordis business of Johnson & Johnson, which is expected to
close during the second quarter of fiscal 2016. These acquisitions are both discussed in more detail in "Significant
Developments in Fiscal 2015 and Trends" that follows this section. During fiscal 2015, net cash provided by operating
activities of $2.5 billion was deployed for share repurchases of $1.0 billion, acquisitions of $503 million and cash
dividends of $460 million. In addition, during the second quarter of fiscal 2015, we refinanced $1.2 billion of
long-term debt at lower interest rates and longer maturities.

11
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MD&A Results of Operations
Significant Developments in Fiscal 2015 and Trends
Acquisitions

Harvard Drug

On July 2, 2015 we completed the acquisition of Harvard Drug for$1.1 billion, net of cash acquired, using existing
cash and proceeds from the debt offering in June 2015. The acquisition of Harvard Drug, a distributor of generic
pharmaceuticals, over-the-counter healthcare and related products to retail, institutional and alternate care customers,
is expected to enhance our Pharmaceutical segment's generic pharmaceutical distribution and services businesses.
Harvard Drug also manufactures and repackages generic pharmaceuticals and over-the-counter healthcare products.
Cordis

On March 1, 2015, we entered into a binding offer letter with Ethicon, Inc., a wholly-owned subsidiary of Johnson &
Johnson, to purchase its Cordis business for a purchase price of $1.9 billion in cash, subject

to certain adjustments. On May 27, 2015, Ethicon accepted the offer. The acquisition of Cordis, a manufacturer and
distributor of interventional cardiology devices and endovascular solutions, is expected to expand our Medical
segment's portfolio of self-manufactured products and its geographic scope. Cordis is a global company, with
operations in more than 50 countries. The acquisition is expected to close in approximately 20 principal countries
during the second quarter of fiscal 2016 and in the remaining countries afterward, subject to regulatory approval and
customary closing conditions. We expect this acquisition to significantly reduce GAAP operating earnings and
earnings before income taxes and discontinued operations in fiscal 2016, largely due to the expected impact of
amortization and other acquisition-related costs.

Generic Sourcing Venture with CVS Health

In July 2014, we established Red Oak Sourcing, LLC ("Red Oak Sourcing"), a U.S.-based generic pharmaceutical
sourcing venture with CVS Health Corporation (“CVS Health”’) with an initial term of 10 years. Both companies have
contributed sourcing and supply chain expertise to the 50/50 venture and have committed to source generic
pharmaceuticals through arrangements negotiated by the venture. Red Oak Sourcing negotiates generic
pharmaceutical supply contracts on behalf of both companies. We are required to pay 39

quarterly payments of $25.6 million to CVS Health which commenced in October 2014. Due to the achievement of a
milestone, the quarterly payment to CVS Health will increase by $10 million beginning in fiscal 2016. In addition, if
an additional milestone is achieved, the quarterly payment will increase in fiscal 2017 by a further $10 million
resulting in a maximum quarterly payment of $45.6 million if all milestones are met.

Trends

Within our Pharmaceutical segment, pharmaceutical price appreciation on brand products and some generic products
positively impacted our earnings during fiscal 2015, but, as is generally the case, the frequency and magnitude of
future brand and generic product price appreciation is uncertain and the impact on earnings may be less in fiscal 2016
than in fiscal 2015.

13
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Additionally within our Pharmaceutical segment, as is generally the case, the impact and timing of future generic
pharmaceutical product launches is uncertain and the impact on earnings may be less in fiscal 2016 than in fiscal
2015. See the Pharmaceutical Segment discussion within the "Business" section for additional information regarding
pharmaceutical price appreciation and generic pharmaceutical product launches.
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MD&A Results of Operations

Results of Operations

Revenue
Revenue Change

(in millions) 2015 2014 2013 2015 2014
Pharmaceutical $91,116 $80,110 $91,097 14 % (12 )%
Medical 11,395 10,962 10,060 4 % 9 %
Total segment revenue 102,511 91,072 101,157 13 % (10 )%
Corporate 20 12 (64 ) N.M. N.M.

Total revenue $102,531 $91,084 $101,093 13 % (10 )%

Fiscal 2015 Compared to Fiscal 2014

Pharmaceutical Segment

Revenue growth for fiscal 2015 compared to fiscal 2014 was primarily due to sales growth from existing and new
pharmaceutical distribution customers, which increased revenue by $13.7 billion during fiscal 2015. The growth was
primarily driven by increased sales to existing customers, including continued branded pharmaceutical price inflation
and newly launched hepatitis C pharmaceutical products. The increase was partially offset by the Walgreens contract
expiration in the prior-year period ($3.3 billion).

