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(State or other jurisdiction of
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(I.R.S. Employer
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222 Merchandise Mart Plaza, Suite 2024, Chicago, IL 60654
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(Registrant�s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:

Title of Each Class: Name of Each Exchange on which Registered
Common Stock, par value $0.001 per share The NASDAQ Stock Market LLC

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.    Yes  x    No  ¨

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or section 15(d) of the Exchange
Act.    Yes  ¨    No  x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding twelve months (or for such shorter period that the registrant was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant�s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form
10-K or any amendment to this Form 10-K.    ¨

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See definition of �accelerated filer�, �large accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer  x Accelerated filer  ¨ Non-accelerated filer  ¨ Smaller reporting company  ¨
Indicate by check mark whether the registrant is a shell company (as defined in Exchange Act Rule 12b-2).    Yes  ¨    No  x

The aggregate market value of the voting and non-voting common stock held by non-affiliates of the registrant based upon the closing sale price
of the Common Stock on June 30, 2007, the last business day of the registrant�s most recently completed second fiscal quarter, as reported by
Nasdaq National Market, was approximately $1,416,900,000.

The number of outstanding shares of the registrant�s Common Stock as of February 15, 2008 was 56,908,319.
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Documents Incorporated by Reference: Portions of the Proxy Statement for the 2008 annual stockholders� meeting are incorporated by reference
into Part III.
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Allscripts Healthcare Solutions, Inc. was incorporated in the state of Delaware. In this report, �we,� �us,� �our� and �Allscripts� refer to Allscripts
Healthcare Solutions, Inc. and its wholly owned subsidiaries as of December 31, 2007, unless the context indicates otherwise. Our trademarks or
service marks include Allscripts with logo®, EmSTAT�, Physician Relationship Management Platform�, HealthMatics®, Impact.MD®, Physicians
Interactive®, TouchChart�, TouchScript®, TouchWorks®, NEPSISM, Canopy® and eRx NOW�. Other trademarks, service marks and trade names
referred to in this report, or documents incorporated or incorporated by reference herein or therein, are the property of their respective owners.

Safe Harbor for Forward-Looking Statements

This report contains forward-looking statements that involve risks and uncertainties, including those discussed under the caption �Risk Factors.�
We develop forward-looking statements by combining currently available information with our beliefs and assumptions. These statements relate
to future events, including our future performance, and some of these statements can be identified by the use of forward-looking terminology
such as �believe,� �expect,� �anticipate,� �intend,� �contemplate,� �seek,� �plan,� �estimate,� �will,� �may,� �should� and the negative or other variations of those terms
or comparable terminology or by discussion of strategy, plans or intentions. Forward-looking statements do not guarantee future performance,
which may be materially different from that expressed in, or implied by, any such statements. You should not rely upon these statements as
facts.

We make these statements under the protection afforded by Section 27A of the Securities Act of 1933, as amended, and Section 21E of the
Securities Exchange Act of 1934, as amended. Because we cannot predict all of the risks and uncertainties that may affect us, or control the ones
we do predict, these risks and uncertainties can cause our results to differ materially from the results we express in our forward-looking
statements. We undertake no obligation to, and expressly disclaim any such obligation to, update or revise any forward-looking statements to
reflect changed assumptions, the occurrence of anticipated or unanticipated events, changes to future results over time or otherwise.
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PART I

Item 1. Business

Company Overview

Allscripts Healthcare Solutions, Inc. is a leading provider of clinical software, connectivity and information solutions that physicians use to
improve the quality of healthcare. Our businesses provide innovative solutions that inform physicians with just right, just in time information,
connect physicians to each other and to the entire community of care, and transform healthcare, improving both the quality and efficiency of
care. The software and related services segment of our business provides clinical software solutions, including electronic health record (�EHR�),
electronic prescribing (�e-prescribing�), practice management, emergency department information system (�EDIS�), hospital care management
solutions, and document imaging solutions. Our information services segment, through our Physicians Interactive business unit, provides clinical
education and information solutions for physicians and patients. The prepackaged medications segment of our business provides prepackaged
medication fulfillment solutions, which includes both medications and software for dispensing and inventory control.

On December 31, 2007, we acquired Extended Care Information Network, Inc. (�ECIN�), a privately held company and leading provider of
hospital care management and discharge planning software. The ECIN acquisition combines two industry leaders in care management and
enables Allscripts to connect another key component of the healthcare delivery system�the exchange of patient information between hospital case
managers, physicians outside the hospital, and the growing number of post-acute care facilities nationwide. ECIN�s web-based �software as a
service� solutions automate and streamline the entire care management process in hospitals, from admission through discharge, resulting in
increased productivity, improved patient throughput and better outcomes. ECIN has a client base of more than 500 hospitals and nearly 5,500
post-acute care facilities�nursing homes, assisted living and other facilities to whom hospitals refer patients in need of long-term care or
short-term residential-based rehabilitation. Along with Allscripts existing Canopy care management solution, the acquisition gives us one of the
largest installed bases of care management clients in the nation, with nearly 700 combined hospitals, as well as one of the largest networks of
post-acute care facilities. Both care management solutions are deployed using an application service provider (ASP) model designed for rapid
implementation with minimal use of hospital IT support staff.

Clinical Solutions

EHR/Practice Management Physician Practice Solutions. EHR solutions automate the collection and management of clinical data, allowing
physician practice groups to enter, organize, and effectively utilize secure patient chart information at the point of care. EHR solutions also
streamline practice-wide clinical workflow and communication and help physicians manage lab orders, results and other data. EHR solutions can
improve healthcare quality and reduce costs by preventing medical errors, reducing paperwork and reducing administrative inefficiencies.
Practice management systems automate administrative workflow, including scheduling, patient billing and collection and claims management.
Practice management systems improve the efficiency of operations within a physician practice, particularly the financial aspects of the practice
related to billing and reimbursement.

