Owens & Minor Reports Very Strong Revenue Growth of 9.8% in 3rd Quarter 2006
Business Editors/Healthcare Editors
RICHMOND, Va.--(BUSINESS WIRE)--Oct. 25, 2006--Owens & Minor (NYSE:OMI) reported strong revenue growth of 9.8% to
$1.3 billion for the third quarter ended September 30, 2006, compared to revenue of $1.2 billion for the third quarter last year.
There was one less sales day in the current year's third quarter when compared to the same period last year, resulting in
revenue growth on a per-day basis of 11.5% in the third quarter 2006.

On September 30, 2006, Owens & Minor completed the acquisition of certain assets of the acute-care distribution business of
McKesson Medical-Surgical, a business unit of McKesson Corporation. Although there was no contribution to third quarter
revenue from the acquisition, the company incurred expenses in the third quarter as it prepared to transition the acquired
business.
"This was a very successful quarter for us at Owens & Minor, as we grew revenue at the strongest pace in five years," said
Craig R. Smith, president & chief executive officer of Owens & Minor. "Even with the strong growth this quarter, we managed
the business quite efficiently by leveraging our existing teammates, distribution network and systems. At the same time, we
acquired the McKesson acute-care business and began laying the foundation to bring that new business on-board. Aside from
the disappointment of the receivables charge in our direct-to-consumer business, which resulted from a period of rapid growth,
we met our targets for the quarter."
Earnings per diluted common share (EPS) for the third quarter 2006 were $0.36, compared to $0.42 in the prior year quarter.
Net income for the third quarter was $14.5 million, compared to net income of $16.8 million in the same period last year.
Earnings for the third quarter were adversely affected by a previously announced, pre-tax charge of $4.5 million, or $0.07 per
diluted share, resulting from an increase in the reserve for doubtful accounts receivable in the company's direct-to-consumer
(DTC) business, as well as approximately $1.3 million, or $0.02 per diluted share, of expense associated with preparation for
the transition of the McKesson business. Third quarter 2006 earnings also include the pre-tax negative impact of $0.5 million,
or $0.01 per diluted share, resulting from the expensing of equity-based compensation associated with the implementation of a
new accounting standard at the beginning of 2006.
Update on Acquisition of McKesson Acute-Care Business
Immediately after closing the acquisition, Owens & Minor and McKesson launched a comprehensive, coordinated plan to
transition the acute-care business. This transition entails activities such as moving inventory to Owens & Minor facilities, crossreferencing product data files, converting customers and their contracts to Owens & Minor systems, expanding selected
facilities, training McKesson teammates who join Owens & Minor, and increasing mainframe computer capacity. To date,
customers associated with two McKesson facilities have been successfully converted to Owens & Minor, while preparatory work
continues at the other facilities associated with the acquisition.
"With the McKesson acquisition, we are pleased with the high level of customer acceptance at the beginning of the transition
process," said Smith. "We are in the early stages of the conversion, and we are prepared to do what it takes to satisfy our new
customers. We began the transition work in the third quarter to ensure that we have the people and processes in place to
conduct orderly conversions. In our view, the costs of the transition are a prudent investment in the success of this acquisition."
Other Third Quarter Results
For the third quarter 2006, gross margin was 11.0% of revenue, improved from gross margin of 10.9% in prior year quarter.
Selling, general and administrative expenses (SG&A) for the quarter were 8.5% of revenue, compared to 7.9% of revenue in
the prior year quarter. Operating earnings were 1.9% of revenue, compared to 2.6% in the same period of last year. The
increase in the SG&A percentage, as well as the decrease in operating earnings, is attributable to the DTC receivables charge,
as well as the impact of approximately $1.3 million of McKesson transition expense, both discussed above.
Third quarter days sales outstanding (DSO) were 27.0, compared to DSO of 26.0 last year. For the quarter, inventory turns
were 9.7, excluding the impact of the McKesson acquisition, compared to turns of 10.3 in the same period last year. Primarily
as a result of inventory buildup to support new business growth, the company reported operating cash flow of negative $10.8
million for the third quarter of 2006.