Medical Segment

Revenue growth for fiscal 2015 compared to fiscal 2014 was primarily due to acquisitions ($344 million).

Fiscal 2014 Compared to Fiscal 2013

Pharmaceutical Segment

Revenue for fiscal 2014 compared to fiscal 2013 was negatively impacted by the Walgreens contract expiration ($16.9
billion) and by the expiration of our pharmaceutical distribution contract with Express Scripts, Inc. ("Express Scripts")
on September 30, 2012 ($2.0 billion). This decrease was partially offset by sales growth from existing pharmaceutical
distribution customers ($7.1 billion).

Medical Segment

Revenue growth for fiscal 2014 compared to fiscal 2013 was primarily due to acquisitions ($816 million).

Cost of Products Sold

As a result of the same factors affecting the change in revenue, consolidated cost of products sold increased $10.9
billion (13 percent) and decreased $10.2 billion (11 percent) during fiscal 2015 and 2014, respectively. See the gross
margin discussion for additional drivers impacting cost of products sold.

Cardinal Health | Fiscal 2015 Form
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MD&A Results of Operations
Gross Margin
Consolidated Gross Margin Change
(in millions) 2015 2014 2013 2015 2014
Gross margin $5,712 $5,161 $4,921 11 % 5 %

Fiscal 2015 Compared to Fiscal 2014

Consolidated gross margin increased during fiscal 2015 compared to fiscal 2014 by $551 million.

Consolidated gross margin growth during fiscal 2015 was positively impacted by sales growth from existing and new
pharmaceutical distribution customers and was negatively impacted by the Walgreens contract expiration in the
prior-year period. The net impact of these factors increased consolidated gross margin for fiscal 2015 by $516 million.
In addition, acquisitions positively impacted gross margin by $101 million.

Consolidated gross margin rate contracted slightly during fiscal 2015, reflecting the adverse impact of customer
pricing changes, the lower margin rate impact of newly launched hepatitis C pharmaceutical products, and new
customer mix, largely offset by strong performance from our generics program, including benefits from Red Oak
Sourcing.

Fiscal 2014 Compared to Fiscal 2013

Consolidated gross margin increased during fiscal 2014 compared to fiscal 2013 by $240 million.

Gross margin for fiscal 2014 was positively impacted by $32 million due to sales growth, which primarily reflects
growth from existing customers, and was largely offset by the impact of the Walgreens contract expiration. In
addition, acquisitions positively impacted gross margin by $221 million.

Gross margin rate, apart from the impact of the Walgreens contract expiration, was flat for fiscal 2014. Gross margin
rate was positively impacted by strong performance from our generics program, including the impact of generic
pharmaceutical price appreciation, and was adversely impacted by customer pricing changes.

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

SG&A Expenses Change
(in millions) 2015 2014 2013 2015 2014
SG&A expenses $3,240 $3,028 $2.875 7 % 5 %

Fiscal 2015 Compared to Fiscal 2014

The increase in SG&A expenses during fiscal 2015 over 2014 was primarily due to acquisitions ($97 million) and an
overall increase in volume of sales to existing and new customers.

Fiscal 2014 Compared to Fiscal 2013

SG&A expenses increased during fiscal 2014 over 2013 primarily due to acquisitions ($129 million).

Cardinal Health | Fiscal 2015 Form
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MD&A Results of Operations

Segment Profit

We evaluate segment performance based upon segment profit, among other measures. See Note 15 of the "Notes to
Consolidated Financial Statements" for additional information on segment profit.

Segment Profit and Operating Earnings Change
(in millions) 2015 2014 2013 2015 2014
Pharmaceutical $2,094 $1,745 $1,734 20 % 1 %
Medical 433 444 372 @3 )% 19 %
Total segment profit 2,527 2,189 2,106 15 % 4 %
Corporate (366 ) (304 ) (1,110 ) N.M. N.M.
Total consolidated operating earnings $2,161 $1,885 $996 15 % 89 %

Fiscal 2015 Compared to Fiscal 2014

Pharmaceutical Segment Profit

The increase in Pharmaceutical segment profit in fiscal 2015 over 2014 reflected sales growth from existing and new
pharmaceutical distribution customers and strong performance from our generics program, including benefits from
Red Oak Sourcing, partially offset by the adverse impact of customer pricing changes and the Walgreens contract
expiration in the prior-year period.

Medical Segment Profit

The decrease in Medical segment profit in fiscal 2015 compared to fiscal 2014 was primarily due to a decline in
contribution from distribution of national brand products. This was partially offset by contributions from the strategic
expansion of our portfolio of Cardinal Health brand products and services, driven by acquisitions and targeted cost
reductions.

