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(State or other jurisdiction of (LR.S. Employer

incorporation or organization) Identification No.)

7000 CARDINAL PLACE, DUBLIN, OHIO 43017
(Address of principal executive offices and zip code)
(614) 757-5000

(Registrant s telephone number, including area code)

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 x No ~

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

Large accelerated filer x Accelerated filer ~
Non-accelerated filer * (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes © No x

The number of Registrant s Common Shares outstanding at the close of business on April 30, 2008 was as follows:

Common Shares, without par value: 356,862,946

Table of Contents 2



Edgar Filing: CARDINAL HEALTH INC - Form 10-Q

Table of Conten
CARDINAL HEALTH, INC. AND SUBSIDIARIES

Index *

Page No.
Part L. Financial Information:

Item 1. Financial Statements:

Condensed Consolidated Statements of Earnings for the Three and Nine Months Ended March 31. 2008 and 2007
(unaudited)

Condensed Consolidated Balance Sheets at March 31, 2008 and June 30, 2007 (unaudited)
Condensed Consolidated Statements of Cash Flows for the Nine Months Ended March 31, 2008 and 2007 (unaudited)

Notes to Condensed Consolidated Financial Statements

A N B~ W

Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations 28
Item 3. Quantitative and Qualitative Disclosures about Market Risk 39

Item 4. Controls and Procedures 39

Part II. Other Information:

Item 1. Legal Proceedings 41
Item 1A. Risk Factors 41

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 41
Item 6. Exhibits 42

* Items not listed are inapplicable.

Table of Contents 3



Edgar Filing: CARDINAL HEALTH INC - Form 10-Q

Table of Conten

PART I. FINANCIAL INFORMATION Item 1: Financial Statements

CARDINAL HEALTH, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF EARNINGS

(Unaudited)

(in millions, except per Common Share amounts)

Revenue
Cost of products sold

Gross margin

Selling, general and administrative expenses

Impairment charges and other

Special items  restructuring charges
acquisition integration charges
litigation and other

Operating earnings / (loss)
Interest expense and other

Earnings / (loss) before income taxes and discontinued operations
Provision / (benefit) for income taxes

Earnings / (loss) from continuing operations

Earnings / (loss) from discontinued operations (net of tax (expense) / benefit of $(26.3) and
$(8.1), respectively, for the three months ended March 31, 2008 and 2007 and $(29.1) and
$427.8, respectively, for the nine months ended March 31, 2008 and 2007)

Net earnings

Basic earnings / (loss) per Common Share:
Continuing operations
Discontinued operations

Net basic earnings per Common Share

Diluted earnings / (loss) per Common Share:
Continuing operations
Discontinued operations

Net diluted earnings per Common Share

Weighted average number of Common Shares outstanding:
Basic
Diluted

Table of Contents

Three Months Ended Nine Months Ended
March 31, March 31,
2008 2007 2008 2007

$22,909.6 $21,867.1 $68,165.8 $64,589.1

21,441.8 20,479.6 64,001.1 60,701.3

1,467.8 1,387.5 4,164.7 3,887.8

854.5 781.7 2,513.5 2,263.0

1.2 3.6 (22.0) 17.9

8.5 6.6 54.7 284

4.4 2.9 19.9 14.0

22.7 602.5 13.1 611.4

576.5 9.8) 1,585.5 953.1

31.1 322 124.0 102.2

545.4 42.0) 1,461.5 850.9

179.5 (37.1) 467.2 248.9

365.9 “4.9) 994.3 602.0

9.9) 23.9 (11.7) 426.9

$ 3560 $ 190 $ 982.6 $ 1,028.9

$ 1.03 $ 0.01) $ 277 $ 1.50

(0.03) 0.06 (0.03) 1.07

$ 1.00 $ 005 $ 274 $ 2.57

$ 1.02 $ 0.01) $ 272 % 1.47

(0.03) 0.06 (0.03) 1.04

$ 099 $ 0.05 $ 269 $ 2.51

355.5 394.6 359.1 400.5

360.2 394.6 365.7 409.5
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Cash dividends declared per Common Share $ 0.12 $ 0.09 $ 036 $ 0.27
See notes to condensed consolidated financial statements.
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CARDINAL HEALTH, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)

(in millions)

March 31, June 30,

2008 2007
ASSETS
Current assets:
Cash and equivalents $ 1,5290 $ 1,308.8
Short-term investments available for sale 132.0
Trade receivables, net 49743 4,714.4
Current portion of net investment in sales-type leases 381.2 354.8
Inventories 7,256.7 7,383.2
Prepaid expenses and other 578.0 651.3
Assets held for sale 187.9
Total current assets 14,907.1 14,544.5
Property and equipment, at cost 3,785.0 3,537.2
Accumulated depreciation and amortization (2,105.5) (1,890.2)
Property and equipment, net 1,679.5 1,647.0
Other assets:
Net investment in sales-type leases, less current portion 878.2 820.7
Goodwill and other intangibles, net 5,681.0 5,860.9
Other 457.6 280.7
Total assets $23,603.4 $23,153.8
LIABILITIES AND SHAREHOLDERS EQUITY
Current liabilities:
Current portion of long-term obligations and other short-term borrowings $ 3553 § 16.0
Accounts payable 8,987.9 9,162.2
Other accrued liabilities 1,778.2 2,247.3
Liabilities from businesses held for sale and discontinued operations 20.6 342
Total current liabilities 11,142.0 11,459.7
Long-term obligations, less current portion and other short-term borrowings 3,450.1 3,457.3
Deferred income taxes and other liabilities 1,618.1 859.9
Shareholders equity:
Preferred Shares, without par value: Authorized 0.5 million shares, Issued none
Common Shares, without par value: Authorized 755.0 million shares, Issued 364.8 million shares and
493.0 million shares, respectively, at March 31, 2008 and June 30, 2007 2,948.5 3,931.3
Retained earnings 4,748.2 11,539.9
Common Shares in treasury, at cost, 8.1 million shares and 124.9 million shares, respectively, at March 31, 2008
and June 30, 2007 (506.3) (8,215.3)
Accumulated other comprehensive income 202.8 121.0
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Total shareholders equity 7,393.2 7,376.9
Total liabilities and shareholders equity $23,603.4 $23,153.8

