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Title of Each Class Name of Each Exchange on Which Registered
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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 © No x
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the 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
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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 the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.
(check one):

Large accelerated filer ~ Accelerated filer x

Non-accelerated filer ~ Smaller reporting company
(Do not check if smaller reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes © No x

The aggregate market value of common stock held by non-affiliates of the registrant at June 30, 2008 was $166,099,281.
As of March 6, 2009 the registrant had outstanding 10,905,708 shares of its common stock.
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Portions of the definitive Proxy Statement for the Annual Meeting of Stockholders to be held on May 7, 2009 are incorporated by reference into
Part III of this report.
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SPECIAL NOTE REGARDING FORWARD LOOKING STATEMENTS

This Annual Report on Form 10-K contains forward-looking statements within the meaning of the safe harbor provisions of the Private

Securities Litigation Reform Act of 1995. These forward-looking statements can be identified generally by the use of forward-looking

terminology and words such as expects, anticipates, estimates, believes, predicts, intends, plans, potential, may, continue,
of comparable meaning. Without limiting the generality of the preceding statement, all statements in this Annual Report relating to estimated

and projected earnings, margins, costs, expenditures, cash flows, growth rates and future financial results are forward-looking statements. We

caution investors that any such forward-looking statements are only predictions and are not guarantees of future performance. Certain risks,
uncertainties and other factors may cause actual results to differ materially from those projected in the forward-looking statements. Such factors

may include:

overall business and economic conditions affecting the healthcare industry;

saturation of our target market and hospital consolidations;

changes in customer purchasing priorities, capital expenditures and demand for information technology systems;

competition with companies that have greater financial, technical and marketing resources than we have;

failure to develop new technology and products in response to market demands;

fluctuations in quarterly financial performance due to, among other factors, timing of customer installations;

failure of our products to function properly resulting in claims for medical losses;

government regulation of our products and customers, including changes in healthcare policy affecting Medicare reimbursement
rates;

changes in accounting principles generally accepted in the United States of America;

general economic conditions, including changes in the financial markets that may affect the availability and cost of credit to us or our
customers; and

interruptions in our power supply and/or telecommunications capabilities.
For more information about the risks described above and other risks affecting us, see Risk Factors beginning on page 17 of this Annual Report.
We also caution investors that the forward-looking information described herein represents our outlook only as of this date, and we undertake no
obligation to update or revise any forward-looking statements to reflect events or developments after the date of this Annual Report.
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PART I

ITEM 1. BUSINESS
Overview

We are a healthcare information technology company that designs, develops, markets, installs and supports computerized information
technology systems to meet the unique demands of small and midsize hospitals. Our target market includes acute care community hospitals with
300 or fewer beds and small specialty hospitals. We are a single-source vendor providing comprehensive software and hardware products,
complemented by data conversion, complete installation and extensive support. Our fully integrated, enterprise-wide system automates the
management of clinical and financial data across the primary functional areas of a hospital. In addition, we provide services that enable our
customers to outsource certain data-related business processes which we can perform more efficiently. We believe our products and services
enhance hospital performance in the critical areas of clinical care, revenue cycle management, cost control and regulatory compliance. From our
initial hospital installation in 1981, we have grown to serve over 650 hospital customers across 47 states and the District of Columbia. In 2008,
we generated revenues of $119.7 million from the sale of our products and services.

Industry Dynamics

The healthcare industry is the largest industry in the United States economy. According to the Centers for Medicare and Medicaid Services, or
CMS, the U.S. is projected to have spent $2.4 trillion on healthcare in 2008, or approximately 16.6% of the U.S. gross domestic product. CMS
estimates that by fiscal 2017 total U.S. healthcare spending will reach $4.3 trillion, or 19.5% of the estimated U.S. gross domestic product.

Hospital services represents one of the largest categories of total healthcare expenditures. According to CMS, in fiscal 2009, spending on
hospital services will amount to approximately $800 billion, or 31.3% of total healthcare expenditures. According to the American Hospital
Association, there are approximately 4,900 community hospitals in the United States that are in our target market of hospitals with 300 or fewer
acute care beds. In addition, there is a market of small specialty hospitals that focus on discrete medical areas such as surgery, rehabilitation and

psychiatry.

