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Outlining Cerner’s future 
Throughout our history, one of Cerner’s core strategic tenets has been moving healthcare boundaries to                
create organic growth. As we look out over the next quarter century, our entrepreneurial spirit, coupled with          
our industry-leading investment in research and development, is leading us in exciting directions, including:

• Expanding our global reach
• Connecting a new generation of devices through our CareAware™ architecture
• Leveraging digitized clinical and pharmaceutical information for new discoveries, improved clinical 
 trials and rapid commercialization of life-saving therapies 
• Partnering with employers to eliminate the friction in healthcare through Healthe™ employer services
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 To Cerner’s Shareholders, Clients and Associates: 
 

 

 

  

  Net earnings1

  Earnings per share1   

  

  

 CernerWorks

 
 We implemented nearly 1,300 solutions during 2006 and ended the year with more than 6,000 Cerner Millennium® 

 In total, our strategic client footprint now includes approximately 
 

 
Cerner Millennium 2007  

   We had another record year in Bookings, Backlog, Revenues, Operating Earnings, Net Earnings, Earnings Per Share, Cash 

 Consistently high compound growth rates over 5, 10 and 20 years are created by 
    

thinking long term (we call it vision); being able to create substantial value for our clients; executing our business plans with discipline 
and precision; and occupying a growing market  Although there is no guarantee of being able to 
continue this rate of growth for the next 25 years, we strongly believe that the lessons learned along the way will be an advantage as 

 

 

 

Note: Several years ago, we used this letter to document our business model and describe each segment of our business in detail. 

business model discussion, please see the Appendix following this letter.   

1  
 

Neal Patterson, Paul Gorup, 
and Cliff Illig leave Arthur 
Andersen & Co. to form their 
own company

PathNet® is installed 
in the lab at St. John 
Medical Center in 
Tulsa, Oklahoma

29 associates

198219791975 1983
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 In the Right Place at the Right Time – with the Right Stuff
  As an 

 Most growth markets are created by new innovations adopted over a period of 
  

 

The Right Place  
 Although the starting points are different, every 

 This is a stunning reallocation of our 
  Innovations 

 

 These waves of innovation thrust us into fundamentally new ways of connecting 
and collaborating, driving increases of productivity and effectiveness into nearly every sector of our economy, and impacting our daily 

 

 

The Right Time
not to do 

to   
 

 

 

 Although the methodology and range of estimates used in the Institute of Medicine’s 

  
  

 

 

The Right Stuff
 In the beginning, we focused on selling into the departments  laboratory, radiology, 

   
 
 We called it Health Network Architecture (HNA®  Our growth 

 

Cerner secures $1.5 million 
venture capital funding from 
First Chicago Capital Corporation

Revenues surpass 
$50 million

Cerner goes public on 
Nasdaq (CERN)

Cerner listed as one of Inc.
magazine's 100 fastest-growing 
companies

1990198719861984

$17 million of revenue

149 associates
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 HNA 
well accepted, it became apparent that the IT waves 

 The healthcare enterprise was 
 We also discovered the missing 

element in the design—everything needed to be designed around 
the person   There was a 
need to stop and rethink, redesign and rebuild everything we had done 

  Others 
 

This commitment led to the creation of Cerner Millennium  

information architecture designed to serve the information needs of healthcare 
  

 In the process of 

Focus for Finishing this Decade

 The fundamental facts of healthcare, plus the forces exerted by demographic 

 

Cerner Millennium  
Each day our platform delivers value to thousands of clients and millions of healthcare consumers around the world, in venues from 

 We 
 What 

  

Designing for Role-Venue-Condition

 
  

 It is how healthcare really 
     

 It is, therefore, a 
 

 

Growth Through Expanding Architecture

Growth Through Expanding Architecture

Health EconomyHealth Economy
Era: 2000

CommunityCommunity
Era: 1995

EnterpriseEnterprise
Era: 1992

Clinical EnterpriseClinical Enterprise
Era: 1988

Multi Net: Lab, Rad, PharmMulti Net: Lab, Rad, Pharm
Era: 1985

LaboratoryLaboratory
Era: 1982

2 for 1 stock split 
(March 1)

2 for 1 stock split 
(May 12)

1,000 associates 2 for 1 stock split 
(August 7)

Cerner makes Fortune
list of “Best 100 
Companies to Work For”

Secondary stock 
offering raises $100 
million

HNA Millennium®

Phase 1 is completed
3,000 associates2,000 associates

Cerner Vision Center
opens

Revenue surpasses 
$100 million

1997199519941993 200019991992
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  About 
 These are very small businesses, frequently running on limited resources 

  

 We started the 
PowerWorks

 We revamped our core business processes to address the needs and realities of this market, reducing our 
cost structures in order to offer these lower price points, leveraging our CernerWorks  This work is 
starting to pay off in the form of steadily increasing levels of new physician practice footprints; this momentum has led to substantial 
increases in our PowerWorks  Today we are providing solutions to about 34,000 
physicians inside PowerWorks

  

Making Our Platform Industrial Strength
The Cerner Millennium  

 We have reached a very exciting time in the maturity of the architecture 
 We work hard to ensure that our architecture, 

  

 

Industrial Strength  
  Less than 

our CernerWorks   In 2006, this 
8  

 The table that follows shows the real downtime minutes associated with various 

 
  

In 2006, we also introduced the concept of the Lights On NetworkSM

 Lights On Network
 

Service Level

Minutes 

Per Day        1,440 

Per Month      43,200 

    518,400 

Cerner ranks third 
amongst software 
companies in the Wall 
Street Journal's Top 50 
Returns over a 
five-year period

Cerner signs contract with 
Fujitsu for southern region of
NHS Connecting for Health 
program in England Cerner signs contract with BT for 

London region of NHS  program

Cerner and Atos Origin 
awarded U.K. National 
Health Service's Choose 
and Book contract

Cerner celebrates 
25th anniversary

Revenues surpass $1 billion

Nearly 7,000 associates

5,000 associates

Revenue surpasses 

$500 million

4,000 associates

2005

Introduced CareAware™ device 
architecture and line of devices

2 for 1 stock split (Jan. 10)

First Cerner Millennium® site in France

Delivered Cerner Millennium 2007
software release, containing more 
new features than any prior release 
and setting a new quality standard

20062004200320022001
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 2006 was also a year during which we redesigned our implementation methodology with MethodMSM, Cerner’s single engagement 
delivery model for providing value through solutions, with a goal of cutting the effort of implementing and operating our systems in 

 

Increasing the Value to Our Clients
 

  Our current clients deeply embed Cerner Millennium in their 
 

 This creates both the pressure and the opportunity to make substantial, rapid 
 Over the past two years, we have developed a new consulting practice called Lighthouse, which uses 

 Together we are making profound 
 As more of our clients create truly digital hospitals and 

Millennium LighthouseSM

Increasing the Value to Our Shareholders
 

 
top line growth in revenues, increase the net earnings and earnings per share through expanding our operating margins and increase 

  The next 
section of this letter outlines how we plan to continue our growth well into the next decade, which is an important prerequisite for 

The Next Decade: 2010 — 2020
The healthcare system  Many close to the industry 

 

