
February 22, 2012 
 
To McKesson Corporation Shareholders,  
 
I am delighted to report that McKesson produced another strong performance in fiscal 
2011. It was marked by extraordinary execution in the Distribution Solutions business 
sector, constant success in growing our relationships with suppliers and customers, and a 
$2.1 billion acquisition of US Oncology, the largest acquisition in the past 10 years.  
 
McKesson finished the year with revenues of $112.1 billion and reached all expectations 
for earnings and cash flow.  The strong cash flow will create more opportunities for 
McKesson to hold a high value for our customers, stockholders and suppliers.  
 
Healthcare is a booming industry, the spending amount in the U.S. is projected to be 
about $4.3 trillion (20.3 percent of the gross domestic product) by 2018 according to the 
Centers for Medicare and Medicaid Services. Although healthcare is peaking, the 
industry is facing a wide range of business, care and connectivity challenges that provide 
opportunity for partnerships with our customers.  
 
Our performance in fiscal 2011 reflects the outlook we have on the healthcare industry. 
We have had large success in working with our customers to build healthier organizations 
that provide patients with better and more cost-effective care. We are devoted to 
improving the business and performance of all areas of the healthcare system to help 
achieve better health for patients and a larger return to our stockholders.  
 
Combining the large market for generic medications and our positive demographic trends 
there is a lot of business to drive our success. The multiple facets of McKesson will be 
described in detail to show how the company is the top provider for healthcare services 
today.  
 
Aging Population in Need of Healthcare 
 
The global population of people 65 years and older continues to increase, creating a large 
demand for healthcare services and the pharmaceutical market according to the Centers 
for Disease Control and Prevention (CDC). This demographic area in the United States is 
expected to grow from 35 million people in 2000 (12 percent of population) to 72 million 
people in 2030 (20 percent of population). The CDC states that the healthcare costs for 
elders over the age of 65 are three to five times more than the younger population. The 
rise in chronic and serious health conditions, along with improvements in technologies, 
procedures and pharmaceuticals, stimulates the reasoning behind an improved healthcare 
system. This is a system that McKesson supports each and every area of healthcare 
through its wide range of customers.  
 
Bountiful Market for Generic Medication 
 



IMS Health released that generic medications have grown over double since 2005 and 
don’t expect to stop growing anytime soon. McKesson holds a prestigious stance in the 
generic medication sector and purchases generics as a single organization. We hold high 
standards for value of customers, distribution efficiency, global sourcing initiatives and a 
deep understanding of our stakeholder’s conditions.  
 
Strengths in Technology Practices  
 
The hospitals, payers, pharmacies and physicians hit a large set of challenges that include 
payment models, heightened cost pressures and an utmost expectation in quality of care. 
These obstacles are overcome through the technology solutions that McKesson offers. 
McKesson Provider Technologies offers a comprehensive set of technology solutions to 
hospitals and physician offices. Through the RelayHealth and Health Solutions divisions, 
it has the ability to combine the technology and clinical information to allow payers to 
correctly manage financial, clinical and administrative processes. Working to improve 
quality of care could eventually lower medical and administrative costs.  
 
Combating the Six Sigma 
 
The Six Sigma process that McKesson uses helps reduce costs and improve quality in the 
healthcare business. We work with suppliers to develop improvements in our process to 
extend the Six Sigma model to our customers. This is able to help decrease costs and 
achieve higher levels of excellence and efficiency.  
 
Partner Relationships to Boast About  
 
McKesson has formed excellent bonds with our branded manufacturing partners through 
our top priority distribution and marketing services. The compliance programs that we 
offer help patients stay on their prescribed medications which results in better health and 
revenue for our manufacturers, customers and McKesson Corporation. We are committed 
to providing the most cost-effective, efficient and reliable health services in the industry.  
 
Financial Strength 
 
McKesson’s cash flow and total balance sheet from fiscal 2011 will allow us to optimize 
our existing portfolio and provide our future stockholders with short and long-term 
returns. There was $2.1 billion of common stock, paid $171 million in dividends with 
$388 million earned in internal investments. The $2.1 billion purchase of US Oncology 
was ground breaking for McKesson.  
 
The strong portfolio approach is to be maintained in fiscal 2012. The board authorized 
the repurchase of an additional $1 billion of common stock in April 2011. The new 
quarterly dividend is increasing from $0.18 to $0.20 per share, prioritizing our 
shareholders success. The confidence that we hold in our business is demonstrated 
through all of these actions.  
 



Summary  
 
As the year progresses, we expect to have a positive market condition that will continue 
in fiscal 2012. Quality, access and cost will resume as healthcare challenges increase over 
the next five years. This compels the providers, manufacturers and payers to look for 
more solutions to enable improvement in healthcare performance and quality. Our core 
areas of financial success are found in the growing market for pharmaceuticals and 
medical supplies particularly in the generic business. Currently $300 billion of untapped 
opportunity is created by meager medication adherence. The demand for solutions to 
coordinate care across many platforms improving the performance and quality is high.  
 
Our main focus is achieving better health. Improving the health of our customers and 
suppliers is precedence. The leadership that McKesson upholds in all areas of healthcare 
provides value to our stockholders, leading to better health for all. On behalf of the Board 
of Directors and our 36,400 honorable employees, thank you for your commitment to 
McKesson. 
 

John H. Hammergren Chairman,  
President and Chief Executive Officer  

McKesson Corporation 