Hospital Emergency Department Solutions. Hospital emergency department information systems automate emergency room processes,
including patient registration, triage, tracking and reporting. Hospital emergency department information systems enable hospitals to better
manage patient flow and emergency department activity.

Hospital Care Management Solutions. Hospital care management programs automate processes related to case management, quality
management and utilization management. Care management programs help hospitals manage length of stay, billing and claims processing, and
patient care resources. The benefits of these solutions
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to hospitals include enhanced financial performance and improved patient outcomes. We believe there is relatively low penetration of care
management solutions in the hospital market, and that there is a significant opportunity for us to penetrate this market. Another key element of
the care management process is arranging for the transfer of patients to post-acute facilities. We believe that there is a significant opportunity for
our ECIN clinical information solutions within this market, in part because the federal government and other stakeholders are moving towards
requiring the automation of Medicare patient information exchanged between hospitals and the providers to whom they refer discharged
patients.

Physicians Interactive

Clinical education and information solutions programs link physicians with pharmaceutical companies, medical product suppliers and health
plans through e-mail, surveys, and online interactive programs. These web-based programs, often referred to as e-Detailing, use interactive
sessions to provide product information and clinical education to physicians. Pharmaceutical companies leverage e-Detailing to assist in the
marketing and sales efforts for their products. We believe that there is a significant opportunity for our clinical education and information
solutions within this market. We believe that one of the drivers in this market is the growing need for pharmaceutical companies to communicate
with physicians in more efficient and cost-effective ways. As more physicians access online resources, we believe that pharmaceutical
companies are increasingly seeking to communicate with physicians directly through this highly effective channel. Our physicians interactive
business unit offers electronic marketing and educational programs to pharmaceutical companies, and delivers these programs to a network of
physicians nationwide through an interactive web-based platform.

Medication Solutions

The market for the sale of prepackaged medications to physicians for on-site dispensing includes medications distributed for occupational health,
workers compensation, urgent care and bariatric facilities. On-site dispensing offers provider organizations an opportunity to improve financial
performance by adding an incremental source of revenue and reducing expenses related to prescription transmission, billing and processing.
From a patient perspective, the dispensing of medications at the point of care provide an increased level of convenience, privacy and treatment
compliance, whether in the physician�s office, at a clinic or at the patient�s place of employment.

Our Competitive Strengths

We believe that the following competitive strengths are the keys to our success:

First-Class Technologies That Enable Industry-Leading Solutions

We have been an innovator in the development and adoption of clinical solutions. We believe our clinical solutions provide the following
advantages:

� Accessibility. Physicians can instantly access our web-based clinical solutions from a variety of locations, including the exam room,
hospital, office or home. With our EHR solutions, physicians can easily perform such important tasks as dictation and charge
capturing in an offline mode and immediately transfer those files once reconnected to the network. Our solutions run on personal
digital assistants, tablet PCs, desktop workstations and other wireless devices.

� Connectivity. Our clinical solutions connect physicians to the valuable, objective information they need prior to, during and after the
care process, enabling physicians to provide higher quality care and do so more cost effectively. We also provide efficiency to other
participants in the care continuum by linking them to the physician.

� Paperless Innovation. Our document imaging and scanning solutions allow even the largest organizations to manage information and
documentation in a paperless environment and provide optical character recognition technology to rapidly retrieve information within
the EHR.
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� Wireless Leadership. Using wireless handheld devices or desktop workstations, we believe that we have accelerated the use in
healthcare of a wireless platform, automating all of the most common physician activities, including prescribing, capturing charges,
dictating, ordering lab tests, viewing lab results, providing patient education and taking clinical notes.

� Interoperability. Our products are designed to operate with existing installed systems, in both ambulatory and acute settings.

� Modularity. The ability to implement individual modules of certain of our solutions enables physicians to start with the tools that
solve their most pressing needs and provides an opportunity for a rapid return on investment.

� Award-Winning and Certified Solutions. Our clinical software solutions have garnered numerous industry accolades and honors. In
2007, the prestigious KLAS Top 20: Year-End 2007 Report, a closely watched industry measure of product and service performance,
ranked Allscripts TouchWorks Electronic Health Record (EHR) first among EHR applications for practices with between 26 and 100
physicians. Allscripts HealthMatics ED emergency department information system (EDIS) and HealthMatics EHR also ranked highly,
placing Allscripts in the top three in the major segments in which it competes. Our TouchWorks and HealthMatics EHRs are certified
by the Certification Commission for Healthcare Information Technology (�CCHIT�) and our e-prescribing solutions have attained
SureScripts advanced certification for pharmacy interoperability. Also, in 2007, Fortune Magazine named Allscripts 23rd among the
fastest growing companies in the nation, one of only seven companies in the healthcare sector. Likewise, in 2007, one Allscripts
customer was recognized as HIMSS Physician of the Year and two customers received Malcolm Baldridge Quality Award, America�s
highest honor for performance excellence.

Significant Installed Base

Over 40,000 physicians and thousands more healthcare professionals in over 4,000 clinics and 700 hospitals nationwide have selected our EHR
and hospital-based solutions. Our significant installed base, including some of the country�s most prestigious medical groups and hospitals in the
nation, serves as a reference source for our prospective clients who are interested in purchasing an EHR or hospital solution.

Breadth of Product and Service Offering

We are a leading provider of clinical software, connectivity and information solutions that physicians use to improve the delivery and quality of
healthcare. Our suite of clinical software solutions includes electronic health records, e-prescribing, and personal health records, encompassing
virtually all of the most common functions performed by a physician at the point of care. Our product offerings also include an integrated
practice management solution for physician groups, as well as EDIS for hospital emergency departments, and care management solutions for
hospitals.