See notes to condensed consolidated financial statements.
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CARDINAL HEALTH, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

(in millions)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net earnings
(Earnings) / loss from discontinued operations

Earnings from continuing operations

Adjustments to reconcile earnings from continuing operations to net cash provided by operating activities:
Depreciation and amortization

Asset impairments and other

Equity compensation

Provision for bad debts

Change in operating assets and liabilities, net of effects from acquisitions:
Increase in trade receivables

Decrease in inventories

Increase in net investment in sales-type leases

Increase / (decrease) in accounts payable

Other accrued liabilities and operating items, net

Net cash provided by operating activities continuing operations
Net cash provided by / (used in) operating activities discontinued operations

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of subsidiaries, net of divestitures and cash acquired
Proceeds from sale of property and equipment

Additions to property and equipment

Sale of investment securities available for sale, net

Net cash used in investing activities continuing operations
Net cash used in investing activities ~discontinued operations

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Net change in commercial paper and short-term borrowings
Reduction of long-term obligations

Proceeds from long-term obligations, net of issuance costs
Proceeds from issuance of Common Shares

Tax benefits from exercises of stock options

Dividends on Common Shares

Purchase Common Shares in treasury

Table of Contents

$

Nine Months Ended
March 31,
2008 2007
982.6 $ 1,028.9
11.7 (426.9)
994.3 602.0
284.9 237.1
(20.8) 18.0
86.7 109.3
22.3 17.0
(294.8) (819.6)
113.7 11.4
(83.8) (77.0)
(217.2) 493.1
427.0 703.3
1,312.3 1,294.6
(42.5) 115.2
1,269.8 1,409.8
(39.0) (149.0)
10.3 3.7
(251.6) (243.1)
131.9 198.4
(148.4) (190.0)
(80.1)
(148.4) (270.1)
202.2 254.5
(15.9) (732.9)
851.7
209.2 318.8
15.3 28.7
(130.4) (109.5)
(1,181.6) (2,025.2)



Edgar Filing: CARDINAL HEALTH INC - Form 10-Q

Net cash used in financing activities continuing operations (901.2)
Net cash used in financing activities discontinued operations

Net cash used in financing activities (901.2)
NET INCREASE/(DECREASE) IN CASH AND EQUIVALENTS 220.2
CASH AND EQUIVALENTS AT BEGINNING OF PERIOD 1,308.8
CASH AND EQUIVALENTS AT END OF PERIOD $ 1,529.0

See notes to condensed consolidated financial statements.
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CARDINAL HEALTH, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The condensed consolidated financial statements of the Company include the accounts of all majority-owned subsidiaries, and all significant
inter-company amounts have been eliminated. (References to the Company or Cardinal Health in these condensed consolidated financial
statements shall be deemed to be references to Cardinal Health, Inc. and its majority-owned subsidiaries unless the context otherwise requires.)

During the second quarter of fiscal 2007, the Company committed to plans to sell its 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 ). As a result, the PTS Business was classified as discontinued operations. The Company completed the sale of the PTS Business
during the fourth quarter of fiscal 2007.

Effective the first quarter of fiscal 2008, the Medical Products Manufacturing segment was renamed Medical Products and Technologies in
connection with the Company s acquisition of VIASYS Healthcare Inc. ( Viasys ), which was completed during the fourth quarter of fiscal 2007.
There have been no other changes to the Company s reportable segments during fiscal 2008.

The condensed consolidated financial statements have been prepared in accordance with the U.S. Securities and Exchange Commission (the

SEC ) instructions to Quarterly Reports on Form 10-Q and include all of the information and disclosures required by U.S. generally accepted
accounting principles ( GAAP ) for interim financial reporting. The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect amounts reported in the condensed consolidated financial statements and
accompanying notes. Actual amounts may differ from these estimated amounts. In addition, operating results for the fiscal 2008 interim period
presented are not necessarily indicative of the results that may be expected for the full fiscal year ending June 30, 2008.

These condensed consolidated financial statements are unaudited and are presented pursuant to the rules and regulations of the SEC.

Accordingly, the condensed consolidated financial statements included in this Quarterly Report on Form 10-Q (this Form 10-Q ) should be read
in conjunction with the audited consolidated financial statements and related notes contained in the Company s Annual Report on Form 10-K for
the fiscal year ended June 30, 2007 (the 2007 Form 10-K ). Without limiting the generality of the foregoing, Note 1 of the Notes to Consolidated
Financial Statements from the 2007 Form 10-K is specifically incorporated in this Form 10-Q by reference. In the opinion of management, all
adjustments necessary for a fair presentation of the condensed consolidated financial statements have been included. Except as disclosed

elsewhere in this Form 10-Q, all such adjustments are of a normal and recurring nature.

Distribution Service Agreement and Other Vendor Fees

The Company s pharmaceutical supply chain business within the Healthcare Supply Chain Services 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 the Company is entitled to payment. The Company recognizes 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 its
statements of earnings when that inventory is sold.

Recent Financial Accounting Standards

In February 2006, the Financial Accounting Standards Board ( FASB ) issued Statement of Financial Accounting Standards ( SFAS ) No. 155,
Accounting for Certain Hybrid Financial Instruments, an amendment of SFAS No. 133, Accounting for Derivative Instruments and Hedging
Activities, and SFAS No. 140, Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities. This Statement
permits fair value remeasurement for any hybrid financial instrument that contains an embedded derivative that would otherwise be required to

be bifurcated from its host contract. The election to measure a hybrid financial instrument at fair value, in its entirety, is irrevocable and all
changes in fair value are to be recognized in earnings. This Statement also clarifies and
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amends certain provisions of SFAS No. 133 and SFAS No. 140. This Statement is effective for all financial instruments acquired, issued or
subject to a remeasurement event occurring in fiscal years beginning after September 15, 2006. The adoption of this Statement in fiscal 2008 did
not have a material impact on the Company s financial position or results of operations.