Corporate

As discussed further in sections that follow, the principal driver for the change in Corporate in fiscal 2015 compared
to fiscal 2014 was amortization and other acquisition-related costs primarily due to costs incurred in connection with
the pending acquisition of Cordis.

Fiscal 2014 Compared to Fiscal 2013

Pharmaceutical Segment Profit

The increase in fiscal 2014 over fiscal 2013 reflected the positive impact of sales growth, which primarily reflects
growth from existing customers, and was largely offset by the impact of the Walgreens contract expiration. The
impact of gross margin rate, apart from the impact of the Walgreens contract expiration, was flat for fiscal 2014. Gross
margin rate was positively impacted by strong performance from our generics program, including the impact of
generic pharmaceutical price appreciation, and was adversely impacted by customer pricing changes.

Medical Segment Profit

The principal driver for the increase in fiscal 2014 over fiscal 2013 was the positive impact of acquisitions.
Corporate

As discussed further in sections that follow, the principal driver for the change in Corporate in fiscal 2014 compared
to fiscal 2013 was an $829 million non-cash goodwill impairment charge recognized in fiscal 2013 related to our
Nuclear Pharmacy Services division.

Cardinal Health | Fiscal 2015 Form
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MD&A Results of Operations
Other Components of Consolidated Operating Earnings

In addition to revenue, gross margin and SG&A expenses discussed previously, consolidated operating earnings were
impacted by the following:

(in millions) 2015 2014 2013
Restructuring and employee severance $44 $31 $71
Amortization and other acquisition-related costs 281 223 158
Impairments and (gain)/loss on disposal of assets, net (19 ) 15 859
Litigation (recoveries)/charges, net 5 (21 ) (38 )

Restructuring and Employee Severance

The majority of restructuring and employee severance incurred during fiscal 2015, 2014 and 2013 were related to
activities within our Medical segment.

Amortization and Other Acquisition-Related Costs

Amortization of acquisition-related intangible assets was $189 million, $187 million and $118 million for fiscal 2015,
2014 and 2013, respectively. During 2015, amortization and other acquisition-related costs included $44 million of
transaction and integration costs associated with the pending acquisition of Cordis. We anticipate a significant
increase in amortization of acquisition-related intangible assets in fiscal 2016 as a result of the Harvard Drug and
Cordis acquisitions and in other acquisition-related costs due to the size and complexity of the Cordis integration.

Impairments and (Gain)/Loss on Disposal of Assets

During fiscal 2013, we recognized an $829 million ($799 million, net of tax) goodwill impairment charge related to
our Nuclear Pharmacy Services division, as discussed further in Note 4 of the "Notes to Consolidated Financial
Statements".

Litigation (Recoveries)/Charges, Net

During fiscal 2015, we incurred litigation charges of $41 million related to the DEA investigation and related matters
and $27 million related to the FTC investigation and we recognized litigation recoveries of $71 million, primarily
consisting of settlements of class action antitrust claims in which we were a class member. These matters are
discussed further in Note 9 of the "Notes to Consolidated Financial Statements." We recognized litigation recoveries
resulting from settlements of class action antitrust claims of $24 million and $38 million during 2014 and 2013,
respectively.

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

the following:
Earnings Before Income Taxes

and Discontinued Operations Change
(in millions) 2015 2014 2013 2015 2014
Other income, net $(7 ) $(46 ) $(15 ) N.M. N.M.
Interest expense, net 141 133 123 6 % 8 %
Loss on extinguishment of debt 60 — — N.M. N.M

Other Income, Net

Other income, net for fiscal 2014 included a $32 million pre-tax gain related to the sale of our minority interest in two
investments.

Interest Expense, Net

We expect interest expense to increase in fiscal 2016 as a result of the additional $1.5 billion of debt issued to fund the
Harvard Drug acquisition and pending Cordis acquisition.

20
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Loss on Extinguishment of Debt
In December 2014, we redeemed certain debt resulting in a loss on the extinguishment of debt of $60 million ($37
million, net of tax). See Note 7 of "Notes to Consolidated Financial Statements" for additional information.
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MD&A Results of Operations

Provision for Income Taxes

The provision for income taxes increased $120 million in fiscal 2015 over fiscal 2014 due to an increase in earnings
before income taxes and discontinued operations and an increase in our effective tax rate of 3.1 percentage points.
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 (see Note 8§ of the
"Notes to Consolidated Financial Statements" for a detailed disclosure of the effective tax rate reconciliation):

