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2008 Investor Day Agenda

Ana Schrank – Welcome, Agenda and Safe Harbor

John Hammergren – Healthcare and McKesson Overview 

Paul Julian – McKesson Distribution Solutions

Break

Pam Pure – McKesson Technology Solutions

Jeff Campbell – Financial Review

Q&A and Wrap-up

Meeting Adjourns



Some of the information in this presentation may constitute forward-
looking statements that are subject to various uncertainties.  These 
uncertainties could cause actual results to differ materially from those 
projected or implied.  The risk factors associated with those 
uncertainties are described in the Company’s reports and exhibits 
filed with the Securities and Exchange Commission.  Financial 
information is presented here in summary form.  Full details are
provided in the Company’s most recent Annual Report on Form 10-K.  
All of this information is available at www.mckesson.com.  The 
Company assumes no obligation to update or revise any such 
statements, whether as a result of new information or otherwise.

Safe Harbor Clause
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US health care workforce is woefully unprepared to 
meet the needs of the 78 million aging baby boomers.

- Oncology Times: 10 May 2008

Nationwide, an estimated $30 billion in 
medical bills go unpaid every year.

- Star Tribune  May 17, 2008

Care harms 1 in 15 hospitalized kids; Medicine 
problems include bad reactions, overdoses and mix-
ups, a study says. 22% are called preventable.

- Los Angeles Times – April 7, 2008

Wasted medical dollars ; 'Defensive 
medicine' isn't good for doctors, patients 
or our health care system.

- USA Today – April 28, 2008

One and a half million Americans are injured 
each year as a result of medication mix-ups at 
hospitals, pharmacies and nursing homes.

- WXYZ Channel 7 Action News– May 20, 2008

Media Headlines Focus on Challenges 
Facing Healthcare…

http://images.google.com/imgres?imgurl=http://www.dolancap.com/news/chronicle.gif&imgrefurl=http://www.dolancap.com/news/sfchronicle.htm&h=879&w=811&sz=226&hl=en&start=3&tbnid=xZOeeiSPn7rj3M:&tbnh=146&tbnw=135&prev=/images%3Fq%3Dsan%2Bfrancisco%2Bchronicle%26svnum%3D10%26hl%3Den%26lr%3D%26rls%3DSUNA,SUNA:2006-12,SUNA:en
http://images.google.com/imgres?imgurl=http://www.nyata-nyata.org/docs/presse/incantation_1999_10_06_the_ny_times.gif&imgrefurl=http://www.nyata-nyata.org/en/en_04_press.htm&h=832&w=1100&sz=87&hl=en&start=2&tbnid=Exk857lFSm3f1M:&tbnh=113&tbnw=150&prev=/images%3Fq%3Dnew%2Byork%2Btimes%26svnum%3D10%26hl%3Den%26lr%3D%26rls%3DSUNA,SUNA:2006-12,SUNA:en
http://images.google.com/imgres?imgurl=http://cheapsubscriptions.com/covers_zoom/8829-100.jpg&imgrefurl=http://www.magazania.com/co.php/bookbrowse/magazine/8829&h=221&w=293&sz=46&hl=en&start=36&tbnid=2NJAGpgAhXOGuM:&tbnh=87&tbnw=115&prev=/images%3Fq%3Dwall%2Bstreet%2Bjournal%26start%3D20%26ndsp%3D20%26svnum%3D10%26hl%3Den%26lr%3D%26rls%3DSUNA,SUNA:2006-12,SUNA:en%26sa%3DN
http://images.google.com/imgres?imgurl=http://www.investors.com/images/promotional/staLandingDailyNewspaper.jpg&imgrefurl=http://www.investors.com/subscribe/newspaper.asp&h=296&w=411&sz=27&hl=en&start=2&tbnid=tXisA71FreIK3M:&tbnh=90&tbnw=125&prev=/images%3Fq%3Dinvestors%2Bbusiness%2Bdaily%26svnum%3D10%26hl%3Den%26lr%3D%26rls%3DSUNA,SUNA:2006-12,SUNA:en%26sa%3DN


47 Million 
Americans Living 
without Health 
Care is a Crime..

- U.S. Senator Maria 
Cantwell – April 29, 2008

What major 
economic 
opportunity will 
history hand to the 
next President? 
The answer is 
health care.

- Fortune 
Magazine – May 26, 2008

… While Healthcare Is at the Center of 
Political Debate in Washington

"none of the presidential 
hopefuls have come to grips with 
our skyrocketing health care 
costs,"

- Washington Times – May 27, 2008

Health care spending per capita has "been 
growing about one-third faster than the 
economy,"
- Isabell Sawhill – former director OMB May 26, 2008 



PharmacistPharmacist

Challenges Facing Pharmacists



PhysicianPhysician

Challenges Facing Physicians



HospitalHospital

Challenges Facing Hospitals



PayorPayor

Challenges Facing Payors
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Patient

Hospital

Doctor’s 
Office

Government

Pharmacy
All Software

Robots

Diagnostic Monitors

Outsourcing Services

Software

Biotech

Medical Supplies
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PharmaceuticalPharmaceuticals

Medical Supplies

Biotech Drugs
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Care Mgmt Services

Relay Health

Health Mart

Patient Portal

Robots
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Revenue Outsourcing

McKesson Sits at the Center of 
Healthcare with a 360 Degree View
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McKesson Distribution Solutions