In July 2006, the FASB issued FASB Interpretation ( FIN ) No. 48, Accounting for Uncertainty in Income Taxes. This Interpretation prescribes a
comprehensive model for the financial statement recognition, measurement, presentation and disclosure of uncertain tax positions taken or

expected to be taken in income tax returns. This Interpretation is effective for fiscal years beginning after December 15, 2006. Refer to Note 6

for additional information regarding the Company s adoption of FIN No. 48.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements. This Statement defines fair value, establishes a framework for
measuring fair value in GAAP and expands disclosures about fair value measurements. This Statement is effective for fiscal years beginning
after November 15, 2007, and interim periods within those fiscal years. In February 2008, the FASB issued FASB Staff Position No. FAS 157-2

Effective Date of FASB Statement No. 157. This Staff position delays the effective date of SFAS No. 157 to fiscal years beginning after
November 15, 2008, and interim periods within those fiscal years for nonfinancial assets and nonfinancial liabilities, except for items that are
recognized or disclosed at fair value in the financial statements on a recurring basis. The Company is in the process of determining the impact of
adopting these pronouncements.

In September 2006, the FASB issued SFAS No. 158, Employers Accounting for Defined Benefit Pension and Other Postretirement Plans an
amendment of FASB Statements No. 87, 88, 106, and 132(R). This Statement requires an entity to recognize in its statement of financial
position an asset for a defined benefit postretirement plan s overfunded status or a liability for a plan s underfunded status, measure a defined
benefit postretirement plan s assets and obligations that determine its funded status as of the end of the employer s fiscal year, and recognize
changes in the funded status of a defined benefit postretirement plan in comprehensive income in the year in which the changes occur. This
Statement requires balance sheet recognition of the funded status for all pension and postretirement benefit plans effective for fiscal years ending
after December 15, 2006. This Statement also requires plan assets and benefit obligations to be measured as of a Company s balance sheet date
effective for fiscal years ending after December 15, 2008. The Company adopted the recognition and disclosure provisions of this standard, as
required, prospectively in the fourth quarter of fiscal 2007. There was no material impact on the Company s financial position or results of
operations upon adoption of those provisions. Likewise, the Company does not expect adoption of the measurement date provision to have a
material impact in fiscal 2009.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Liabilities including an amendment of
FASB Statement No. 115. This Statement creates a fair value option under which an entity may irrevocably elect fair value as the initial and
subsequent measurement attribute for certain assets and liabilities, on an instrument-by-instrument basis. If the fair value option is elected for an
instrument, all subsequent changes in fair value for that instrument shall be reported in earnings. The Statement is effective as of the beginning
of an entity s first fiscal year beginning after November 15, 2007. The Company is in the process of determining the impact, if any, of adopting
this Statement.

In December 2007, the FASB issued SFAS No. 141(R), Business Combinations, and SFAS No. 160, Noncontrolling Interests in Consolidated
Financial Statements. These Statements provide guidance on the accounting and reporting for business combinations and minority interests in
consolidated financial statements. These Statements are effective for fiscal years beginning after December 15, 2008. The Company is in the
process of determining the impact of adopting these Statements; however, these Statements are expected to have a significant impact on the
Company s accounting and disclosure practices for future business combinations once adopted.

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities an amendment of FASB
Statement No. 133. This Statement amends and expands the disclosure requirements of SFAS No. 133. This Statement is effective for fiscal
years beginning after November 15, 2008, and interim periods within those fiscal years. The Company is in the process of determining the
impact of adopting this Statement.
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2. SPECIAL ITEMS AND IMPAIRMENT CHARGES AND OTHER
Special Items Policy

The Company classifies restructuring charges, acquisition integration charges and certain litigation and other items as special items. A
restructuring activity is a program whereby the Company fundamentally changes its operations such as closing facilities, moving 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. Restructuring charges are recognized in accordance with
SFAS No. 146, Accounting for Costs Associated with Exit or Disposal Activities. Under this Statement, a liability for restructuring charges is
initially measured at its fair value and recognized as incurred.

Acquisition integration charges include costs to integrate acquired companies. Upon acquisition, certain integration charges are included within
the purchase price allocation in accordance with SFAS No. 141, Business Combinations, and other integration charges are recognized as special
items as incurred.

Amounts attributable to significant lawsuits that are infrequent, non-recurring or unusual in nature as well as all litigation settlement gains are
recognized as litigation and other in special items. The Company also classified legal fees and document preservation and production costs
incurred in connection with the previously-disclosed SEC investigation and the related Audit Committee internal review and related matters as
special items. For information regarding these investigations see the 2007 Form 10-K.

Special Items

The following is a summary of the special items for the three and nine months ended March 31, 2008 and 2007:

Three Months Ended  Nine Months Ended

March 31, March 31,

(in millions, except for Diluted EPS amounts) 2008 2007 2008 2007
Restructuring charges $ 85 $ 66 $547 $ 284
Acquisition integration charges 44 2.9 19.9 14.0
Litigation, net 21.6 600.0 9.4 607.2
Other 1.1 2.5 3.7 4.2
Total special items $ 356 $ 6120 $ 877 $ 653.8
Tax effect of special items (1) (12.9) (219.7) (31.8) (232.7)
Net earnings effect of special items $ 227 $ 3923 $ 559 $ 421.1
Net decrease in diluted earnings per share ( EPS ) (2) $ 006 $ 099 $ 015 $ 1.03

(1) The Company applies varying tax rates to its special items depending upon the tax jurisdiction where the item was incurred.

(2) Due to the Company incurring a loss from continuing operations during the three months ended March 31, 2007, potential dilutive
common shares have not been included in the denominator of the diluted per share computation for the quarter due to their antidilutive
effect. The impact of the antidilutive effect during the three months ended March 31, 2007 was $0.03 per share.

Restructuring Charges

During fiscal 2005, the Company launched a global restructuring program with a goal of increasing the value the Company provides its
customers through better integration of existing businesses and improved efficiency from a more disciplined approach to procurement and
resource allocation. The Company expects the program to be implemented in three phases and be substantially completed by the end of fiscal
2009.

Table of Contents 13



Edgar Filing: CARDINAL HEALTH INC - Form 10-Q

The first phase of the program, announced in December 2004, focused on business consolidations and process improvements, including
rationalizing facilities worldwide, reducing the Company s global workforce, and rationalizing and discontinuing overlapping and
under-performing product lines. The second phase of the program, announced in August 2005, focused on longer-term integration activities that
enhance service to customers through improved integration across the Company s segments and continued streamlining of internal operations.
The third phase of the program, announced in April 2007, focuses on moving the headquarters of the Company s Healthcare Supply Chain
Services Medical segment and certain corporate functions from Waukegan, Illinois to the Company s corporate headquarters in Dublin, Ohio.