Notwithstanding the size and importance of the healthcare industry within the United States economy, the industry is constantly challenged by
changing economic dynamics, increased regulation and pressure to improve the quality of healthcare. These challenges are particularly
significant for the hospitals in our target market due to their more limited financial and human resources. However, we believe healthcare
providers can successfully address these issues with the help of advanced medical information systems. Specific examples of the challenges
facing healthcare providers include the following.

Changing Economic Dynamics. Community hospitals typically generate a significant portion of their revenues from beneficiaries of the
Medicare program. Consequently, even small changes in this federal program have a disproportionately larger impact on community hospitals as
compared to larger facilities where greater portions of their revenues are typically generated from beneficiaries of private insurance programs.
Medicare funding and reimbursements fluctuate year to year and, with the anticipated growth in healthcare costs, will continue to be scrutinized
as the federal government attempts to control the costs and growth of the program. The Medicaid program, which is a federal/state program
managed by the individual states and dependent in part on funding from the states, also continues to struggle due to the increasing cost of
healthcare and limited state revenues. In addition to issues in state funding, the Deficit Reduction Act of 2005, which included cuts of

$6.4 billion and $4.7 billion from Medicare and Medicaid, respectively, over the five-year period from 2006 to 2010, is cutting deeper into
Medicaid reimbursements, and the gains made in Medicare reimbursements are being adversely affected. Furthermore, federal and state budget
shortfalls could lead to potential reductions in funding for Medicare and Medicaid. Reductions in reimbursements from Medicare and Medicaid
could lead to hospitals postponing expenditures on information technology.
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Additionally, the current credit crisis has increased the costs to hospitals of borrowing money and made it more difficult to find the financing for
necessary facility and technology improvements. According to a study conducted by the American Hospital Association in November 2008, due
to the credit crisis and a significant increase in uncompensated care, more than 50% of the hospitals in the United States of America are
reconsidering or postponing investments in facilities and equipment, including information technologies.

The American Recovery and Reinvestment Act of 2009. On February 17, 2009, President Barack Obama signed into law the American Recovery
and Reinvestment Act of 2009 (the ARRA ). This $787 billion economic stimulus package includes a number of health care policy provisions,
including approximately $19 billion in funding over the next ten years for health information technology infrastructure and Medicare and
Medicaid incentives to encourage doctors, hospitals and other providers to use health information technology to electronically exchange patients
health information, including through the development of health information exchanges ( HIE ) and the adoption of electronic health records

( EHR ). Approximately $2 billion of the total funding amount is in appropriated funds for discretionary grants, loans and technical assistance
programs designed to aid providers with the adoption of EHR and the development of HIE. These funds will be disbursed by various agencies
within the Department of Health and Human Services, either directly to providers including private physician offices or to other entities like
states or non-profit organizations. The remaining allocated amounts will take the form of Medicare and Medicaid payment incentives. The
ARRA identifies four priority areas for spending with respect to health information technology: (1) establishing HIE; (2) EHR adoption; (3)
workforce training; and (4) new technology research and development. In order to qualify for EHR funding, providers are required to connect to
an HIE, which means funding is dependent on state action to establish HIEs. The payment incentives do not become available until 2011. The
ARRA includes payment incentives for critical access hospitals that are meaningful users of EHR. We are still evaluating the potential impact of
the ARRA on our business and the businesses of the community hospitals that comprise our target market.

Continued Push for Improved Patient Care. With pressure mounting to reduce medical errors and improve patient safety, hospitals are actively
seeking information technology solutions for clinical decision support. This migration toward clinical decision support solutions is further
supported by CMS quality initiatives. For 2009, CMS reports that Medicare inpatient rates for operating expenses will increase by 3.6% for
hospitals that report quality data. Hospitals that do not report quality data will only see a 1.6% increase. We believe hospitals utilizing fully
integrated enterprise-wide medical information systems that allow professionals real-time access to information such as electronic charts,
treatment protocols and pathways, pharmaceutical records and treatment schedules will continue to be favored by large employers and
government payers.

