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Working together with our customers,  
we are making medicine more effective,  
drug development more productive,  
supply chains more secure, surgeries safer, 
drug packaging more protective, hospitals  
more efficient and patient outcomes  
more predictable. 

Together, we’re making 
health care better.
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 A Note about Hurricane Katrina

Just before going to press for this year‘s annual report, Hurricane Katrina devastated parts of Louisiana, 

Mississippi and the Gulf Coast of the United States, leaving immense damage, significant flooding and 

a number of casualties in its wake. Cardinal Health‘s important role in the chain of health care has been 

poignantly demonstrated in the aftermath of this tragedy, as was the case with the devastating tsunami 

in Asia earlier this year. Throughout our company, employees at every level redoubled their efforts 

on behalf of our customers and in support of each other. Hospitals, military and governmental agencies 

have turned to us for assistance with medical supplies and pharmaceuticals, and we ‘re both humbled 

and proud of the way in which our employees have responded. We encourage you to join Cardinal Health 

in supporting the American Red Cross in its relief efforts. To our employees, thank you for the assistance 

you have provided our customers and colleagues. Our thoughts and sympathies remain with all those 

affected and still in need.
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At Cardinal Health, everything we do has one 
ultimate purpose: to help our customers fulfill their 
mission to provide better patient care.

We deliver on this promise by performing as one:  
providing integrated health-care solutions that 
connect our capabilities in supply chain management, 
medication management, clinical services and 
manufacturing in ways that allow us to innovate and 
create compelling value for customers. 

We call this approach One Cardinal Health. It is our 
way of delivering innovation through collaboration, 
and it opens new opportunities for our employees, 
customers and shareholders.



To Our Employees, Customers and Shareholders,
Our purpose at Cardinal Health is very clear: to deliver 
solutions that help our customers fulfill their mission to 
provide better patient care. That simple statement places 
Cardinal Health in the enviable and responsible role of 
being a vital part of the health care “chain of care” around 
the world. We see health care as an industry that provides 
an exceptional growth opportunity for those who are 
innovative enough to pursue it. And we see it as an industry 
where our employees and customers can contribute 
profound value to improving people’s lives.

Fiscal 2005 was a challenging year for Cardinal Health. 
While there were significant accomplishments that better 
position us for the future, our financial performance was 
disappointing. We could have done better. First, highlights 
for the year included:

–  The demand for Cardinal Health’s market-leading products  
 and services was strong and unabated during the year.  
 Revenue growth of 15 percent tells us that customers need  
 and want our offerings.

–  Our pharmaceutical distribution business led an   
 industry-wide change in how drug distributors are fairly  
 compensated for their services. We reached new  
 “fee-for-service” terms with more than 100 of the most  
 important pharmaceutical companies in the world.

–  The integration of the strategically important, $2 billion  
 Alaris Medical Systems, Inc. acquisition has been very  
 successful. Alaris® products lead the market for intravenous  
 medication systems, and have become central to our  
 clinical services and patient safety strategy.

–  We continued to introduce new products and innovations  
 to the health-care market. The Pyxis MedStation® 3000  
 represents the next generation of the flagship medication  
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 management system pioneered by Pyxis. The Alaris 
 business continues to produce a steady stream of new  
 products and information services in the clinical arena.  
 Proprietary offerings like CardinalAssist® and LogisticSourceSM   

 services help hospitals reduce costs and manage inventory  
 more effectively. And continued advances in our medical  
 products manufacturing business produce important  
 infection prevention products for health care providers.

–  We made significant progress on our compliance   
 commitments. We responded aggressively to the matters  
 surrounding the regulatory investigations and have   
 implemented important improvements in our controls,  
 compliance and governance practices.

–  We introduced One Cardinal Health, a program designed  
 to make our company more efficient and drive even  
 greater innovation in our customer offerings. One of its  
 most important outcomes has been our Integrated  
 Provider Solutions strategy, which brings together our  sales  
 efforts for health-care providers under one structure to  
 deliver integrated and innovative solutions with resources  
 from across Cardinal Health.

Despite these successes, our performance was hurt by 
operational issues in our sterile manufacturing and Pyxis 
businesses. In sterile manufacturing, these challenges 
created production delays that seriously dampened earnings. 
And Pyxis’ delays in both installations and new product 
introductions hurt revenue and earnings performance. 
Additionally, while the transition to a new compensation 
model in drug distribution was successful, it was costly 
and volatile, as we anticipated in last year’s letter. 

Financial and Business Highlights
For the year, revenues totaled $74.9 billion, with operating 
earnings of $1.8 billion. Diluted earnings per share from 
continuing operations, excluding special items, were $2.85*, 

and would have been $0.31 higher with non-recurring 
charges excluded. Fiscal 2005 marked the first earnings 
decline in Cardinal Health’s 35-year history. This is not 
something we expect to repeat in the future.