In addition to the global restructuring program, from time to time the Company incurs costs to implement smaller restructuring efforts for
specific operations within its segments. The restructuring plans focus on various aspects of operations, including closing and consolidating
certain manufacturing operations, rationalizing headcount, and aligning operations in the most strategic and cost-efficient structure.
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The following table segregates the Company s restructuring charges into the various reportable segments affected by the restructuring projects for
the three and nine months ended March 31, 2008 and 2007:

Three Months Ended  Nine Months Ended

March 31, March 31,
(in millions) 2008 2007 2008 2007
Healthcare Supply Chain Services Pharmaceutical
Employee-related costs (1) $ (0.1 $ $ 76 $ 1.0
Facility exit and other costs (2) 0.9 0.2 0.9 0.3
Asset impairments 1.2 1.2
Total Healthcare Supply Chain Services Pharmaceutical 2.0 0.2 9.7 1.3
Healthcare Supply Chain Services Medical
Employee-related costs (1) (0.5) 1.1 1.2
Facility exit and other costs (2) 14 0.9 1.6 1.1
Total Healthcare Supply Chain Services Medical 0.9 0.9 2.7 23
Clinical Technologies and Services
Employee-related costs (1) 0.9 0.1 1.3
Facility exit and other costs (2) 0.2 0.7 0.1 1.4
Total Clinical Technologies and Services 0.2 1.6 0.2 2.7
Medical Products and Technologies
Employee-related costs (1) 4.8 1.2 7.0 1.6
Facility exit and other costs (2) 0.1 0.1 0.6) 3.0
Total Medical Products and Technologies 4.9 1.3 6.4 4.6
Other
Employee-related costs (1) 0.9 2.2 18.9 9.9
Facility exit and other costs (2) 1.4 0.4 16.8 7.5
Asset impairments 0.1
Total Other 0.5 2.6 35.7 17.5
Total restructuring charges $ 85 $ 66 $ 547 $ 284

(1) Employee-related costs consist primarily of severance accrued upon either communication of terms to employees or over the required
service period. Outplacement services provided to employees who have been involuntarily terminated and duplicate payroll costs during
transition periods are also included within this classification.

(2) PFacility exit and other costs consist of accelerated depreciation, equipment relocation costs, project consulting fees and costs associated
with restructuring the Company s delivery of information technology infrastructure services.

The costs incurred within the Healthcare Supply Chain Services Pharmaceutical segment for the three and nine months ended March 31, 2008

of $2.0 million and $9.7 million, respectively, primarily related to the closure of a logistics center, headcount reductions within existing

operations and the realignment of business operations. The costs incurred within this segment for the three and nine months ended March 31,

2007 of $0.2 million and $1.3 million, respectively, primarily related to the reorganization of business units within the segment to evolve

customer offerings and further differentiate the business from competitors.

The costs incurred within the Healthcare Supply Chain Services Medical segment during the three and nine months ended March 31, 2008 of
$0.9 million and $2.7 million, respectively, primarily related to the closure of a distribution center and headcount reductions within existing
operations. The costs incurred within this segment for the three and nine months ended March 31, 2007 of $0.9 million and $2.3 million,

Table of Contents 15



Edgar Filing: CARDINAL HEALTH INC - Form 10-Q

respectively, primarily related to the reorganization of business units within the segment to evolve customer offerings and further differentiate
the business from competitors and the consolidation of distribution sites.
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The costs incurred within the Clinical Technologies and Services segment for both the three and nine months ended March 31, 2008 of $0.2
million primarily related to the closure of a facility. The costs incurred during the three and nine months ended March 31, 2007 of $1.6 million
and $2.7 million, respectively, primarily related to the closure of a facility and restructuring of the research and development department.

The costs incurred within the Medical Products and Technologies segment during the three and nine months ended March 31, 2008 of $4.9
million and $6.4 million, respectively, primarily related to headcount reductions. The costs incurred within this segment during the three and
nine months ended March 31, 2007 of $1.3 million and $4.6 million, respectively, primarily related to projects aimed at improvements in
manufacturing cost and efficiency through consolidation of facilities and outsourcing of production from higher cost platforms to lower cost
platforms.

The costs incurred related to projects that impacted multiple segments during the three and nine months ended March 31, 2008 of $0.5 million

and $35.7 million, respectively, primarily related to the relocation of the headquarters of the Company s Healthcare Supply Chain Service
Medical segment and certain corporate functions from Waukegan, Illinois to the Company s corporate headquarters in Dublin, Ohio. Also
included within facility exit and other costs for the nine months ended March 31, 2008 was $6.6 million of accelerated depreciation for the
restructuring of the human resources administrative function that related to prior periods. Of the $6.6 million recognized, $1.8 million related to
fiscal 2006 and $4.8 million related to fiscal 2007. The costs incurred related to projects that impacted multiple segments during the three and

nine months ended March 31, 2007 were $2.6 million and $17.5 million, respectively, primarily related to design and implementation of the
Company s restructuring plans for certain administrative functions, restructuring the Company s delivery of information technology infrastructure
services and restructuring and outsourcing of certain human resources functions.

The following table summarizes the year in which the project activities are expected to be completed, the expected headcount reductions and the
actual headcount reductions as of March 31, 2008:

Expected/Actual Headcount Reduction
Fiscal Year of
Completion Expected (1) Actual
Healthcare Supply Chain Services Medical 2009 97 6
Medical Products and Technologies 2011 468 82
Other (2) 2009 610 442
Total expected headcount reductions 1,175 530

(1) Represents projects that have been initiated as of March 31, 2008.

(2) Other headcount reduction includes, among other restructuring projects, employees displaced as a result of the relocation of the Healthcare
Supply Chain  Medical headquarters and certain corporate functions from Waukegan, Illinois to the Company s corporate headquarters in
Dublin, Ohio. Most of this reduction is expected to be offset by the positions created at the corporate headquarters.