Sales and Marketing

We have experienced sales executives with extensive industry expertise. In the clinical solutions business unit, we primarily sell directly to our
customers through our sales force. We also have targeted direct sales forces for our physicians interactive and our medication services business
units. As of December 31, 2007, we employed 146 full-time sales and marketing employees.

Products and Services

Clinical Solutions

Our clinical solutions business units provide the following clinical software solutions:

� TouchWorks Electronic Health Record is an award-winning EHR solution designed to enhance physician productivity using Tablet
PCs, wireless handheld devices, or a desktop workstation for the

4

Edgar Filing: ALLSCRIPTS HEALTHCARE SOLUTIONS INC - Form 10-K

Table of Contents 7



Table of Contents

purpose of automating the most common physician activities, including prescribing, dictating, ordering lab tests and viewing results,
documenting clinical encounters and capturing charges, among others. TouchWorks has the functionality to handle the complexities of
large physician practices, while also addressing the needs of mid-sized physician practice groups. Our Touchworks EHR is certified
by CCHIT.

� TouchWorks PM is a practice management system that streamlines administrative aspects of physician practices, including patient
scheduling, electronic remittances, electronic claims submission and electronic statement production. This system also provides
multiple resource scheduling, instant reporting and referral tracking. Our electronic data interchange solution facilitates statement
management processing, claims management processing, electronic remittances and appointment reminders.

� HealthMatics EHR is an electronic health record solution targeted at small to mid-sized physician practice groups. Like our
TouchWorks EHR, this solution automates the most common physician activities, such as prescribing, clinical reporting, ordering lab
tests and viewing results, and capturing charges. We also offer a disaster recovery solution that safeguards data and provides remote
application access in the event of a failure at the primary system site. Our HealthMatics EHR is also certified by CCHIT.

� HealthMatics Ntierprise is a practice management system that streamlines administrative aspects of physician practices, including
patient scheduling, electronic remittances, electronic claims submission and electronic statement production. This system, which
provides the engine for TouchWorks Practice Management, also provides multiple resource scheduling, instant reporting and referral
tracking. Our electronic data interchange solution facilitates statement management processing, claims management processing,
electronic remittances and appointment reminders.

� TouchScript is an e-prescribing solution that physicians can access via the Internet to quickly, safely and securely prescribe
medications, check for drug interactions, access medication histories, review drug reference information and send prescriptions
directly to a pharmacy or mail order facility. TouchScript can be a starting point for medical groups to seamlessly transition over time
to a complete EHR.

� eRx NOW is an easy-to-use, web-based e-prescribing solution that is safe, secure, requires no downloading and no new hardware. The
eRx NOW solution offers all of the functionality of TouchScript in an Application Service Provider (�ASP�) model that is accessible by
the Internet on computers, handheld devices and cell phones. The software is being offered free of charge to every prescriber in
America in furtherance of the National ePrescribing Patient Safety Initiative, a collaborative initiative introduced and led by us to
enhance patient safety and reduce preventable medication errors. Like TouchScript, eRx NOW can be a starting point for medical
groups to seamlessly transition over time to a complete EHR.

� Impact.MD provides an electronic repository for all patient record information including patient charts, office notes, lab results,
explanation of benefits and referral letters among other paper based documents. As with TouchScript and eRx NOW, Impact.MD can
be a starting point for medical groups seeking to seamlessly transition over time to a complete EHR.

� HealthMatics ED and EmSTAT are emergency department information systems designed to manage patient flow through the
emergency department by tracking patient location, activity and outstanding orders and procedures. These solutions guide emergency
clinicians in entering consistent, complete and efficient documentation on patients and provide shareable, real-time, mobile access to
patient information from registration to discharge.

� Canopy is a web-based software solution that streamlines the patient care management process. Canopy automates utilization, case,
discharge and quality management processes relating to patient hospital visits. These systems are based on an ASP model designed to
provide ease of use and minimal IT staff involvement at the hospital.
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� ECIN, like Canopy, automates the patient utilization and case management processes for hospitals while generating an immediate
return on investment by improving length of stay and revenue recovery. ECIN also improves hospital throughput by automating
patient referrals to post acute-care facilities, eliminating costly, manual communications. Additionally, extended-care providers benefit
from ECIN by electronically receiving referrals from hospitals, and electronically communicating their ability to accept the patient.
We intend to combine the best elements of Canopy and ECIN in a new Allscripts Care Management product.

Physicians Interactive

Our physicians interactive business unit provides the following key solutions:

� Physicians Interactive is a web-based solution that connects physicians with pharmaceutical companies, medical device
manufacturers and biotech companies. One element of this solution, often referred to as e-Detailing, uses interactive sessions to
provide clinical education and information to physicians about medical products and disease states. This promotes more informed
decision-making, increased efficiency and ultimately higher quality patient care. Other elements of the Physicians Interactive offerings
include e-surveys, clinical updates, resource centers, key opinion leader materials and other physician relationship management
services.

� Physician Relationship Management Platform (�PRMP�) provides pharmaceutical companies with a turnkey system to build an
electronic dialogue and manage ongoing relationships with physicians. The PRMP incorporates a full suite of online tools, including
campaign management, physician communication and education and sample and sales representative requests, as well as e-Detailing
opportunities. All of these tools are driven through a sophisticated physician-centric database that dynamically delivers customized
information according to physician preferences.

Medication Services

Our medication services business unit provides point-of-care medication management and medical supply solutions for physicians and other
healthcare providers. With approximately 9,000 physician customers nationwide, our solutions enable physician groups, including occupational
health, workers compensation, urgent care and bariatric facilities, to dispense medications at the point of care. Our medication repackaging
solutions offer provider organizations an opportunity to improve financial performance by adding an incremental source of revenue and reducing
expenses related to prescription transmission, billing and processing. From a patient perspective, our medication repackaging solutions provide
an increased level of convenience, privacy and treatment compliance.

