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COMMON SHARES (WITHOUT PAR VALUE) NEW YORK STOCK EXCHANGE
Securities registered pursuant to Section 12(g) of the Act:

None.
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes p No ~
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes © No p

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 p No ~

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

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this
Form 10-K or any amendment to this Form 10-K. D

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 p 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 Act). Yes © No b

The aggregate market value of voting stock held by non-affiliates of the registrant on December 31, 2008, based on the closing price on
December 31, 2008, was $12,408,802,216.

The number of registrant s Common Shares outstanding as of August 25, 2009, was as follows: Common Shares, without par value: 359,683,531.
Documents Incorporated by Reference:

Portions of the registrant s Definitive Proxy Statement to be filed for its 2009 Annual Meeting of Shareholders are incorporated by reference into
Part III of this Annual Report on Form 10-K.
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Important Information Regarding Forward-Looking Statements

Portions of this Form 10-K (including information incorporated by reference) include forward-looking statements. This includes, in particular,
Item 7 Management s Discussion and Analysis of Financial Condition and Results of Operations of this Form 10-K as well as other portions of

this Form 10-K. The words believe, expect, anticipate, project, will, could, would, and similar expressions, among others, generally id
forward-looking statements, which speak only as of the date the statements were made. The matters discussed in these forward-looking

statements are subject to risks, uncertainties and other factors that could cause actual results to differ materially from those projected, anticipated

or implied in the forward-looking statements. The most significant of these risks, uncertainties and other factors are described in this Form 10-K

(including in Item 1A Risk Factors ) and in Exhibit 99.1 to this Form 10-K. Except to the limited extent required by applicable law, the Company

undertakes no obligation to update or revise any forward-looking statements, whether as a result of new information, future events, or otherwise.
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PART I

Item 1: Business
General

Cardinal Health, Inc. is an Ohio corporation formed in 1979. As used in this report, the terms the Registrant, the Company and Cardinal Health
refer to Cardinal Health, Inc. and its subsidiaries, unless the context requires otherwise. The Company is a leading provider of products and

services that improve the safety and productivity of healthcare. Except as otherwise specified, information in this Annual Report on Form 10-K

for the fiscal year ended June 30, 2009 (the Form 10-K ) is provided as of June 30, 2009.

The description of the Company s business in this Item 1 should be read in conjunction with the consolidated financial statements and
supplementary data included in this Form 10-K.

Spin-Off of CareFusion Corporation

On September 29, 2008, the Company announced that it intended to separate its clinical and medical products businesses from its other
businesses, including its healthcare supply chain services business, through a pro rata distribution to its shareholders (the distribution or
Spin-Off ) of common stock of a wholly owned subsidiary, CareFusion Corporation ( CareFusion ), formed for the purpose of holding the majority
of its clinical and medical products businesses. After the Spin-Off, the Company will retain certain surgical and exam gloves, surgical drapes
and apparel and fluid management businesses that were previously part of its Clinical and Medical Products segment.

On July 10, 2009, the Company s Board of Directors approved the distribution to its shareholders of 80.1% or more of shares of CareFusion
common stock on the basis of 0.5 shares of CareFusion common stock for each common share of the Company. The distribution will be made
after the close of trading on August 31, 2009 to the Company s shareholders of record as of 5 p.m. EDT on August 25, 2009. Following the
Spin-Off, the Company will retain no more than 19.9% of the outstanding CareFusion common stock. The Company is required to dispose of the
retained shares of CareFusion common stock within five years of the distribution.

The distribution is subject to a number of conditions, including, among others:

the private letter ruling that the Company received from the IRS not being revoked or modified in any material respect;

the receipt of opinions from counsel to the Company to the effect that the contribution and distribution involved in the Spin-Off will
qualify as a transaction that is described in Sections 355(a) and 368(a)(1)(D) of the Internal Revenue Code of 1986, as amended (the
Code );

no rating agency action that is likely to result in either the Company or CareFusion being downgraded below investment grade; and

the making of a cash distribution from CareFusion to the Company prior to the distribution.

The Company cannot assure you that any or all of these conditions will be met.