2015 2014 2013
Provision at Federal statutory rate 35.0 % 35.0 % 35.0 %
State and local income taxes, net of federal benefit 4.1 2.2 2.5
Foreign tax rate differential 2.4 ) (1.2 ) 4.0 )
Nondeductible/nontaxable items 0.7 (0.2 ) (0.5 )
Nondeductible goodwill impairment — — 33.2
Change in measurement of uncertain tax positions and impact of IRS 0.9 (0.4 )y (57 )
settlements
Other 0.1 (0.1 ) 1.8
Effective income tax rate 384 % 35.3 % 62.3 %
Fiscal 2015

The fiscal 2015 effective income tax rate was impacted by the state and local income tax rate, which increased 1.9
percentage points due to the de-recognition of certain state tax benefits. The foreign tax rate differential also increased
1.2 percentage points primarily due to recognition of deferred tax benefits resulting from new tax legislation. In
addition, the change in measurement of uncertain tax positions increased 1.3 percentage points primarily as a result of
proposed assessment of additional tax.

Ongoing Audits

The IRS is currently conducting audits of fiscal years 2006 through 2010.

Fiscal 2014

The fiscal 2014 effective tax rate was impacted by net favorable discrete items of $37 million, which reduced the rate
by 2.1 percentage points. The discrete items include the favorable impact of the settlement of federal and state tax
controversies ($80 million) and release of valuation allowances ($12 million) and the unfavorable impact of
remeasurement of unrecognized tax benefits ($65 million), primarily as a result of proposed assessments of additional
tax.

Fiscal 2013

The fiscal 2013 effective tax rate was unfavorably impacted by 33.2 percentage points ($295 million) due to the
nondeductibility of substantially all of the goodwill impairment related to our Nuclear Pharmacy Services division,
which was partially offset by the favorable impact of the revaluation of our deferred tax liability and related interest
on unrepatriated foreign earnings as a result of an agreement with tax authorities ($64 million or 7.2 percentage
points).
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MD&A Liquidity and Capital Resources

Liquidity and Capital Resources

We currently believe that, based upon available capital resources (cash on hand and committed credit facilities) and
projected operating cash flow, we have adequate capital resources to fund working capital needs; currently anticipated
capital expenditures, currently anticipated business growth and expansion (including the pending acquisition of
Cordis); contractual obligations; tax payments; and current and projected debt service requirements, dividends and
share repurchases. If we decide to engage in one or more additional acquisitions, depending on the size and timing of
such transactions, we may need to access capital markets for additional financing.

Cash and Equivalents

Our cash and equivalents balance was $4.6 billion at June 30, 2015 and $2.9 billion at June 30, 2014. We acquired
Harvard Drug on July 2, 2015 for $1.1 billion, net of cash acquired, and expect to acquire Cordis during the second
quarter of fiscal 2016 for $1.9 billion. At June 30, 2015, our cash and equivalents were held in cash depository
accounts with major banks or invested in high quality, short-term liquid investments.

During fiscal 2015, net cash provided by operating activities of $2.5 billion was positively impacted by working
capital improvements. These funds were deployed for $1.0 billion of share repurchases, $503 million of acquisitions
and $460 million of cash dividends. In addition, during the second quarter of fiscal 2015, we refinanced $1.2 billion of
long-term debt at lower interest rates and longer maturities and during the fourth quarter of fiscal 2015, we received
proceeds from the issuance of additional long-term debt of $1.5 billion to fund the Harvard Drug and Cordis
acquisitions.

The cash and equivalents balance at June 30, 2015 included $423 million of cash held by subsidiaries outside of the
United States. Although the vast majority of this cash is available for repatriation, permanently bringing the money
into the United States could trigger U.S. federal, state and local income tax obligations. As a U.S. parent

company, we may temporarily access cash held by our foreign subsidiaries without becoming subject to U.S. federal
income tax through intercompany loans.

During fiscal 2014 we deployed $673 million of cash on share repurchases, $519 million on acquisitions and $415
million on dividends. Net cash provided by operating activities of $2.5 billion benefited from a net working capital
decrease in excess of $500 million as a result of the Walgreens contract expiration.

During fiscal 2013, we deployed $2.2 billion of cash on acquisitions, $450 million on share repurchases and $353
million on dividends. During fiscal 2013, we received net proceeds from the issuance of long-term debt of $981
million, which were used for the acquisition of AssuraMed, Inc. Net cash provided by operating activities was $1.7
billion.

Changes in working capital, which impact operating cash flow, can vary significantly depending on factors such as the
timing of customer payments, inventory purchases and payments to vendors in the regular course of business, as well
as fluctuating working capital needs driven by customer and product mix.