Emergence of Electronic Medical Records/Electronic Health Records. In 2004, George W. Bush, former President of United States of America,
launched an initiative to make electronic health records available to most Americans within 10 years. Since that time, significant progress has
been made in the establishment by the federal government of a National Health Information Network. The stated goal of the national electronic
health record is to bring together patient information from across the disparate healthcare vendor systems used in all of the individual hospitals,
clinics and physician offices where a patient may receive healthcare services. Achievement of this ambitious goal will revolutionize the
healthcare industry. Data sharing of this magnitude will increase the efficiency of healthcare delivery, support better clinical decision making,
and reduce clinical errors in all participating facilities. However, the first requirement for participation in national or regional initiatives is the
implementation of an electronic medical record in the individual healthcare facilities. To share patient information electronically, the
information must first be captured and stored electronically. We believe hospitals utilizing fully integrated enterprise-wide medical information
systems, and consequently the vendors that supply such systems, will be best positioned to participate in and benefit from national and regional
initiatives. During 2007, we received certification from the Certification Commission for Healthcare Information Technology (CCHIT®M ) for
our inpatient electronic medical record (EMR) product. CCHIT is the certification authority endorsed by a number of professional healthcare
organizations for electronic health records (EHRs).
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While economic, regulatory and consumer pressures such as those described above have increased rapidly over the last several years, we believe
healthcare organizations have historically underinvested in information technology and services compared to other industries. This
underinvestment has caused healthcare providers to rely on non-integrated, complex and inefficient information systems. A hospital s failure to
adequately invest in modern medical information systems could result in fewer patient referrals, cost inefficiencies, lower than expected
reimbursement, increased malpractice risk and possible regulatory infractions.

In the face of decreasing revenue and increasing pressure to improve patient care, healthcare providers are in need of management tools that

(1) increase efficiency in the delivery of healthcare services, (2) reduce medical errors, (3) effectively track the cost of delivering services so
those costs can be properly managed and (4) increase the speed and rate of reimbursement. Despite challenging economic conditions, we believe
the industry will increase its adoption of information technology as a management tool. We further believe these dynamics should allow for
future revenue growth.

Our Solution

We have tailored an information technology solution that effectively addresses the specific needs of small and midsize hospitals. Due to their
smaller operating budgets, community hospitals have limited financial and human resources to operate manual or inefficient information
systems. However, these hospitals are expected to achieve the same quality of care and regulatory compliance as larger hospitals, placing them
in a particularly difficult operating environment.

We believe that the CPSI solution meets this challenge. We provide fully integrated, enterprise-wide, HIPAA compliant medical information
systems and services that collect, process, retain and report data in the primary functional areas of a hospital, from patient care to clinical
processing to administration and accounting. As a key element of our complete solution, we provide ongoing customer service through regular
interaction with customers, customer user groups and extensive customer support. Further, we offer business management services that allow
customers to avoid some of the fixed costs of a business office. We are capable of providing a single-source solution for small and midsize
hospitals, making us a partner in their initiatives to improve operations and medical care.

Our customers continuously communicate with us through our support teams and through organized user groups, allowing us to continue to
provide a state-of-the-art solution that meets their specific needs. By remaining sensitive and responsive to the ever-changing demands of our
customers and regularly updating our products, we believe we provide an information technology solution that meets the needs of community
hospitals. Our business has continued to grow because we have successfully addressed the needs of community hospitals for fully integrated
enterprise-wide information systems that allow them to improve operating effectiveness, reduce costs and improve the quality of patient care.

Strategy

Our objective is to continue to grow as a leading provider of healthcare information technology systems and services to small and midsize
hospitals by following the same strategy that we have successfully pursued for over twenty-five years, the key elements of which are described
below.

Deliver a Single-Source Solution. When a customer purchases the CPSI system, we provide everything necessary for the customer to implement
and use our system. We deliver the application software, computer hardware, peripherals, forms and supplies used in the comprehensive
information network. Our installation teams work extensively with each customer to convert existing data to the new system, to install all of the
necessary equipment and to train hospital personnel to use our system. After installation, our support teams answer and address customer
questions and issues related to any aspect of the system. We also offer customers additional services such as business office management,
electronic billing and ISP services. We believe our single-source approach to delivering a complete information system makes our system easier
and more convenient for customers to understand and manage, which results in greater customer satisfaction and retention.
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Provide Enterprise-Wide, Fully Integrated Software Applications. We have developed all of our software products internally as part of our fully
integrated system architecture. Our experience has taught us that using a fully integrated system in the primary functional areas of a hospital
ensures compatibility among applications and avoids pitfalls associated with interfacing disparate systems. Our system utilizes one central
database where information is stored and used by all of our software applications. With our single database model, our systems provide secure,
real-time access to all information across multiple applications for all those needing such access, including physicians, nurses, laboratory
technicians, pharmacists, clinicians and other users. The enterprise-wide, fully integrated nature of our system also allows customers to monitor
user access to information for purposes of compliance with new federal and state privacy regulations.