Reportable Segments

Fiscal 2009 and 2010 Changes to Reportable Segments

For the fiscal year ended June 30, 2009, the Company reported financial information in three reportable segments: Healthcare Supply Chain
Services; Clinical and Medical Products; and All Other. As discussed below under Changes to Reportable Segments For Fiscal 2010, effective
July 1, 2009, the Company changed its
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reportable segments to three segments: Pharmaceutical, Medical and CareFusion. Effective upon the Spin-Off, the Company will change its
reportable segments to two segments: Pharmaceutical and Medical. The following business discussion is based on the three reportable segments
as they were structured for the fiscal year ended June 30, 2009.

Healthcare Supply Chain Services

Pharmaceutical Supply Chain Business. Through its pharmaceutical supply chain business, the Healthcare Supply Chain Services segment
distributes a broad line of branded and generic pharmaceutical products, over-the-counter healthcare products and consumer products
(collectively, pharmaceutical products ). The pharmaceutical supply chain business (also referred to as the pharmaceutical distribution business)
is one of the country s leading full-service wholesale distributors to retail customers (including chain and independent drug stores and pharmacy
departments of supermarkets and mass merchandisers), hospitals and alternate care providers (including mail order pharmacies) located
throughout the United States. As a full-service wholesale distributor, the pharmaceutical supply chain business complements its distribution
activities by offering a broad range of support services to assist its customers in maintaining and helping to improve the efficiency and quality of
their services. These support services include, among others:

computerized order entry (online procurement, fulfillment and information) and order confirmation systems provided through
cardinal.com;

generic sourcing programs;

product movement, inventory and management reports; and

consultation on store operations and merchandising.
The Company s proprietary software systems feature customized databases specially designed to help its pharmaceutical supply chain customers
order more efficiently, contain costs and monitor their purchases.

In addition, the pharmaceutical supply chain business provides services to branded pharmaceutical manufacturers, including distribution
services, inventory management services, data/reporting services, new product launch support and contract and chargeback administration
services. The pharmaceutical supply chain business also operates a pharmaceutical repackaging and distribution program that provides
repackaged pharmaceutical products to its customers.

Nuclear Pharmacy Services Business and Other Pharmaceutical Supply Chain Businesses. Through its Nuclear Pharmacy Services business, the
Healthcare Supply Chain Services segment also operates centralized nuclear pharmacies that prepare and deliver radiopharmaceuticals for use in
nuclear imaging and other procedures in hospitals and clinics. The Healthcare Supply Chain Services segment also provides third-party logistics
support services, distributes therapeutic plasma to hospitals, clinics and other providers located in the United States and manufactures and
markets generic pharmaceutical products for sale to hospitals, clinics and pharmacies in the United Kingdom. The Healthcare Supply Chain
Services segment also operates a specialty pharmacy that provides prescription fulfillment and clinical care services directly to individual
patients requiring highly intensive therapies.

Medical Supply Chain Business. Through its medical supply chain business, the Healthcare Supply Chain Services segment distributes a broad
range of branded and private-label medical and laboratory products, as well as the Company s own line of surgical and respiratory therapy
products manufactured by the Clinical and Medical Products segment, to hospitals, laboratories and ambulatory care customers, such as surgery
centers and physician offices.

In addition, the medical supply chain business helps customers reduce costs while improving the quality of patient care in a variety of ways,
including online procurement, fulfillment and information provided through cardinal.com and supply-chain management. The medical supply
chain business also assembles and distributes sterile and non-sterile procedure kits under the Presource® brand name.
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Pharmaceutical supply chain business model. The Healthcare Supply Chain Services segment s pharmaceutical supply chain business maintains
prime vendor relationships with its customers that streamline the purchasing process for its customers by reducing the number of vendors. Using
a prime vendor offers customers logistical savings and fosters partnerships between customer and distributor that result in greater efficiency and

lower costs.

Five primary factors influence the pharmaceutical supply chain business gross margin for pharmaceutical products: customer discounts,
manufacturer cash discounts, distribution service agreement fees, manufacturer rebates and incentives, and pharmaceutical price appreciation.

In general, the Company sells branded pharmaceutical products to its customers at a contract price that is based on the manufacturer s published
price or another designated price at the time of sale (in either case, the manufacturer s designated price ). The contract price generally is
determined by applying a discount to the manufacturer s designated price. The term customer discounts refers to the difference in dollars between
the sales price to customers for pharmaceutical products (net of discounts, rebates and incentives given to customers) and the manufacturer s
designated price for those pharmaceutical products sold in a particular period.