Financial Instruments and Other Financing Arrangements

Credit Facilities and Commercial Paper

On November 3, 2014, we renewed our committed receivables sales facility program through Cardinal Health
Funding, LLC until November 3, 2017 and increased the size of the facility from $700 million to $950 million with
the inclusion of certain receivables from the Medical segment. Other sources of liquidity include a $1.5 billion
revolving credit facility and a commercial paper program of up to $1.5 billion, backed by the revolving credit facility.
At both June 30, 2015 and 2014, we had no outstanding balances or borrowings under these facilities, except for
standby letters of credit of $41 million under the committed receivables sales facility program.
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Our revolving credit facility and committed receivables sales facility program require us to maintain, as of any fiscal
quarter end, a consolidated interest coverage ratio of at least 4-to-1 and a consolidated leverage ratio of no more than
3.25-to-1. As of June 30, 2015, we were in compliance with these financial covenants.

Available-for-Sale Securities

At June 30, 2015 and 2014, we held $193 million and $100 million, respectively, of marketable securities, which are
classified as available-for-sale.

Long-Term Obligations

In June 2015, we sold $550 million aggregate principal amount of 1.95% Notes that mature on June 15, 2018, $500
million aggregate principal amount of 3.75% Notes that mature on September 15, 2025 and $450 million aggregate
principal amount of 4.9% Notes that mature on September 15, 2045. We used a portion of the proceeds from this
offering to acquire Harvard Drug on July 2, 2015 and plan to use the remainder to acquire Cordis during the second
quarter of fiscal 2016.

In November 2014, we sold $450 million aggregate principal amount of 2.4% Notes that mature on November 15,
2019, $400 million aggregate principal amount of 3.5% Notes that mature on November 15, 2024, and $350 million
aggregate principal amount of 4.5% Notes that mature on November 15, 2044.
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In December 2014, we used the net proceeds from the November offering, together with cash on hand, to redeem all
of our outstanding 4.0% Notes due 2015, 5.8% Notes due 2016, 5.85% Notes due 2017 and 6.0% Notes due 2017 at a
redemption price equal to 100% of the principal amount and accrued but unpaid interest, plus the make-whole
premium applicable to each series of notes. As a result of this redemption, during the second quarter of fiscal 2015, we
incurred a loss on the extinguishment of debt of $60 million ($37 million, net of tax).

Risk Management

We use interest rate swaps, foreign currency contracts and commodity contracts to manage our exposure to cash flow
variability. We also use interest rate swaps to protect the value of our debt and use foreign currency forward contracts
to protect the value of our existing and forecasted foreign currency assets and liabilities. See the "Quantitative and
Qualitative Disclosures About Market Risk" section as well as Notes 1 and 12 of the “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.

Capital Deployment

Capital Expenditures

Capital expenditures during fiscal 2015, 2014 and 2013 were $300 million, $249 million and $195 million,
respectively.

We expect capital expenditures in fiscal 2016 to be between $510 million and $540 million primarily for growth
projects in our core businesses, information technology projects and integration of the Cordis acquisition.

Dividends

During fiscal 2015, we paid quarterly dividends totaling $1.37 per share, an increase of 13 percent from fiscal 2014.
On May 6, 2015 our Board of Directors approved a 13 percent increase in our quarterly dividend to $0.3870 per share,
or $1.55 per share on an annualized basis, which was paid on July 15, 2015 to shareholders of record on July 1, 2015.
On August 5, 2015, our Board of Directors approved a quarterly dividend of $0.3870 per share, or $1.55 per share on
an annualized basis, payable on October 15, 2015 to shareholders of record on October 1, 2015.

Share Repurchases

During fiscal 2015, we repurchased $1.0 billion of our common shares.

On October 29, 2013, our Board of Directors approved a $1.0 billion share repurchase program and on August 6,
2014, the Board of Directors authorized an additional $1.0 billion under the program, for a total of $2.0 billion. This
program expires on December 31, 2016. At June 30, 2015, we had $693 million remaining under this repurchase
authorization.

Acquisitions

In fiscal 2015, we acquired a number of businesses in both the Pharmaceutical and Medical segments for an aggregate
of $503 million, and as previously noted, entered into agreements to acquire Harvard Drug and Cordis. We expect
these acquired businesses to enhance our core strategic areas of generics, health systems and hospital solutions
(including manufactured medical products), specialty pharmaceutical products and services, international and alternate
sites of care.
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Contractual Obligations
At June 30, 2015, our contractual obligations, including estimated payments due by period, are as follows:

(in millions) 2016 2017 to 2018 2019 to 2020  There-after Total
Long-term debt and short-term

5 $280 $1,242 $450 $3,487 $5,459
borrowings (1)
Interest on long-term debt 197 348 294 1,591 2,430
Capital lease obligations (2) 1 24 4 4 33
Other liabilities (3) 3 — — — 3
Operating leases (4) 103 146 80 77 406
Purchase obligations and other 304 308 248 426 1,306
payments (5)
Total contractual obligations $908 $2,068 $1,076 $5,585 $9,637

Represents maturities of our long-term debt obligations and other short-term borrowings excluding capital lease
obligations described below. See Note 7 of the “Notes to Consolidated Financial Statements” for further information.
Represents maturities of our capital lease obligations included within long-term debt in our consolidated balance
sheets.