Research and Development

As of December 31, 2007, we had 209 employees in research and development. In addition, we engage the services of approximately 67
dedicated development professionals in India. The primary purposes of our research and development groups are to develop new features and
enhancements to our respective solutions, ensure that our solutions comply with continually evolving regulatory requirements and create
additional opportunities to connect our systems to the healthcare community.

For the year ended December 31, 2007, we spent approximately 12% of our software and services revenue on related research and product
development. Our clinical solutions business unit capitalizes software development costs incurred from the time technological feasibility of the
software is established until the software is available for general release. Non-capitalizable research and development costs and other computer
software maintenance costs related to software development are expensed as incurred.
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Competition

The market for our products and services is fragmented, intensely competitive and is characterized by rapidly evolving industry standards,
technology and user needs and the frequent introduction of new products and services. Some of our competitors may be more established,
benefit from greater name recognition and have substantially greater financial, technical, and marketing resources than us. We compete on the
basis of several factors, including:

� breadth and depth of services;

� reputation;

� reliability, accuracy and security;

� client service;

� price; and

� industry expertise and experience.
Clinical Solutions

Our industry is intensely competitive and rapidly evolving in terms of both technology and product standards. There are numerous companies
that offer EHR and practice management products and the marketplace remains fragmented. We face competition from several types of
organizations, including providers of practice management solutions, ambulatory and acute EHR solutions and enterprise-wide application
solutions.

Our key competitors in the EHR and practice management markets include Athenahealth Inc.

Cerner Corporation, eClinicalWorks Inc., Eclipsys Corp, Epic Systems Corporation, GE, iMedica Corporation, McKesson Corporation, Misys
Healthcare Systems, Picis, Inc., Quality Systems,Inc., Sage Software, Inc., The Trizetto Group, Inc., and Wellsoft Corporation.

Our key competitors in the EDIS market include MedHost, Meditech, Picis and WellSoft. In the care management market, primary competitors
include eDischarge, Maxsys Ltd., Meditech, Midas+ and ProviderLink.

New safe harbors to the federal Anti-Kickback Statute and corresponding exceptions to the federal Stark law may alter the competitive
landscape, as such new safe harbors and exceptions allow hospitals and certain other donors to donate certain items and services used in
electronic prescription systems and electronic health records systems. These new safe harbors and exceptions are intended to accelerate the
adoption of electronic prescription systems and electronic health records systems, and therefore provide new and attractive opportunities for us
to work with hospitals and other donors who wish to provide our clinical solutions to physicians. At the same time, such safe harbors and
exceptions may result in increased competition from providers of acute EHR solutions, whose hospital customers may seek to donate their
existing acute EHR solutions to physicians for use in ambulatory settings. However, as of December 31, 2007, we have not experienced
significant competition from acute EHR solutions, as physician groups seem to prefer an EHR designed specifically for the ambulatory market.

Physicians Interactive

We compete with several types of organizations, including clinical information and education providers, such as disease state management
companies, full service e-marketing companies, companies who provide e-Detailing software, and the in-house efforts of our clients, including
health plans, pharmacy benefit managers and pharmaceutical companies. Our key competitors include Aptilon Inc., Dendrite International, Inc.,

Edgar Filing: ALLSCRIPTS HEALTHCARE SOLUTIONS INC - Form 10-K

Table of Contents 11



Lathian Systems, Inc., Quintiles Transnational Corp. Ventiv Health, Inc. and WebMD Corporation.

7

Edgar Filing: ALLSCRIPTS HEALTHCARE SOLUTIONS INC - Form 10-K

Table of Contents 12



Table of Contents

Medication Services

Our competitors include other medication repackaging service and bulk pharmaceutical distributors. Our key competitors in this segment include
Cardinal Health, Inc., Dispensing Solutions, Inc., DRx (a wholly owned subsidiary of Purkinje, Inc.), McKesson Corporation, PD-Rx
Pharmaceuticals, Inc., Pharmapac, Physicians Total Care, Inc., Southwood Pharmaceuticals, Inc. and various other regional distributors.

Strategic Alliances

Our key strategic relationships include the following:

� IDX. We have a strategic alliance agreement with IDX and General Electric (�GE�) that was entered into with IDX in January 2001 and
amended on January 18, 2006. The amended agreement with IDX and GE, which runs through July 2012, supports the ongoing
integration and compatibility of the Allscripts and IDX products.

� Medem. Allscripts has a strategic partnership with Medem, Inc., a physician-patient communications network, founded and governed
by the American Medical Association and 45 leading medical societies. Allscripts and Medem collaborate on distribution and
expansion of interactive e-health solutions to physicians and their patients, with a focus on secure personal health records for patients,
connecting to selected information from Allscripts� electronic health record and e-prescribing solutions. Medem also provides personal
interactive health records for patients, customizable web sites for physician practices with integrated HIPAA-compliant secure email,
fee-based online clinical consultation software, and trusted, award-winning clinical content from America�s leading medical societies.

Employees

As of December 31, 2007, we employed 1,155 persons on a full-time basis, including 236 in customer service and support, 146 in sales and
marketing, 57 in production and warehousing, 209 in product development, 333 in product deployment, and 174 in general and administrative.
None of our employees is covered by a collective bargaining agreement or is represented by a labor union.

Backlog

At December 31, 2007 and 2006, our aggregate backlog for our software and information services segments totaled approximately $275 million
and $211 million, respectively. Approximately $97 million to $102 million of our ending 2007 backlog is not expected to be realized during
2008. Our backlog information excludes our prepackaged medications segment due to the short-term nature of a prepackaged medication order
and also excludes contracted maintenance beyond a twelve month horizon.