Maintain Commitment to Customer Oriented Operating Philosophy. A key factor in our success has been our focus on customer service and
support. We make available to our customers experienced support teams that can assist with any question or problem. We currently have a
greater than one to one support staff to customer ratio. Our support teams are extensively trained, and our employees are generally promoted
from within so that they have a thorough knowledge of our system and a commitment to our culture. Because all of our customers use the same
version of our system, our support teams can be more effective by maintaining a complete understanding of a single system. As part of our
commitment to system support, we actively solicit customer feedback regarding ways in which we can improve the effectiveness and efficiency
of our systems. To further this goal, we have organized our customers into a national user group to promote the exchange of information
regarding our system and to identify product enhancements based on our customers operational experiences. We believe our user group concept
is a key component of our success by positively impacting customer satisfaction and retention and by enhancing product development and
system functionality. We will continue to focus on our national user group as a key component to our goal of maintaining and growing our
customer base and market share.

Expand Presence in Target Market. We will continue to target small to midsize domestic hospitals of 300 or fewer acute care beds. We believe
this market of 4,900 community hospitals nationwide has been traditionally overlooked and underserved by other healthcare technology
companies. In addition, a number of our customers are small specialty hospitals that focus on discrete medical areas such as surgery,
rehabilitation and psychiatry. We intend to continue gaining customers from this market segment. Our system can help these smaller hospitals
reduce costs and increase their operating efficiencies. We believe our personalized marketing approach and emphasis on customer relationships
are attractive to the management of these hospitals. We also believe our system is well-suited to hospitals of this size because they typically
demonstrate a greater commitment than larger hospitals to the concept of an enterprise-wide, fully integrated system. In addition, we will
continue to sell additional services and software products to our existing customers who have not purchased our complete package of services
and software applications.

Emphasize Recurring Revenue Opportunities. In addition to revenues from new system installations, we have developed and will continue to
develop sources of recurring revenues. Our current principal source of recurring revenues is our support and maintenance fees paid by existing
customers. As our customer base grows, our recurring revenues from support and maintenance fees should also grow. We believe growth in
recurring revenues will also continue to come from our business management services, which we market to our existing customers as well as

new customers. These services include electronic billing, patient statement processing, accounts receivable management, payroll processing, ISP
services and web site hosting. We also provide our software products on an ASP basis. When we provide ASP services, we maintain a customer s
computer server in our facility and provide our system to the customer through remote access. Instead of the one-time system purchase price,
these customers pay a monthly fee for the term of the ASP customer agreement, generating recurring revenues.

Our Products and Services
Software Systems

We offer a full array of software applications designed to streamline the flow of information to the primary functional areas of community
hospitals in one fully integrated system. We intend to continue to enhance our existing software applications and develop new applications as
required by evolving industry standards and the
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changing needs of our customers. Pursuant to our customer support agreements, we provide our customers with software enhancements and
upgrades periodically on a when-and-if-available basis. See Support and Maintenance Services. These enhancements enable each customer,
regardless of its original installation date, to have the benefit of the most advanced CPSI products available. Our software applications:

provide automated processes that improve clinical workflow and support clinical decision-making;

allow healthcare providers to efficiently input and easily access the most current patient medical data in order to improve the quality
of care and patient safety;

integrate clinical, financial and patient information to promote efficient use of time and resources, while eliminating dependence on
paper medical records;

provide tools that permit healthcare organizations to analyze past performance, model new plans for the future and measure and
monitor the effectiveness of those plans;

provide for rapid and cost-effective implementation, whether through the installation of an in-house system or through our ASP
services; and

increase the flow of information by replacing centralized and limited control over information with broad-based, secure access by
clinical and administrative personnel to data relevant to their functional areas.
Our software applications are grouped for support purposes according to the following functional categories:

Patient Management

Financial Accounting

Clinical

Patient Care

Enterprise Applications
Due to the integrated nature of the CPSI system, our software applications are not marketed as distinct products, and our sales force attempts to
sell all applications to each customer as a single product. New customers must purchase from us and install the core applications of patient
management and financial accounting and all hardware necessary to run these applications. In addition to the core applications, customers may
also acquire one or more of our clinical, patient care and enterprise applications. Approximately one-third of our customers have purchased a
combination of applications that meet their enterprise-wide information technology needs.