McKesson → #1 or #2 in every segment
Revenue reached $98.7B in FY08

– Distribution
– Adherence 
– Health Mart
– Packaging
– Generics

U.S. PharmaceuticalU.S. Pharmaceutical

Profile of McKesson Distribution 
Solutions Business Units

MedicalMedical--SurgicalSurgical International Pharma International Pharma 
DistributionDistribution

Pharmacy Systems Pharmacy Systems 
and Automationand Automation Specialty/BiotechSpecialty/Biotech

– Alternate site markets
– Moore Medical
– Zee Medical
– Cypress
– Sterling

– McKesson Pharmacy 
Systems

– High Volume Solutions
– Parata Systems

– Specialty Distribution
– Specialty Pharmacy
– Reimbursement & Access Services
– GPO & Information Services

– McKesson Canada
– Nadro (Mexico)



Paul Julian
Executive Vice President

Group President
Distribution Solutions

(12 years)

Brian Tyler
President

Medical-Surgical

(12 years)

Pat Blake
President

Specialty Care Solutions

(12 years)

Frank Starn
President

Global Sourcing

(3 years)

Domenic Pilla
President

McKesson Canada

(7 years)

John Figueroa
President

U.S. Pharmaceutical

(11 years)

Dan Pantano
President

Pharmacy Systems & Automation

(11 years)

Experienced Management Team



Major Accomplishments

* Source:  Espicom, McKinsey & Co.  

U.S. Pharmaceutical
#3 → #1 market share

Hospital: $6.5B → $17B
Mail: $1.5B → $13.9B 
Health Mart: 262 → 2,000
Grew operating margin

Grew generics at over 4 times market rate*
Maintained 99.96% outbound order quality; 
Achieved inventory accuracy of 99.995%

Medical-Surgical
Divested acute care
Acquired Moore, Sterling, Cypress
Expanded McKesson Brand 5% → 12%

Specialty/Biotech
Acquired OTN

Expanded technology and service offering
Expanded reimbursement expertise and 
leadership

Pharmacy Systems & Automation
Merged Baker APS into Parata

Acquired Per-Se Technologies; pulled 
through over $500M in new MCK business

Canada
Grew pharma market share 33% → 39%

Acquired Phase 4, establishing the only 
national specialty services company



McKesson Is the Premier Choice 
Among Customers

Pricing Accuracy – Best in Class

Business Partner of the Year

Best Overall Wholesaler

Pharmacy Supplier of the Year 
Overall Corporate Supplier of the Year

Service Excellence

Best Overall Distributor



FY08 Position by Segment
(Big 3=100%)

McKesson Has a Leading Position
Chain, Health Systems, Independent, Mail Order

U.S. Pharmaceutical

Source: IMS Health DDD data, MCK analysis & estimates
Notes: Health Systems Select Sub Categories; Independent share uses McK ISMC / IMS Independent (1-3 stores); Mail – McK estimates

51%
35% 42% 39%

49%
65% 58% 61%

Chains Health
Systems

Independent Mail Order

ABC /
CAH

MCK



McKesson Has a Leading Position
McKesson Canada is a clear market leader in 
pharmaceutical distribution

Retail Distribution Hospital Distribution

40%

35%

19%

6%

Other
Wholesalers
Self-Distributing
Chains
Direct

MCK

Approximate market size:
~$17.1B 

Sources: IMS Canada and internal analysis.
Note: Market share is based on 12 month data ending March 2008.

Approximate market size:
~$2.2B 

27%

68%

5%

Other
Wholesalers
Direct

MCK

Sources: IMS Canada and internal analysis.
Note: Market share is based on 12 month data ending March 2008



McKesson Has a Leading Position
With the acquisition of OTN, McKesson is #2 in specialty 
product distribution

Specialty Product Distribution

19%

6%

43%

8%

24%

Other
CuraScript SD
U.S. Oncology
ABSG
MCK

Approximate market size:
~$25B 

Sources: estimated 2007 share based on company revenue reporting, analyst reports, and internal analysis.
Note: Market size based on Goldman Sachs 2008 Distributor Report; Other includes smaller niche distributors including blood distributors.



McKesson Has a Leading Position
Primary Care, Extended Care and Alternate Site

Medical-Surgical

FY08 Position by Segment
(Large “Other” Space)

Source: IMS Health DDD data, MCK analysis & estimates

11% 10% 11%

67% 74% 69%

22% 16%
12%
8%

Primary Care Extended Care Alternate Site

Medline/
Gulf
South

PSS/
HSIC

Other

MCK



McKesson Has a Leading Position
Leading in Automation and Mail Order Pharmacy

45% 36%

32%20%

35% 32%

Automation Mail Order
Pharmacy

Other
QMSI
SXC
MCK

Automation & Mail Order Pharmacy Systems

Source:  NACDS Member Directory & Chain Analysis Data, MCK internal analysis.