Represents cash outflows by period for certain of our liabilities in which cash outflows could be reasonably
estimated. Long-term liabilities, such as unrecognized tax benefits and deferred taxes, have been excluded from the
(3)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 8 of the “Notes to Consolidated Financial Statements”
for further discussion of income taxes.

ey
2

Represents minimum rental payments and the related estimated future interest payments for operating leases

(4)having initial or remaining non-cancelable lease terms as described in Note 9 of the “Notes to Consolidated
Financial Statements.”
A purchase obligation is defined as an agreement to purchase goods or services that is legally enforceable and
specifies all significant terms, including 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

(5) 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. Purchase obligations and
other payments also includes 39 quarterly payments of $25.6 million that we are required to pay CVS Health,
which commenced in October 2014 in connection with the establishment of Red Oak Sourcing. Purchase
obligations and other payments does not include contingent payments under the sourcing venture that were not yet
determined as of June 30, 2015, including the quarterly $10 million increase that began in fiscal 2016. See Note 9
of the “Notes to Consolidated Financial Statements” for additional information.

Off-Balance Sheet Arrangements

We had no significant off-balance sheet arrangements at June 30, 2015.

Recent Financial Accounting Standards

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

standards.
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Critical Accounting Policies and Sensitive Accounting Estimates

Critical accounting policies are those accounting policies that (i) can have a significant impact on our financial

condition and results of operations and (ii) require the use of complex and subjective estimates based upon past

experience and management’s judgment. Other people applying reasonable judgment to the same facts and

circumstances could develop different estimates. Because estimates are inherently uncertain, actual results may differ.

In this section, we describe the significant policies applied in preparing our consolidated financial statements that

management believes are the most dependent on estimates and assumptions. For a discussion of additional accounting

policies, see Note 1 of the “Notes to Consolidated Financial Statements.”

Allowance for Doubtful Accounts

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 $135 million and $137 million at June 30, 2015 and 2014,
respectively. We also provide financing to various customers. Such financing arrangements range from 270 days to 5
years, at interest rates that are generally subject to fluctuation. Interest income on these arrangements is recognized as
it is earned. The financings may be collateralized, guaranteed by third parties or unsecured. Finance notes and related
accrued interest are reported net of an allowance for doubtful accounts of $14 million and $18 million at June 30,
2015 and 2014, respectively, and are included in other assets (current portion is included in prepaid expenses and
other) in the consolidated balance sheets. We must use judgment when deciding whether to extend credit and when
estimating the required allowance for doubtful accounts.

The allowance for doubtful accounts includes general 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.

Our methodology for estimating the allowance for doubtful accounts is assessed annually based on historical losses
and economic, business and market trends. In addition, the allowance is 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:

(in millions, except percentages) 2015 2014 2013
Allowance for doubtful accounts $150 $156 $152
Reduction to allowance for customer deductions and write-offs 70 51 34

Charged to costs and expenses 59 51 41

Allowance as a percentage of customer receivables 2.2 % 2.8 % 2.3 %
Allowance as a percentage of revenue 0.15 % 0.17 % 0.15 %

A hypothetical 0.1 percent increase or decrease in the reserve as a percentage of trade receivables and finance notes
receivables at June 30, 2015, would result in an increase or decrease in bad debt expense of $7 million.

We believe the reserve maintained and expenses recorded in fiscal June 30, 2015 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 revenue.

Inventories
A substantial portion of our inventories (58 percent and 61 percent at June 30, 2015 and 2014, respectively) are valued
at the lower of cost, using the last-in, first-out ("LIFO") method, or market. These are primarily merchandise

inventories at the core pharmaceutical distribution facilities within our Pharmaceutical segment. The LIFO impact on
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the consolidated statements of earnings in a given year depends on pharmaceutical price appreciation and the level of
inventory. Prices for branded pharmaceuticals generally tend to rise, which results in an increase in cost of products
sold, whereas prices for generic pharmaceuticals generally 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 there is a decrease in inventory levels that have experienced
pharmaceutical price appreciation, the result generally will be a decrease in future cost of products sold as our

older inventory is held at a lower cost. Conversely, if there is a decrease in inventory levels that have experienced a
pharmaceutical price decline, the result generally will be an increase in future cost of products sold as 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 core 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.