 Anyone who is unfortunate enough to have a complex or chronic medical condition 
 

inconsistent quality of care, tragic medical errors, tremendous waste through redundancy, unfortunate and costly delays in diagnosing 
 The people 

 
 At Cerner, we see a decade of opportunities for 

automating the clinical and business processes within 

record into electronic medical records (the EMR) and 
 We 

 That is, because of these advances, other 
 It will 

be this environment that creates Cerner’s next decade 
 

Most of Cerner’s current business comes from the center 
 We will spend the 

remainder of this letter walking you through the other four 
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 Cerner Millennium as a Global Platform
 

 But regardless of policy and funding differences, the need for 
 In many 

 We believe this trend will continue well into the next decade, fueling 
 

 In our opinion, Cerner Millennium
 Cerner is the most global company in this industry, with 

Cerner Millennium  
 

 This growth represents great execution each day by a growing number of 
 

 
 

 We were successful in winning a smaller contract to implement the Choose and Book national appointment booking and 
 In 2005, our ability to deliver on this smaller 

 We are partnering 
 In 2006, we replaced the software provider for the 

 
 

 Our successful performance in England will position 
 

2006 also saw success stories out of the Middle East, France, Australia, Malaysia and Canada, with the Cerner Millennium architecture 
 Cerner Millennium  

Cerner Millennium as a Device Platform
 Today, most diagnostic procedures are highly 

 
 The ICU is now its own world, 

 Whether proximate, attached or embedded, the 
 Infusion pumps can automatically give the 

 Implanted devices monitor every heartbeat and are programmed to automatically alter the heart’s 
   Each 

 None of these devices were designed to 
  

 
  

Cerner Millennium
 We are leveraging this status to create a device architecture we call 

CareAware™  We are also rolling out a related line of 
medication dispensing devices called CareAware RxStation™ that help make the medication administration process safer and more 

  

Cerner Millennium as a Platform for Pharmaceutical Development & Clinical Research
 In the United States, 

 At the federal level, the Food 
 Many of the practices used in clinical trials to 
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 By the end of the next decade, we believe there will be a fundamental shift in how drugs are researched, how clinical trials are 
 

allowing for rapid development of safer, more effective drugs, along with careful performance monitoring of drugs already in use in 
    

 
 

 
 In the next decade, research that today 

  

Cerner Millennium as a Frictionless Transactional Platform — Employer Services

 In this latter half of the current decade, we are targeting two highly entrenched icons—
 

Eliminating the Clipboard
the clipboard   

 
 

the questionnaire, the amount of time given to complete it, your perceptions of what is important that day, whether your memory is 
 If you do complete the clipboard to the best of your ability, remembering your 

 What if you are the 
 

  The clipboard is the start of a series of clinical and 
  To do so requires new 

  Like other areas of commerce, we 
  

Eliminating the Insurance Companies—As We Know Them Today
  1) 

through our taxes, which fund the federal, state and provincial programs; 2) through our salaries, which are lessened in order for our 

 
 It is a complex process, full of rules and regulations, and it usually takes months 

 

 

It is a rat’s nest of rules, regulations, systems, processes, contracts and networks that make it nearly impossible to comprehend 
 

 In a particularly telling example of insurance industry 
  Recently, The Wall 

Street Journal  The title captures the point well, 
 

  Per year   We must 
   

At Cerner, we have envisioned a frictionless transaction system in which the physician and hospital are paid immediately at the point 
 This will require a systems approach to redesigning the middle, paying the right price for 

 



13

  

  
And inside Cerner, we have gone further and are eliminating the clipboard and are implementing a new payment system that, at the point 

 We call this new 
approach Healthe™. Over the next few years, we will be offering the Health  

 
 But as the leadership team, we must ensure that there is healthy growth at the periphery of the 

  
  We have the depth of experience, the resources, the 

  With 

FOUNDER FOUNDER

President

FOUNDER
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 Appendix: Cerner’s Business Model and Financial Assessment
INTRODUCTION

 

THE CERNER BUSINESS MODEL
The core of Cerner’s business model is the creation of intellectual property (IP) in the form of software and other forms of digital 

At the top of our model is our Sales Pipeline of 
potential future business opportunities we have 

increased substantially over the past several years, 

for our solutions and our leadership position in the 

During each quarter, we sign new contracts to 

signings are reported as New Contract Bookings 

new contract will impact our revenues in the 
current quarter and for the next several quarters, 
or even years, depending on how the licenses, 

Almost all of our client contracts will also contain 
provisions for Support Contracts in which 
Cerner agrees to provide a broad set of services 
that support our clients’ use of our solutions 

includes addressing technical issues related to our 
software and providing access to future releases 

maintenance agreements for third party software 

support contracts rolls into our Contract Backlog 
and Support Backlog
almost all of our systems are in service for decades, our reported Support Backlog only includes the expected value for one year of 
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Licensed Software, 
Technology, and Subscriptions/Transactions make up the System Sales line of our income statement, and Professional Services, 
Managed Services, and Support & Maintenance make up the Services, Support & Maintenance 

  Licensed Software. We develop and license IP (our architectures, application software, executable and referential knowledge, 

  Technology. 

driver of other high margin, high visibility revenue, such as technical services, sublicensed software support, and equipment 
CareAware

  Subscriptions/Transactions. Another method by which we provide IP is based on a subscription model that has a periodic 

  Professional Services. We provide a wide range of 
professional services to assist our clients in the implementation 

application expertise, and education and training of our clients’ 
workforce to assist in the construction and implementation 

  Managed Services. There are some services that, in certain 
circumstances, we can perform better and more economically 

years, we have begun to offer a number of such services 
through our CernerWorks

Cerner 2006 Revenue Mix

Reimbursed 
Travel

3%

Support and 
Maintenance

25%

Managed
Services

8% Professional
Services

27%
Subscription 
/Transaction

6%

Technology
11%

Licensed
Software

20%
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   Support & Maintenance. 

The two large indirect expenses in our business model are the costs of our Research and Development (R&D), which was equal to 
Selling, General and Administrative (SG&A)

Cerner Millennium architecture 

ASSESSMENT OF 2006 FINANCIAL RESULTS

Growing the Top Line

Both our new business bookings and revenue have grown at 

also had good contributions in 2006 from the Middle East, Australia, 
 

In 2007, we believe we can continue driving growth by selling into 
our large client base, continuing to gain market share in new opportunities or by replacing competitors, building on our global 
momentum, and continuing to deliver growth from new areas, such as our CareAware healthcare device architecture and devices, 
Healthe employer services, physician practice solutions, data opportunities, and solutions and services for the pharmaceutical 

 

Expanding Operating Margins

$ 0

$ 5 0

$ 1 0 0

$ 1 5 0

$ 2 0 0

$ 2 5 0

2001 2002 2003 2004 2005 2006

0 %

3 %

6 %

9 %

1 2 %

1 5 %
G lob a l R e v e n u e
P e rc e nt o f To ta l R e v e n u e
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 we are still pleased with our progress because our margin expansion initiatives coupled with our strong top line performance have 
 

 

  Improving Professional Services Margins from 27% in 2005 to 32% by 2009. We expect this to contribute approximately 

Bedrock™

and management of our Cerner Millennium information platform, and Method MSM

   Leverage R&D investments, bringing R&D as a percentage of revenue down from 18% to 15% by 2009. We expect this 

expansion by honing and hardening Cerner Millennium

  Leverage Sales, General, and Administrative expenses. We expect this to contribute approximately 150 basis points to Cerner’s 

  Expand Margins and grow revenue in Managed Services and Subscription / Transaction business models. We 

   We expect this to contribute nearly 50 basis points to Cerner’s operating 

    We expect this to contribute approximately 85 basis points to Cerner’s 

A key point regarding our margin expansion strategy is that we are executing it while our business model is transitioning to more 

Business Model

Licensed Software

Subscription/Transaction

Professional Services

Managed Services

Support & Maintenance

R&D (% of Total Rev.)