FY08 Position by Segment

Source: estimated share based on three year contract award cycle
Note: Mail Order Pharmacy market estimate based on Outsourced Commercial Software

13%
25%

22%

29% 39%

36%
36%

Chains Independent &
Outpatient

Other
Proprietary
QS1
PDX
MCK

FY08 Position by Segment



Total pharmaceutical market forecasted to grow at 3% - 6% CAGR from 
2008-2012*  

Generics comprised 65% of scripts in 2007 and could reach 69% by
2010

Public Policy

FFS entered second generation and stable

Patient safety remains at the forefront of policy matters

Solid medical-surgical organic growth of 5%-7%

Highly fragmented medical-surgical market

Specialty/biotech growth at 10%

U.S. Distribution Solutions 
Industry Environment

* Source:  IMSHealth Market Prognosis



U.S. Pharmaceutical Has a Broad 
Value Proposition

National Chain Pharmacy

Health SystemsMail Order

Independent Pharmacy
– Distribution Excellence
– Health Mart Franchise
– OneStop Generics
– Managed Care / Contracting
– Automation
– Pharmacy Systems
– Sunmark Private Brand

– Distribution Excellence
– Re-Distribution Center
– Central Fill
– Generics
– Six Sigma
– Automation
– Consumer Analytics

– Distribution Excellence
– Patient Safety Solutions
– Clinical Consulting
– Clinical Outsourcing
– Pharmacy Systems
– Packaging
– Outpatient Pharmacy
– OneMcKesson
– 340B Solutions
– Generics

– Distribution Excellence
– Automation
– Generics
– Central Fill
– Pharmacy Systems



McQueary Acquisition

Family-owned regional pharmaceutical distributor serving Midwest & 
South

~$650M/yr in revenue

470 customers; primarily independent retail pharmacies

$190M purchase price

Strategic rationale
– retain sales organization
– eliminate duplicate G&A costs
– realize one-time working capital synergies
– bring McQueary onto our buying and customer-facing programs to 

capture scale economies

Integration on track



Opportunity to Increase Proprietary 
Generics Program Penetration

Segment Sales Penetration

Independent and Small Chain + + + + +
National Chain – non warehouse           + + + + +
National Chain – warehouse + + + + +
Mail Order – warehouse + + + + +
Health System – outpatient  + + + + +
Health System – inpatient + + + + +
Long Term Care + + + + +
+ = penetrated   + = positioned for growth  + = under-developed

All segments have opportunity for incremental sales growth as market 
momentum builds and customers look for generic Rx purchasing and

distribution solutions with proven track record 



McKesson Canada Has a Broad 
Value Proposition
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– Distribution excellence
– Flexible distribution options
– Web-based order 

management
– Inventory Management Tools
– Integrated distribution 

solutions
– Automation
– Information technology 

solutions: Horizon, Imaging 
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– Customized specialty drug 
distribution solutions

– Reimbursement consulting & 
health economics

– Patient marketing registries 
– Consolidated distribution model 

options
– Third party logistics services
– Specialty pharmacy and patient 

services
– Informatics

– Distribution excellence
– Full-line Rx, OTC & 

consumer products
– Web-based order 

management
– Retail banners
– Automation
– Home health care products
– Administrative and supply 

chain services
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McKesson Specialty/Biotech Has a
Broad Value Proposition

Specialty delivers quantifiable value to healthcare providers, manufacturers and payors through 
our technology solutions, information services, and clinical and process expertise, enabling 

specialty care in the community setting

Manufacturers

– Customized specialty drug 
distribution solutions 

– GPO and Physician Services (2,600+ 
member clinics representing 4,600+ 
MDs)

– Clinical and Information Services
– Reimbursement Hotlines & Patient 

Assistance Programs
– Reimbursement strategy consulting 

& health economics
– Patient marketing registries
– Patient education programs
– Logistics expertise

Community Specialty 
Care Providers

– Distribution Excellence
– In-Office Rx & Vaccines
– Inventory Management & Charge 

Capture Tools (Lynx)
– Practice Management & EMR 
– Reimbursement Reporting
– Clinical tools & guidelines
– Oncology GPO

Payors

– Patient-specific dispensing
– Clinical & reimbursement support 
– Oral oncology programs
– Medication Therapy Management
– Information and reporting services



OTN Acquisition

Strategic rationale driven by expanded presence with community 
oncology customer and alignment of technology-based value 
proposition

Integration work on track and expected to be complete in 
September 2008

Integration creates scaled specialty competitor with #2 market 
position 



Pharmaceutical Distribution 
FY09 Core Priorities

100% Retention of Key Customers 

Integrate McQueary Acquisition 

Win in Generics 

One McKesson / Differentiated Value

Distribution Excellence

Strengthen Buy-Side

Mitigate Public Policy Risks

Optimize Network and Information Technology

Expand Canadian footprint with other McKesson offerings

Complete OTN integration

Continue Specialty/Biotech growth and service offering development



Primary Care
– Distribution Excellence
– Medical Supplies & Equipment
– In-Office Rx & Vaccines
– In-Office Lab
– McKesson Brand Products
– Practice Management & EMR
– Inventory Management Tools

Extended Care
– Distribution Excellence
– Medical Supplies & Equipment
– Vaccines
– McKesson Brand Products
– Formulary & Inventory Manager
– Budget Manager
– Charge Capture
– Reimbursement Services

Surgery Centers
– Distribution Excellence
– Medical Supplies & Equipment
– McKesson Brand Products
– Inventory Management Tools
– Cost Savings Services
– Pharmaceuticals

– Distribution Excellence
– Medical Supplies & Equipment
– Respiratory
– Vaccines
– McKesson Brand Products
– Inventory Management Tools
– Direct-to-Patient Services
– Spend Utilization Management

Home Care

– Distribution Excellence
– Medical Supplies & Equipment
– McKesson Brand Products
– Inventory Management Tools
– Vaccines