Financial Information About Segments

Financial information about our three segments is described in Part II, Item 7 �Management�s Discussion and Analysis of Financial Condition and
Results of Operations.�

Available Information

Our website address is www.allscripts.com. Information on our website is not incorporated by reference herein. Copies of our annual reports on
Form 10-K, quarterly reports on Form 10-Q and current reports on Form 8-K and any amendments to those reports, as well as Section 16 reports
filed by our insiders, are available free of charge on our website as soon as reasonably practicable after we file the reports with, or furnish the
reports to, the Securities and Exchange Commission.
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Item 1A. Risk Factors

You should carefully consider the risks and uncertainties described below and other information in this report. These are not the only risks and
uncertainties that we face. Additional risks and uncertainties that we do not currently know about or that we currently believe are immaterial
may also harm our business operations. If any of these risks or uncertainties occurs, it could have a material adverse effect on our business.

Risks Related to Our Business

If physicians and hospitals do not accept our products and services, or delay in deciding whether to purchase our products and services,
our business, financial condition and results of operations will be adversely affected.

Our business model depends on our ability to sell our products and services. Acceptance of our products and services requires physicians and
hospitals to adopt different behavior patterns and new methods of conducting business and exchanging information. We cannot assure you that
physicians and hospitals will integrate our products and services into their workflow or that participants in the healthcare market will accept our
products and services as a replacement for traditional methods of conducting healthcare transactions. Achieving market acceptance for our
products and services will require substantial sales and marketing efforts and the expenditure of significant financial and other resources to
create awareness and demand by participants in the healthcare industry. If we fail to achieve broad acceptance of our products and services by
physicians, hospitals and other healthcare industry participants or if we fail to position our services as a preferred method for information
management and pharmaceutical healthcare delivery, our business, financial condition and results of operations will be adversely affected.

If we are unable to successfully integrate businesses we acquire, our ability to expand our product and service offerings and our
customer base may be limited.

In order to expand our product and service offerings and grow our business by reaching new customers, we may continue to acquire businesses
that we believe are complementary. The successful integration of acquired businesses, including ECIN and A4, is critical to our success. Such
acquisitions, including both the ECIN and A4 acquisitions, involve numerous risks, including difficulties in the assimilation of the operations,
services, products and personnel of the acquired company, the diversion of management�s attention from other business concerns, entry into
markets in which we have little or no direct prior experience, the potential loss of the acquired company�s key employees and our inability to
maintain the goodwill of the acquired businesses. If we fail to successfully integrate acquired businesses or fail to implement our business
strategies with respect to these acquisitions, we may not be able to achieve projected results or support the amount of consideration paid for such
acquired businesses.

The successful implementation of our acquisition strategy depends on our ability to identify suitable acquisition candidates, acquire companies
on acceptable terms, integrate their operations and technology successfully with our own and maintain the goodwill of the acquired business. We
are unable to predict whether or when any prospective acquisition candidate will become available or the likelihood that any acquisition will be
completed. Moreover, in pursuing acquisition opportunities, we may compete for acquisition targets with other companies with similar growth
strategies. Some of these competitors may be larger and have greater financial resources than we have. Competition for these acquisition targets
could also result in increased prices of acquisition targets.

Our business will be harmed if we are unable to enter into and maintain relationships with IDX customers.

In 2001, we entered into a 10-year strategic alliance agreement with IDX pursuant to which we and IDX agreed to coordinate product
development and align our respective marketing processes. Under this agreement,

9

Edgar Filing: ALLSCRIPTS HEALTHCARE SOLUTIONS INC - Form 10-K

Table of Contents 14



Table of Contents

IDX had granted us the exclusive right to market, sell, license and distribute ambulatory point-of-care and clinical EHR solutions to IDX
customers. On January 4, 2006, IDX was acquired by GE and on January 18, 2006, we, IDX and GE amended and restated our strategic alliance
agreement. Under this amended agreement, the exclusivity provisions of the original agreement were modified such that, in addition to our
solutions, GE may market its Centricity electronic health record ambulatory solution to IDX customers. These exclusivity provisions expired on
July 18, 2007 and IDX is no longer required to market our solutions to its customers. We have historically generated a significant portion of our
bookings from IDX customers. If we are unable to compete effectively against the Centricity product or are otherwise unable to maintain sales to
IDX customers at the levels we have historically experienced, our revenues may decrease and our results of operations may be significantly
harmed.

Under the amended agreement, we and IDX will continue to cooperate with respect to installation and implementation of one another�s products
for common IDX and Allscripts customers and in the provision of customer support services to ensure that such products remain interoperable.
If the amended agreement is terminated for any reason, or if IDX and GE were to fail to fulfill their obligations under the amended agreement,
we would lose the benefits of the amended agreement, which could harm our business, financial condition and results of operations.

We also have a cross license and software maintenance agreement with IDX pursuant to which we granted IDX a non-exclusive, non-cancelable
and non-terminable license to use, market and sublicense certain of our software combined with IDX products, and IDX granted us a
non-exclusive, non-cancelable and non-terminable license to use, market and sublicense certain IDX software for use with our products. If the
amended agreement is terminated, we will not have access to certain IDX software, harming our ability to integrate our services with IDX
systems and provide real-time data synchronization. This may make our systems less desirable to IDX customers and could harm our business,
financial condition and results of operations.

It is difficult to predict the sales cycle and implementation schedule for our healthcare software solutions and physician education
services.

