2018 Cerner Corporation
Annual Shareholders’ Meeting

May 18, 2018

2018 Annual Shareholders’ Meeting
Cliff Illig

Vice Chairman and Co-Founder

Agenda
Welcome and Introductions

Cliff Illig
Vice Chairman and Co-Founder

Business Meeting

Marc Naughton
Executive Vice President & Chief Financial Officer

2017 Highlights

Zane Burke
President

Imperatives

Mike Nill
Executive Vice President & Chief Operating Officer

Innovation

Jeff Townsend
Executive Vice President & Chief of Innovation

Chairman's Comments

Brent Shafer
Chairman & Chief Exectutive Officer

Q&A
© Cerner Corporation. All rights reserved. All Cerner trademarks and logos are owned or licensed by Cerner Corporation and/or its affiliates. All other brand or product names are trademarks or registered marks of their respective owners.

3

Introductions
 Cerner Board Members in Attendance  Cerner Executive Presenters
•
•
•
•
•
•
•
•

Brent Shafer (Chairman)
Clifford W. Illig (Vice Chairman)
Gary E. Bisbee, PhD
Denis A. Cortese, MD
Mitchell E. Daniels, Jr.
Linda M. Dillman
Julie L. Gerberding, MD, MPH
William D. Zollars

 Auditors
• Dana Foote & Ryan Drigans
KPMG LLP

 Inspectors of Election

•
•
•
•

Marc Naughton, EVP & Chief Financial Officer
Zane Burke, President
Mike Nill, EVP & Chief Operating Officer
Jeff Townsend, EVP & Chief of Innovation

 Other Cerner Executives
•
•
•
•
•

Joanne Burns, SVP & Chief Strategy Officer
John Peterzalek, EVP, Worldwide Client Relationships
Randy Sims, EVP, Secretary & Chief Legal Officer
Don Trigg, SVP & President, Cerner Health Ventures
Julie Wilson, EVP & Chief People Officer

• Jim Allen and Scott Gootee
Stinson Leonard Street LLP
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Business Meeting
Marc Naughton

Executive Vice President and Chief Financial Officer

Administrative Items
 Record Date
•

Shareholders of record as of March 21, 2018 are entitled to vote.

 Notice of Meeting
•

Randy D. Sims, Secretary, has confirmed notice of meeting was properly given in accordance
with our bylaws.

 Quorum
•

The Inspectors of Election have confirmed a quorum is represented, either in person or by proxy.

 Voting
•
•

If you have not yet voted or turned in your proxy, the voting table is open and located outside the
auditorium.
Voting will close 10 minutes following the conclusion of this meeting.

 Agenda/Rules
•

We will follow the Agenda and Rules distributed at the registration table. Please see the
registration table if you did not receive a copy.
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Business Meeting – Order of Business
1) Election of two Class II Directors to a three-year term:
Mitchell E. Daniels, Jr.

Clifford W. Illig

2) Ratification of the appointment of KPMG LLP as the
independent registered public accounting firm of Cerner
Corporation for 2018

3) Advisory vote to approve the compensation of our Named
Executive Officers
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Business Meeting – Preliminary Results
 A preliminary tally of proxies and votes indicates:
 Agenda Item 1
• A majority of the votes cast, in person or by proxy, in favor of each Director nominee

 Agenda Item 2
• A majority vote in favor of the ratification of KPMG as Cerner Corporation’s
independent registered public accounting firm for the 2018 fiscal year

 Agenda Item 3
• A majority vote in favor of advisory approval of our Named Executive Officers’
executive compensation