The general functional categories, as well as the software applications in each of these categories, are described below.
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Patient Management. Our patient management software enables a hospital to identify a patient at any point in the healthcare delivery system and
to collect and maintain patient information throughout the entire process of patient care on an enterprise-wide basis. The single database

structure of our software permits authorized hospital personnel to simultaneously access appropriate portions of a patient s record from any point
on the system. The patient management software performs the following functions:

Registration records patient admissions, discharges and transfers

manages patient status, room assignments and recurring charges

keeps information available to all hospital personnel in formats designed for their particular
requirements

Patient Accounting records patient charges and maintains accounts receivable information including aging, service

charges and cash receipts

generates and processes insurance claims
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Health Information supports the operational needs of the modern medical records department including transcription,
case indexing/abstracting and statistical reporting
Management
tracks deficiencies in a patient s chart and provides chart location information
Patient Index maintains a master index of hospital patients and provides immediate online access to patient
financial and medical data associated with a patient stay
Electronic Claims provides a computer-to-computer link with intermediaries for Medicare and other payers for the
Processing submission of claims
Medical Practice supports patient account management and insurance processing for single and multiple
Management practices/clinics

supports both hospital-based and remote practices/clinics
We also offer the following optional products that may be purchased as part of our core patient management suite:

Enterprise Wide maintains all patient scheduling information

Scheduling

Contract Management tracks patients enrolled in managed care plans and conforms billing functions to such plans
Quality Improvement automates hospital-wide total quality management and reporting requirements for utilization

activity, risk management, infection surveillance and all accreditation review functions
Financial Accounting. Our financial accounting software provides a variety of business office applications designed to efficiently track and
coordinate information needed for managerial decision-making. Our financial accounting software:

Executive Information

summarizes daily financial transactions regarding patient revenues, receipts, census statistics and
System billing information for ready access by hospital administrators

General Ledger provides timely, accurate, financial information generated from daily hospital operations

formats financial statements to the specifications of each user and is able to generate up to 999
different user-defined reports

Accounts Payable processes vendor invoices and payments and their related general ledger entries
Payroll/Personnel calculates all employee wages and benefits for an unlimited number of salaried and hourly
employees

allocates employee time to user-defined cost centers
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Time and Attendance uses touch screen time clocks to eliminate manual time entry

reduces effort of gathering employee time data and increases access of managers to such data

makes time records more accurate by identifying employees through bar-coding and optional
biometric fingerprint technology

Electronic Direct

Deposits provides for computerized bank deposits to meet payroll and accounts payable needs

Human Resources provides for computerized employee files through document/image scanning and data entry

allows for complete tracking of benefits and other employee data through a variety of user-defined
reports

tracks job applicant information to assist in the employee recruiting and hiring process

Budgeting allows for complete on-line budget preparation through computerized access to historical data

Fixed Assets allows access to information regarding hospital assets including locations and depreciation
scheduling

Materials Management tracks the flow of materials throughout the hospital

automates the process of inventory control, materials purchasing, stock requisitions and patient
charging
Clinical. Our clinical software automates record keeping and reporting for many clinical functions including laboratory, radiology, physical
therapy, respiratory care, and pharmacy. These products eliminate tedious paperwork, calculations and written documentation while allowing for
easy retrieval of patient data and statistics. Our clinical software:

Laboratory Information provides an interface to laboratory analytical instruments in order to transfer results to nurse stations,
Systems mobile point-of-care systems and remote physician offices

allows users to receive orders from any designated location, process orders and report results and
maintain technical, statistical and account information

Laboratory Instrument provides an automated solution for reviewing test results and completing patient orders
Interfaces

reduces the amount of required manual data entry thereby reducing the likelihood of human error
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Radiology Information
Systems
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reduces time to process laboratory specimens

includes flash card printing, patient scheduling, transcription, patient indexing by X-Ray film
number, film tracking and location

receives patient data, patient locations and other interdepartmental communications support
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ImageLink® provides a complete picture archiving and communications system (PACS) with comprehensive
functionality designed to fit seamlessly with our other applications

allows the realization of an electronic medical record complete with diagnostic images

provides physicians real time access to diagnostic images via the internet through ChartLink.