A compelling positive for the year was the cash flow 
generated from operations, at nearly $2.9 billion. This cash 
flow affords enormous strategic flexibility, but also 
benefited our shareholders with more than $552 million 
returned to them during the year in the form of cash 
dividends and share repurchases. The company’s balance 
sheet has never been stronger, ending the year with more 
than $1.4 billion in cash and a remarkably low 11 percent 
net debt to total capital ratio. So, we find ourselves 
financially strong, with the ability to invest for the future. 

With the introduction of One Cardinal Health, we are 
becoming a more integrated company, both externally and 
internally. And we expect to realize benefits in both these 
areas. Externally, we have demonstrated the value of 
delivering integrated offerings for customers. New corporate 
agreements with health-care providers— contracts involving 
at least three Cardinal Health businesses—grew to more 
than $7 billion annually. These accounts grow faster, 
are more profitable and renew at higher levels than our 
stand-alone businesses.

The internal benefits of One Cardinal Health are equally 
compelling. In 2005, we achieved significant, ongoing cost 
savings through facility and product line rationalizations 
and discontinued operations. We expect over the next 
three years that program efficiencies and cost savings will 
yield additional, substantial benefits from further facility 
consolidations, global procurement and sourcing efforts, 
implementation of lean manufacturing and quality 
improvement programs, and the adoption of shared 
staff services.
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Within our four reporting segments, we experienced a mix 
of consistent, steady performance with some notable 
operational challenges. The Pharmaceutical Distribution 
and Provider Services segment reported strong revenue 
growth of 16 percent, to $61 billion, and operating earnings 
of $1 billion, down two percent from the prior year due to 
the volatility in branded vendor margins as we managed 
through the fee-for-service transition. Our negotiations with 
manufacturers demonstrate that Cardinal Health remains 
a highly efficient, critical link in the “chain of care.” Going 
forward, we expect continued strong revenue growth, 
more predictable profit margins and a return to strong 
operating earnings growth.

Our Medical Products and Services business posted yet 
another year of solid revenue performance, with sales rising 
seven percent to $9.8 billion. Earnings declined three 
percent to $672 million as this business worked to overcome 
competitive pricing pressures and significant increases in 
raw material and fuel costs. The introduction of disciplined 
expense controls, new international product sourcing 
strategies and new product introductions, as well as facility 
rationalizations as part of One Cardinal Health, are all 
expected to contribute to a return to earnings growth in fiscal 
2006. In fact, we expect continued solid revenue growth, 
with earnings growing faster than revenue in this business.

Within Pharmaceutical Technologies and Services, revenue 
increased six percent to nearly $3 billion, while earnings 
declined by 28 percent to $337 million. On the positive side, 
our Oral Technologies, Packaging Services and Nuclear 
Pharmacy Services businesses posted strong performances. 
The disappointment during the year was our sterile manu-
facturing business. This is a high margin business, with great 
demand, but one which failed to execute during the year 
due to operational issues that hampered production. A new 
leadership team has been established in this segment, and 
they are focused on resolving our sterile issues. Importantly, 

this business possesses highly regarded, market-leading, 
proprietary technologies in specialty pharmaceutical 
dosage forms. Looking ahead, continued demand should 
yield solid revenue growth, and we expect to grow 
earnings much faster than revenues as we address the 
issues in sterile and drive productivity.

Our Clinical Technologies and Services segment was created 
during 2005 to bring together all of our market-leading 
technologies and services in the clinical and medication 
safety areas. For the year, revenue was up 41 percent to 
$2.2 billion with operating earnings of $273 million. The Alaris 
acquisition has proven to be an accelerator of our clinical 
services strategy, with both revenue and earnings in this 
business meeting our expectations. Pyxis, however, 
experienced a very disappointing year with both revenue and 
earnings down sharply. A new leadership team in this 
segment, with a clear track record of turnaround experience, 
has established plans and actions for improvement. That team 
successfully launched the new Pyxis MedStation 3000 
product line, introduced lean manufacturing and operational 
improvements, rationalized product lines and put particular 
focus on improving quality and customer service efforts.
 As demand for patient- and medication-safety products 
continues to increase, we expect this to be our fastest 
growing business over the next three years.

We can’t close out a review of 2005 without commenting on 
the status of actions we undertook to improve controls 
at the time we filed last year’s annual report. Demonstrable 
progress has been made in every area. Notably, three 
of the most senior finance roles in the company have been 
filled with proven outside talent: our Chief Financial Officer, 
Treasurer, and Chief Accounting Officer and Controller. 
And we recruited the company’s first ever Chief Ethics and 
Compliance Officer. In addition, we have met with our top 
300 executives and engaged them in a dialogue on our core 
values. Lastly, we have made important accounting and 

4     Cardinal Health 2005 Summary Annual Report



control changes in many areas. Along with outstanding efforts 
to meet SOX 404 requirements, we concluded the year with 
no material weaknesses in our internal controls over financial 
reporting. And, our Audit Committee’s investigation of 
accounting and compliance issues is substantially completed.