Acquisition Integration Charges

Costs of integrating operations of various acquired companies are recorded as acquisition integration charges when incurred. The acquisition
integration charges incurred during the three and nine months ended March 31, 2008 were primarily a result of the acquisition of Viasys and the

costs incurred during the three and nine months ended March 31, 2007 were primarily a result of the acquisitions of the wholesale

pharmaceutical, health and beauty related drugstore products distribution business of The F. Dohmen Co. and certain of its subsidiaries

( Dohmen ), ALARIS Medical Systems, Inc. ( Alaris ), ParMed Pharmaceutical, Inc. ( ParMed ) and Syncor International Corporation ( Syncor ).
During the periods noted above, the Company also incurred acquisition integration charges for numerous smaller acquisitions. The following

table and paragraphs provide additional detail regarding the types of acquisition integration charges incurred by the Company for the three and

nine months ended March 31, 2008 and 2007:

Three Months Ended  Nine Months Ended
March 31, March 31,
(in millions) 2008 2007 2008 2007
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Acquisition integration charges:
Employee-related costs

Asset impairments and other exit costs
Other integration costs

Total acquisition integration charges
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10

1.2
0.1
3.1

4.4

$

$

0.4

2.5

29

$ 26
0.2
17.1

$ 199

$ 20
1.4
10.6

$ 14.0
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Employee-Related Costs. Employee-related costs primarily consist of severance, stay bonuses, non-compete agreements and other forms of
compensatory payouts made to employees as a direct result of acquisitions. The charges for the three and nine months ended March 31, 2008
primarily relate to the acquisitions of Care Fusion Incorporated and Viasys. The charges for the three and nine months ended March 31, 2007
primarily related to the acquisition of Dohmen.

Asset Impairments and Other Exit Costs. The charges for the nine months ended March 31, 2007 were primarily a result of facility integration
for the Alaris acquisition.

Other Integration Costs. Other integration costs generally relate to expenses incurred to integrate the acquired company s operations and systems
into the Company s existing operations and systems. These costs include, but are not limited to, the integration of information systems, employee
benefits and compensation, accounting/finance, tax, treasury, internal audit, risk management, compliance, administrative services, sales and
marketing and other. The charges for the three and nine months ended March 31, 2008 primarily relate to the acquisitions of Viasys, Dohmen

and Alaris. The charges for the three and nine months ended March 31, 2007 primarily related to the acquisitions of Dohmen, ParMed and

Alaris.

Litigation, net

The following table summarizes the Company s net litigation costs included within special items during the three and nine months ended
March 31, 2008 and 2007:

Three Months Ended Nine Months Ended

March 31, March 31,
(in millions) 2008 2007 2008 2007
Litigation cost/(income):
Cardinal Health federal securities litigation $ $ 6000 $ $ 600.0
Shareholder litigation against Syncor 6.0 6.0
Derivative actions (23.0)
DuPont litigation 6.0 6.0 11.5
ERISA litigation against Syncor 8.0 8.0
Pharmaceutical manufacturer antitrust litigation 0.2) (7.3)
New York Attorney General investigation 3.0
Other 1.6 12.6
Total litigation, net $ 216 $ 6000 $ 94 $6072

11
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Cardinal Health Federal Securities Litigation. During the three months ended March 31, 2007, the Company recorded a reserve of $600.0
million related to the previously-reported Cardinal Health federal securities actions. For further information regarding this matter, see the 2007
Form 10-K.

Shareholder Litigation against Syncor. The Company recorded a reserve of $6.0 million during the three months ended March 31, 2008 related
to the shareholder litigation against Syncor. For further information regarding this matter, see Note 7.

Derivative Litigation. The Company recognized income of $23.0 million during the nine months ended March 31, 2008 related to settlement of
the Derivative Actions discussed in Note 7. This amount is comprised of the $35 million received by the Company from directors and officers
insurance policies less $12 million paid for plaintiffs attorneys fees and costs. The Company received the remaining $35.0 million in net
proceeds in April 2008 which will be recognized as income within special items in the consolidated statement of earnings for the quarter ending
June 30, 2008. For further information regarding this matter, see Note 7.

DuPont Actions. The Company recorded a reserve for $6.0 million during the three months ended March 31, 2008 related to the settlement of
previously-reported litigation with E.I. Du Pont De Nemours and Company ( DuPont ). The Company also recognized charges of $11.5 million
during the nine months ended March 31, 2007 related to the settlement of this same litigation. In October 2006, the Company entered into a
settlement agreement with DuPont that required the Company, in part, to make an initial payment to DuPont of $11.5 million and a possible
additional payment in the future that could be offset by additional purchases. The $6.0 million reserve referenced above relates to the additional
payment called for by the settlement agreement. For further information regarding this matter, see the Company s Quarterly Report on Form
10-Q for the quarter ended September 30, 2006.

ERISA Litigation against Syncor. The Company recorded a reserve of $8.0 million during the three months ended March 31, 2008 related to the
ERISA litigation against Syncor. For further information regarding this matter, see Note 7.

Pharmaceutical Manufacturer Antitrust Litigation. The Company recognized income of $0.2 million and $7.3 million during the nine months
ended March 31, 2008 and 2007, respectively, resulting from settlement of class action antitrust claims alleging certain prescription drug
manufacturers took improper actions to delay or prevent generic drug competition. The Company has not been a named plaintiff in any of these
class actions, but has been a member of the direct purchasers class (i.e., those purchasers who purchase directly from these drug manufacturers).
The total recovery of such claims through March 31, 2008 was $151.8 million (net of attorney fees, payments due to other interested parties and
expenses withheld). The Company is unable at this time to estimate future recoveries, if any, it will receive as a result of these class actions.

New York Attorney General Investigation. The Company incurred charges of $3.0 million during the nine months ended March 31, 2007 with
respect to a previously-reported investigation by the New York Attorney General s Office. During fiscal 2007, the Company entered into a civil
settlement that resolved this investigation and made payments totaling $11.0 million as part of the settlement. For further information regarding
this matter, see the Company s Quarterly Report on Form 10-Q for the quarter ended December 31, 2006.

Other Litigation. The Company recorded a reserve and made a payment of $10.0 million during the nine months ended March 31, 2008 with
respect to the settlement of certain litigation in the Company s Healthcare Supply Chain Services Pharmaceutical segment. The Company also
recorded reserves of $1.6 million and $2.6 million during the three and nine months ended March 31, 2008, respectively, with respect to certain
pending litigation in the Company s Healthcare Supply Chain Services Pharmaceutical segment that was settled during April 2008.