SG&A (% of Total Rev.)

Actual 
Cont. Margin
2005     2006

85%       84%

37%       43%

27%       27%

25%       25%

62%       65%

(18%)     (18%)
(15%)     (15%)

13%       11%

Estimated 
Contribution Margin

2007E  2008E   2009E

84%       84%         84%

46%        47%         48%

28%       29%         32%

25%       26%          27%

67%       68%          69%

(17%)     (16%)       (15%)

(14%)     (13%)       (13%)

13%       15%         16%Technology

Cumulative
Impact on

Operating Margin

0 bp

48 bp
23 bp

120 bp

24 bp

85 bp

180 bp

150 bp

Operating Margin   13.4%   630 basis points15%       17%         20%

Adj. Operating Margin*   14.1% 16%       18%         20%
*Adjusted for zero margin UK Revenue; majority of this is Services revenue, which is why Services contribution margin was flat from 2005 to 2006.

Path to 20%
Operating Margins

Key Assumptions

UK Revenue at zero 
margin through 2008; 
positive margins in 2009

Excludes Options 
Expense

13% 2007 revenue 
growth; ~12% per year 
after 2007

■

■

■
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Earnings Growth

contribution from all areas of our business in 2006, we grew our 

enhancements and margin expansion position us well to grow 

Generating Cash Flow

2005 due to heavy investments in our rapidly growing CernerWorks managed services business, including breaking ground on a new 

CernerWorks

Stock Price

* FCF = Operating CF less Capital Expenditures and Capitalized Software

$ 
in

 M
ill

io
ns



20

 



21

 

ANNUAL REPORT 2006
FORM 10-K



22

 
UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

FORM 10-K

( X )  ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
December 30, 2006

OR
( ) TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from ____________ to ____________    

0-15386

CERNER CORPORATION

    Delaware     43-1196944
 

 

    2800 Rockcreek Parkway 
     North Kansas City, MO           64117
     

(816) 221-1024
(Registrant’s telephone number, including area code)

None

 Common Stock, $.01 par value per share
 (Title of Class)

None

 

 

 

  

 

Proxy Statement for the Annual Shareholders’ Meeting to be held May 25, 2007 (Proxy Statement)     PART III

DOCUMENTS INCORPORATED BY REFERENCE
Document

Outstanding at February 23, 2007
78,884,801 shares

Class 

Parts Into Which
Incorporated
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 PART I
Item 1. Business
Overview

Cerner® 

Cerner Millennium®

CareAware™ device architecture is designed to bridge the gap between medical devices and patient information by connecting information 

The Healthcare and Healthcare IT Industry 

Medicare and Medicaid Services (CMS) has reported that, in the United States, healthcare represents 16 percent of the gross national 

Policy Reforms
The federal government is currently using its position as the nation’s leading purchaser of healthcare products and services to 

To increase the availability of healthcare pricing information, CMS posts information on what Medicare will pay for 30 common 

Private Sector Approaches

Cerner Vision

Cerner Millennium architecture, the 

Automate the Care Process
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 Connect the Person

Structure the Knowledge
Cerner is dedicated to building systems that help bring the best science to every medical decision by structuring, storing and studying 

Close the Loop

Cerner Strategy

Cerner Millennium architecture and the depth and breadth of Cerner 

Increase penetration of both large health systems and independent hospitals

Cerner solutions and services

Continue to develop innovative solutions and services that leverage the Company’s technology and human capital expertise and 

Innovative solutions for employers

State and regional community health record initiatives

Solutions and services that leverage the data being captured in the digital healthcare environment

The Bedrock™ technology automates the implementation and management of the Cerner Millennium 

 CernerWorks™ managed services allow Cerner to manage complexity and technology risks for clients while providing more 

 The MethodM ™ approach is the Company’s single methodology to working with clients to deliver value through implementation 
of Cerner Millennium 

Lower total cost of ownership

Commitment to research and development

Solution and Service Highlights
Cerner Millennium 2007 Millennium 

2007 Millennium 2007 

We are also improving the value of our solutions through CernerWorks
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 In 2006, we also introduced the Lights On Network™

PowerWorks®,

MethodM methodology, we 

Bedrock solution (our 
system of automated tools that guide clients through the design, build and maintenance of a Cerner Millennium 

CernerWorks managed services, Cerner is striving to reduce the effort of implementing and 

An area of focus for 2007 is Millennium Lighthouse™, a consulting practice that works with clients to determine previously 

Positioning for Continued Long-Term Growth

getting drugs approved faster and safety monitoring 

and a global record bank

Global Expansion

Healthcare Data

® solution, 
a data warehouse that captures and stores the data generated by Cerner solutions, aggregates it and develops reports that enable 

Connected Healthcare Devices
In 2006, Cerner extended Cerner Millennium with our CareAware healthcare device architecture and MDBus™ 

Cerner Millennium CareAware 
architecture allows for connection of healthcare devices to Cerner Millennium Millennium
continued development of our new RxStation™

e™

e
e

e e
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 Software Development 

and management information needs emerge, Cerner intends to enhance its current software solution lines with new versions 

Cerner 

The Company is committed to maintaining open attributes in its system architecture to achieve operability in a diverse set of 

Open Engine Application Gateway™, Open Port Interface™ and 
MillenniumObjects®

Sales and Marketing 

Cerner Millennium 

Cerner Millennium solutions 

The Company supports its sales force with technical personnel who perform demonstrations of Cerner solutions and services and 

PowerWorks solution, offered on a subscription 

Client Services 
Substantially all of Cerner’s clients enter into software maintenance agreements with the Company for support of their Cerner 
In addition to immediate software support in the event of problems, these agreements allow clients the use of new releases of the 
Cerner

 

Backlog
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Competition 

in this market include the breadth and quality of solution and service offerings, the stability of the solution provider, the features 
and capabilities of the information systems and devices, the ongoing support for the systems and devices and the potential for 

Number of Employees (“Associates”)

Item 1A. Risk Factors
Risks Related to Cerner Corporation
We may be subject to product-related liabilities. Many of our software solutions, healthcare devices or services (including life 

We may be subject to claims for system errors and warranties. Our software solutions and healthcare devices, particularly the 
Cerner Millennium

Cerner software 

We may experience interruption at our data centers or client support facilities. 
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complete failure of all generators, impairment of all telecommunications lines, severe damage (environmental, accidental, intentional 

the personnel trained to operate such facilities could cause a disruption in operations and negatively impact clients who depend on 

damage our reputation, cause us to lose existing clients, hurt our ability to obtain new clients, result in revenue loss, cause potential 

Our proprietary technology may be subjected to infringement claims or may be infringed upon. We rely upon a combination of 

 

healthcare information technology market increases, the functionality of our software solutions and services expands, and we enter 

We are subject to risks associated with our global operations. We market, sell and service our solutions, devices and services 

The impact of global economic conditions

Unexpected changes in regulatory requirements

Changes to or reduced protection of intellectual property rights in some countries

Unfavorable or changing foreign currency exchange rates

Potentially adverse tax consequences

Different or additional functionality requirements

Trade protection measures

Service provider and government spending patterns

Natural disasters, war or terrorist acts

Poor selection of a partner in a country

Political conditions which may impact sales or threaten the safety of associates or our continued presence in these countries
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our performance. 