Our Performance Commitment
We have very clear goals and objectives for our 
performance over the next three years. Our financial 
commitments are:
– Grow revenues by eight to 10 percent annually
–  Grow diluted earnings per share **  by an average 
 of 12 to 15 percent
–  Achieve a return on equity* of 15 to 20 percent
–  Return up to 50 percent of operating cash flow to   
 shareholders via share repurchase and dividends

Health care continues to be among the most dynamic, 
growing and socially relevant industries in the world. 
Demand for health-care services continues to increase, 
and Cardinal Health’s combination of breadth, depth 
and information within the “chain of care” puts us in a 
unique position to offer solutions to our customers. 
The key to our success will be to integrate our capabilities 
for the benefit of our customers. That integration has 
started in a major way inside our company, under the banner 
of One Cardinal Health. The vision is clear and straightfor-
ward: to deliver integrated health-care solutions that help 
our customers provide better patient care. We have the 
financial resources to invest in the future, and a leadership 
team united around clear strategic and performance goals.

All companies face challenges over time. It’s how an 
organization responds to those challenges that ultimately 
determines its true character. We’re proud to represent 
Cardinal Health to our shareholders, our customers and to 
our employees as a company emerging from 2005 as a 
stronger and more customer-focused leader in health care.

A Note about Hurricane Katrina
Just before going to press for this year‘s annual report, 
Hurricane Katrina devastated parts of Louisiana, Mississippi 
and the Gulf Coast of the United States, leaving immense 
damage, significant flooding and a number of casualties in 
its wake. Cardinal Health‘s important role in the chain of 
health care has been poignantly demonstrated in the 
aftermath of this tragedy, as was the case with the devastating 
tsunami in Asia earlier this year. Throughout our company, 
employees at every level redoubled their efforts on behalf 
of our customers and in support of each other. Hospitals, 
military and governmental agencies have turned to us 
for assistance with medical supplies and pharmaceuticals, 
and we ‘re both humbled and proud of the way in which 
our employees have responded. We encourage you to join 
Cardinal Health in supporting the American Red Cross in
its relief efforts. To our employees, thank you for the assistance 
you have provided our customers and colleagues. Our 
thoughts and sympathies remain with all those affected 
and still in need.

Sincerely,

Robert D. Walter George L. Fotiades
Chairman and  President and 
Chief Executive Officer Chief Operating Officer

 * Diluted earnings per share from continuing operations and return 

on equity exclude special items. Reference page 25 for definitions of 

these non-GAAP measures and/or for a reconciliation of such measures 

to their comparable GAAP equivalent.

  ** Excluding special items and non-recurring charges. Reference page 25 

for a definition of this non-GAAP measure.
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Our Market

The forces acting on the $3.5 trillion global health-care 
industry are multiplying and intensifying:
1.  Demand for health care is increasing exponentially  
 as the world’s population grows and ages.
2.  The need for greater access and affordability in
 health care puts new cost pressures on the industry.
3.  Patient safety is a growing mandate.

In light of these forces, government and regulators 
are stepping up their roles, providers are feeling the 
pressure to perform and the industry is searching  
for innovation. 

Our customers are at the center of these shifts and 
Cardinal Health is delivering solutions.
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By 2050, the global population aged 65 
or above will triple. Starting in 2012, 
it’s projected that in the U.S. alone, nearly 
10,000 people will turn 65 each day. While 
those milestones may seem comfortably 
distant, this generation of health-care 
consumers is already making its presence 
felt: Patients over 65 now account for 
half of physician visits and hospitalizations, 
and an average 75-year-old has three 
chronic conditions and uses five different 
prescription drugs. At the same time 

patient conditions are becoming 
more acute, reforms of the Medicare 
system are leading to changes in 
how care is managed, evaluated and 
reimbursed. For many Cardinal Health 
customers, these market forces are 
as much a challenge as an opportunity: 
there is often a growing gap between 
providers’ current resources and 
their future ability to effectively treat 
the complex medical needs of this 
growing population.

 18.4%
of the Global GDP in 2013 will 
be health-care spending, analysts 
believe—an increase from the 
15 percent of GDP that health care 
represents today

60+
year-olds worldwide represent  
a population growing 60 percent 
faster than the world’s population

1. Demand for health care continues to accelerate
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Today, a number of forces are driving rapid 
change in the business of health care.  
The need for widely available and affordable 
care is undeniable, but also adds new 
pressures on the entire health-care industry 
to control costs as it develops new therapies 
and provides more services. For hospitals 
and other care providers, the industry 
is moving toward a pay-for-performance 
approach, in which insurance reimburse-
ment is tied to documented effectiveness 
in outcomes. At least 100 state and regional 
pay-for-performance programs are already 
operating, and insurers, businesses and 
consumer groups are embracing the model. 
At the same time pharmacies and small 

regional and local providers are seeking new 
solutions to stay competitive, from reduced 
product costs to added efficiency in staffing 
and processes. Among pharmaceutical 
companies, bringing a drug to market has 
never been easy or inexpensive. But as 
insurers increasingly cover only the most 
effective medications available at the lowest 
price, return on new drug investment is 
being further squeezed. The implications? 
Hospitals need breakthrough tools that 
support clinical decision-making, capture 
revenue and prepare for new reporting 
requirements. Pharmaceutical manufacturers 
need a partner who can control fixed costs 
and bring innovation to a crowded market.