At September 30, 2006, the balance sheet included $121.8 million of net inventory and $49.8 million of other assets, as well as
$6.3 million in liabilities, recorded in connection with the McKesson acquisition.
Historically, Owens & Minor has used cash in the fourth quarter. Because of the transition of the McKesson business, the
company anticipates additional uses of cash in the fourth quarter of 2006, including inventory buildup to support the acquired
business, increases in receivables, increased capital expenditures of approximately $15 million over the entire transition period,
and expected pre-tax earnings dilution. The company expects the transaction to produce positive operating cash flow after the
transition period.
Year-to-Date Results
Year-to-date, revenue was $3.9 billion, up 7.6%, compared to revenue of $3.6 billion in the same period last year. In the first
nine months of 2006, there was one less sales day when compared to the same period last year, resulting in revenue growth
on a per-day basis of 8.2%. Net income for the first nine months of 2006 was $41.4 million, compared to net income of $48.7
million for the same period in 2005. Diluted EPS for the first three quarters was $1.03, compared to $1.22 in the same period
last year. Year-to-date 2006 earnings, which include the DTC receivables charge, as well as the McKesson transition
expenses, were also affected by the following:
---

An $11.4 million, or $0.17 per share, second-quarter charge
resulting from the company's early retirement of debt
The impact of expensing of equity-based compensation
(approximately $2.2 million) and expenses resulting from the
company's first-quarter move to its new headquarters ($0.9
million), for a combined impact of approximately $0.05 per
diluted common share.

For the first nine months of 2006, gross margin was 10.9% of revenue, improved from gross margin of 10.7% for the same
period of 2005. Year-to-date SG&A was 8.2% of revenue, compared to 7.9% for the comparable period of 2005. Operating
earnings were 2.2% of revenue, compared to 2.5% of revenue in the same period last year. Year-to-date SG&A and operating
earnings include the negative impact of the items discussed above, with the exception of the charge resulting from the early
retirement of debt in the second quarter 2006. Year-to-date operating cash flow was $31.3 million.
2006 Outlook
The company anticipates that it will report full-year revenue growth at, or above, the 6 to 8% range. As a result of the
previously announced DTC receivables charge of $4.5 million, the company now anticipates diluted EPS in a range of $1.68 to
$1.73 for 2006, excluding the $11.4 million, second-quarter charge resulting from the early retirement of debt.
The outlook also excludes the expected revenues, as well as the expected dilutive EPS effect, during the transition period of
the acquisition of the McKesson acute-care business. The company anticipates that the dilutive impact to earnings will be in a
range of $10 to $15 million before taxes over the course of the transition period, with greater dilution at the beginning of the
period. Following the transition period, the company expects the transaction to be accretive.
Other Highlights
-- New Novation Contract Takes Effect; Signup Period with Members
Substantially Completed
Effective September 1, 2006, Owens & Minor began its new five-year agreement with Novation. During the third quarter, Owens
& Minor conducted a successful customer sign-up process associated with the new contract, resulting in no significant change
to its Novation revenue base.
-- Owens & Minor and Broadlane Sign New Five-Year Agreement
During the third quarter, Owens & Minor signed a new five-year agreement with Broadlane, effective February 1, 2007,
extending a long-standing relationship.
-- Owens & Minor Extends IT Contract with Perot Systems
Owens & Minor and Perot Systems Corporation agreed to a five-year contract extension of an existing technology outsourcing
relationship originally executed in 1998. Under the contract extension, Perot Systems will complete a mainframe migration
program for Owens & Minor that will give the company increased capacity and flexibility to support business growth.

Conference Call Details
Owens & Minor will conduct a conference call on Thursday, October 26, 2006 at 8:30 a.m. (Eastern Time) to discuss third
quarter 2006 results. The telephone number for the Owens & Minor conference call is 800-901-5241. The call will also be
available by replay for 5 days by calling 888-286-8010, with access code: #29735579. The call will be available as a webcast
for 21 days through www.owens-minor.com .
Safe Harbor Statement
Except for the historical information contained herein, the matters discussed in this press release, and particularly in the above
"outlook" section, may constitute forward-looking statements that involve risks and uncertainties that could cause actual results
to differ materially from those projected. These include the rate at which new business can be converted to the company,
intense competitive pressures within the industry, the success of the company's strategic initiatives, changes in customer order
patterns, pricing pressures, changes in government funding to hospitals and other healthcare providers, loss of major
customers, Medicare reimbursement rates and other factors discussed from time to time in the reports filed by the company
with the Securities and Exchange Commission. The company assumes no obligation to update information contained in this
release.
Owens & Minor, Inc., (NYSE: OMI) a FORTUNE 500 company headquartered in Richmond, Virginia, is the leading distributor of
national name-brand medical and surgical supplies and a healthcare supply chain management company. With a diverse
product and service offering and distribution centers throughout the United States, the company serves hospitals, integrated
healthcare systems, alternate care locations, group purchasing organizations and the federal government. Owens & Minor
provides technology and consulting programs that enable healthcare providers to maximize efficiency and cost-effectiveness in
materials purchasing, improve inventory management and streamline logistics across the entire medical supply chain--from
origin of product to patient bedside. The company also has established itself as a leader in the development and use of
technology. For news releases, or for more information about Owens & Minor, visit the company Web site at www.owensminor.com.