Physical Therapy and communicates to nursing the appropriate procedures and patient preparation instructions from orders
Respiratory Care entered into the CPSI system

keeps a journal of the orders received and processed

handles a variety of processing tasks after a patient order is reviewed

allows a department to customize its results to be sent back to nursing

Pharmacy allows the hospital pharmacist to enter and fill physician orders

performs all of the functions related to patient charging, general ledger upgrading, re-supply
scheduling and inventory reduction/statistics maintenance

improves patient care by monitoring drug/drug and food/drug interactions, allergy contraindications,
dosage ranges and duplicate therapy

produces drug education information for each patient in an easy-to-read format
Patient Care. Our patient care applications allow hospitals to create computerized patient files in place of the traditional paper file systems. This
software enables physicians, nurses and other hospital staff to improve the quality of patient care through increased access to patient
information, assistance with projected care requirements and feedback regarding patient needs. Our software also addresses current safety
initiatives in the healthcare industry such as the transition from written prescriptions and physician orders to computerized physician order entry.
Our patient care software:

Order Entry /Results provides efficient order and result communication

Reporting
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automates the entry of patient charges

reduces lost charges and mistakes due to legibility

increases efficiency of nursing stations

provides interactive, real time status reports for orders

Point-of-Care System allows nurses to enter patient data into the network at the patient s bedside thereby eliminating the
duplicate entry of information

utilizes touch-screen and wireless technology

makes patient information instantly available throughout the entire hospital system

Table of Contents

16



Edgar Filing: COMPUTER PROGRAMS & SYSTEMS INC - Form 10-K

Table of Conten

Patient Acuity

ChartLink®

Medication Verification

Resident Assessment

Instruments

Medical Practice EMR

Table of Contents

categorizes patients according to an assessment of the acuity of the illness, severity of the symptoms,
and projected nursing dependency

allows nurses to project the total character and amount of care that should be provided to each
patient

provides physicians with secure and interactive portal to patient information through a hospital s
website

optional computerized physician order entry, including the ability to enter medication, ancillary test
and treatment orders

verifies the accuracy of patient medication orders at a patient s bedside by comparing scans of patient
and medication bar codes against the medication orders and history for that patient

screens medication orders for possible patient allergies and/or drug interactions

allows nursing staff to complete time consuming resident reporting requirements in an expeditious
and efficient manner

generates nursing care plans based on deficiencies in the resident reports

provides medical practices and clinics with a complete CCHIT" certified electronic medical record

supports patient account management and insurance processing for single and multiple
practices/clinics

automates medical practice workflow with an interactive white board, template driven
documentation, image capture/document scanning, and an integrated Superbill

integrated with CPSI s ChartLfhEMR portal, the module provides immediate and secure access to
the patient s complete ambulatory and inpatient history
supports both hospital-based and remote practices/clinics

supports patient account management and insurance processing for home health agencies
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provides complete, regulatory compliant home care tracking

provides for remote in home documentation of care

Outreach Client Access provides the hospital s outreach clients, such as physicians, their office administrators, nursing
homes, home health agencies, and local businesses, with remote access to online, real time, secure
patient data as needed and appropriate for each outreach client

available information includes insurance and billing information, diagnosis and procedure coding,
discharge summaries, pharmacy profiles and other clinical and administrative information

Electronic Forms electronic form templates replace paper based records and care forms

completed forms become a permanent part of the patient s electronic medical record
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Enterprise Applications. We provide software applications that support the products described above and are useful to all areas of the hospital.
These applications include: ad hoc reporting, automatic batch and real-time system backups, an integrated fax system, archival data repository,
document scanning and Microsoft Office integration and an Application Portal. The Application Portal allows clients to access our applications
remotely via Microsoft Internet Explorer and the Internet without requiring the loading of any additional client software on the accessing PC.
User information and data accessed is secured with HIPAA compliant 128 bit cipher strength Secure Socket Layer (SSL) encryption. Remote
access using the Application Portal results in no discernable difference to the user in software functionality.

Support and Maintenance Services

After a customer installs a CPSI system, we provide software application support, hardware maintenance, continuing education and related
services pursuant to a support agreement. The following describes services provided to customers using CPSI systems.