The term manufacturer cash discounts refers to the aggregate amount in dollars of cash incentives the Company receives from manufacturers for
prompt payment of invoices. Manufacturer cash discounts are typically a fixed percentage of the purchase price from the manufacturer.

The term distribution service agreement fees refers to aggregate fees paid by manufacturers for services provided by the Company related to the
distribution of the manufacturers products. The Company s fee-for-service arrangements are reflected in written distribution service agreements,
and may provide for a fee or a fee plus pharmaceutical price appreciation (as described below). In certain instances, the Company must achieve
certain performance criteria to receive the maximum fees under the agreement. The fee is typically a fixed percentage of either the Company s
purchases from the manufacturer or the Company s sales of the manufacturer s products to its customers.

The term pharmaceutical price appreciation refers to the impact on gross margin in dollars of pharmaceutical price appreciation for
pharmaceutical products sold during a particular period. The impact happens when the Company purchases inventory and the manufacturer
subsequently increases its published price. By virtue of the Company s contract price to customers being based upon the manufacturer s
designated price at the time of the sale, the Company then sells that inventory on hand at a higher price. The Company continues to generate a
portion of its gross margin from the sale of some manufacturers products from pharmaceutical price appreciation without receiving distribution
service agreement fees. For these manufacturers, a reduction in the frequency and magnitude of price increases, as well as restrictions in the
amount of inventory available to the Company, could adversely affect the Company s results of operations and financial condition.

The term manufacturer rebates and incentives refers to discounts the Company receives from manufacturers as a result of competition among
manufacturers, including manufacturers of generic pharmaceuticals, in pricing their products. Manufacturer rebates and incentives are based on
either the Company s purchases from the manufacturer or the Company s sales of the manufacturer s products to its customers. The Company
generally earns the greatest margin dollars on generic pharmaceuticals during the period immediately following the initial launch of a generic
product in the marketplace because generic pharmaceutical selling prices are generally deflationary.

Therefore, the Company s pharmaceutical supply chain business generates gross margin primarily to the extent that the selling price to its
customers, net of customer discounts, exceeds in the aggregate, the cost of products sold, net of manufacturer cash discounts, distribution service
agreement fees, pharmaceutical price appreciation and manufacturer rebates and incentives.
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With respect to its customers, the pharmaceutical supply chain business differentiates between bulk and non-bulk customers, because bulk
customers generate significantly lower segment profit as a percentage of revenue than that generated by non-bulk customers. Bulk customers
consist of customers centralized warehouse operations and customers mail order businesses. All other customers are classified as non-bulk
customers (for example, retail stores, hospitals and alternate care sites). Bulk customers include the warehouse operations of retail chains whose
retail stores are classified as non-bulk customers.

See Item 7 Management s Discussion and Analysis of Financial Condition and Results of Operations for additional information about the
pharmaceutical supply chain business model.

Clinical and Medical Products

Through its Clinical and Medical Products segment, the Company provides products and services to hospitals and other healthcare providers.
This segment develops, manufactures, leases and sells medical technology products, including Alaris® intravenous medication safety and
infusion therapy delivery systems, software applications, needle-free disposables and related patient monitoring equipment and Pyxis®
dispensing systems that automate the distribution and management of medications in hospitals and other healthcare facilities. The segment also
develops, manufactures, leases and sells dispensing systems for medical supplies. This segment also develops and manufactures medical and
surgical products for distribution to hospitals, physician offices, surgery centers and other healthcare providers. These products include the
following: infection prevention products, such as single-use surgical drapes, gowns and apparel, exam and surgical gloves and fluid suction and
collection systems; respiratory care products, such as ventilation equipment and supplies; and medical specialties products, such as reusable
surgical instruments and biopsy needles. This segment also offers a line of skin disinfection products sold under the ChloraPrep® brand name
and provides clinical intelligence solutions, including products and services that help identify and prevent hospital-acquired infections and
provide barcode-enabled patient identification systems used in hospitals.

This segment primarily distributes its products direct to the customer, although it also distributes some products through medical products
distributors, including through the Healthcare Supply Chain Services segment. This segment offers products and services principally in the
United States and also in Europe, Canada and other regions.

For information on comparative segment revenue, segment profit and related financial information, see Note 17 of Notes to Consolidated
Financial Statements, which is incorporated herein by reference.