Occupational Health

Medical-Surgical Has a Broad 
Value Proposition



Medical-Surgical FY09 Core Priorities

Grow at market, balanced across 4 major segments

Operating leverage in all segments / functions

Category management / margin expansion in each category

Private Brand penetration

Acquisitions / framework for accelerated growth

EMR



#1 pharmaceutical distributor in U.S., Canada and Mexico

#1 in pharmacy automation and mail order pharmacy solutions

#1 independent retail pharmacy franchise – Health Mart

#1 buyer of generics

#1 alternate site medical-surgical supply distributor

#2 in specialty/biotech

Distribution Solutions Summary



Break



Pamela Pure

Executive Vice President, 
McKesson President 

McKesson Technology Solutions



Healthcare Leadership Strategy

Patient

HospitalHospitalHospital Physician OfficePhysician OfficePhysician Office PayorPayorPayor PharmacyPharmacyPharmacy

Connectivity by RelayHealthConnectivity by Connectivity by RelayHealthRelayHealth



We Have Broad Industry Leadership…

#1#120%+

17%

20%

20%

22%

Physician
Office

Automation

Medical 
Imaging

Revenue
Cycle

Clinicals

Physician
RMS

Source: Various market research firms; Yahoo!Finance

20%+ #1#1

#1/2#1/2
#1#1

#1/2#1/2

Payor Claims 
Editing

InterQual

Disease 
Management

41%

61%

70%

#1#1
#1#1
#1#1

#2#2

C
om

petitive P
osition

#1#1Rx Network/
Systems 70%



Pamela Pure
Executive Vice President

McKesson President
Technology Solutions

(7 years)

Emad Rizk, M.D.
President

McKesson Health Solutions

(5 years)

Jim Bodenbender
SVP/GM

RelayHealth Provider/Consumer

(4 years)

Sunny Sanyal
Chief Operating Officer
Provider Technology

(4 years)

Scott MacKenzie
President

RelayHealth Pharm. Solutions

(3 years)

Patrick Carter
Group President

International Operations Group

(5 years)

…And an Experienced Management 
Team



Market Continues to Evolve 
New Opportunities Emerging

HCIT
spend • IOM report on safety

• Digital imaging
• Care management

Managed Care

Outsourcing

1990s 2001 2008

• IDN systems
• Practice 

management
• Claims systems

• Clinical systems
• PACS
• EMR uptake
• DM uptake

•Revenue Cycle
•Analytics

2010

Personalized 
medicine

Device/IT 
convergence

Retail health

Care 
management

Diagnostics

SaaS

Globalization

GovernmentOutsourcing



Quick Updates



New Since HIMSS 
Significant Wins

Beebe Medical Center
Clinicals, Managed Services

Virginia Commonwealth
Medical Imaging

Lucile Packard Medical Group
Physician Revenue Management

St. Luke’s Episcopal
“One McKesson”

>300 hospitals licensed 
InterQual in FY08



New Since HIMSS
Care Team Release
Largest Enterprise Clinical Release To Date

Unified view of 
medical & 
interdisciplinary 
plans
► InterQual® criteria, 

One PlanOne Plan

Patient-centric 
record of problems, 
allergies, medication

One PatientOne Patient One Care 
Team

One Care 
Team

Tools to help 
clinicians manage 
complexity

Medication 
Reconciliation



New Since HIMSS
VARs Provide Reach to Small Practices

McKesson
VAR 

Network

McKesson
VAR 

Network

Practice Partner 
Medical Billing

Practice Partner 
Medical Billing

Physician-
Patient 

Interaction

Physician-
Patient 

Interaction

Physician-
Pharmacy-Payor

Interaction

Physician-
Pharmacy-Payor

Interaction
Practice Partner 
Patient Records
Practice Partner 
Patient Records

Practice Partner 
Appointment 

Scheduler

Practice Partner 
Appointment 

Scheduler

Physician-
Physician 

Networking

Physician-
Physician 

Networking

Medisoft/
Lytec

Medisoft/
Lytec



New Since HIMSS
VARs Provide Reach to Small Practices

McKesson
VAR 

Network

McKesson
VAR 

Network

Practice Partner 
Medical Billing

Practice Partner 
Medical Billing

Physician-
Patient 

Interaction

Physician-
Patient 

Interaction

Physician-
Pharmacy-Payor

Interaction

Physician-
Pharmacy-Payor

Interaction
Practice Partner 
Patient Records
Practice Partner 
Patient Records

Practice Partner 
Appointment 

Scheduler

Practice Partner 
Appointment 

Scheduler

Physician-
Physician 

Networking

Physician-
Physician 

Networking

Medisoft/
Lytec

Medisoft/
Lytec

366 VARs sell Medisoft/Lytec
66 VARs contracted to sell Practice Partner

105 VARs contracted to sell RelayHealth

366 VARs sell Medisoft/Lytec
66 VARs contracted to sell Practice Partner

105 VARs contracted to sell RelayHealth



Your Healthcare Plus™ innovative DM program 
– Three-year program designed to reduce inpatient and emergency room 

utilization, avoid unnecessary costs and improve quality of care
– 221K eligible beneficiaries, complex medical and behavioral conditions

Staff broken into 24 catchment areas across Illinois

Estimated Net savings of nearly $34 million
after program fees 

Decreases in inpatient admissions
ranged from 8.5% to nearly 20%
Increased Program participants 
an average of 18%

