Owens & Minor Reports Outstanding Revenue Growth for 4th Quarter 2006, along with
Rapid Progress in Converting Recently Acquired Acute-Care Business
The Company's 2007 Guidance Reflects Positive Impact of Acquisition of McKesson Acute-Care
Business
RICHMOND, Va.--(BUSINESS WIRE)--Jan. 31, 2007--Owens & Minor (NYSE:OMI) reported revenue of $1.65 billion for the
fourth quarter ended December 31, 2006, up 35.9% from $1.22 billion in the same period last year. Revenue growth in the
fourth quarter included the contribution of approximately $282 million in revenue from a recent acquisition. Excluding the
contribution from the acquired business, revenue grew at a very strong 12.7%.

Earnings per diluted common share (EPS) for the fourth quarter were $0.18, while net income was $7.3 million. Earnings
include the following previously announced items:
--

--

Pre-tax dilution of approximately $15 million, or $0.22 per
diluted share, from the transition of the recently acquired
McKesson acute-care business
A fourth quarter, pre-tax $4.7 million charge resulting from
increasing the allowance for doubtful accounts receivable for
the direct-to-consumer business, as well as $0.5 million in
other adjustments, for a total of $0.08 per diluted share.

"After a very busy year at Owens & Minor, we are looking forward to rapid integration of the acquired McKesson business, as
well as opportunities for growing these new customer relationships in 2007," said Craig R. Smith, president & chief executive
officer of Owens & Minor. "We renewed our contracts with Novation and Broadlane and completed the customer signups in
2006, putting us in a strong position for the future. We owe our successes this past year to the contributions and dedication of
our teammates and the willingness of our customers and supplier partners to work with us to optimize the efficiency of the
supply chain."
Other Fourth Quarter Results
For the quarter, gross margin was 10.6% of revenue, compared to 10.8% in the same period last year. The company attributed
the slight decline in gross margin to the transition of a large volume of new and converted customer accounts. Selling, general
and administrative expenses (SG&A) for the quarter, which reflected the fourth quarter charge in the direct-to-consumer
business and additional costs associated with transitioning the McKesson acquisition, were 9.1% of revenue, compared to 7.8%
in the same period last year.
2006 Full Year Results
For the full year 2006, Owens & Minor reported revenue of $5.5 billion, up 14.8% compared to revenue of $4.8 billion in 2005.
Reported revenue included approximately $282 million from the recent acquisition, as discussed above. Excluding revenue
from the acquisition, revenue growth was 8.9% for the year. Diluted EPS for the year was $1.20, compared to EPS of $1.61 for
2005. Net income for 2006 was $48.8 million, compared to net income of $64.4 million last year.
Earnings for 2006 were negatively affected by the following:
-- Pre-tax dilution of approximately $16 million, or $0.24 per
share, from the transition of recently acquired business
-- A second quarter pre-tax charge of $11.4 million, or $0.17 per
diluted share, resulting from the company's successful
refinancing of $200 million in bonds
-- Pre-tax charges and other adjustments of $9.8 million, or
$0.15 per diluted share, resulting primarily from increasing
the allowance for doubtful accounts receivable for the
direct-to-consumer business