2.0%
median hospital operating  
margin in 2004, about half the 
operating margin of 1997

2. Need for access and affordability adds new cost pressures
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Of all the challenges in the practice of  
medicine today, none is more critical than 
patient safety. There is growing medical 
community acknowledgement—and 
public awareness—that clinical care itself 
has inherent risks, particularly in the 
delivery and management of medication. 
At issue are wide variations in medical 
practices and drug protocols—everything 
from rates of C-sections and angioplasty to 
appropriate delivery of drugs to patients. 
Increasingly, hospitals and caregivers are 

seeking methods that provide greater 
consistency in treatment and remove 
patient risk. The adoption of technology 
as a means of verifying patient identities, 
dispensing their drugs within prescribed 
limits and eliminating human error has 
the potential to eliminate thousands of 
deaths and adverse drug events annually 
and remove $17 billion from the health- 
care system. To our hospital partners, 
the need for knowledge and processes is 
now as great as the need for products.

 98,000
fatalities estimated in hospitals 
each year from medical errors

61%
life-threatening hospital errors are 
intravenous medication related

3. Patient safety grows as a mandate
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Our Capabilities

Through three decades of growth, Cardinal Health 
has assembled the most diverse set of proprietary, 
market-leading capabilities to help our customers 
manage the forces in health care.

Today, we are aligning these capabilities for even 
greater scale, to deliver expertise in three core, 
leadership areas:
1.  Supply Chain Services
2.  Medication Management and Clinical Services
3.  Medical and Pharmaceutical Products 
 Manufacturing

With our capabilities aligned, we can address the 
higher-value, strategic opportunities in health care 
better than any competitor and deliver efficiency, 
innovation and improved outcomes in huge doses.



3. Medical and 
Pharmaceutical 
Manufacturing

2. Medication 
Management and
Clinical Services

1. Supply Chain
Services

Specialty 
Pharmaceutical

Distribution

Contract Logistics 
Services

Medical Products,
Distribution

• Hospital Supply

• Physician Office
 Products and Services

• Scientific Products
 Distribution

• Surgery Center 
 Products

Nuclear
Pharmacy
Services

• Medical Imaging
 Staffing Services

• Nuclear Oncology
 Products and Services

• PET Products and
 Services

• Cardiology Products
 and Services

Pharmaceutical 
Distribution

• Retail Chains

• Mail-order Pharmacies

• Hospitals

• Independent 
 Pharmacies
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We are the market-leading supply chain and logistics company, spanning the health care 
industry. Though we are often compared with traditional distribution competitors, there is, 
in fact, no comparison to the breadth of services and low cost structure we provide.  
We reach 40,000 hospitals, pharmacies and other points of care daily across a $300 billion 
pharmaceutical and medical-surgical distribution market. This capability is about the efficient 
movement of high-volume products and very specialized biotech, oncology and nuclear 
medicines directly to the patient point-of-care—and about being a vital source of information 
about product use. By applying this knowledge, we create the best practices that support 
our customers’ goals of containing costs, optimizing revenues and improving patient care.

1.  Supply Chain 
 Services



1. Supply Chain
Services

3. Medical and 
Pharmaceutical 
Manufacturing

2. Medication 
Management and
Clinical Services

Pyxis® Products

  MediQual®
Products

Pharmacy
Management

Alaris® Products

Clinical Services 
and Consulting
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Our capabilities don’t stop at the end of the supply chain. We partner with customers to 
help improve their clinical outcomes. This role includes resources in consulting, automation, 
data collection and analysis, and pharmacy management expertise. Alongside customers, 
we employ these resources to eliminate variability and define best clinical practices to improve 
patient care and safety. As pay-for-performance initiatives gain momentum, Cardinal Health 
medication management assets—including our market-leading Alaris and Pyxis products— 
are unmatched in their value to hospital and health-system customers.

2. Medication 
 Management and
 Clinical Services



2. Medication 
Management and
Clinical Services

1. Supply Chain
Services

3. Medical and 
Pharmaceutical 
Manufacturing

Packaging 
Services

Specialty 
and Generic 

Products

Sterile
Technologies

• Surgical Masks, Drapes
 and Gowns

• Glove  Products

• Fluid Suction and 
 Irrigation Products 

• Surgical Packs

• Respiratory Care Products 
 and Services 

• Special Procedure Products

• Thermal/Prep Products

• Surgical Instruments

Medical Products,
Manufacturing

Oral
Technologies • Softgels

• Zydis Fast Dissolve

• Modified/Immediate
 Release Tablets and 
 Capsules

• Pre-filled Syringes

• Lyophilized powders

• Vials

• Blow/Fill/Seal

• Sterile Topicals
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Our product development and manufacturing capabilities—for pharmaceutical companies, 
biotech firms and health care providers—are by themselves leading competitors in their sectors. 
We either self-manufacture or source products ranging from infection-prevention supplies 
to medical devices and surgical packs. We also develop, contract-manufacture and package 
pharmaceuticals in nearly every dosage form possible. Across more than 50 manufacturing 
locations, we’re gaining efficiency through the implementation of lean six-sigma processes, 
common quality systems and shared sourcing initiatives. And we’re organizing in customer-
centered teams to simplify and strengthen our relationships as we work  to exceed our own 
high quality standards, and those of regulators and the customers we serve.