Other

Other costs included in special items primarily relate to legal fees and document preservation and production costs incurred in connection with
the SEC investigation and related matters. For information regarding this matter, see the 2007 Form 10-K.

Special Items Accrual Rollforward

The following table summarizes activity related to the liabilities associated with the Company s special items during the nine months ended
March 31, 2008:

Nine Months Ended
(in millions) March 31, 2008
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Balance at June 30, 2007 $ 31.8
Additions (1) 110.9
Payments (77.6)
Balance at March 31, 2008 $ 65.1

(1) Amount represents items that have been expensed as incurred or accrued in accordance with GAAP. This amount does not include gross
litigation settlement income of $23.2 million recognized during the nine months ended March 31, 2008.
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Certain acquisition and restructuring charges are based upon estimates. Actual amounts paid may ultimately differ from these estimates. If
additional costs are incurred or recognized amounts exceed costs, such changes in estimates will be recognized in special items when incurred.

The Company estimates it will incur additional costs in future periods associated with various acquisition integration and restructuring activities
totaling approximately $101.7 million (approximately $57.9 million net of tax). These estimated costs are primarily associated with the
integration of Viasys and the pending Enturia, Inc. acquisition (which is expected to close in the fourth quarter of 2008) within the Medical
Products and Technologies segment, and to a lesser extent the relocation of the Healthcare Supply Chain Services Medical segment s
headquarters and certain corporate functions to the Company s corporate headquarters. The Company believes it will incur these costs to properly
restructure, integrate and rationalize operations, a portion of which represents facility rationalizations and implementing efficiencies regarding
information systems, customer systems, marketing programs and administrative functions, among other things.

Impairment Charges and Other

The Company classifies certain asset impairments related to restructurings in special items. Asset impairments and gains and losses from the sale
of assets not eligible to be classified as special items or discontinued operations are classified within impairment charges and other within the
consolidated statements of earnings.

During the nine months ended March 31, 2008, the Company divested an investment within the Healthcare Supply Chain Services
Pharmaceutical segment. As a result of this divestiture, the Company recognized a $23.3 million gain in impairment charges and other.

At June 30, 2006, the Company held a $16.7 million cost investment. During the nine months ended March 31, 2007, the Company determined
the investment was impaired and recognized a $12.3 million charge to impairment charges and other.

3. DISCONTINUED OPERATIONS AND ASSETS HELD FOR SALE
PTS Business

During the second quarter of fiscal 2007, the Company committed to plans to sell the PTS Business, thereby meeting the held for sale criteria set
forth in SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets. In accordance with SFAS No. 144 and Emerging
Issues Task Force ( EITF ) Issue No. 03-13, Applying the Conditions in Paragraph 42 of FASB Statement No. 144, Accounting for the
Impairment or Disposal of Long-Lived Assets, in Determining Whether to Report Discontinued Operations, the net assets of the PTS Business
are presented separately as held for sale and the operating results are presented within discontinued operations for all periods presented. During
the fourth quarter of fiscal 2007, the Company completed the sale of the PTS Business. The net assets held for sale of the PTS Business are
included within Corporate. The Company incurred activity during the three and nine months ended March 31, 2008 as a result of changes in
certain estimates made at the time of the sale, activity under a transition services agreement and other adjustments. Also included within the
three and nine months ended March 31, 2008, was an adjustment for a deferred tax item which should not have been included in the book basis
of the PTS Business when it was sold in the fourth quarter of fiscal 2007. This adjustment resulted in a $12.3 million increase in the gain on sale
of the PTS Business.

The results of the PTS Business included in discontinued operations are summarized as follows for the three and nine months ended March 31,
2008 and 2007:

(in millions)

Revenue

Operating income before income taxes

Income tax benefit/ (expense)

Earnings/ (loss) from discontinued operations
Comprehensive income/ (loss) from discontinued operations

Table of Contents

Three Months Ended
March 31,
2008 2007

$ $458.9
$ 16.4 $ 417
$(26.3) $(10.5
$ 99 $ 312
$ 99 $ 407

Nine Months Ended
March 31,

2008 2007
$ $1,315.7
$ 174 $ 692
$(29.1) $ 407.0
$(11.7) $ 4762
$(11.7) $ 510.7
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The net periodic benefit cost included in discontinued operations for the PTS Business was $1.9 million and $5.7 million for the three and nine
months ended March 31, 2007, respectively.

Interest expense allocated to discontinued operations for the PTS Business was $7.9 million and $25.3 million for the three and nine months
ended March 31, 2007, respectively. Interest expense was allocated based upon a ratio of the invested capital of the PTS Business versus the
overall invested capital of the Company. In addition, a portion of the corporate costs previously allocated to the PTS Business have been
reclassified to the remaining four segments.

In accordance with EITF Issue No. 93-7, Recognition of Deferred Tax Assets for a Parent Company s Excess Tax Basis in the Stock of a
Subsidiary That is Accounted for as a Discontinued Operation, during the second quarter of fiscal 2007 the Company recognized a $425.0
million net tax benefit related to the difference between the Company s tax basis in the stock of the various PTS businesses included in
discontinued operations and the book basis of the Company s investment in those businesses. This tax benefit was offset by the related tax
expense on the gain over net book value in the fourth quarter of fiscal 2007 upon completion of the PTS Business sale.

The liabilities of the PTS Business included in liabilities held for sale and discontinued operations were $3.4 million and $34.2 million as of
March 31, 2008 and June 30, 2007, respectively.

Cash flows generated from the discontinued operations are presented separately on the Company s condensed consolidated statements of cash
flows.

Other

During the third quarter of fiscal 2008, the Company committed to plans to sell smaller, non-core businesses within its Medical Products and
Technologies segment, thereby meeting the held for sale criteria set forth in SFAS No. 144. In accordance with SFAS No. 144 and EITF Issue
No. 03-13, the net assets of these businesses are presented separately as held for sale on the Company s condensed consolidated balance sheet at
March 31, 2008. The results of these businesses are reported within earnings from continuing operations on the Company s condensed
consolidated statements of earnings.