Our success depends upon the recruitment and retention of key personnel. To remain competitive in our industries, 
we must attract, motivate and retain highly skilled managerial, sales, marketing, consulting and technical personnel, including 
executives, consultants, programmers and systems architects skilled in the healthcare information technology, healthcare devices, 
healthcare transactions and life sciences industries and the technical environments in which our solutions, devices and services 

however, the unexpected loss of key personnel could have a material adverse impact to our business and results of operations, and 

We license or purchase intellectual property and technology (such as software, 

party suppliers were to change product offerings, increase prices or terminate our licenses or supply contracts, we might need to seek 
alternative suppliers and incur additional internal or external development costs to ensure continued performance of our solutions, 

We intend to continue strategic business acquisitions which are subject to inherent risks. In order to expand our 
solutions, device offerings and services and grow our market and client base, we may continue to seek and complete strategic 

the acquired business; 2) diversion of management’s attention from other business concerns; 3) entry into markets in which we 

Risks Related to the Healthcare Information Technology, Healthcare Device and 
Healthcare Transaction Industry

 For example, the Balanced 

involvement in healthcare, lower reimbursement rates or otherwise change the environment in which healthcare industry participants 
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consolidates, our client base could be eroded, competition for clients could become more intense and the importance of acquiring each 

The healthcare industry is highly regulated at the local, state and federal level. 

 Federal and state governments continue to strengthen their positions and scrutiny over practices involving 
healthcare fraud affecting healthcare providers whose services are reimbursed by Medicare, Medicaid and other government 

among other things, prohibit the direct or indirect payment or receipt of any remuneration for patient referrals, or arranging for 

manner that could broaden their applicability to us or require our clients to make changes in their operations or the way in which they 

E-Prescribing. The use of our solutions by physicians for electronic prescribing, electronic routing of prescriptions to pharmacies and 

Claims Transmissions. Certain of our solutions assist our clients in submitting claims to payers, which claims are governed by 

claim to a payer, including, for example, Medicare, Medicaid and private health plans, seeking payment for any services or items that 

We have policies and procedures in place that we believe result in the accurate and complete transmission of claims, provided that 

Regulation of Medical Devices. 
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periodic FDA inspections and we could be required to undertake additional actions to comply with the Act and any other applicable 

Security and Privacy of Patient Information. 

as our clients, were required to comply with the privacy standards by April 2003, the transaction regulations by October 2003 and 

We operate in intensely competitive and dynamic industries, and our ability to successfully compete and continue to 
grow our business depends on our ability to respond quickly to market changes and changing technologies and to 
bring competitive new solutions, devices, features and services to market in a timely fashion. The market for healthcare 
information systems, healthcare devices, healthcare transactions and life sciences consulting services are intensely competitive, 

introduce new solutions, devices or services on schedule, or at all, nor can we guarantee that, despite extensive testing, errors will 
not be found in our new solution releases, devices or services before or after commercial release, which could result in solution, 

 

We believe that the principal competitive factors in the healthcare information market include the ease of implementation, the 
breadth and quality of system and software solution offerings, the stability of the information system provider, the ongoing support 
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 frequent new software solution introductions, software solution enhancements, device introductions, device enhancements and 

Risks Related to the Company’s Stock 
Our quarterly operating results may vary which could adversely affect our stock price. Our quarterly operating results 
have varied in the past and may continue to vary in future periods, including, variations from guidance, expectations or historical 

the market for our Cerner Millennium solutions, a large percentage of our revenues are generated by the sale and installation of 

internal budgets, procedures for approving large capital expenditures, competing needs for other capital expenditures, availability 

Our sales forecasts may vary from actual sales in a particular quarter. 

technology spending, adverse economic conditions or a variety of other factors can cause purchasing decisions to be delayed, reduced 

The trading price of our common stock may be volatile.

of securities analysts, governmental regulatory action, healthcare reform measures, client relationship developments, changes 

Furthermore, the stock market in general, and the markets for software, healthcare and information technology companies in particular, 

Our Directors have authority to issue preferred stock and our corporate governance documents contain anti-takeover 
provisions. Our Board of Directors has the authority to issue up to 1,000,000 shares of preferred stock and to determine the 
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shareholder for a period of three years from the date the person became an interested shareholder, unless certain conditions are 

Factors that may Affect Future Results of Operations, Financial Condition or Business 
Statements made in this report, the Annual Report to Shareholders in which this report is made a part, other reports and proxy 

statements made by representatives of the Company that are not historical in nature, or that state the Company’s or management’s 

Item 2. Properties
World Headquarters

 

e

In 2006, the Company began construction of the world headquarters Technology Center, a 135,161 square foot data center facility 
 

Other Properties

the Cerner Oaks Campus, houses associates from the CernerWorks
e
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Item 3. Legal Proceedings 

Item 4. Submission of Matters to a Vote of Security Holders 
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 PART II
Item 5. Market for the Registrant’s Common Equity and Related Stockholder Matters 
and Issuer Purchases of Equity Securities
The Company’s common stock trades on The NASDAQ Global Select Market®

The NASDAQ National Market System

At February 23, 2007, there were approximately 1,400 owners of record. To date, the Company has paid no cash dividends and it 

Item 6. Selected Financial Data

 2006 2005

Low Last Low Last

First quarter     
Second quarter
Third quarter
Fourth quarter

(In thousands, except per share data) 2006 

(2)(3)

2005

(4)(5)

2004

 (6)(7)

2003 2002

Statements of Earnings Data:
Revenues  1,378,038 1,160,785 780,262
Operating earnings 166,167 140,436 111,464
E arnings before income taxes and cumulative effect  
 of a change in accounting principle 167,544 135,244 71,222 80,625
Cumulative effect of a change in accounting for goodwill, 
  (786)
Net earnings 86,251 64,648 48,022

  Basic 
  Diluted

  Basic 74,144 72,174 70,710
  Diluted 81,723 75,142 72,712 74,100

Balance Sheet Data:
Working capital 444,656 246,412 282,135
Total assets 854,252

108,804 124,570 136,636
Shareholders’ equity 760,533 441,244
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 Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Introduction

revenue by selling, implementing and supporting software solutions, hardware, healthcare devices and services that give healthcare 