The remaining inventory is stated at the lower of cost, using the 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 our inventories would not have changed in fiscal 2015 or 2014. Inventories valued at LIFO were $114 million
and $98 million higher than the average
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cost value at June 30, 2015 and 2014, respectively. We do not record inventories in excess of replacement cost. As

such, we did not record any changes in our LIFO reserve in fiscal 2015 and 2014.

Inventories presented in the consolidated balance sheets are net of reserves for excess and obsolete inventory which

were $57 million

and $44 million at June 30, 2015 and 2014, respectively. We reserve for inventory obsolescence using estimates based
on historical experience, 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.

Business Combinations

The assets acquired and liabilities assumed in a business combination, including identifiable intangible assets, are
based on their estimated fair values as of the acquisition date. The excess of the purchase price over the estimated fair
value of the identifiable net assets acquired is recorded as goodwill. We base the fair values of identifiable intangible
assets on detailed valuations that require management to make significant judgments, estimates and assumptions.
Critical estimates and assumptions include: expected future cash flows for customer relationships, trademarks, trade
names, patents, developed technology and other identifiable intangible assets; discount rates that reflect the risk
factors associated with future cash flows; and estimates of useful lives. When

an acquisition involves contingent consideration, we recognize a liability equal to the fair value of the contingent
consideration obligation at the acquisition date. The estimate of fair value of a contingent consideration obligation
requires subjective assumptions to be made regarding future business results, discount rates and probabilities assigned
to various potential business result scenarios. Subsequent revisions to these assumptions could materially change the
estimate of the fair value of contingent consideration obligations and therefore could materially affect our financial
position or results of operations. See Note 2 of the “Notes to Consolidated Financial Statements” for additional
information regarding our acquisitions.

Goodwill and Other Intangible Assets

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,
trademarks and patents, and non-compete agreements, are amortized over their useful lives.

Goodwill impairment testing involves a comparison of the estimated fair value of reporting units to the respective
carrying amount, which may be performed utilizing either a qualitative or quantitative assessment. A reporting unit is
defined as an operating segment or one level below an operating segment (also known as a component). If the
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, if any. An impairment
charge is the amount by which the carrying amount of goodwill exceeds the estimated implied fair value of goodwill.
We estimate the implied fair value of goodwill as the excess of the estimated fair value of the reporting unit over the
estimated fair value of its identifiable net assets. This is the same manner we use to recognize goodwill from a
business combination. Goodwill impairment testing involves judgment, including the identification of reporting units,
the estimation of the fair value of each reporting unit and, if necessary, the estimation of the implied fair value of
goodwill.

We have two operating segments, which are the same as our reportable segments: Pharmaceutical and Medical. These
operating segments are comprised of divisions (components), for which discrete financial information is available.
Components are aggregated into reporting units for purposes of goodwill impairment testing to the extent that they
share similar economic characteristics. Our reporting units are: Pharmaceutical operating segment (excluding our
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Nuclear Pharmacy Services division and Cardinal

Health China - Pharmaceutical division); Nuclear Pharmacy Services division; Cardinal Health China -
Pharmaceutical division; Medical operating segment (excluding our Cardinal Health at Home division); and Cardinal
Health at Home division.

Fair value 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 the income-based and market-based approaches. Under the
income-based approach, we use a discounted cash flow model in which cash flows anticipated over several future
periods, plus a terminal value at the end of that time horizon, are discounted to their present value using an appropriate
risk-adjusted rate of return. We use our internal forecasts to estimate future cash flows and include an estimate of
long-term growth rates based on our most recent views of the long-term outlook for each reporting unit. Actual results
may differ materially from those used in our forecasts. We use discount rates that are commensurate with the risks and
uncertainty inherent in the respective reporting units and in our internally-developed forecasts. Discount rates used in
our reporting unit valuations ranged from 8.5 to 11 percent. 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. To further confirm fair value, we compare the aggregate fair value of our reporting units to our total
market capitalization. Estimating the fair value of reporting units requires the use of estimates and significant
judgments that are based on a number of factors including actual operating results. 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 2015, 2014 and 2013 and, with the exception of our Nuclear
Pharmacy Services
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division which was fully impaired in fiscal 2013, concluded that there were no impairments of goodwill as the

estimated fair value of each reporting unit exceeded its carrying value. With the exception of our Nuclear Pharmacy

Services division in fiscal 2013, if we were to alter our impairment testing by increasing the discount rate in the

discounted cash flow analysis by 1 percent, there still would not be any impairment indicated for any of these

reporting units for fiscal 2015, 2014 or 2013. As discussed further in Note 4 of the “Notes to Consolidated Financial

Statements”, during the fourth quarter of fiscal 2013 we recognized an $829 million ($799 million, net of tax) non-cash

goodwill impairment charge related to our Nuclear Pharmacy Services division.