At March 31, 2008, the major components of these businesses assets and liabilities held for sale were as follows:

March 31,
(in millions) 2008
Current assets $ 247
Property and equipment 11.8
Other assets 151.4
Total assets $ 1879
Current liabilities $ 15.8
Other liabilities 1.4
Total liabilities $ 17.2

During the third quarter of fiscal 2006, the Company committed to plans to sell a significant portion of its healthcare marketing services business

( HMS Disposal Group ) and its United Kingdom-based Intercare pharmaceutical distribution business ( IPD ), thereby meeting the held for sale
criteria set forth in SFAS No. 144. The remaining portion of the healthcare marketing services business remains within the Company. In
accordance with SFAS No. 144 and EITF Issue No. 03-13, the net assets of these businesses are presented separately as held for sale and the
operating results of these businesses are presented within discontinued operations. In accordance with SFAS No. 144, the net assets held for sale

of each business were recorded at the net expected fair value less costs to sell, as this amount was lower than the businesses net carrying value.

Impairment charges of $47.3 million were recorded during the nine months ended March 31, 2007 within discontinued operations for the HMS
Disposal Group and IPD. In the first quarter of fiscal 2007, the Company completed the sale of IPD. In the third quarter of fiscal 2007, the
Company completed the sale of the HMS Disposal Group.
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During the fourth quarter of fiscal 2005, the Company decided to close its sterile pharmaceutical manufacturing business in Humacao, Puerto

Rico ( Humacao ) as part of its global restructuring program and committed to sell the assets of the Humacao operations, thereby meeting the held
for sale criteria set forth in SFAS No. 144. During the fourth quarter of fiscal 2005, the Company recognized an impairment charge to write the
carrying value of the Humacao assets down to fair value, less costs to sell. During the first quarter of fiscal 2006, the Company subsequently
decided not to transfer production from Humacao to other Company-owned facilities, thereby meeting the criteria for classification of

discontinued operations in accordance with SFAS No. 144 and EITF Issue No. 03-13.

The combined results of the HMS Disposal Group, IPD and Humacao included in discontinued operations are summarized as follows for the
three and nine months ended March 31, 2007:

Three Months Ended Nine Months Ended
(in millions) March 31, 2007 March 31, 2007
Revenue $ 5.0 $ 167.1
Impairments/loss on sale $ $ (47.3)
Loss before income taxes $ 9.7) $ (70.1)
Income tax benefit $ 2.4 $ 20.8
Loss from discontinued operations $ (7.3) $ (49.3)

Interest expense allocated to the HMS Disposal Group, IPD and Humacao discontinued operations was $0.2 million and $1.4 million for the
three and nine months ended March 31, 2007, respectively. Due to the sale of IPD in the first quarter of fiscal 2007, no interest expense was
allocated for the second or third quarters of fiscal 2007. Interest expense was allocated to discontinued operations based upon a ratio of the net
assets of discontinued operations versus the overall net assets of the Company.

Cash flows generated from the discontinued operations are presented separately on the Company s condensed consolidated statements of cash
flows.

4. GOODWILL AND OTHER INTANGIBLE ASSETS
The Company accounts for purchased goodwill and other intangible assets in accordance with SFAS No. 142, Goodwill and Other Intangible

Assets. The following table summarizes the changes in the carrying amount of goodwill in total and by segment for the nine months ended
March 31, 2008:

Healthcare Healthcare Clinical
Supply Chain Supply Chain Technologies Medical
Services Services and Products

(in millions) Pharmaceutical Medical Services and Technologies Total
Balance at June 30, 2007 $ 1,223.3 $ 382.0 $ 1,806.7 $ 1,454.1 $4,866.1
Goodwill acquired net of purchase price
adjustments, foreign currency translation
adjustments and other (1)(2)(3)(4) (3.3) 2.3 5.5 (180.1) (175.6)
Balance at March 31, 2008 $ 1,220.0 $ 384.3 $ 1,812.2 $ 1,274.0 $4,690.5

(1) The decrease within the Healthcare Supply Chain Services Pharmaceutical segment primarily relates to minor acquisition adjustments and
currency translation adjustments.

(2) The increase within the Healthcare Supply Chain Services Medical segment primarily relates to currency translation adjustments.

(3) The increase within the Clinical Technologies and Services segment primarily relates to minor acquisition adjustments ($12.5 million) and
currency translation adjustments, partially offset by a deferred tax adjustment related to the Alaris acquisition ($5.7 million).

(4) The decrease within the Medical Products and Technologies segment primarily relates to a reclassification from goodwill to identified
intangible assets for the Viasys acquisition ($102.1 million), the reclassification of smaller, non-core businesses within the Medical
Products and Technologies segment to assets held for sale ($87.2 million) and a deferred tax adjustment related to the Viasys acquisition
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($13.2 million), partially offset by currency translation adjustments ($15.1 million).
The allocations of the purchase price related to the Viasys acquisition and certain other minor acquisitions, including acquired in-process
research and development costs, are not yet finalized and are subject to adjustment as the Company assesses the value of the pre-acquisition
contingencies and certain other matters.
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Intangible assets with definite lives are amortized using the straight-line method over periods that range from three to forty years. The detail of
other intangible assets by class was as follows as of June 30, 2007 and March 31, 2008:

Gross Accumulated Net
(in millions) Intangible Amortization  Intangible
June 30, 2007
Unamortized intangibles:
Trademarks and patents $ 1967 $ 04 $ 1963
Total unamortized intangibles $ 1967 $ 04 $ 1963
Amortized intangibles:
Trademarks and patents $ 4384 % 574 $ 3810
Non-compete agreements 10.0 34 6.6
Customer relationships 434.2 91.7 342.5
Other 127.0 58.6 68.4
Total amortized intangibles $ 1,009.6 $ 211.1  $ 7985
Total intangibles $ 1,2063 $ 2115 $ 994.8
March 31, 2008
Unamortized intangibles:
Trademarks and patents $ 1816 $ 04 $ 1812
Total unamortized intangibles $ 1816 $ 04 $ 1812
Amortized intangibles:
Trademarks and patents $ 4169 $ 7719 $ 339.0
Non-compete agreements 6.4 3.5 29
Customer relationships 527.3 126.9 400.4
Other 130.4 63.4 67.0
Total amortized intangibles $ 1,081.0 $ 2717 $ 809.3
Total intangibles $ 12626 $ 2721 $ 9905

There were no significant acquisitions of other intangible assets during the period presented. Certain increases within intangible asset classes
above are the result of a $102.1 million reclassification from goodwill related to the Viasys acquisition. Certain decreases within intangible asset
classes above are the result of $63.4 million of net intangibles related to smaller, non-core businesses within the Medical Products and
Technologies segment reclassified as assets held for sale at March 31, 2008. Amortization expense for the three and nine months ended

March 31, 2008 was $14.9 million and $61.6 million, respectively, and $15.3 million and $45.2 million, respectively, during the comparable
prior year periods.