All Other

Through this segment, the Company is a franchisor of apothecary-style retail pharmacies through its Medicine Shoppe International, Inc. and
Medicap Pharmacies Incorporated ( Medicap, and together with Medicine Shoppe International, Inc., Medicine Shoppe ) franchise systems in the
United States and abroad. In March 2009, Medicine Shoppe initiated a buyout program to its franchisees. Under the program, existing

franchisees could elect one of three choices: termination of the current franchise agreement and conversion to a new program; termination of

current franchise agreement and exiting the franchise system; or remaining on the current franchise agreement.

This segment also provides pharmacy services to hospitals and other healthcare facilities, including full-service department outsourcing,
transitional and turn-key services for acute care hospital pharmacies, as well as remote medication order entry and review and other services.

During fiscal 2009, the Company divested the Tecomet and MedSystems businesses that were part of this segment.
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Effective July 1, 2009, the Company changed its reportable segments to three segments: Pharmaceutical, Medical and CareFusion. The
Pharmaceutical segment encompasses the businesses previously within the Healthcare Supply Chain Services segment that distributed
pharmaceutical, radiopharmaceutical and over-the-counter healthcare products as well as the businesses previously within the All Other
segment. The Medical segment encompasses the remaining businesses within the Healthcare Supply Chain Services segment as well as certain
surgical and exam gloves, surgical drapes and apparel and fluid management businesses previously within the Clinical and Medical Products
segment. The CareFusion segment encompasses the businesses previously within the Clinical and Medical Products segment excluding the
above-referenced surgical and exam gloves, surgical drapes and apparel and fluid management businesses and includes all businesses to be
included in the Spin-Off. Upon completion of the Spin-Off, the CareFusion segment will be reported as discontinued operations, and the
Company will operate with the two remaining segments.

Acquisitions and Divestitures

From July 1, 2004 to June 30, 2009, the Company completed the acquisitions described below.

Consideration Paid

Stock
Options
Date (1) Company Location Line of Business Cash Converted (2)
(Amounts in millions)
June 21, 2007 VIASYS Healthcare Inc. Conshohocken, Respiratory, neurology, $1,526(3) 0.1

Pennsylvania medical disposable and
orthopedic products

May 12, 2008 Enturia Inc. Leawood, Infection prevention $ 490(4)
products

Kansas

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

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

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

(4) Includes the assumption of approximately $5 million in debt.

The Company also has completed a number of other smaller acquisitions (asset purchases, stock purchases and mergers) during the last five

fiscal years, including the following: Geodax Technology, Inc. during fiscal 2005; ParMed Pharmaceutical, Inc., Denver Biomedical, Inc., the

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

Fusion Incorporated and SpecialtyScripts, LLC ( SpecialtyScripts ) during fiscal 2007; and Borschow Hospital & Medical Supplies, Inc. during

fiscal 2009.

On an ongoing basis, the Company evaluates possible candidates for merger or acquisition and considers opportunities to expand its operations
and services across all reportable segments. These acquisitions may involve the use of cash, stock or other securities as well as the assumption of
indebtedness and liabilities.

From July 1, 2004 to June 30, 2009, the Company completed several divestiture transactions. These transactions include divesting the non-core
domestic businesses of Syncor International Corporation ( Syncor ) in several transactions since acquiring Syncor in fiscal 2003. During fiscal
2006, the Company divested a significant portion of its specialty distribution business. During fiscal 2007, the Company completed the sale of
its former Pharmaceutical Technologies and Services segment, other than certain generic-focused businesses (the
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segment, excluding the certain generic-focused businesses that were not sold, is referred to as the PTS Business ) to an affiliate of The
Blackstone Group. At the closing of the PTS Business sale, the Company received approximately $3.2 billion in cash, which represented the
purchase price of approximately $3.3 billion as adjusted pursuant to certain provisions in the purchase agreement. Also during fiscal 2007, the
Company divested its healthcare marketing services business and its United Kingdom-based Intercare pharmaceutical distribution business.
During fiscal 2008, the Company divested its Tecomet (orthopedic implants and instruments) and MedSystems (enteral devices and airway
management products) businesses.

The Company continues to evaluate the performance and strategic fit of its businesses and may decide to sell a business or product line based on
such an evaluation. See Spin-Off of CareFusion Corporation above for information on the Company s plans to spin off CareFusion on August 31,
2009. In addition, during the fourth quarter of fiscal 2009, the Company approved plans to divest the United Kingdom-based Martindale

injectable manufacturing business and SpecialtyScripts.