The duration of the sales cycle and implementation schedule for our healthcare software solutions and physician education services depends on a
number of factors, including the nature and size of the potential customer and the extent of the commitment being made by the potential
customer, which is difficult to predict. Our sales and marketing efforts with respect to hospitals and large healthcare organizations generally
involve a lengthy sales cycle due to these organizations� complex decision-making processes. Additionally, in light of increased government
involvement in healthcare, and related changes in the operating environment for healthcare organizations, our current and potential customers
may react by curtailing or deferring investments, including those for our services. If potential customers take longer than we expect to decide
whether to purchase our solutions, our selling expenses could increase and our revenues could decrease, which could harm our business,
financial condition and results of operations. If customers take longer than we expect to implement our solutions, our recognition of related
revenue would be delayed, which would adversely affect our business, financial condition and results of operations.

Competition for our employees is intense, and we may not be able to attract and retain the highly skilled employees we need to support
our business.

Our ability to provide high-quality services to our clients depends in large part upon our employees� experience and expertise. We must attract
and retain highly qualified personnel with a deep understanding of the healthcare and healthcare information technology industries. We compete
with a number of companies for experienced personnel and many of these companies, including clients and competitors, have greater resources
than we have and may be able to offer more attractive terms of employment. In addition, we invest significant time and expense in training our
employees, which increases their value to clients and competitors who may seek to recruit them and increases the costs of replacing them. If we
fail to retain our employees, the quality of our services could diminish and this could have a material adverse effect on our business, financial
condition and results of operations.
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If we lose the services of our key personnel, we may be unable to replace them, and our business, financial condition and results of
operations could be adversely affected.

Our success largely depends on the continued skills, experience, efforts and policies of our management and other key personnel and our ability
to continue to attract, motivate and retain highly qualified employees. In particular, the services of Glen E. Tullman, our Chairman and Chief
Executive Officer, are integral to the execution of our business strategy. If one or more of our key employees leaves our employment, we will
have to find a replacement with the combination of skills and attributes necessary to execute our strategy. Because competition for skilled
employees is intense, and the process of finding qualified individuals can be lengthy and expensive, we believe that the loss of the services of
key personnel could adversely affect our business, financial condition and results of operations. We cannot assure you that we will continue to
retain such personnel. We do not maintain keyman insurance for any of our key employees.

If we are unable to successfully introduce new products or services or fail to keep pace with advances in technology, our business,
financial condition and results of operations will be adversely affected.

The successful implementation of our business model depends on our ability to adapt to evolving technologies and industry standards and
introduce new products and services. We cannot assure you that we will be able to introduce new products on schedule, or at all, or that such
products will achieve market acceptance. Moreover, competitors may develop competitive products that could adversely affect our results of
operations. A failure by us to introduce planned products or other new products or to introduce these products on schedule could have an adverse
effect on our business, financial condition and results of operations.

If we cannot adapt to changing technologies, our products and services may become obsolete, and our business could suffer. Because the
Internet and healthcare information markets are characterized by rapid technological change, we may be unable to anticipate changes in our
current and potential customers� requirements that could make our existing technology obsolete. Our success will depend, in part, on our ability
to continue to enhance our existing products and services, develop new technology that addresses the increasingly sophisticated and varied needs
of our prospective customers, license leading technologies and respond to technological advances and emerging industry standards and practices
on a timely and cost-effective basis. The development of our proprietary technology entails significant technical and business risks. We may not
be successful in using new technologies effectively or adapting our proprietary technology to evolving customer requirements or emerging
industry standards, and, as a result, our business could suffer.

Our business depends in part on and will continue to depend in part on our ability to establish and maintain additional strategic
relationships.

To be successful, we must continue to maintain our existing strategic relationships and establish additional strategic relationships with leaders in
a number of healthcare and healthcare information technology industry segments. This is critical to our success because we believe that these
relationships contribute towards our ability to:

� extend the reach of our products and services to a larger number of physicians and hospitals and to other participants in the healthcare
industry;

� develop and deploy new products and services;

� further enhance the Allscripts brand; and

� generate additional revenue and cash flows.
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Entering into strategic relationships is complicated because strategic partners may decide to compete with us in some or all of our markets. In
addition, we may not be able to maintain or establish relationships with key participants in the healthcare industry if we conduct business with
their competitors. We depend, in part, on our strategic partners� ability to generate increased acceptance and use of our products and services. If
we lose any of these strategic relationships or fail to establish additional relationships, or if our strategic relationships fail to benefit us as
expected, we may not be able to execute our business plan, and our business, financial condition and results of operations may suffer.

Future acquisitions may result in potentially dilutive issuances of equity securities, the incurrence of indebtedness and increased
amortization expense.

Future acquisitions may result in potentially dilutive issuances of equity securities. In addition, future acquisitions may result in the incurrence of
debt, the assumption of known and unknown liabilities, the write off of software development costs and the amortization of expenses related to
intangible assets, all of which could have an adverse effect on our business, financial condition and results of operations. We have taken, and, if
an impairment occurs, could take, charges against earnings in connection with acquisitions.

If our products fail to perform properly due to undetected errors or similar problems, our business could suffer.

Complex software such as ours often contains undetected defects or errors. It is possible that such errors may be found after introduction of new
software or enhancements to existing software. We continually introduce new solutions and enhancements to our solutions, and, despite testing
by us, it is possible that errors might occur in our software. If we detect any errors before we introduce a solution, we might have to delay
deployment for an extended period of time while we address the problem. If we do not discover software errors that affect our new or current
solutions or enhancements until after they are deployed, we would need to provide enhancements to correct such errors. Errors in our software
could result in:

� harm to our reputation;

� lost sales;

� delays in commercial release;

� product liability claims;

� delays in or loss of market acceptance of our solutions;

� license terminations or renegotiations; and

� unexpected expenses and diversion of resources to remedy errors.
Furthermore, our customers might use our software together with products from other companies. As a result, when problems occur, it might be
difficult to identify the source of the problem. Even when our software does not cause these problems, the existence of these errors might cause
us to incur significant costs, divert the attention of our technical personnel from our solution development efforts, impact our reputation and
cause significant customer relations problems.