 The final tally and verification of all votes will be completed by the Inspectors of
Election following the conclusion of this meeting and closing of the voting polls.
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Cautionary Statement Regarding Forward-Looking Statements
This presentation may contain forward-looking statements, including without limitation, those regarding projections of future revenues or earnings, operating
margins, operating and capital expenses, bookings, taxes, solution development and future business outlook, including new markets or prospects for Cerner’s
solutions or services. These forward-looking statements are based on management’s current beliefs, expectations and assumptions and are subject to significant
risks and uncertainties. Cerner’s performance, and actual results, financial condition or business could differ materially from those expressed in such forwardlooking statements. Factors that could cause or contribute to such differences include, but are not limited to:
(a) the possibility of significant costs and reputational harm related to product-related liabilities; (b) potential claims for system errors and warranties; (c) the possibility of
interruption at our data centers or client support facilities that could expose us to significant costs and reputational harm; (d) the possibility of increased expenses,
exposure to legal claims and regulatory actions and reputational harm associated with a cyberattack or other breach in our IT security; (e) our proprietary technology
may be subject to claims for infringement or misappropriation of intellectual property rights of others, or may be infringed or misappropriated by others; (f) potential
claims or other risks associated with relying on open source software in our proprietary software, solutions or services; (g) material adverse resolution of legal
proceedings; (h) risks associated with our global operations, including without limitation greater difficulty in collecting accounts receivable; (i) risks associated with
fluctuations in foreign currency exchange rates; (j) changes in tax laws, regulations or guidance that could adversely affect our tax position and/or challenges to our tax
positions in the U.S. and non-U.S. countries; (k) the uncertainty surrounding the impact of the United Kingdom’s vote to leave the European Union (commonly referred
to as Brexit) on our global business; (l) risks associated with the unexpected loss or recruitment and retention of key personnel or the failure to successfully develop and
execute succession planning to assure transitions of key associates and their knowledge, relationships and expertise; (m) risks related to our dependence on strategic
relationships and third party suppliers; (n) risks inherent with business acquisitions and combinations and the integration thereof into our business; (o) risks associated
with volatility and disruption resulting from global economic or market conditions; (p) significant competition and our ability to quickly respond to market changes and
changing technologies and to bring competitive new solutions, devices, features and services to market in a timely fashion; (q) managing growth in the new markets in
which we offer solutions, health care devices or services; (r) long sales cycles for our solutions and services; (s) risks inherent in contracting with government clients,
including without limitation, complying with strict compliance and disclosure obligations, navigating complex procurement rules and processes and defending against bid
protests; (t) risks associated with our outstanding and future indebtedness, such as compliance with restrictive covenants, which may limit our flexibility to operate our
business; (u) changes in accounting standards issued by the Financial Accounting Standards Board or other standard-setting bodies may adversely affect our financial
statements; (v) the potential for losses resulting from asset impairment charges; (w) changing political, economic, regulatory and judicial influences, which could impact
the purchasing practices and operations of our clients and increase costs to deliver compliant solutions and services; (x) non-compliance with laws, government
regulations or certain industry initiatives; (y) variations in our quarterly operating results; (z) potential variations in our sales forecasts compared to actual sales; (aa)
volatility in the trading price of our common stock and the timing and volume of market activity; and (bb) our directors’ authority to issue preferred stock and the antitakeover provisions in our corporate governance documents.
Additional discussion of these and other risks, uncertainties and factors affecting Cerner's business is contained in Cerner's filings with the Securities and
Exchange Commission. The reader should not place undue reliance on forward-looking statements, since the statements speak only as of the date that they are
made. Except as required by law, Cerner undertakes no obligation to update forward-looking statements to reflect changed assumptions, the occurrence of
unanticipated events or changes in our business, results of operations or financial condition over time. A reconciliation of non-GAAP financial measures
discussed in this presentation can be found in the Appendix to this presentation and Cerner’s most recent earnings release that was furnished to the SEC and
posted on the investor section of www.cerner.com.
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2017 Highlights
Zane Burke

President

2017 Highlights
• Bookings of $6.3B, up 16% over 2016
• Strength across all areas except technology resale
• Return of contributions from Works businesses
• Market share gains continue with over 50% win rate
• Contributions from key areas
• Population Health revenue up 20% to $292M
•
•

23% 5-year CAGR
Strong bookings driven by ability to add value in fee-for-service
(FFS) and at-risk models

• Cerner ITWorksSM revenue up 5% to $527M
• 34% 5-year CAGR
• 2017 growth impacted by weak 2016 bookings
• Strong 2017 bookings sets up good 2018 revenue growth

• Revenue Cycle revenue up 15% to $551M*
• 33% 5-year CAGR (22% excluding Health Services)
• Strength in base and with new clients
• Cerner RevWorksSM expected to drive very strong 2018 growth
*Revenue Cycle revenue reflects changes from previous reporting. It previously included managed services for the Health Services portion of Revenue Cycle. Prior years have also been adjusted.
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Acute Market Observations
Snapshot
•
•
•
•

Cerner & Epic remain recognized U.S. market leaders
Cerner also recognized as Non-U.S. market share leader
Added 475+ new facilities and 56,000+ beds 2015-2017
Recognized as specialty and continuum leader
• e.g. Behavioral health and post-acute markets

Replacement Market

Opportunities
• ~2,000 sites on legacy platforms
•
•
•
•

• Many are smaller, but some larger systems remain
State, Local, & Federal opportunities equivalent to dozens of IDNs
Tech-enabled services capabilities differentiate Cerner
• Can help clients address market pressure to control spending
• Cerner ITWorks, Cerner RevWorks, Value Creation Office
Population Health Management steadily ramping
• Cerner HealtheIntentSM relevant for FFS & value-based care environments
Industry consolidation
• Providers looking for scale and standardization
• Most recent announced transactions could create opportunity for Cerner
• Some mergers create Cerner HealtheIntent opportunity
• Supplier consolidation also creates opportunity

Source: HIMSS Analytics, Data as of February 2018
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Global Business: Over 30 Countries and 6 Continents

1,600+

2,200+

Client facilities located
outside the U.S.