Other 2006 Results
Gross margin for the year was 10.8% of revenue, improved from 10.7% in 2005. SG&A for the full year was 8.5% of revenue,
compared to 7.9% last year. This increase in SG&A was driven primarily by increases in the allowance for doubtful accounts
receivable for the direct-to-consumer business and the costs associated with the transition of the acute-care business,
discussed above. As a result, operating earnings for 2006 were 1.9% of revenue, down from 2.4% in 2005.
Asset Management
Days sales outstanding (DSO), as of December 31, 2006, were 30.5 days, compared to 26.3 days at December 31, 2005, while
inventory turns were 9.2 for the fourth quarter of 2006, compared to turns of 10.0 for the fourth quarter of 2005. The increase
in DSO is largely attributable to the addition of the McKesson customer portfolio. Inventory levels at the end of the year
included a temporary build-up in inventory levels in order to facilitate the smooth conversion of customers from McKesson to
Owens & Minor.
In addition to the increases in working capital related to the McKesson transition, Owens & Minor used cash in 2006 to fund
strong organic revenue growth, resulting in negative operating cash flow of $73.6 million for the year. Uses of cash included
increased inventory levels and higher receivables.
2007 Outlook
For 2007, the company anticipates that it will report revenue growth in the 15% to 20% range and diluted EPS in a range of
$1.85 to $1.95, including the impact of the acquired McKesson business. Due to the timing of the McKesson acquisition,
revenue growth will be stronger in the first three quarters of 2007, while earnings growth will accelerate in the second half of
the year. The dilutive effect of the McKesson transition in the first quarter of 2007 is expected to be between $9 million and $12
million.
"We expect to complete the conversion of the McKesson business in the first quarter and complete any needed cleanup in the
second quarter, and then we see a solid opportunity for 2007," said Smith. "We intend to serve these new customers just as we
serve our existing customers, with advanced supply chain management techniques and the best distribution services available
in the marketplace. Consequently, we expect to see steadily improving productivity metrics from the acquired business, as we
move through the year."
Acquisition Transition Update
Effective September 30, 2006, Owens & Minor acquired certain assets of the acute-care distribution business of McKesson
Medical-Surgical for approximately $168 million, including approximately $122 million in net inventory. Owens & Minor
anticipates that the acquisition will add in excess of $900 million in annual revenues to Owens & Minor.
Owens & Minor and McKesson are now at the mid-point of a comprehensive, six-month coordinated plan to transition the acutecare customers, facilities and inventory to Owens & Minor. Transition activities include complex tasks such as developing
inventory demand forecasts, cross-referencing product data files, converting customers and their contracts to Owens & Minor
systems, expanding selected facilities, conducting training for teammates, moving inventory to Owens & Minor facilities, and
upgrading mainframe computer capacity. To date, more than 50% of the customer base has been converted and three of the
acquired distribution facilities have been closed. The conversion effort has progressed smoothly and remains on schedule to
be completed in March 2007, as originally planned.
2006 Highlights
Strategic Acquisitions in 2006
-- Owens & Minor completed the acquisition of the acute-care
distribution business of McKesson Medical-Surgical Inc.
-- The company completed five small asset acquisitions in 2006,
adding to its direct-to-consumer business customer base
Significant Agreements
-- Owens & Minor and Broadlane signed new five-year agreement,
effective Feb. 1, 2007
-- Owens & Minor and Novation signed new five-year agreement,
effective Sept. 1, 2006
-- Owens & Minor extended IT outsourcing contract with Perot
Systems to 2014
Other Highlights
-- Owens & Minor completed an offering of $200 million of 6.35%
Senior Notes (due 2016), successfully lowering the interest

--

--

rate from 8.5% and extending the term
Owens & Minor received an investment grade rating of "BBB-"
from Fitch Ratings for the bond offering and was also assigned
an investment grade of "BBB-" from Standard & Poor's,
consistent with its existing corporate credit rating
Owens & Minor ranked #1 in DSO performance among medical
suppliers (at 26.7 days for 2005, compared to the sector
median of 56.0 days); The 2006 CFO Magazine Working Capital
Survey, which ranked 1,000 publicly traded companies on
working capital performance, was published in September 2006

Investors Conference Call Information & Supplemental Material
Conference Call: Owens & Minor will conduct a conference call for investors on Thursday, February 1, 2007 at 8:30 a.m.
eastern time. Participants may access the call at 800-901-5241 with passcode "Owens & Minor." A replay of the conference call
will be available for five days at 888-286-8010 with passcode #29735579. Webcast: An audio-only version of the conference
call will be available as a Webcast on www.owens-minor.com under the Investor Relations section. Supporting material for 2006
results will also be provided on the Website.
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, the federal government and consumers. Owens
& Minor provides technology and consulting programs that enable healthcare providers to maximize efficiency and costeffectiveness 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.
Safe Harbor Statement
Except for the historical information contained herein, the matters discussed in this press release may constitute forwardlooking statements that involve risks and uncertainties that could cause actual results to differ materially from those projected.
These include the ability to assimilate the operations of an acquired business into the company, the potential loss of key
personnel, intense competitive pressures, such as pricing, within the healthcare industry, the success of direct marketing
programs in attracting new customers, the ability to retain existing customers, changes in customer order patterns, changes in
healthcare laws and regulations, changes in government, including Medicare, reimbursement guidelines and private insurer
reimbursement amounts, the ability to maintain product suppliers, product price increases by suppliers 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.