Our future success depends upon our ability to grow, and if we are unable to manage our growth effectively, we may incur unexpected
expenses and be unable to meet our customers� requirements.

We will need to expand our operations if we successfully achieve market acceptance for our products and services. We cannot be certain that our
systems, procedures, controls and existing space will be adequate to support expansion of our operations. Our future operating results will
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administrative, financial control and reporting systems. We may not be able to expand and upgrade our systems and infrastructure to
accommodate these increases. Difficulties in managing any future growth could have a significant negative impact on our business, financial
condition and results of operations because we may incur unexpected expenses and be unable to meet our customers� requirements.

Our failure to compete successfully could cause our revenue or market share to decline.

The market for our products and services is fragmented, intensely competitive and is characterized by rapidly evolving industry standards,
technology and user needs and the frequent introduction of new products and services. Some of our competitors may be more established,
benefit from greater name recognition and have substantially greater financial, technical and marketing resources than us. Moreover, we expect
that competition will continue to increase as a result of consolidation in both the information technology and healthcare industries. If one or
more of our competitors or potential competitors were to merge or partner with one of our competitors, the change in the competitive landscape
could adversely affect our ability to compete effectively. We compete on the basis of several factors, including:

� breadth and depth of services;

� reputation;

� reliability, accuracy and security;

� client service;

� price; and

� industry expertise and experience.
Our clinical solutions business unit�s principal competitors include Athenahealth Inc., Cerner Corporation, eClinicalWorks Inc., Eclipsys Corp.
Epic Systems Corporation, GE, iMedica Corporation, McKesson Corporation, Misys Healthcare Systems, Picis, Inc., Quality Systems, Inc.,
Sage Software, Inc., The Trizetto Group, Inc., and Wellsoft Corporation.

Our key competitors in the EDIS market include MedHost, Meditech, Picis and WellSoft. In the care management market, primary competitors
include eDischarge, Maxsys Ltd., Meditech, Midas+ and ProviderLink.

Our physicians interactive business unit�s principal competitors include Aptilon Inc., Dendrite International, Inc., Lathian Systems, Inc., Quintiles
Transnational Corp. Ventiv Health, Inc. and WebMD Corporation. We also face competition from clinical information and education providers,
such as disease state management companies, full service e-marketing companies, companies who provide electronic detailing software, and the
in-house efforts of our clients, including health plans, pharmacy benefit managers, and pharmaceutical companies.

Our medication services business unit�s principal competitors include Cardinal Health, Inc., Dispensing Solutions, Inc. DRx (a wholly owned
subsidiary of Purkinje, Inc.), McKesson Corporation, PD-Rx Pharmaceuticals, Inc., Pharmapac, Physicians Total Care, Inc., Southwood
Pharmaceuticals, Inc. and various other regional distributors. We also face competition from providers of other medication repackaging service
and bulk pharmaceutical distributors.

There can be no assurance that we will be able to compete successfully against current and future competitors or that the competitive pressures
that we face will not materially adversely affect our business, financial condition and results of operations.

Our business depends on our intellectual property rights, and if we are unable to protect them, our competitive position may suffer.
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trademark, trade secret and copyright law, confidentiality agreements and technical measures. We generally do not have any patents on our
technology. We generally enter into non-disclosure agreements with our employees and consultants and limit access to our trade secrets and
technology. We cannot assure you that the steps we have taken will prevent misappropriation of our technology. Misappropriation of our
intellectual property would have an adverse effect on our competitive position. In addition, we may have to engage in litigation in the future to
enforce or protect our intellectual property rights or to defend against claims of invalidity, and we may incur substantial costs and the diversion
of management�s time and attention as a result.

If we are deemed to infringe on the proprietary rights of third parties, we could incur unanticipated expense and be prevented from
providing our products and services.

We are and may continue to be subject to intellectual property infringement claims as the number of our competitors grows and our applications�
functionality overlaps with competitive products. We do not believe that we have infringed or are infringing on any proprietary rights of third
parties. However, claims are occasionally asserted against us, and we cannot assure you that infringement claims will not be asserted against us
in the future. Also, we cannot assure you that any such claims will be unsuccessful. We could incur substantial costs and diversion of
management resources defending any infringement claims. Furthermore, a party making a claim against us could secure a judgment awarding
substantial damages, as well as injunctive or other equitable relief that could effectively block our ability to provide products or services. In
addition, we cannot assure you that licenses for any intellectual property of third parties that might be required for our products or services will
be available on commercially reasonable terms, or at all.

Factors beyond our control could cause interruptions in our operations, which would adversely affect our reputation in the marketplace
and our business, financial condition and results of operations.

To succeed, we must be able to operate our systems without interruption. Certain of our communications and information services are provided
through our third-party service providers. Our operations are vulnerable to interruption by damage from a variety of sources, many of which are
not within our control, including without limitation: (1) power loss and telecommunications failures; (2) software and hardware errors, failures
or crashes; (3) computer viruses and similar disruptive problems; and (4) fire, flood and other natural disasters.

Any significant interruptions in our services would damage our reputation in the marketplace and have a negative impact on our business,
financial condition and results of operations.

We may be liable for use of data we provide.

We provide data for use by healthcare providers in treating patients. Third-party contractors provide us with most of this data. If this data is
incorrect or incomplete, adverse consequences, including death, may occur and give rise to product liability and other claims against us. In
addition, certain of our solutions provide applications that relate to patient clinical information, and a court or government agency may take the
position that our delivery of health information directly, including through licensed practitioners, or delivery of information by a third party site
that a consumer accesses through our websites, exposes us to personal injury liability, or other liability for wrongful delivery or handling of
healthcare services or erroneous health information. While we maintain product liability insurance coverage in an amount that we believe is
sufficient for our business, we cannot assure you that this coverage will prove to be adequate or will continue to be available on acceptable
terms, if at all. A claim brought against us that is uninsured or under-insured could harm our business, financial condition and results of
operations. Even unsuccessful claims could result in substantial costs and diversion of management resources.