For additional information concerning certain of the transactions described above, see Notes 2, 3 and 8 of Notes to Consolidated Financial
Statements and Item 7 Management s Discussion and Analysis of Financial Condition and Results of Operations.

Customers

The Company s largest customers, CVS Caremark Corporation ( CVS ) and Walgreen Co. ( Walgreens ), accounted for approximately 21% and
23%, respectively, of the Company s revenue for fiscal 2009. The aggregate of the Company s five largest customers, including CVS and
Walgreens, accounted for approximately 54% of the Company s revenue for fiscal 2009. All of the Company s business with its five largest
customers is included in its Healthcare Supply Chain Services segment. The loss of one or more of these five customers could adversely affect

the Company s results of operations and financial condition.

Businesses in each of the Company s reportable segments have agreements with group purchasing organizations ( GPOs ) that act as agents that
negotiate vendor contracts on behalf of their members. Approximately 16% of the Company s revenue for fiscal 2009 was derived from GPO
members through the contractual arrangements established with Novation, LLC ( Novation ) and Premier Purchasing Partners, L.P. ( Premier ), the
Company s two largest GPO relationships in terms of member revenue. Although GPO vendor selections are influential to GPO member

sourcing decisions, compliance by GPO members with those vendor selections is generally voluntary. As such, the Company believes the loss of

any of the Company s agreements with a GPO would not mean the loss of sales to all members of the GPO, although the loss of such an

agreement could adversely affect the Company s results of operations and financial condition. See Note 1 of Notes to Consolidated Financial
Statements for further information regarding the Company s concentrations of credit risk and major customers.

Suppliers

The Company obtains its products from many different suppliers. Products obtained from the Company s five largest suppliers accounted on a
combined basis for approximately 22% of the Company s revenue during fiscal 2009. No one supplier s products accounted for more than 6% of
the Company s revenue in fiscal 2009. Overall, the Company believes that its relationships with its suppliers are good. The loss of certain
suppliers could adversely affect the Company s results of operations and financial condition if alternative sources of supply were unavailable at
reasonable prices.

The pharmaceutical supply chain business uses a fee-for-service model with respect to the compensation it receives for the services it provides to
pharmaceutical manufacturers. These fee-for-service arrangements are reflected in written distribution service agreements. Distribution service
agreements between the Company and pharmaceutical manufacturers generally range from a one-year term with an automatic renewal feature to
a five-
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year term. These agreements are generally only terminable prior to expiration of their term upon the following conditions: the mutual agreement
of the parties; an uncured breach of the agreement; or the occurrence of a bankruptcy filing or similar insolvency event. Some agreements allow
the manufacturer to terminate the agreement without cause within a defined notice period. See the Pharmaceutical supply chain business model
discussion under Reportable Segments Healthcare Supply Chain Services above for more information regarding distribution service agreement
fees.

Competition
The Company operates in markets that are highly competitive.
Healthcare Supply Chain Services Segment

In the Healthcare Supply Chain Services segment, the Company s pharmaceutical supply chain business faces competition in the United States
from two other national, full-line wholesale distributors (McKesson Corporation and AmerisourceBergen Corporation) and a number of regional
wholesale distributors, self-warehousing chains, direct selling manufacturers, specialty distributors and third-party logistics companies, among
others, on the basis of a value proposition that includes pricing, breadth of product lines, service offerings and support services. In addition, the
Company has experienced increased competition from a number of sources with regard to generic pharmaceuticals, including generic
telemarketers.

The pharmaceutical supply chain business has narrow profit margins and, accordingly, the Company s earnings depend significantly on its ability
to:

compete effectively on the pricing of pharmaceutical products;

offer a compelling portfolio of generic pharmaceutical products, supported by low-cost sourcing arrangements with generic
pharmaceutical manufacturers;

distribute a large volume and variety of products efficiently;

provide quality support services;

enter into and maintain satisfactory arrangements with pharmaceutical manufacturers so it is compensated for the services it provides
manufacturers; and

effectively manage inventory and other working capital items.
The Healthcare Supply Chain Services segment s nuclear pharmacies face competition from nuclear pharmacy companies and distributors