Cerner associates
outside the U.S. & India

Office Location
Development Location

Global Market Share Leader
Global Vendors by Country

• Cerner is the #1 or #2
share leader in 10 of
11 global regions

• Market leader with
most HIMSS Level 6
and HIMSS Level 7
facilities

• Cerner works across
30+ countries today;
our primary
competitors are active
in 5-10
© Cerner Corporation. All rights reserved. All Cerner trademarks and logos are owned or licensed by Cerner Corporation and/or its affiliates. All other brand or product names are trademarks or registered marks of their respective owners.

14

Federal Business

DoD / VA by the Numbers
Department of Defense

Department of Veterans Affairs

9.4M

9.12M

eligible beneficiaries

total enrollees in VA
Health Care System

1,243
health care facilities

205,000+

306,000

health care professionals
and support staff

health care professionals
and support staff
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DoD / VA Status
Department of Defense
• Initial four sites complete
• Planned optimization efforts continue
• Broader deployment later this year

Department of Veterans Affairs
• Signed May 17, 2018
• $10B opportunity over 10 years

Total time providers spend in the EHR per
patient has decreased 23%
*60 days post conversion – Feb. ‘18
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Cerner’s Imperatives
Mike Nill

Executive Vice President and Chief Operating Officer

2018 Imperatives
• Corporate Imperatives
• Grow our High Performance
Enterprise
• Drive Client Value
• Accelerate Innovation

• Operational Imperatives
•
•
•
•
•

Drive Client Value
The New Middles
Continuous Advancement
Contextual, Intelligent Experiences
One Record, One Plan, One Bill

• Market Imperatives
• Revenue Cycle
• Consumer Solutions
• Veterans Affairs

© Cerner Corporation. All rights reserved. All Cerner trademarks and logos are owned or licensed by Cerner Corporation and/or its affiliates. All other brand or product names are trademarks or registered marks of their respective owners.
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Drive Client Value
• Creating value for our clients, in every single
interaction, is imperative to helping them advance and
sustain their business objectives and improve the
quality of care while lowering the cost at the same
time.

© Cerner Corporation. All rights reserved. All Cerner trademarks and logos are owned or licensed by Cerner Corporation and/or its affiliates. All other brand or product names are trademarks or registered marks of their respective owners.
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The New Middles
• Focused on the inefficient, friction-filled transactions that occur across
health care.
• Focused on Cerner’s unique opportunity to meaningfully scale health
care delivery resulting in cost containment and reduction for our clients.
• Example Middles

• National Provider Directory, National Nurse Directory, Health Plan
Directory, Complex Event Processing/Routing, National Formulary,
Supply Portal (EMR Driven Supply Chain), Referral-Driven Patient
Scheduling Engine, Quality Clearinghouse, Frictionless Transaction,
Physician Credentialing

© Cerner Corporation. All rights reserved. All Cerner trademarks and logos are owned or licensed by Cerner Corporation and/or its affiliates. All other brand or product names are trademarks or registered marks of their respective owners.
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Continuous Advancement
• Building a reliable, nimble and digitally orchestrated approach to
developing and delivering Cerner® solutions
• Automating testing and deployment
• Cloud-based delivery of our solutions enabling automatic deployment of updates

• Significant benefits to Cerner and client base
• Allows new innovation to be broadly deployed in days instead of months or years
• Lower cost of ownership
• Cerner speed to market

© Cerner Corporation. All rights reserved. All Cerner trademarks and logos are owned or licensed by Cerner Corporation and/or its affiliates. All other brand or product names are trademarks or registered marks of their respective owners.
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Contextual, Intelligent Experiences
• Leverage the power of data to discover new evidenced based
insights and workflow interventions that drive client value and
help achieve the quadruple aim.

• The limitations of manually curated configuration and build will
be replaced by automated, self-organizing experiences that
become smarter over time.