Cerner Millennium software solutions can be managed by the Company’s clients or in the Company’s data center via a managed 

Results Overview

subscriptions, services and managed services (hosting of clients’ software in the Company’s data center), was a Company record at 

Healthcare Information Technology Market

for Medicare and Medicaid Services (CMS) has reported that, in the United States, healthcare represents 16 percent of the gross 

Results of Operations
Year Ended December 30, 2006, Compared to Year Ended December 31, 2005

Revenues

increases were driven by strong performance in delivering Cerner Millennium solutions to clients and the continued success of the 
CernerWorks 
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 Cost of Revenues
subscription content, computer hardware and sublicensed software purchased from hardware and software manufacturers for delivery 

typically have varied as the mix of revenue (software, hardware, services and support) components carrying different margin rates 

Sales and Client Service

in personnel expenses associated with the strong growth in our professional services and managed services businesses and an 

Software Development

in 2006 was due to continued development of Cerner Millennium

General and Administrative

Interest Expense, Net 

Other Income, Net

Company was able to renegotiate the contract to eliminate certain minimum volume requirements and reduce pricing to market rates 

Income Taxes
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 Operations by Segment

 

 

Year Ended December 31, 2005, Compared to Year Ended January 1, 2005

(In thousands) Operating Segments

2006 Domestic Global Other Total

Revenues 1,166,662 207,367   1,378,038

Cost of revenues 251,574     172
Operating expenses 308,085 107,571 505,245
Total costs and expenses 505,417 1,211,871

Operating earnings 607,003 60,572 (501,408) 166,167

Operating Segments

2005 Domestic Global Other Total

Revenues 1,043,804 113,317   3,664 1,160,785

Cost of revenues     254,686
Operating expenses 765,663
Total costs and expenses 65,287 428,868

Operating earnings 517,610 48,030 (425,204) 140,436
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Revenues

the sale of software, hardware and sublicensed software, installation fees, transaction processing and subscriptions, with each 

increases were driven by strong performance in delivering Cerner Millennium solutions to clients and the inclusion of revenue from 

Cost of Revenues
subscription content, computer hardware and sublicensed software purchased from hardware and software manufacturers for 

percent of revenues, typically have varied as the mix of revenue (software, hardware, services and support) components carrying 

Sales and Client Service

Software Development

aggregate expenditures in software development in 2005 was due to continued development of Cerner Millennium

General and Administrative
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 Interest Expense, Net -

Other Income, Net

Income Taxes

Operations by Segment

competitor in the Southern region of England was a large contributor to the global success in 2005, with this contract contributing 

(In thousands) Operating Segments

2005 Domestic Global Other Total

Revenues 1,043,804 113,317    3,664 1,160,785

Cost of revenues     254,686
Operating expenses 765,663
Total costs and expenses 65,287 428,868

Operating earnings 517,610 48,030 (425,204) 140,436

Operating Segments

2004 Domestic Global Other Total

Revenues 862,276 62,426    1,654

Cost of revenues 187,114 7,582    1,652
Operating expenses 201,721 382,834 618,544
Total costs and expenses 388,835 41,571 384,486

Operating earnings 473,441 20,855 (382,832) 111,464
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Liquidity and Capital Resources

have concluded that we do have a standard business practice of using extended payment term arrangements and have a long history of 
successfully collecting under the original payment terms for arrangements with similar clients, product offerings, and economics without 

 Some of these payment streams have been 
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 In May 2002, the Company expanded its credit facility by entering into an unsecured credit agreement with a group of banks led by US 

 

The Company believes that its present cash position, together with cash generated from operations and, if necessary, its lines of credit, 

The following table represents a summary of the Company’s contractual obligations and commercial commitments, excluding interest, as of 

Recent Accounting Pronouncements

interpretive guidance on the consideration of the effects of prior year misstatements in quantifying current year misstatements for 

retained earnings in the year of adoption to correct errors existing in prior years deemed to be material in the current year that 

Payments due by period

Contractual Obligations 
(In thousands) 2007 2008 2009 2010 2011

2012 and 
thereafter Total

 

18,667

 

13,667

 

34,604

  

82,506 205,322

Capital lease obligations 1,575 728 8 2,311

Operating lease obligations 17,567 15,615 12,387 10,512 10,154 45,482 111,717

Purchase obligations 13,642 3,945 1,176  484 508

Other  100 25 125

Total 51,551 48,175  38,601
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Critical Accounting Policies
The Company believes that there are several accounting policies that are critical to understanding the Company’s historical and 

Revenue Recognition

revenue recognition model are management’s assessments that installation services are essential to the functionality of the 
Company’s software whereas implementation services are not; and the length of time it takes for the Company to achieve its delivery 

services are deemed to be essential to the functionality of the Company’s software, the period of time over which the Company’s 

of its licensed software and related installation services over two key milestones, delivery and installation, based on percentages that 

Software Development Costs
Costs incurred internally in creating computer software solutions and enhancements to those solutions are expensed until 

of change in the healthcare information technology market is rapid and there are frequent new product introductions, product 
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 Concentrations
Substantially all of the Company’s clients are integrated delivery networks, physicians, hospitals and other healthcare related 

Allowance for Doubtful Accounts
If the creditworthiness of the Company’s clients were to weaken or the Company’s collections results relative to historical experience 

Goodwill

Item 7A. Quantitative and Qualitative Disclosures about Market Risk
At December 30, 2006, the Company had a £65,000,000 note payable outstanding through a private placement with an interest 

Item 8. Financial Statements and Supplementary Data

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

Item 9A. Controls and Procedures

to ensure that material information relating to the Company and its consolidated subsidiaries would be made known to 

Company’s disclosure controls and procedures are designed, and are effective, to give reasonable assurance that the 

that the Company’s disclosure controls and procedures are effective to ensure that information required to be disclosed 

December 30, 2006 that have materially affected, or are reasonably likely to materially affect, its internal controls over 
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provide absolute assurance that all control issues and instances of fraud, if any, within the Company have been or will be 

events, and there can be no assurance that any design will succeed in achieving its stated goals under all potential future 
conditions; over time, controls may become inadequate because of changes in conditions, or the degree of compliance 

Management’s Report on Internal Control over Financial Reporting

Item 9B. Other Information
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 PART III

Proxy Statement in connection with the 2007 Annual Shareholders’ Meeting scheduled to be held May 25, 2007, and is incorporated 
The information required by this Item 10 concerning compliance with Section 16(a) of the Securities 

in our Proxy Statement in connection with the 2007 Annual Shareholders’ Meeting scheduled to be held May 25, 2007, and is 

There have been no material changes to the procedures by which security holders may recommend nominees to our Board of 

Name Age Positions
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Item 11. Executive Compensation
The 

 in connection with the 2007 Annual Shareholders’ Meeting scheduled to be held 
May 25, 2007, and is incorporated in this Item 11  The information required by this Item 11 concerning Compensation 

Stockholder Matters
The information required by this Item 12 will be set forth in our 
Proxy Statement in connection with the 2007 Annual Shareholders’ Meeting scheduled to be held May 25, 2007, and is incorporated 
in this Item 12 by

Item 13. Certain Relationships and Related Transactions, and Director Independence
The 