3. Medical and
 Pharmaceutical
   Products

 Manufacturing
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Our Opportunities

For Cardinal Health, the forces driving the future of 
health care and our own capabilities meet at a point 
of opportunity.

Just as we have aligned our internal capabilities,  
we are aligning our external resources with customers  
and markets. For example, through our Integrated  
Provider Solutions strategy we are applying expertise 
to the critical issues facing our hospital and health-
system customers today: supply management, 
procedure optimization, medication management 
and patient throughput.

By collaborating across our traditional businesses— 
bringing together our resources rather than operating 
separately—we deliver solutions that add even  
greater value to our customers. And change health  
care for the better at the best possible time.



     Cardinal Health 2005 Summary Annual Report     15

Connecting logistics and economics 

By bringing together our industry-leading medical-surgical 
products and supply automation capabilities, we are 
driving millions of dollars in hospital costs from the supply 
chain, while strengthening administrative decision-making 
and practitioner safety. Our logistics offering connects, 
automates and streamlines everything in the medical-

surgical supply chain, from full outsourcing of hospital 
inventory management to monitoring usage via Pyxis 
SupplyStation® systems and demand forecasting through 
customized delivery of supplies and instruments. Hospital 
logistics agreements now represent a $1 billion business 
—one that grew more than 20 percent in 2005.
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Offering drug companies a complete solution 

Cardinal Health manufactures or packages more than 100 
billion doses per year—more than the retail- and mail- 
pharmacy volume of the five leading global pharmaceutical 
companies combined. With our comprehensive drug 
testing, manufacturing and packaging 

capabilities, customers can gain the flexibility to handle 
changing marketplace requirements. Our quick-dissolve, 
softgel, pre-filled syringe and blow/fill/seal delivery systems 
enable our partners to cost-effectively develop their 
medicines in specialized dosage forms.
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Unlocking the value of data and systems

Thinking and acting as a hospital’s performance partner—  
as opposed to a vendor—is enabling Cardinal Health to 
find innovative connections in pharmaceutical distribution. 
By linking our distribution expertise with our Pyxis medi- 
cation management technology, we can automatically 
replenish prescribed drugs direct to the nursing units. 

Medications maintained by our Pyxis MedStation 3000 
are automatically reordered from our distribution center 
and replaced the next morning via individualized totes 
delivered to the same system—freeing clinical staff to focus 
on patients rather than ordering products.
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Protecting patients by sharing knowledge

Patient safety is not only a driving force in our industry, it’s 
a $10 billion market opportunity. It’s a business enabled by 
the measurement of data and the application of consistent 
processes. To protect patients and improve outcomes,  
we can analyze and aggregate medication performance 

data to help hospitals and regulators create more effective 
drug protocols—and then precisely deliver prescribed 
drugs through automated dispensing capabilities, including 
our Alaris System with Guardrails® Safety Software—
eliminating harmful and costly medication errors.
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Expanding internationally

Cardinal Health has become a $75 billion company with a 
business primarily built on the needs of hospitals, providers 
and pharmaceutical companies in the United States. 
Today, our business outside the U.S. represents less than 
10 percent of our earnings, yet the competitive drivers 

among health-care systems worldwide—efficiency, safety, 
supply chain integrity—are identical to domestic demands. 
International expansion is important to our future, and 
we are investing today in people and operations to create a 
truly global enterprise. 



20     Cardinal Health 2005 Summary Annual Report

50%

of all surgeries

33%

of all prescriptions
filled

90%

of all hospitals

Cardinal Health At A Glance

We are a Fortune 16 company with global revenue of $75 billion and 55,000 employees serving customers worldwide. The breadth 

of our products and services improve partner efficiency and patient health throughout the chain of care. The customers we serve 

include: global pharmaceutical manufacturers, biotech firms, retail and mail-order pharmacies, hospitals and clinics, physicians 

offices and surgery centers.

- Drug discovery support

- Drug development 

- Analytical services

- Clinical trial manufacturing/  

 packaging

- Drug delivery technologies

- Sterile manufacturing

- Standard and proprietary   

 dosage forms

- Contract packaging services 

- Unit dose to bulk packaging 

- Product launch and  

 logistics services

- Contract sales services

- Medical education  

 and marketing

Cardinal Health Solutions for Health Care Providers

- Pharmaceutical distribution  

 and logistics services

- Medical, surgical and 

 laboratory products supply

- Nuclear pharmacy services

- Oncology products 

 and services

- Hospital pharmacy 

 consulting and management

- Medication management   

 and automation

- Supply management 

 and automation

- Clinical information 

 management

- Pharmacy franchising

- Retail pharmacy support   

 services

Cardinal Health Solutions for Pharmaceutical Manufacturers  

and Biotech Firms

Every day, Cardinal Health…
In the United States, Cardinal Health 

products and services are used in:  