If our security is breached, we could be subject to liability, and customers could be deterred from using our services.

The difficulty of securely transmitting confidential information over the Internet has been a significant barrier to engaging in sensitive
communications over the Internet. Our business relies on using the Internet to
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transmit confidential information. We believe that any well-publicized compromise of Internet security may deter people from using the Internet
for these purposes and from using our system to conduct transactions that involve transmitting confidential healthcare information.

It is also possible that third parties could penetrate our network security or otherwise misappropriate patient information and other data. If this
happens, our operations could be interrupted, and we could be subject to possible liability and regulatory action. We may need to devote
significant financial and other resources to protect against security breaches or to alleviate problems caused by breaches. We could face financial
loss, litigation and other liabilities to the extent that our activities or the activities of third-party contractors involve the storage and transmission
of confidential information like patient records or credit information.

If we are unable to obtain additional financing for our future needs, our ability to respond to competitive pressures may be impaired
and our business, financial condition and results of operations could be adversely affected.

We cannot be certain that additional financing will be available to us on favorable terms, or at all. If adequate financing is not available or is not
available on acceptable terms, our ability to fund our expansion, take advantage of potential acquisition opportunities, develop or enhance
services or products, or respond to competitive pressures would be significantly limited.

If our content and service providers fail to perform adequately, our reputation in the marketplace and our business, financial condition
and results of operations could be adversely affected.

We depend on independent content and service providers for many of the benefits we provide through our clinical software and our physician
education applications and services, including the maintenance of managed care pharmacy guidelines, drug interaction reviews and the routing
of transaction data to third-party payers. If our services are interrupted as a result of any problems with our providers, our reputation in the
marketplace could be damaged, which would have an adverse effect on our business, financial condition and results of operations. We may have
no means of replacing content or services on a timely basis or at all if they are inadequate or in the event of a service interruption or failure.

We also rely on independent content providers for the majority of the clinical, educational and other healthcare information that we provide. In
addition, we depend on our content providers to deliver high quality content from reliable sources and to continually upgrade their content in
response to demand and evolving healthcare industry trends. If these parties fail to develop and maintain high quality, attractive content, the
value of our brand and our business, financial condition and results of operations could be impaired.

If we are forced to reduce our prices, our business, financial condition and results of operations could suffer.

We may be subject to pricing pressures with respect to our future sales arising from various sources, including practices of managed care
organizations, Internet pharmacies, including those operating in Canada and other countries outside the United States, and government action
affecting pharmaceutical reimbursement under Medicare. Our customers and the other entities with which we have a business relationship are
affected by changes in regulations and limitations in governmental spending for Medicare and Medicaid programs. Recent government actions
could limit government spending for the Medicare and Medicaid programs, limit payments to hospitals and other providers and increase
emphasis on competition and other programs that potentially could have an adverse effect on our customers and the other entities with which we
have a business relationship. If our pricing experiences significant downward pressure, our business will be less profitable and our results of
operations would be adversely affected. In addition, because cash from sales funds some of our working capital requirements, reduced
profitability could require us to raise additional capital sooner than we would otherwise need.
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If we are unable to maintain existing relationships and create new relationships with managed care payers, our business, financial
condition and results of operations will be adversely affected.

We rely on managed care organizations to reimburse our physician customers for prescription medications dispensed in their offices. While
many of the leading managed care payers and pharmacy benefit managers currently reimburse our physicians for in-office dispensing, none of
these payers is under a long-term obligation to do so. If we are unable to increase the number of managed care payers that reimburse for in-office
dispensing, or if some or all of the payers who currently reimburse physicians decline to do so in the future, utilization of our products and
services would decrease and, therefore, our business, financial condition and results of operations will be adversely affected.

If we incur costs exceeding our insurance coverage in lawsuits pending against us or that are brought against us in the future, it could
adversely affect our business, financial condition and results of operations.

We are a defendant in lawsuits arising in the ordinary course of business. In the event we are found liable in any lawsuits filed against us, and if
our insurance coverage were inadequate to satisfy these liabilities, it could have an adverse effect on our business, financial condition and results
of operations.

If our principal supplier of medications fails or is unable to perform its contract with us, we may be unable to meet our commitments to
our customers.

We currently purchase a majority of the medications that we repackage from AmerisourceBergen. If we do not meet certain minimum
purchasing requirements, AmerisourceBergen may increase the prices that we pay under this agreement, in which case we would have the option
to terminate the agreement. Although we believe that there are a number of other sources of supply of medications, if AmerisourceBergen fails
or is unable to perform under our agreement, particularly at certain critical times during the year, we may be unable to meet our commitments to
our customers, and our relationships with our customers could suffer.

Our failure to license and integrate third-party technologies could harm our business.

We depend upon licenses for some of the technology used in our solutions from third-party vendors, including Microsoft, and intend to continue
licensing technologies from third parties. These technologies might not continue to be available to us on commercially reasonable terms or at all.
Most of these licenses can be renewed only by mutual consent and may be terminated if we breach the terms of the license and fail to cure the
breach within a specified period of time. Our inability to obtain any of these licenses could delay development until equivalent technology can
be identified, licensed and integrated, which would harm our business, financial condition and results of operations.

Most of our third-party licenses are non-exclusive and our competitors may obtain the right to use any of the technology covered by these
licenses and use the technology to compete directly with us. Our use of third-party technologies exposes us to increased risks, including, but not
limited to, risks associated with the integration of new technology into our solutions, the diversion of our resources from development of our
own proprietary technology and our inability to generate revenue from licensed technology sufficient to offset associated acquisition and
maintenance costs. In ad
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