 Proxy Statement in connection with the 2007 Annual Shareholders’ Meeting scheduled to be held May 25, 
2007,  information required by this Item 13 concerning director independence 

Meeting scheduled to be held May 25, 2007, and is incorporated in this Item 13 by

Item 14. Principal Accountant Fees and Services
The 

 Proxy Statement in connection with the 2007 Annual Shareholders’ Meeting scheduled to be held May 25, 
2007, and is incorporated in this Item 14 by
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 PART IV
Item 15. Exhibits and Financial Statement Schedules

 
   Reports of Independent Registered Public Accounting Firm

 
   December 30, 2006 and December 31, 2005 

 

   Consolidated Statements of Changes in Equity 

   Consolidated Statements of Cash Flows 

   Notes to Consolidated Financial Statements

 
   of Independent Registered Public Accounting Firm of the 

 

 Report of Independent Registered Public Accounting Firm 

All other schedules are omitted, as the required information is inapplicable or the information is 

Number  Description

Company, Principal Life Insurance Company, on behalf of one or more separate accounts, Commercial Union Life 

4(d)   Note Purchase Agreement between Cerner Corporation and the purchasers therein, dated December 15, 2002 
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 4(e)  Cerner Corporation Note Purchase Agreement dated as of November 1, 2005 among Cerner Corporation, 

10(l)  Cerner Corporation 2005 Enhanced Severance Pay Plan as Amended and Restated dated September 12, 2005 
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 SIGNATURES

   CERNER CORPORATION

   Chairman of the Board and      

Signature and Title       Date

    February 28, 2007

 

    February 28, 2007

    February 28, 2007

    February 28, 2007

    February 28, 2007  

    February 28, 2007

      February 28, 2007

    February 28, 2007 

    February 28, 2007
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 Report of Independent Registered Public Accounting Firm
The Board of Directors and Stockholders

We have audited management’s assessment, included in the accompanying Management’s Report on Internal Control over Financial 
Reporting,

 

standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over 

statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are 

as of December 30, 2006, is fairly stated, in all material respects, based on criteria established in Internal Control—Integrated 

criteria established in 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 
consolidated balance sheets of Cerner Corporation and subsidiaries as of December 30, 2006 and December 31, 2005, and the 

February 28, 2007
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 Report of Independent Registered Public Accounting Firm
The Board of Directors and Stockholders

We have audited the accompanying consolidated balance sheets of Cerner Corporation and subsidiaries (the Corporation) as of 
December 30, 2006 and December 31, 2005, and the related consolidated statements of operations, changes in equity, and 

of Cerner Corporation and subsidiaries as of December 30, 2006 and December 31, 2005, and the results of their operations and 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 

in 

February 28, 2007

Management’s Report
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 Consolidated Balance Sheets
December 30, 2006 and December 31, 2005

(In thousands, except shares and per share data) 2006 2005

Assets

  Cash and cash equivalents 162,545 113,057
161,230

 Receivables, net 361,424
 Inventory 18,084
 Prepaid expenses and other 55,272 42,685
 Deferred income taxes 2,423

 Total current assets 651,631

 Property and equipment, net
 Software development costs, net 187,788  172,548

116,142
 Intangible assets, net 54,428 60,448
 Other assets 16,426 10,252

 Total assets

Liabilities and Stockholders’ Equity

 Accounts payable 65,377
20,242 28,743

 Deferred revenue
 Accrued payroll and tax withholdings 66,002
 Other accrued expenses 20,078

 Total current liabilities 301,331

 Deferred income taxes
 Deferred revenue 14,557 14,533

 Minority owners’ equity interest in subsidiary 1,286 1,286

  2005, respectively 784 770
325,134

 Retained earnings 540,153 430,262

600 4,367

 Total stockholders’ equity 760,533

 Commitments 
  Total liabilities and stockholders’ equity
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 Consolidated Statements of Operation

(In thousands, except per share data) 2006 2005 2004

Revenues
 System sales  505,743  351,861
 Support, maintenance and services  833,244  677,664  542,414
 Reimbursed travel  33,387  32,081

 Total revenues  1,378,038  1,160,785

Costs and expenses
 Cost of system sales  171,073  115,803
 Cost of support, maintenance and services  57,273  50,226  48,464
 Cost of reimbursed travel  33,387  32,081
 Sales and client service  578,050  466,206  383,628
 Software development  211,455

 81,620  63,327
 6,382

Total costs and expenses  1,211,871    

Operating earnings  166,167  140,436  111,464

 Interest expense, net  (5,858)  (6,152)
 Other income, net  2,074  666  2,608
 Total other income (expense), net  1,377  (3,544)

Earnings before income taxes  167,544  135,244
Income taxes  (57,653)  (43,272)

Net earnings  86,251  64,648

Basic earnings per share 

Diluted earnings per share 
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 Consolidated Statements of Changes In Equity

(In thousands) Accumulated
Additional Other

 Common Stock paid-in Retained Comprehensive Comprehensive
Shares Amount capital Earnings Income Income

71,108   711  4,770

Exercise of options 2,166  22  25,524
Employee stock option compensation expense  173

Associate stock purchase plan discounts  (752)
 4,000  4,000

Net earnings 64,648  64,648
Comprehensive income  68,648

73,274   733 344,011  8,770
 

Exercise of options 3,737  37
Employee stock option compensation expense  780

Associate stock purchase plan discounts  (832)
 (4,403)  (4,403)

Net earnings 86,251  86,251
Comprehensive income  81,848

Balance at December 31, 2005 77,011   770  325,134 430,262  4,367

Exercise of options 1,381  14  21,333
Employee stock option expense  18,787

Third party warrants  1,010

 (3,767)  (3,767)
Net earnings
Comprehensive income  106,124

Balance at December 30, 2006   784 540,153  600
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 Consolidated Statements of Cash Flows

(In thousands) 2006 2005 2004

Net earnings  86,251   64,648

125,254 114,055  
 

 (3,023)
     6,382

    
 Provision for deferred income taxes    2,503  (6,874)     

     
 (7,068)

 Receivables, net   (22,502)  (24,747)
 Inventory  (8,405)  (2,078)   
 Prepaid expenses and other  (22,008)  (18,781)  (20,743)
 Accounts payable   14,465  14,382    
 Accrued income taxes     
 Deferred revenue   12,002       16,055
 Other current liabilities    8,460    

 122,827 142,614 103,656
Net cash provided by operating activities   232,718 228,865 168,304

 Purchase of capital equipment   (64,785)  (44,214)
 Purchase of land, buildings, and improvements    (12,276)

Purchase of Intangibles  (254)
Acquisition of businesses, net of cash received  (13,731)   
Proceeds from the sale of business   12,000

  (161,230)
Repayment of notes receivable      51   

 (61,223)  (62,523)  
Net cash used in investing activities  (177,544)   (103,382)

 Financing of receivables      137
111,827

 Proceeds from revolving line of credit  70,000
 (30,783)   

 Proceeds from third party warrants    1,010
   7,068

 Proceeds from exercise of options    21,704   51,744   25,717
 Associate stock purchase plan discounts  (832)  (752)