Employs more than  

5,000 clinical experts 
including pharmacists, physicians and nurses 

Develops, manufactures 
and packages more than 

500 million 

doses of 
pharmaceuticals 

Manufactures more than 

4 million 

medical/surgical products, 
including surgical instruments, 

respiratory products, 
suction tubing, surgical drapes, 

gowns and gloves, 
in 29 facilities worldwide

Makes more than 50,000 deliveries to 

40,000 customer sites 
including hospitals, pharmacies and other points of care 
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 Fiscal year ended June 30,

(in millions, except per Common Share amounts) 2005 2004 2003
 

Revenue $74,910.7 $65,053.5   $56,731.5 

Cost of products sold 69,904.2 60,312.3   52,249.3 

Gross margin  5,006.5   4,741.2   4,482.2  

Selling, general and administrative expenses  2,861.5   2,346.5 2,246.3

Impairment charges and other  118.0     (11.5)  9.0   

Special items 

 Restructuring charges  203.0   37.1     67.0 
 Merger charges  48.9  44.7   74.4 
 Foundation contribution  -    31.7   - 
 Other 12.3 (56.1) (101.5)

Operating earnings 1,762.8  2,348.8    2,187.0   

Interest expense and other 133.5  110.4    106.3  

Earnings before income taxes, discontinued operations, and cumulative 

 effect of change in accounting  1,629.3   2,238.4   2,080.7   

Provision for income taxes 582.6  713.7 699.5  

Earnings from continuing operations before cumulative effect 

 of change in accounting 1,046.7  1,524.7   1,381.2  

Earnings/(loss) from discontinued operations (net of tax ($2.6), $7.4 and $2.5    

  for the year-to-date periods ended June 30, 2005, 2004 and 2003, respectively) 4.0  (11.7)  (6.1) 

Cumulative effect of change in accounting  -    (38.5)  - 
 

Net earnings $  1,050.7  $  1,474.5 $  1,375.1   

Basic earnings per Common Share: 

 Continuing operations $        2.43   $         3.51   $       3.10  

 Discontinued operations  0.01  (0.03) (0.02) 

 Cumulative effect of change in accounting  -    (0.09)   - 

 Net basic earnings per Common Share $        2.44  $        3.39  $        3.08  
 

Diluted earnings per Common Share:            

 Continuing operations $        2.40 $        3.47 $       3.05 

 Discontinued operations  0.01  (0.03) (0.02) 

 Cumulative effect of change in accounting   -    (0.09)   - 

 Net diluted earnings per Common Share $        2.41  $        3.35  $       3.03
 

Weighted average number of shares outstanding:            

 Basic 430.5   434.4 446.0   

 Diluted 435.7  440.0   453.3                         

Refer to Cardinal Health, Inc. 2005 Annual Report on Form 10-K for a complete set of financial statements.

Consolidated Statements of Earnings
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 June 30,

(in millions) 2005 2004

Assets

 Current assets:    

  Cash and equivalents $   1,411.7    $  1,096.0 

  Short-term investments available for sale  99.8     -  

  Trade receivables, net  3,451.0    3,432.7 

  Current portion of net investment in sales-type leases  238.2    202.1 

  Inventories   7,380.0    7,471.3 

  Prepaid expenses and other   862.0     795.4 

  Assets held for sale from discontinued operations  -       60.4 

   Total current assets  13,442.7   13,057.9

 Property and equipment, at cost:    

  Land, buildings and improvements  1,647.5    1,412.6 

  Machinery and equipment  2,868.3    2,734.3 

  Furniture and fixtures  152.8    153.2

   Total property and equipment  4,668.6    4,300.1 

  Accumulated depreciation and amortization  (2,184.6)  (1,936.1)

  Property and equipment, net  2,484.0   2,364.0  

 Other assets:

  Net investment in sales-type leases, less current portion  693.8    546.0 

  Goodwill and other intangibles, net  5,097.4    4,938.8 

  Other   341.3   462.4 

   Total assets  $22,059.2    $21,369.1  

Liabilities and shareholders’ equity    

 Current liabilities:   

  Current portion of long-term obligations and other short-term borrowings  $      307.9     $     860.6  

  Accounts payable  7,618.4    6,432.4 

  Other accrued liabilities  2,178.7   2,021.3  

  Liabilities from discontinued operations  -      55.1

   Total current liabilities  10,105.0   9,369.4 

 Long-term obligations, less current portion and other short-term borrowings  2,319.9   2,834.7  

 Deferred taxes and other liabilities  1,041.3    1,188.7 

 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 - 476.5 million shares and    

    473.1 million shares at June 30, 2005 and 2004, respectively  2,765.5    2,653.8  

  Retained earnings  8,874.2    7,888.0  

  Common Shares in treasury, at cost, 50.3 million shares and      

   42.2 million shares at June 30, 2005 and 2004, respectively  (3,043.6)  (2,588.1) 

  Other comprehensive income  20.2  28.9 

  Other  (23.3)  (6.3)

   Total shareholders’ equity  8,593.0    7,976.3

   Total liabilities and shareholders’ equity  $22,059.2    $21,369.1 

Refer to the Cardinal Health, Inc. 2005 Annual Report on Form 10-K for a complete set of financial statements.