We review intangible assets with finite lives for impairment whenever events or changes in circumstances indicate
that the related carrying amounts may not be recoverable. Determining whether an impairment loss occurred requires
a comparison of the carrying amount to the sum of the undiscounted cash flows expected to be generated by the asset.

Vendor Reserves

In the ordinary course of business, our vendors may dispute deductions taken against payments otherwise due to them
or assert other billing disputes. 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 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 $88 million and $82 million at June 30, 2015 and 2014, respectively. Approximately 75 percent
of the vendor reserve at the end of fiscal 2015 pertained to the Pharmaceutical segment compared to 68 percent at the
end of fiscal 2014. 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 specific 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.

Loss Contingencies

We accrue for contingencies related to disputes, litigation and regulatory matters if it is probable that a liability has

been incurred and the amount of the loss can be reasonably estimated. Because these matters are inherently
unpredictable and unfavorable developments or resolutions can occur, assessing contingencies is highly subjective and
requires judgments about future events.

We regularly review contingencies to determine whether our accruals and related disclosures are adequate. The

amount of ultimate loss may differ from these estimates. See Note 9 of the “Notes to Consolidated Financial Statements”
for additional information regarding loss contingencies.

Provision for Income Taxes

Our income tax expense, deferred income tax assets and liabilities, and unrecognized tax benefits reflect management’s
assessment of estimated future taxes to be paid on items in the consolidated financial statements.

33



Edgar Filing: CARDINAL HEALTH INC - Form 10-K

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 at June 30:

(in millions) 2015 2014
Net deferred income tax assets $498 $444
Net deferred income tax liabilities 1,853 1,653
Loss and credit carryforwards included in net deferred income tax assets 197 191
Net valuation allowance against deferred income tax assets (1) 87 94

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

Expiring loss and credit carryforwards and the required valuation allowances are adjusted annually. After applying the
valuation
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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, others 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 of the technical merits of the position, including resolutions of any related appeals or litigation processes.
The amount recognized is measured as the largest amount of tax benefit that is greater than 50 percent likely of being
realized upon settlement. See Note 8 of the “Notes to Consolidated Financial Statements” for additional information
regarding unrecognized tax benefits.

If any of our assumptions or estimates were to change, an increase or decrease in our effective income tax rate by 1
percent would have caused income tax expense to increase or decrease $20 million for fiscal 2015.

Share-Based Compensation

Share-based compensation to employees is recognized in the consolidated statements of earnings based on the grant
date fair value of the awards. The fair value of restricted share units and performance share units is determined by the
grant date market price of our common shares. The compensation expense associated with nonvested performance
share units is dependent on our periodic assessment of the probability of the targets being achieved and our estimate,
which may vary over time, of the number of shares that ultimately will be issued. The fair value of stock options is
determined using a lattice valuation model. We believe the lattice model provides reasonable 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.

We analyze historical data to estimate option exercise behaviors and post-vesting forfeitures to be used within the
lattice model. The expected life of the options granted is 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 (up to ten years). As required, the forfeiture estimates are
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. See Note 16 of the "Notes to Consolidated Financial Statements" for
additional information regarding share-based compensation.
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Supplemental Information

Financial Measures That Supplement U.S. Generally Accepted Accounting Principles Measures (Non-GAAP
Financial Measures)

The 'Key Highlights" section and the "Fiscal 2015 Overview" discussion within MD&A in this Form 10-K contains
financial measures that are not calculated in accordance with GAAP. In general, the measures exclude items and
charges that we do not believe reflect our core business and relate more to strategic, multi-year corporate activities, or
the items and charges relate to activities or actions that may have occurred over multiple or in prior periods without
predictable trends. We use these non-GAAP financial measures internally to evaluate our performance, evaluate the
balance sheet, engage in financial and operational planning and determine incentive compensation.

We provide these non-GAAP financial measures to investors as supplemental metrics to assist readers in assessing the
effects of items and events on our financial and operating results and in comparing our performance to that of our
competitors. However, the

non-GAAP financial measures used by us may be calculated differently from, and therefore may not be comparable
to, similarly titled measures used by other companies.

The non-GAAP financial measures disclosed by us should not be considered a substitute for, or superior to, financial
measures calculated in accordance with GAAP, and the financial results calculated in accordance with GAAP and
reconciliations to those financial statements should be carefully evaluated.

Following are definitions of the non-GAAP financial measures presented in this Form 10-K and reconciliations of the
differences between the non-GAAP financial measures and their most directly comparable GAAP financial measures.

Definitions

Growth rate calculation: Except for compound annual growth rates (CAGR), growth rates in this Form 10-K are
determin