New Since HIMSS
Illinois Success - Dept of Healthcare & Family Services

Largest and most complicated Disease Management program



New Since HIMSS
Partnering to Improve Patient Safety

Industry leaders with patient safety as a strategic priority

Near-term focus: fighting hospital-acquired infection
─ Development of disinfection protocols for mobile computing devices 

in the hospital setting

─ Pilot activities to measure results – goal is to deliver meaningful 
improvement over current practices



Introducing Three New Acquisitions 
to Strengthen Our Portfolio

Managing 
reference 

cases

Helping to gain 
control of 

specialty assets

Connectivity 
to address 

uncompensated 
care



McKesson Continues 
To Set The Bar 



Setting the Bar to Extend Leadership

Reinventing revenue management to improve 
the economics of care

Driving demand with enterprise imaging

SaaS and connecting for competitive advantage



Managing the Economics of Care
The Impact of Consumer-Driven Healthcare

10%
15%

20%

30%

2006 2008 2010 2012

1

3

Payor Dollar Consumer Dollar

Cost to Collect

Co-Pays and DeductiblesHigher deductibles = 
increasing self-pay 
balances
– Average self-pay AR 

is 10%, will double or 
triple in 5–10 years

Growing shift in A/R 
mix consumer 
responsibility from 
payor to self-pay = 
rising total cost to 
collect



30 Years of Expertise

1200+ facilities  

1800+ commercial, employer 
& government plans

Over 100,000 doctors using 
practice management systems

$1 trillion+ charges and 
payments connected annually 
between physicians, hospitals, 
payors and financial institutions

Breadth of portfolio
– Software, technology, services
– Best of provider, payor and 

connectivity technologies

McKesson
32%

Meditech
23%

Siemens
26%

EPIC
6%

Cerner
3%

Eclipsys
4%

GE
6%

Source:  The 2008 HIMSS AnalyticsTM Database (derived from 
the Dorenfest IHDS+ DatabaseTM)   
Note: Area is ADT, Patient Billing, EDI, Contract Mgmt market 
share over $100M OE

Combined Market Share by Application Presence
Operating Expenses >$100M



30 Years of Expertise

1200+ facilities  

1800+ commercial, employer 
& government plans

Over 100,000 doctors using 
practice management systems

$1 trillion+ charges and 
payments connected annually 
between physicians, hospitals, 
payors and financial institutions

Breadth of portfolio
– Software, technology, services
– Best of provider, payor and 

connectivity technologies

McKesson
32%

Meditech
23%

Siemens
26%

EPIC
6%

Cerner
3%

Eclipsys
4%

GE
6%

Source:  The 2008 HIMSS AnalyticsTM Database (derived from 
the Dorenfest IHDS+ DatabaseTM)   
Note: Area is ADT, Patient Billing, EDI, Contract Mgmt market 
share over $100M OE

Combined Market Share by Application Presence
Operating Expenses >$100M

We created a team to We created a team to 
REINVENTREINVENT

the revenue cycle processthe revenue cycle process



During ServicePre-Service Post-Service

Today’s Revenue Cycle
Most Work & Time Occurs Post Service

Work 
& 

Time

Traditional HIS



Bolt-on 
applications 

During ServicePre-Service Post-Service

Today’s Revenue Cycle
Bolt-on Applications Add to Work & Time

Work 
& 

Time



Future Revenue Management Cycle
Our Goal is to Reinvent

During ServicePre-Service Post-Service

Work 
& 

Time

More work & time occurs earlier
Reduce the total amount at each stage

Make work & time spent more effective
at impacting change

More work & time occurs earlier
Reduce the total amount at each stage

Make work & time spent more effective
at impacting change



Pr
e-

Se
rv

ic
e

Pr
e-

Se
rv

ic
e

During ServiceDuring Service

Po
st

-S
er

vi
ce

Po
st

-S
er

vi
ce

Horizon Enterprise Revenue Management
Reinventing to Improve the Economics of Care

Clinical 
Systems
Clinical 
Systems

OpenOpen
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Horizon Enterprise Revenue Management
Reinventing to Improve the Economics of Care 

PhysicianPhysician PatientPatient

PayorPayorFinancial InstitutionFinancial Institution

Clinical 
Systems
Clinical 
Systems

ConnectedConnected
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Horizon Enterprise Revenue Management
Reinventing to Improve the Economics of Care 

PredictivePredictive

Predict Capacity
Current bed 
reservations
Historical bed 
occupancy
LOS
Seasonal trends
Admission rates
Surgical 
scheduling

Predict Cash Flow
Payment timing
Payment experience
Current payor mix
Denial history
Regulatory trends
Changes in LOS
Historical bill holds
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Horizon Enterprise Revenue Management
Reinventing to Improve the Economics of Care 

Credit, Charity & 
Medicaid 

Check
RelayHealth

CompleteComplete
Clinical Content
MHS Interqual

Online Bill Mgmt
RelayHealth



How Do We Reinvent?
An Example: Reinventing “Back-end Processing”

Patient 
discharged or 
care complete

System begins 
pre-bill editing, 
if appropriate

Bill is 
created

Pre-bill fails and is 
sent to worklist for 
editing until 
accepted

Claim is generated in 
patient accounting system

If claim
fails, sent to 
biller worklist 
for clean-up  

Patient 
accounting 
system 
performs 
claim edit
process

Claim sent to claim 
system for editing

Paper claim  
produced

Electronic claim 
file produced

If claim fails, sent 
to biller worklist 
for clean-up

Edited claim 
sent to clearinghouse –
edits claim

If rejected, a 
paper report is 
generated

Corrections 
are made in provider 
claim system and 
resubmitted

REWORK

REWORKREWORK

REWORKREWORK



How Do We Reinvent?
An Example: Reinventing “Back-end Processing”