Consolidated Balance Sheets
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Consolidated Statements of Cash Flow

 Fiscal year ended June 30,

(in millions) 2005 2004 2003

Cash flows from operating activities:

 Earnings from continuing operations before cumulative effect      

  of change in accounting  $1,046.7  $1,524.7  $1,381.2   

 Adjustments to reconcile earnings from continuing operations before the     

  cumulative effect of change in accounting to net cash from operations:    

 Depreciation and amortization 409.7  299.2 265.8  

 Asset impairments 223.9   5.7  22.0  

 Provision for deferred income taxes  53.2   105.1 215.2  

 Provision for bad debts 8.8  1.5 22.2   

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

  Increase in trade receivables (14.9)  (457.1)                     (413.7)  

  Decrease/(increase) in inventories 90.1  209.3  (217.9) 

  Decrease/(increase) in net investment in sales-type leases (183.9) (7.2)  107.8   

  Increase/(decrease) in accounts payable 1,180.5  1,014.6 (278.5) 

  Other accrued liabilities and operating items, net 36.1  (71.1) 293.9  

 Net cash provided by operating activities 2,850.2  2,624.7 1,398.0
 

Cash flows from investing activities: 

 Acquisition of subsidiaries, net of cash acquired  (273.2) (2,089.7) (26.8) 

 Proceeds from sale of property and equipment 19.9   19.5 57.7  

 Additions to property and equipment (571.7) (410.2) (423.2) 

 Proceeds from sale of discontinued operations 47.4  43.4 48.6  

 Purchase of investment securities available for sale  (99.8)   -    -  

 Net cash used in investing activities (877.4) (2,437.0) (343.7)
 

Cash flows from financing activities:    

 Net change in commercial paper and short-term borrowings (562.7) 646.2 8.5 

 Reduction of long-term obligations (1,932.6) (464.3) (191.0) 

 Proceeds from long-term obligations, net of issuance costs 1,279.7  338.0 509.4  

 Proceeds from issuance of Common Shares 110.5  216.7 197.3  

 Dividends on Common Shares  (51.7) (52.3) (44.8) 

 Purchase of treasury shares  (500.3) (1,500.0) (1,191.7)

 Net cash used in financing activities (1,657.1) (815.7) (712.3)
 

Net increase/(decrease) in cash and equivalents 315.7  (628.0) 342.0  
 

Cash and equivalents at beginning of year 1,096.0  1,724.0 1,382.0 
 

Cash and equivalents at end of year  $1,411.7   $1,096.0  $1,724.0

Refer to the Cardinal Health, Inc. 2005 Annual Report on Form 10-K for a complete set of financial statements
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    Fiscal year ended June 30,

(in millions, except per Common Share amounts) 2005 2004 2003

Operating earnings, GAAP basis  $1,762.8 $2,348.8   $2,187.0 

Special items   264.2     57.4   39.9

Operating earnings, excluding special items  $2,027.0   $2,406.2   $2,226.9

 

Earnings from continuing operations before  

 cumulative effect of change in accounting, GAAP basis  $1,046.7  $1,524.7   $1,381.2 

Special items, after tax     196.3       35.6       33.2

Earnings from continuing operations before cumulative effect  

 of change in accounting, excluding special items  $1,243.0  $1,560.3   $1,414.4

 

Earnings per Common Share from continuing operations before  

 cumulative effect of change in accounting: 

  Basic, GAAP basis $      2.43  $     3.51 $     3.10 

  Impact of special items  0.46    0.08         0.07

  Basic, excluding special items $      2.89 $      3.59 $       3.17

 

  Diluted, GAAP basis $      2.40  $     3.47 $     3.05 

  Impact of special items  0.45    0.08        0.07

  Diluted, excluding special items $      2.85 $      3.55 $       3.12

 

Return on equity 

 Return on average shareholders’ equity, GAAP Basis  12.5% 20.3% 20.3% 

 Impact of special items 2.2  0.4   0.4

 Return on average shareholders’ equity, excluding special items1  14.7% 20.7% 20.7%

 

Average shareholders’ equity, excluding special items 2  $8,448.7    $7,538.3   $6,816.9  
 

Net debt to total capital 3 11% 25% 11%  
 

Receivable days 16.0    17.7  16.6  

 

Tax rate from continuing operations  35.8%  31.9%  33.6% 

Impact of special items  (1.4)  0.1  (0.3)

Tax rate from continuing operations, excluding special items  34.4%  32.0%  33.3%

 1Return on average shareholders’ equity, excluding special items = (earnings from continuing operations before cumulative effect of change in  

accounting + special items after tax) / average shareholders’ equity excluding special items 

 
 2Calculated using a five quarter average 

 
 3 Net debt to total capital = net debt / (net debt + shareholders’ equity) 

Net debt = long-term obligations + short-term obligations + notes payable banks - cash and equivalents - short-term investments

Definition of diluted earnings per share, excluding special items and non-recurring charges

Diluted earnings per share, excluding special items and non-recurring charges = (earnings from continuing operations + special items 

after tax + non-recurring charges after tax) / diluted weighted average shares outstanding.