 (865)       86
Effect of exchange rate changes on cash  (4,821)  (2,515)    
Net increase (decrease) in cash and cash equivalents   (76,727)  
Cash and cash equivalents at beginning of year  113,057
Cash and cash equivalents at end of year  162,545 113,057

 Interest   12,568    8,157    8,614
 Income taxes, net of refund   27,847    21,865

 Issuance of note payable for unused software credits    7,500
 Acquisition of equipment through capital leases         2,075

Increase in accounts receivable      618   11,621   
Increase in property and equipment, net      205    2,355       65
Increase in goodwill and intangibles     2,187
Increase in deferred revenue  (150)   (1,004)
Increase in long term debt  (27)  (3,111)  (5)
Decrease in other working capital components  (514)  (5,124)  (305)
Total  13,731   
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(a) Principles of Consolidation

(b) Nature of Operations 

(c) Revenue Recognition

service revenues are software support and hardware maintenance, remote hosting and managed services, training, consulting and 

element arrangement based on the element’s respective fair value, with the fair value determined by the price charged when that element 

software support, remote hosting and subscriptions portions of the arrangement based on the renewal price for these services charged to 
clients; professional services (including training and consulting) portion of the arrangement, other than installation services, based on hourly 
rates which the Company charges for these services when sold apart from a software license; and, the hardware and sublicensed software, 

evidence of the fair value cannot be established for the undelivered elements of a license agreement, the entire amount of revenue under 

Accounting for Performance of Construction-Type and Certain Production-Type 
Contracts, 

The Company also provides implementation and consulting services, which include consulting activities that fall outside of the scope of 

be essential to the functionality of the software, and thus do not impact the timing of the software license recognition, unless software 

are typically provided to clients that have acquired a perpetual license for licensed software and have contracted with the Company to host 
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to be essential to the functionality of the licensed software or other elements of the arrangement and as such, the Company accounts 

software, and fair value for the support services does not exist in this arrangement, the entire arrangement is being accounted for as 

Deferred revenue is comprised of deferrals for license fees, support, maintenance and other services for which payment has been 

at December 30, 2006, represents amounts received from license fees, maintenance and other services to be earned or provided 

its history with these types of arrangements and has concluded that it does have a standard business practice of using extended payment 
term arrangements and have a long history of successfully collecting under the original payment terms for arrangements with similar clients, 
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monetary liability limit for certain infringement cases under the terms of the corresponding agreements with its clients, the Company 

(d) Fiscal Year

(e) Software Development Costs

(f) Cash Equivalents

(g) Short-term Investments –

others, changes in market interest rates and changes in the availability of and the yield on alternative investments, the Company has 

(h) Inventory

(i) Property and Equipment

Earnings per Common Share

dilution that could occur if securities or other contracts to issue stock were exercised or converted into common stock or resulted in the 

2006 2005 2004

Earnings Shares Per-Share Earnings Shares Per-Share Earnings Shares Per-Share
(Numerator) (Denominator) Amount (Numerator) (Denominator) Amount (Numerator) (Denominator) Amount

Basic earnings per share
Income available to
 common stockholders   86,251 74,144  64,648 72,174

Effect of dilutive securities
 stock options 4,032
Diluted earnings per share
Income available to common
 stockholders including
 assumed conversions     81,723  86,251  64,648 75,142

(In thousands, except per share data)
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(k) Foreign Currency

net gain (loss) resulting from foreign currency transactions is included in general and administrative expenses in the consolidated 

(l) Income Taxes

and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those temporary 

(m) Goodwill and Other Intangible Assets  The Company accounts for goodwill under the provisions of Statement of 

2007 16,704
2008 14,241

12,523
2010 2,116
2011 25

Balance as of December 31, 2005 116,142

Balance as of December 30, 2006

(In thousands) December 30, 2006 December 31, 2005

Weighted 
Average 

Amortization 
Period (Yrs)

Gross 
Carrying
Amount

Accumulated 
Amortization

Gross 
Carrying
Amount

Accumulated 
Amortization

Purchased software 56,663 36,031 53,307
Customer lists 45,642 10,514
Patents 6,136 1,556 133

1,118 364 382 102
Total 57,281 100,887
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(n) Use of Estimates
States of America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and 

(o) Concentrations

Substantially all of the Company’s clients are integrated delivery networks, physicians, hospitals and other healthcare related 

(p) Accounting for Share-based payments  

December 30, 2006
Decrease in income before income taxes
Decrease in net earnings  11,746

 7,068
 7,068

Decrease in basic earnings per share
Decrease in diluted earnings per share

(In thousands, except per share data)

   2005     2004

Reported net earnings  86,251  64,648

 75,280  56,745

Reported net earnings 

Reported net earnings 

(In thousands, except per share data)
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 (q)  

(r)  Derivative Instruments and Hedging Activities 

increases in the debt related to changes in the foreign currency exchange rate were included in accumulated other comprehensive 

(s)  Recent Accounting Pronouncements  In September 2006, the Securities and Exchange Commission issued Staff Accounting 

2. Business Acquisitions and Divestiture
During the three years ended December 30, 2006, the Company completed six acquisitions, which were accounted for under 

management, electronic medical record, electronic data interchange and emergency department information solutions and related 

retained the life sciences portion of the business, which is engaged in selling life sciences data to pharmaceutical companies for use in 
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A summary of the Company’s purchase acquisitions for the three years ended December 30, 2006, is included in the following table 
(in millions, except share amounts)

Entity Name, Description of Business Acquired, 
and Reason Business Acquired Date Consideration Goodwill 

(Tax Basis) Intangibles Developed 
Technology

Form of 
Consideration

Safety and risk management software for 
pharmaceutical, medical device and biotechnology 
companies

Integrate technology into Cerner Millennium

Integrate technology into Cerner Millennium

Financial, Administrative, and Clinical Solutions in 
Europe

Integrate technology into Cerner Millennium

Physician Practice Solutions

Integrate technology into Cerner Millennium

Laboratory information management and logistics

Integrate technology into Cerner Millennium

ICU performance analysis and benchmarking

Integrate technology into Cerner Millennium

 

Galt
Associates, Inc.

Bridge 
Medical, Inc.

Axya 
Systemes

Medical 
Division of 

VitalWorks, Inc.