Patient 
discharged or 
care complete

Claim and bill is 
created at time of 
discharge and sent 
directly to 
clearinghouse or 
payor

Clearing house edits 
claim, if rejected a 
paper report is 
generated and  
corrections made and 
claim is resent to 
clearing house

Claim is sent 
to payor

STEPS:  70% Reduction in the Number of Steps 
FTE’s:  20% Reduction in FTEs 
TIME:  50% Fewer Days to Claims Submission

STEPS:  70% Reduction in the Number of Steps 
FTE’s:  20% Reduction in FTEs 
TIME:  50% Fewer Days to Claims Submission

OpenOpen ConnectedConnected
PredictivePredictive CompleteComplete



Performance Improvement Model
Sample Customer Benefit

**Customer validated by HIMformatics

One Acute-Care Facility, 250 Beds * Net Patient Revenue: $266MOne Acute-Care Facility, 250 Beds * Net Patient Revenue: $266M
Customer DemographicsCustomer Demographics

FOUR KEY AREAS OF FOUR KEY AREAS OF 
IMPROVEMENTIMPROVEMENT

Annual 
Benefit

5 Year PV

Improve Productivity $579,301$579,301 $1,956,356$1,956,356
Increase Revenue 3,100,1763,100,176 10,469,59210,469,592
Improve Billing Cycle Efficiency 619,690619,690 2,092,7532,092,753
Reduce Cost of Ownership 520,117520,117 2,252,8362,252,836

TOTAL BenefitTOTAL Benefit $4,819,284$4,819,284 $16,771,537$16,771,537



Leadership Drives Innovation

Reinventing revenue management to improve 
the economics of care

Driving demand with enterprise imaging

SaaS and connecting for competitive advantage



Health System Capabilities
Medical Imaging

So many images, 
so many studies,
from so many sources, 

to so many users,
at so many locations

“The ever-accelerating use 
of medical imaging 
procedures 
in healthcare has created a 
system/enterprise-wide 
informatics problem…”



Driving Demand with Imaging
McKesson Growing Faster Than Market

Capturing more market share from others
– Replacement market is hot and deals are big
– Demand is for IT-based solutions

Successful cardiology offering

Radiology PACS Market ShareRadiology PACS Market Share CVIS Market Share CVIS Market Share 



Medical Imaging – We Think Differently

Enterprise imaging 

Image management is 
information management

Reference case management 
saves time and money



Enterprise Imaging Is a Strategic 
Requirement

Modality-centric, 
departmental solutions 
no longer in demand
– These solutions are being 

replaced TODAY!

Focus is on clinical workflow 
and interdepartmental 
communications

Radiology

Emergency 
Room

Cardiology

Operating
Room

Enterprise Image Management = ITEnterprise Image Management = IT



Image Management Is Information 
Management

Voice Recognition
Structured Reporting
NLP driven diagnostic aids

3D/4D Visualization tools
CAD/Other advanced algorithms
Integrated CVIS with Hemo and ECG

Departmental IS & management tools
“CPOE” for imaging
Collaboration tools
Analytics – Benchmarking 

Diagnostic Imaging CockpitDiagnostic Imaging Cockpit

IT companies think differently than 
modality companies

IT companies think differently than 
modality companies



Reference Case Management Saves 
Time and Money

All healthcare organizations 
must…
– Have ready access to reference cases 

when faced with difficult diagnoses
– Present efficiently in tumor boards and 

other mandatory conferences

MyPACS Enterprise solves 
these concerns & more



Leadership Drives Innovation

Reinventing revenue management to improve 
the economics of care

Driving demand with enterprise imaging

SaaS and connecting for competitive advantage
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RelayHealth
Leader in Connecting Healthcare

1800+  
hospitals
170,000+ 
physicians/ 
groups
1800+ payors
128 distributors

400+  hospitals
200+ 
physicians / 
groups
21 distributors

50,000+ retail Rx
25 manufacturers
1000+ payors
25 hospitals 
20,000+ 
physicians / 
groups

400+ hospitals
16,000 
physicians/ 
groups
2 million+ 
consumers
82 distributors

Provider-
Consumer 

Connectivity

Provider-
Consumer 

Connectivity

Retail 
Pharmacy & 
Manufacturer 

Services

Retail 
Pharmacy & 
Manufacturer 

Services

Care 
Management 

Services

Care 
Management 

Services

Financial 
Clearance & 
Settlement 
Services

Financial 
Clearance & 
Settlement 
Services



RelayHealth
The Leader in Connecting Healthcare

One of three vendors 
receiving top overall 
iPHR Rating*
– State-of-the-art platform 
– Significant resources 
– Largest user base 

Multiple new innovative 
services released to market
– Results distribution service
– Multimedia patient education 

programs
– Easy340B™
– NotifyRx™
– eVoucherRx™
– Prescriber File™
– IntegrateRx™ - Medication 