© Cerner Corporation. All rights reserved. All Cerner trademarks and logos are owned or licensed by Cerner Corporation and/or its affiliates. All other brand or product names are trademarks or registered marks of their respective owners.
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One Record, One Plan, One Bill
• Achieved through
convergence of core platforms
• Cerner Millennium®
• CareAware ®
• Cerner HealtheIntent
• Ability to capture data from
multiple sources across the
continuum

• Enables connected
communities

• Focus on optimal outcomes for
payers, providers and patients
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Cerner’s Innovation
Jeff Townsend

Executive Vice President and Chief of Innovation

Pursuing the next generation of health care intelligence

Descriptive

Diagnostic

Predictive

Prescriptive

26

Data learning & experiences
Amazon supply
chain

Video
Visits

Autocoding
Healthebots
Video
recognition

Document
Quality
Conversational
EMR

Exam room sensor data
28

In-room
sensors

Outputs
3D visual with skeletal “points”

Temporal audio data

Clinical concepts

29

Maureen, 63
heart attack
Visits Doctor’s office
Cardiac pathways model:
what is the best treatment plan
for this condition?

Home INR Predictor
how successful is their
home device? What is
the ongoing care plan?

AMI Readmissions Model
Is this patient ready for
discharge? What is our
readmission risk?

Cardiac Event

Cardiac Ischemia Predictor
what is the immediate risk of
another heart attack?
ED Congestion Model are
we prepared for this patient?
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Joey, 12
asthma

Enrollment in action plan
Patient identification
algorithm: Is this person
prone to exacerbations? What
are their risk factors?

Is the plan working?
Do we see a negative
trend in home recorded
results? Reminder to
use an inhaler
What negative
environmental
factors exist?
Remote monitoring
Is this member adhering
to the plan?

Visits are auto-scheduled, care
manager tasks are automated

First doctor’s visit
pediatrician prescribes next
steps in action plan, moderate
persistence pathway order

Will this person benefit from a
remotely monitored peak flow
device?

31

Socio-demographic
Psychological
Behavioral
Neighborhood

Expanding data collection

Precision Medicine

Triggering the Value Era
Revisiting the ABCs
2009 dollars and research: $500B

2020 opportunity:

The ABCs of
Systemic Healthcare
Reform

~$1T
IOM: $750B wasted in
2009 alone (B,C & D)

Adventist Health & Cerner partnership

Our journey

A trusted partnership for 17 years

40+ applications deployed across the system
Acute, Post Acute, Ambulatory, Revenue Cycle
Core Services - Remote Hosting, Application Support
Revenue Cycle Management
Value Creation Office

Partnership expansion – Aligned to Impact
Centered on alignment to AH 2020 Vision and beyond
Workforce alignment across Revenue Cycle and Clinical IT
Initial 3 year focus on driving value across clinical and business
operations - $400M
Achieving Top Quartile across Clinical and Business Operations
Achieving Top Decile performance across Clinical Quality
Revenue Cycle Management – revenue yield, cash acceleration, cost
to collect
Care Transformation – reducing variance and improving outcomes

IMPROVE QUALITY, MAKE HEALTH CARE MORE AFFORDABLE 36

The next wave of Innovation
is our ability to disrupt the status quo…
…Prescribe Applications like we prescribe
medications
…25% or more of your healthcare visits
will be virtual (won’t happen in a
healthcare facility)

…patient safety initiatives
achieve zero harm?

…applied Uber style demand/supply
approaches to staffing caregivers
…Health care runs at the

transaction costs of retail?

The next wave of Innovation
is our ability to disrupt the status quo…
…Prescribe Applications like we prescribe
medications
…25% or more of your healthcare visits
will be virtual (won’t happen in a
healthcare facility)

…patient safety initiatives
achieve zero harm?

…applied Uber style demand/supply
approaches to staffing caregivers
…Health care runs at the

transaction costs of retail?

to reduce costs by 25%+, provide same quality of care
regardless of zip code, redefine access/engagement

Chairman’s Comments
Brent Shafer

Chairman of the Board and Chief Executive Officer

30 years in health care, ~100 days at Cerner
40

Initial Observations
Client View
• Calls and visits with key clients (ongoing)
• Strategic nature and complexities of health IT are evident
• They like us, they need us, and they want us to help them go faster
Leadership Team & Culture
• World-class talent
• Significant founder influence; vision and entrepreneurial drive intact
• Associates are passionate about health care, have deep knowledge, and enjoy
complexity
Cerner Position & Strategy
• Examining markets, growth opportunities and portfolio
• Cerner has the platforms, data and DNA to change health care
41

Cerner Key Themes
Clients

Friction

Government

Predictable results,
profitable growth

Talent. Process. Brand.
42
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OUR MISSION

To contribute to the systemic
improvement of health care delivery
and the health of communities.