Amortization expense for each of the next five fiscal years is estimated to be:

(in millions) 2008 2009 2010 2011 2012
Amortization expense $80.5 $765 $735 $724 $679
5. LONG-TERM OBLIGATIONS

In October 2006, the Company sold $350.0 million aggregate principal amount of floating rate notes due 2009 (the 2009 Notes ) and
$500.0 million aggregate principal amount of fixed rate notes due 2016 (the 2016 Notes ) in a private offering. The 2009 Notes mature on
October 2, 2009 and interest on these notes accrues at a floating rate equal to the three-month LIBOR plus 0.27% payable quarterly. The 2016
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Notes mature on October 15, 2016 and interest on the 2016 Notes accrues at 5.80% per year payable semi-annually. The Company also agreed
for the benefit of the holders to register the 2009 Notes and 2016 Notes under the U.S. Securities Act of 1933, as amended (the Securities Act ),
pursuant to a registered exchange offer so that the 2009 Notes and 2016 Notes may be sold in the public market. Because the Company did not
meet certain deadlines for completion of the exchange offer, the interest rates on the 2009 Notes and 2016 Notes increased by 25 basis points as
of June 1, 2007 and by an additional 25 basis points as of August 30, 2007. Effective March 14, 2008, the Company completed the exchange
offer and such additional interest on the 2009 Notes and 2016 Notes is no longer payable.

In a second private offering that occurred in June 2007, the Company sold $300.0 million aggregate principal amount of fixed rate notes due

2012 (the 2012 Notes ) and $300.0 million aggregate principal amount of fixed rate notes due 2017 (the 2017 Notes ). The 2012 Notes mature on
June 15, 2012 and the 2017 Notes mature on June 15, 2017. Interest on the 2012 Notes and the 2017 Notes accrues at 5.65% and 6.00%,

respectively, per year payable semi-annually. If the Company experiences specific types of
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change of control, it may be required to offer to purchase the 2012 Notes and 2017 Notes at 101% of the principal amount thereof, plus accrued
and unpaid interest, if any, to the date of repurchase. The Company also agreed for the benefit of the holders to register the 2012 Notes and 2017
Notes under the Securities Act pursuant to a registered exchange offer so that the 2012 Notes and 2017 Notes may be sold in the public market.
Because the Company did not meet certain deadlines for completion of the exchange offer, the interest rates on the 2012 Notes and 2017 Notes
increased by 25 basis points as of February 4, 2008. Effective March 14, 2008, the Company completed the exchange offer and such additional
interest on the 2012 Notes and 2017 Notes is no longer payable.

See Note 10 of Notes to Consolidated Financial Statements in the 2007 Form 10-K for more information regarding long-term obligations.
6. INCOME TAXES

Effective July 1, 2007, the Company adopted the provisions of FIN No. 48, Accounting for Uncertainty in Income Taxes. FIN No. 48 clarifies
the accounting for uncertainty in income taxes recognized in the financial statements in accordance with SFAS No. 109, Accounting for Income
Taxes. This interpretation also 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. The cumulative effect of adoption of this interpretation was a $139.3 million reduction of retained earnings.

As of July 1, 2007, the Company had $596.6 million of unrecognized tax benefits. Included in the total amount of $596.6 million is $386.5
million 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
and to tax positions in the amount of $21.0 million related to acquired companies. Recognition of these tax benefits would not affect the
Company s effective tax rate. The entire $596.6 million of unrecognized tax benefits is included in deferred income taxes and other liabilities in
the condensed consolidated balance sheets.

The Company recognizes accrued interest and penalties related to unrecognized tax benefits in income tax expense. As of July 1, 2007, the
Company had $148.9 million accrued for the payment of interest and penalties, which is a gross amount before any tax benefits. The entire
$148.9 million of accrued interest and penalties is included in deferred income taxes and other liabilities in the condensed consolidated balance
sheets.

During the nine-month period ended March 31, 2008, the amount of unrecognized tax benefits increased to $721.4 million.

The Company files income tax returns in the U.S. federal jurisdiction, various U.S. state jurisdictions and various foreign jurisdictions. With few
exceptions, the Company is subject to audit by taxing authorities for fiscal years ending June 30, 2001 through the current fiscal year.

The Internal Revenue Service ( IRS ) currently has ongoing audits of fiscal years 2001 through 2005. During the three months ended
December 31, 2007, the Company was 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 the three months ended March 31, 2008, the
Company received Notices of Proposed Adjustment from the IRS related to fiscal years 2001 through 2005 challenging deductions arising from
the sale of trade receivables to a special purpose accounts receivable and financing entity as described in more detail in Note 10 of the Notes to
Consolidated Financial Statements from the 2007 Form 10-K. The amount of additional tax proposed by the IRS in these notices was $178.9
million. The Company disagrees with the proposed adjustments and intends to vigorously contest them. The Company anticipates that this
transaction could be the subject of proposed adjustments by the IRS in tax audits of fiscal years 2006 to present. The Company believes that it is
adequately reserved for the uncertain tax position relating to this arrangement; therefore, it has not adjusted the amount of previously recorded
unrecognized tax benefits related to this issue.

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 possible settlement of audit issues, or the expiration of applicable statutes of limitations. It is not
possible to reasonably estimate the amount of such change in unrecognized tax benefits at this time.

The Company s (benefit)/provision for income taxes as a percentage of pretax earnings from continuing operations ( effective tax rate ) was 32.9%
and 32.0%, respectively, for the three and nine months ended March 31, 2008, as compared to (88.2%) and 29.3%, respectively, for the three and
nine months ended March 31, 2007. Generally, fluctuations in the effective tax rate are primarily due to 