History to Hospitals
– EasyFSA™
– Medication Therapy Management

*Chilmark Research, May 2008



Connecting for Competitive Advantage
webVisit®s reported by News Outlets

http://www.suntimes.com/lifestyles/health/859104,CST-NWS-email25.article
http://www.msnbc.msn.com/id/21134540/vp/23938304
http://clarkhoward.com/
http://www.npr.org/
http://www.myfoxtampabay.com/myfox/pages/Home;jsessionid=AEC6DAA740C93970AE1C10213A8A1909
http://www.myfoxatlanta.com/myfox/pages/Home;jsessionid=9B849B33578C3AE4C6DD5F8A9592C65A
http://www.cbsnews.com/sections/i_video/main500251.shtml?id=3790625n


Connecting for Competitive Advantage
Results Distribution Service

Actionable and connected
results data-sharing in context for 
each individual user (hospital, 
physician, patient)

Interoperability with electronic 
health records

Rapid deployment via secure 
SaaS-based transaction solutions

The means for the Personal Health 
Record to serve as the backbone 
of clinical, administrative and 
financial context 

Results Distribution Service

Hospital

Affiliated
Physician

Employed
Physician

Primary
Care

Specialist
Patient

Patient

Patient

Patient



Connecting for Better Financial Health
Financial Clearance Dashboard

Financial Clearance 
Workflow

automatically assigned 
by system 

based on customer 
defined rules

Information Tiles
display summaries in 

various tiles that 
present most recent 
information available 

for the patient



Connecting for Better Financial Health
Financial Clearance Dashboard

Financial Clearance 
Workflow

automatically assigned 
by system 

based on customer 
defined rules

Information Tiles
display summaries in 

various tiles that 
present most recent 
information available 

for the patient

Mercy Health Partners gained a $5.7 million 
increase in net revenue for '07. . .and found 
$350,000 in charity care that would have 
been written off as bad debt in August '07.

OSUHS recovered $3.7 
million that previously 
would have been written 
off in their first year.



Connecting for Better Patient Health
Safe Medication Delivery

eVoucherRxTM IntegrateRxTM

Medication History
RxSafety
AdvisorTM

NotifyRxTM



We will continue to
drive strong growth 



MTS Growth Platform

1. Health systems and 
payor

2. Physician office

3. Community care

4. International

5. Emerging consumer 
market

Extend leadership with 
differentiated products and 
services

Become a leader with a 
complete set of offerings

Lead the transformation
with disease management

Grow our presence with 
hot products
Drive thought leadership



Setting the Bar as the Industry Leader

Differentiated portfolio
– We think differently

– We build differently

Large and INNOVATIVE

Ability to serve our “core” customers 
and work with all customers



Innovation

Strong Innovation to Reinvent 
Healthcare Delivery



Jeff Campbell

Executive Vice President 
Chief Financial Officer



Driving Sustained Value Creation at 
McKesson

Attractive markets

Well-positioned businesses:
Solid operating profit and cash flow strength from distribution segment
Upside opportunities from higher growth, higher margin technology segment

Strong track record and balance sheet

Experienced management team

Using our 360  view of healthcare to continually Using our 360  view of healthcare to continually 
redefine what it means to be the industry leaderredefine what it means to be the industry leader



Distribution 
Solutions

Solid Growth and Cash Flow 
Strength from a Scaled 

Distribution Model



Distribution Solutions: Revenue 
Growth Has Been Consistent…

$78
$85

$91
$99

FY05 FY06 FY07 FY08

8% CAGR

$ Billions



…And Above IMS Reported Growth 
Rates…

9.2%

5.9%
8.7%

3.8%

16.0%

9.2%
11.4%

7.2%

2004 2005 2006 2007

IMS
Top 3 Distributors*

* Top 3 Distributors: McKesson, Cardinal Health and AmerisourceBergen



1.41%
1.47%

1.54%
1.50%

FY05 FY06 FY07 FY08*

Long-Term Operating Margin Goal:
150 – 200 basis points

…With Margin Expansion…

* Year over year decline driven by initial impact of OTN acquisition and decrease in LIFO credits



…And Cash Flow Strength

FY07 – FY08 Revenue Growth in Dollars

FY07 – FY08 Change in “Core”* Working Capital

“Core” working Capital defined as Accounts Receivable + Inventory - Accounts Payable