Q&A

Closing
Since there is no further business, the 2018
Annual Shareholders’ Meeting of Cerner
Corporation is hereby closed.
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Appendix – Reconciliation of GAAP to non-GAAP financial measures
We report our financial results in accordance with accounting principles generally accepted in the
United States of America ("GAAP"). However, we supplement our GAAP results with certain nonGAAP financial measures, which we believe enable investors to better understand and evaluate
our ongoing operating results and allows for greater transparency in the review and
understanding of our overall financial, operational and economic performance. These non-GAAP
financial measures are not meant to be considered in isolation, as a substitute for, or superior to
GAAP results and investors should be aware that non-GAAP measures have inherent limitations
and should be read only in conjunction with Cerner's consolidated financial statements prepared
in accordance with GAAP. These non-GAAP measures may also be different from similar nonGAAP financial measures used by other companies and may not be comparable to similarly titled
captions of other companies due to potential inconsistencies in the method of calculations. We
provide the measures of adjusted operating earnings, adjusted net earnings and adjusted diluted
earnings per share as such measures are used by management, along with GAAP results, to
analyze Cerner's business, make strategic decisions, assess long-term trends on a comparable
basis, and for management compensation purposes. We provide the measure of free cash flow
as such measure takes into account certain capital expenditures necessary to operate our
business. Free cash flow is used by management, along with GAAP results, to analyze our
earnings quality and overall cash generation of the business.
Any future period guidance in this presentation includes adjustments for items not indicative of
our core operations, which may include without limitation share-based compensation expense
and acquisition-related expenses, such as integration expenses, and may be affected by
changes in ongoing assumptions and judgments relating to our acquired businesses, and may
also be affected by nonrecurring, unusual or unanticipated charges, expenses or gains, all of
which are excluded in the calculation of non-GAAP adjusted operating earnings, adjusted net
earnings and adjusted diluted earnings per share. The exact amount of these adjustments are
not currently determinable, but may be significant. It is therefore not practicable to reconcile this
non-GAAP guidance to the most comparable GAAP measures.
Please see the accompanying table for a reconciliation of GAAP results to non-GAAP financial
measures.

Reconciliation of GAAP Results to Non-GAAP Results*
Adjusted Operating Earnings
($ in millions)

Operating earnings (GAAP)
Share-based compensation expense
Health Services acquisition-related amortization
Acquisition-related deferred revenue adjustment
Other acquisition-related adjustments
Voluntary separation plan expense
Adjusted Operating Earnings (non-GAAP)

Adjusted Net Earnings and Adjusted Diluted
Earnings Per Share
($ in millions, except per share data)

Net earnings (GAAP)

2016

2017

Operatin Operatin
g
g Margin

Operatin Operatin
g
g Margin

$

911
81
81
20
4
36
$ 1,133

23.6%

$

960
89
83
17
0
0
$ 1,150

18.7%

22.4%

2016
Diluted
Net
Earnings
Earnings Per Share

2017
Diluted
Earnings
Net
Earnings Per Share

$

$

Pre-tax adjustments for Adjusted Net Earnings:
Share-based compensation expense
Health Services acquisition-related amortization
Acquisition-related deferred revenue adjustment
Other acquisition-related adjustments
Voluntary separation plan expense
After-tax adjustments for Adjusted Net Earnings:
Income tax effect of pre-tax adjustments
Share-based compensation permanent tax items
Tax Reform Impact
Adjusted Net Earnings (non-GAAP)

19.0%

$

636

$

1.85

867

81
81
20
4
36

89
83
17
0
0

(68)
-

(54)
(63)
(135)

790

$

2.30

$

805

$

2.57

$

2.38

Free Cash Flow
($ in millions)

2016**

2017

Cash flows from operating activities (GAAP)
Capital purchases
Capitalized software development costs
Free Cash Flow (non-GAAP)

$ 1,246
(459)
(294)
$ 493

$ 1,308
(362)
(274)
$ 671

Cash flows from investing activities (GAAP)

$

(790)

$ (1,006)

Cash flows from financing activities (GAAP)

$

(677)

$

(111)

*More detail on these adjustments and management's use of non-GAAP results is in our most recent Form 10-K and our current
reports on Form 8-K.
**The 2016 free cash flow presentation has been recast to reflect a new accounting standard (related to share-based
compensation) adopted by the Company in Q1 2017.
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