Project 
IMPACT 

CCM, Inc.
Gajema 

Software

Current Assets 751,000 1,172,000 2,680,000 11,404,000 644,000 72,000
Total Assets 15,372,000 15,802,000 120,175,000 1,867,000 1,551,000
Current Liabilities 1,606,000 4,748,000 2,244,000 17,064,000 1,050,000 51,000
Total Liabilities 1,606,000 4,783,000 2,483,000 1,201,000 51,000
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 3. Receivables

 

Substantially all receivables are derived from sales and related support and maintenance of the Company’s clinical, administrative 

4. Property and Equipment

(In thousands) 2006 2005

Accounts receivable, net of allowance 228,676  216,248
Contracts receivable  132,748 100,717

Total receivables, net 361,424

(In thousands) Depreciable lives 2006 2005

42,458
Computer and communications equipment 308,370
Leasehold improvements
Capital lease equipment 17,333 14,705
Land, buildings, and improvements 144,820
Other Equipment 3,310

503,274
Less accumulated depreciation and 254,227 210,666

Total property and equipment, net
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 5. Indebtedness

In May 2002, the Company expanded its credit facility by entering into an unsecured credit agreement with a group of banks led by US 

 

 

2007 20,242
2008

34,612
2010
2011
2012 and thereafter 82,506

    207,633

(In thousands)
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 6. Interest Income (Expense)

7. Stock Options and Equity

stock options, restricted stock and performance shares, as well as other awards such as stock appreciation rights, phantom stock and 

well as other awards such as stock appreciation rights, phantom stock and performance unit awards which may be payable in the form of 

the lattice model are based on an equal weighting of implied volatilities from traded options on the Company’s shares and historical 

(In thousands) 2006 2005 2004

Interest income $  11,877  3,871  3,022

Interest expense  (12,574)

Interest expense, net $  (5,858)  (6,152)

2006 2005 2004

$  727,000  225,000

 —  —

 19,021,000  727,000  225,000

$  7,275,000  278,000  86,100
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persons who, as of the beginning of a purchase period under the Plan, have been continuously employed by the Company or its domestic 
subsidiaries for less than two weeks; (b) persons who, as of the beginning of a purchase period, own directly or indirectly, or hold options 

outstanding shares of all classes of Company Common Stock; and, (c) persons who are customarily employed by the Company for less 

 Participants may purchase Company 
 The purchase of the Company’s common stock is made through 

2006 2005 2004

Expected volatility
Expected term (in years)

2006 2005 2004

Fixed options
Number of 

shares

Weighted-
average 

exercise price
Aggregate 

intrinsic value
Number of 

shares

Weighted-
average 

exercise price
Number of 

shares

Weighted-
average 

exercise price

Outstanding at beginning of year   14,545,148    16,287,228   
 1,044,230  1,341,286  1,787,586    

Exercised  (1,352,318)   (2,165,034)    
Forfeited  (1,364,632)    
Outstanding at end of year  10,432,448    14,545,148   

    4,813,058     

Options outstanding Options exercisable

Range of 
exercise prices

Number 
outstanding 
at 12/30/06

Weighted-average 
remaining 

contractual life

Weighted-
average 

exercise price

Number 
exercisable at 

12/30/06

Weighted 
average 

remaining 
contractual life

Weighted-average 
exercise price

  2,750,478    1,784,766   

 3,238,541

 5,104
 10,432,448 years
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fair market value on the date of grant and vest provided the recipient has continuously served on the Board of Directors through such 

8. Foundations Retirement Plan

 

9. Income Taxes

Weighted-Average
Number of Grant Date

Nonvested stock Shares Fair Value

40,000 
21,000

(28,332)
Forfeited           
Outstanding at December 30, 2006 32,668

(In thousands)   2006  2005 2004

Federal 37,524
State  7,855  6,756
Foreign  (1,303)
Total current expense 55,867

Federal  6,586  1,712
State  (1,431)  (2,382)    174
Foreign  (1,528)

 8,646  (6,874)   

Total income tax expense  57,653 43,272
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assets are expected to be deductible, as well as the scheduled reversal of deferred tax liabilities, management believes it is more likely 

10. Related Party Transactions

11. Commitments

(In thousands) 2006 2005

Deferred Tax Assets

Accrued expenses  15,224   17,178
Separate return net operating losses    6,822

Other  4,336  3,633
Total deferred tax assets  34,878  27,633  

Deferred Tax Liabilities

Software development costs  (71,035)   (65,885)
Contract and service revenues and costs  (12,881)  (7,433)

 (17,138)
Other
Total deferred tax liabilities   (101,148)  

Net deferred tax liability  (66,270)  (64,813)

2006 2005 2004

Tax expense at statutory rates  58,640  47,335  37,772
 4,176  3,507

 1,551

Other, net  2,056  442

 57,653  43,272

(In thousands)
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12. Segment Reporting

by the geographic business segments consist of sales and client service expenses including salaries of sales and client service personnel, 

and expenses such as software development, marketing, general and administrative and depreciation that have not been allocated to the 

Years 

Aggregate 
minimum 

future 
payments 

2007 17,567
2008 15,615

12,387
2010 10,512
2011 10,154
2012 and thereafter 45,482

Operating Segments

2005 Domestic Global Other Total

Revenues 1,043,804 113,317  3,664 1,160,785

Cost of revenues 254,686
Operating expenses 765,663
Total costs and expenses 65,287  428,868

Operating earnings 517,610 48,030  (425,204) 140,436

Operating Segments

2004 Domestic Global Other Total

Revenues 862,276  62,426  1,654

Cost of revenues 187,114  7,582  1,652
Operating expenses 201,721  382,834 618,544
Total costs and expenses 388,835  41,571  384,486

Operating earnings 473,441  20,855  (382,832) 111,464

Operating Segments

2006 Domestic Global Other Total

Revenues 1,166,662 207,367 1,378,038

Cost of revenues 251,574  172
Operating expenses 308,085 107,571  505,245
Total costs and expenses  505,417 1,211,871

Operating earnings 607,003 60,572  (501,408) 166,167
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 13. Accrued Vacation Pay Adjustment

of 2004, the Company determined that the liability on the balance sheet relating to periods prior to 2004 was understated by 

Company understated the liability for accumulated vacation that could be used in subsequent periods by associates in excess of the 

14. Stock Split

The number of common shares issued and outstanding at December 31, 2005 previously presented in the Company’s 2005 Annual 

and statement of changes in equity noting the correct number of common shares issued and outstanding at December 31, 2005, 
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 15. Quarterly Results (unaudited)

Earnings
before income 

taxes
Net

earnings

Basic 
Earnings
per share 

Diluted 
Earnings
per shareRevenues

April 1  321,224  33,426  20,144
 330,572  23,873
 345,452  43,831  26,728

December 30 (2)

Total  1,378,038  167,544

April 2 (3)  262,354  12,520
 277,815

October 1 (4)  26,556
December 31  325,814  45,265  27,372

Total  1,160,785  135,244  86,251

(In thousands, except per share data)

Net 
earnings, 
net of tax Tax

Diluted 
Earnings
per share

April 1 

December 30

(In millions, except per share data)
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 Stock Price Performance Graph

Stock of the Company with the NASDAQ Composite Index (US Companies) (as calculated by The Center for Research in Security 

 The results of each component issuer of each group are weighted 
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 Annual Shareholders’ Meeting

Annual Report/10-K Report
Publications of interest to current and potential Cerner investors are available upon written request or via Cerner’s Web site at 

Cerner Corporation 
Investor Relations 
2800 Rockcreek Parkway 

Inquires of an administrative nature relating to shareholder accounting records, stock transfer, change of address and miscellaneous 

Transfer Agent and Registrar
Securities Transfer Division 
UMB Bank 
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Independent Accountants
 





World Headquarters
2800 Rockcreek Parkway

North Kansas City, MO, USA
64117-2551

816.221.1024 Phone
www.cerner.com

Worldwide
Australia
Belgium
Canada
France

Germany
Hong Kong

India
Malaysia

Singapore
Spain

United Arab Emirates
United Kingdom
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