$9B

$0.3B

Growth With Modest Capital Spending

FY08 PP&E and Capitalized Software

$0.4B



Technology 
Solutions

Higher Growth and Higher 
Margin from Broadest 
Portfolio in Industry



Technology Solutions: Strong Organic 
Revenue Growth, Spurred by Acquisitions…

$1.6
$1.8

$2.2

$3.0

FY05 FY06 FY07 FY08

24% CAGR

$ Billions



…Has Driven Strong Operating Profit 
Growth…

$163
$187

$206

$319

FY05 FY06 FY07 FY08

25% CAGR

$ Millions



10.3% 10.1%

9.2%

10.7%

FY05 FY06 FY07* FY08

Long-Term Operating Margin Goal:
Low to mid-teens

* FAS 123R and R&D step up

…With Steady Margin Progress Now 
in Place



Financial 
Flexibility

Strong Track Record and 
Healthy Balance Sheet 
Lead to Value Creation



$0.0

$0.5

$1.0

$1.5

$2.0

$2.5

$3.0

FY01 FY02 FY03 FY04 FY05 FY06 FY07 FY08*

$ Billions

* FY08 excludes $962 million Securities Litigation payment

Our Operating Cash Flows Have 
Stabilized at a High Level…



…Which Has Allowed Us to Deploy 
$8.5 Billion in Capital from FY05 – FY08…

$2.1B

$0.4B

$3.1B

$1.5B

$3.7

$1.3

$3.2

$0.3

Share 
Repurchases

Acquisitions

Internal 
Investments

Dividends



18.7%

14.4%

23.8% 22.7%

FY05 FY06 FY07 FY08

Gross Debt-to-Capital Ratio

…While Maintaining a Strong Balance 
Sheet…



…With Significant Financial Flexibility 
to Create Further Value

Excess 
Cash

$1 - $1.5B
Req’d
Ops

Unused 
Debt Capacity

Op Cash 
Flow

23%

Target
30-40%

$1.5+ B

Significant 
Capital for 

Future 
Deployment



We Use a Portfolio Approach to 
Capital Deployment

Increased financial flexibility to continue to 
execute our strategy 

Increased financial flexibility to continue to Increased financial flexibility to continue to 
execute our strategy execute our strategy 

Acquisitions

Synergistic opportunities

Accretive and value creating

Measured share repurchase over time

Internal investment 

Dividend policy periodically reviewed



Disciplined Acquisitions Enhance 
Financial Performance and Strategy

$562

$405

$479

$1,800

FY05 – FY08
22 Acquisitions

11 Acquisitions in 
Each Segment

Per-Se

D&K

OTN

Other

$1.2
$2.0

$ Billions

Technology 
Solutions

Distribution 
Solutions

$ Millions



Our Share Repurchases are Gaining 
Traction…

0

28M

20M19M

8M
11M

17M

7M

FY05 FY06 FY07 FY08

Shares Repurchased
Options Exercised

$1.0B

$0

$1.7B

Diluted 
Shares 

Outstanding
294M 316M 305M 298M

$1.0B



…And will Accelerate as Stock Option
Overhang Declines

19

6

8

2

1

1 YR

2 YR

3 YR

4 YR

5 YR

17

1

7

1
≤ 1 YR

2 YR

4 YR

6 YR

Fiscal Year 2007 Fiscal Year 2008

36 Million Outstanding 26 Million Outstanding

Weighted-
Average 

Remaining 
Contractual 

Life

Weighted-
Average 

Remaining 
Contractual 

Life



Internal Investment Needs Are
Modest and Consistent…

$135
$166

$126
$195

$86

$98

$105

$79$50

$62
$75

$82

FY05 FY06 FY07 FY08
Capital Expenditures Capitalized Internal Use Software Capitalized Software Held for Sale

$ Millions 

$271

$326
$306

$356



…And we Recently Doubled our 
Annual Dividend

$0.24 $0.48



So How Does It 
All Add Up?

Great Results 
over Time



A Track Record of Strong Revenue 
Growth…

$102
$93

$87
$79

FY05 FY06 FY07 FY08

9% CAGR

$ Billions



…Which we Have Leveraged into 
Higher EPS Growth (from continuing operations)*…

$2.13
$2.46

$2.89
$3.31

FY05 FY06 FY07 FY08

16% CAGR 

* EPS from continuing operations, excluding Securities Litigation charges/(credits).



Fiscal 2009 earnings per diluted 
share of $3.75 to $3.90

excluding Securities Litigation 
charges or credits

…And Expect to Continue with our 
FY2009 Earnings Guidance



What’s Included in Fiscal 2009 
Outlook?

We provide our EPS guidance on an annual basis due to both seasonality and the quarter to quarter 
fluctuations that are inherent in our business 

Revenue growth

Distribution Solutions at market adjusted for mix of business and the acquisition of OTN

Technology Solutions at the high end of market

Moderating branded price inflation similar to those observed in our FY06 and FY07

Generic launch schedule similar to FY08 that will occur mostly in the latter half of fiscal year 2009

No LIFO credit vs. $14 million in Fiscal 2008

Incremental equity-based compensation expense of 5 to 7 cents per diluted share

Incremental ESOP charges of 4-5 cents

Tax rate of 33%

Operating cash flow in excess of $1.5 billion

Average shares of 281 million for diluted EPS calculation

Guidance range does not include any potential Securities Litigation reserve adjustments, acquisitions, 
divestitures, material restructurings or integration-related actions



Driving Sustained Value Creation at 
McKesson

Attractive markets

Well-positioned businesses:
Solid operating profit and cash flow strength from distribution segment
Upside opportunities from higher growth, higher margin technology segment

Strong track record and balance sheet

Experienced management team

Using our 360  view of healthcare to continually Using our 360  view of healthcare to continually 
redefine what it means to be the industry leaderredefine what it means to be the industry leader



Questions & Answers



Investor Day 2008

Frederick P. Rose Hall, New York City
June 19, 2008



Diluted EPS Reconciliation

($ and shares in millions, except EPS)
FY08 FY07

$ 989           $ 968           

Exclude: 
Securities Litigation credit, net (5)              (6)              
Income taxes on credit, net 2               2               

   Income tax reserve reversal (83)            
(3)              (87)            

excluding Securities Litigation credit, net $ 986           $ 881           

$ 3.31 $ 2.89

298           305           

Income from continuing operations
 - as reported

Diluted earnings per common share from continuing 
operations, excluding Securities Litigation credit, net

Shares on which diluted 
earnings per common 
share were based

Income from continuing operations



Investor Day 2008

Frederick P. Rose Hall, New York City
June 19, 2008
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