Selected Financial Data and GAAP/Non-GAAP Reconciliation
The following table provides certain financial ratios and reconciles all GAAP measures to their non-GAAP equivalent.
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Corporate and Investor Information

Important notice regarding forward-looking statements

Except for historical information, all other information in this Annual Report consists of forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995.  These forward-

looking statements 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 uncertainties are  

described in the Company’s Form 10-K, Form 8-K and Form 10-Q reports (including all amendments to those reports) and exhibits to those reports, and include (but are not limited to) the following:  the costs, 

difficulties and uncertainties related to the integration of acquired businesses; the loss of one or more key customer or supplier relationships or changes to the terms of those relationships; changes in  

the distribution patterns or reimbursement rates for health-care products and/or services; the results, consequences, effects or timing of any inquiry or investigation by any regulatory authority or any legal and 

administrative proceedings; the impact of previously announced restatements; difficulties or delays or increased costs in implementing its global restructuring program; difficulties in opening new facilities  

or fully utilizing existing capacity; difficulties and uncertainties associated with business model transitions, including the conversion of margin generated from branded pharmaceutical manufacturers to non-

contingent consideration; general economic and market conditions; with respect to future dividends, the decision by the board of directors to declare such dividends, which is expected to consider Cardinal 

Health’s surplus, earnings, cash flows, financial condition and prospects at the time any such action is considered; and, with respect to future share repurchases, the approval of the board of directors which is 

expected to consider Cardinal Health’s then-current stock price, earnings, cash flow and prospects as well as alternatives available to Cardinal Health at the time any such action is considered. Cardinal Health 

undertakes no obligation to update or revise any forward-looking statement.

© Copyright 2005 Cardinal Health, Inc. All rights reserved.

Corporate office

Cardinal Health

7000 Cardinal Place

Dublin, Ohio 43017

(614) 757-5000 

www.cardinalhealth.com

Common shares

Cardinal Health’s common shares are listed on the New York Stock

Exchange under the ticker symbol “CAH,” and are a component of the

Standard & Poor’s 500 Index. As of June 30, 2005 Cardinal Health had 

approximately 19,400 shareholders of record.

Annual meeting

The 2005 Annual Meeting of Shareholders will be held at 2:00 p.m.  

local time on November 2, 2005, at Cardinal Health headquarters  

in Dublin, Ohio. Shareholders are cordially invited to attend.

Auditors

Ernst & Young LLP

Certifications

Cardinal Health has filed as exhibits to its Annual Report on Form 10-K 

for the fiscal year ended June 30, 2005, the certifications of its Chairman 

and Chief Executive Officer and Executive Vice President and Chief 

Financial Officer required by Section 302 of the Sarbanes-Oxley Act of 

2002. Cardinal Health submitted to the New York Stock Exchange during 

2004 the Annual CEO Certification required by Section 303A.12(a) of 

the New York Stock Exchange Listed Company Manual.

Financial information

Comprehensive financial and other information about Cardinal Health can 

be obtained by visiting the Investors page at: www.cardinalhealth.com.

Available information includes historical stock information, research 

analyst coverage, past and present financial statements, recent company 

presentations, SEC filings, corporate governance guidelines and board 

committee charters. This information—including Cardinal Health’s 

Annual Report, Forms 10-K, 10-Q, 8-K and other published corporate  

literature—is also available without charge upon written request to 

the Investor Relations department at the corporate office, or by calling 

Investor Relations at (614) 757-5222.

For other inquiries, call (614) 757-5000 and ask to speak to someone in 

the Investor Relations department. 

Transfer agent and registrar

Shareholders with inquiries regarding address corrections, dividend 

payments, lost certificates or changes in registered ownership should 

contact the Cardinal Health stock transfer agent:

Computershare (formerly EquiServe) 

P.O. Box 43023 

Providence, Rhode Island 02940-3023

(877) 498-8861 

www.computershare.com/equiserve
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Fiscal 2005 cash dividend data

   Per common
Fiscal quarter Record date Payment date share amount

1st   October 1, 2004 October 15, 2004 $0.030

2nd   January 1, 2005 January 15, 2005 $0.030

3rd   April 1, 2005 April 15, 2005 $0.030

4th   July 1, 2005 July 15, 2005 $0.060

Common share price history

 Twelve months ended June 30,

 2005 2004 2003 2002 2001

High   $60.80 $75.980 $71.160 $76.600 $77.000 

Low   $37.65 $54.750 $49.080 $60.800 $45.271 

Close  $57.58 $70.050 $64.300 $61.410 $69.000 

As adjusted for stock dividends and stock splits.
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