Total System Support. We believe the quality of continuing customer support is one of the most critical considerations in the selection of an
information system provider. We provide hardware, technical and software support for all aspects of our system which gives us the flexibility to
take the necessary course of action to resolve any issue. Unlike our competitors who use third-party services for hardware and software support,
we provide a single, convenient and efficient resource for all of our customers system support needs. In order to minimize the impact of a system
problem, we train our customer service personnel to be technically proficient, courteous and prompt. Because a properly functioning information
system is crucial to a hospital s operations, our support teams are available 24 hours a day to assist customers with any problem that may arise.
Customers can also use the Internet to directly access our support system. This allows customers to communicate electronically with our support
teams at any time. With approximately 611 employees who provide customer service and support, we currently have close to a one-to-one

support staff to customer ratio.

User Group. All of our customers have the opportunity to be members of our user group from which we solicit feedback regarding our products.
We host a national user group meeting annually. We have also organized several active regional user groups which meet on a semi-annual basis.
These groups meet to discuss and recommend product modifications and improvements which they then evaluate and prioritize. Upon
confirming that the desired improvements are technically feasible, we agree to allocate a significant amount of programming time each year to
undertake the requested modification or improvement. The majority of our product enhancements originate from suggestions from our customers
through the user group structure.

Software Releases. We are committed to providing our customers with software and technology solutions that will continue to meet their
information system needs. To accomplish this purpose, we continually work to enhance and improve our application programs. As part of this
effort, for each customer covered under our general support agreement, we provide software updates as they become available at no additional
cost. We design these enhancements to be seamlessly integrated into each customer s existing CPSI system. The benefit of these enhancements is
that each customer, regardless of its original installation date, uses the most advanced CPSI software available. Through this process, we can

keep our customers up-to-date with the latest operational innovations in the healthcare industry as well as changing governmental regulatory
requirements. Another benefit of this one system concept is that our customer service teams can be more effective in responding to customer
needs because they maintain a complete understanding of and familiarity with the one system that all customers use.

Purchasing a new information technology system requires the expenditure of a substantial amount of capital and other resources, and many
customers are concerned that these systems will become obsolete as technology changes. Our periodic product updates eliminate our customers
concerns about system obsolescence. We believe providing this benefit is a strong incentive for potential customers to select our products over
the products of our competitors.
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Hardware Replacement. As part of our general support agreements, we are also committed to promptly replacing malfunctioning system
hardware in order to minimize the effect of operational interruptions. By providing all hardware used in our system, we believe we are better
able to meet and address all of the information technology needs of our customers.

Application Service Provider. In some circumstances, we offer ASP services to customers via remote access telecommunications. As an
application service provider, we store and maintain computer servers dedicated to specific customers which contain all of such customers critical
patient and administrative data. These customers access this information remotely through direct telecommunications connections with these
servers.

Internet Service Provider. As part of our total information solution, we can provide Internet connection services to our customers. We also can
provide web-site design and hosting services.

Forms and Supplies. We offer our customers the forms that they need for their patient and financial records, as well as their general office
supplies. Furnishing these forms and supplies helps us to achieve our objective of being a one-source solution for a hospital s complete healthcare
information system requirements.

Business Management Services

Electronic Billing. We provide electronic billing for customers at prices competitive with other electronic billing vendors. Once a customer
processes patient insurance claims in our system, we then perform the electronic billing function with no other participation by hospital staff.
With this service, customers need not prepare billing files or maintain interfaces with third-party software, thereby saving the customer both time
and money.

Statement Processing. Our customers may choose to have us prepare and distribute all patient billing statements. We use our knowledge of a
customer s collection system to produce statements without requiring any actions on the part of the hospital data processing personnel. Because
we can connect directly with a customer s system, the customer is not required to build and transfer files to us. All system enhancements are
incorporated into the statement process without having to modify any third-party vendor interface. Like the electronic billing, this service saves
the customer both time and money.

Accounts Receivable Management. We offer customers the option of using us to perform their patient billing functions and accounts receivable
management. Using this service allows customers to reduce costs by employing fewer full time administrative employees.

Payroll Processing. We offer customers the option of using us to perform their payroll functions, including payroll processing, tax and deduction
management, and quarterly and yearly reporting.

Contract Management. We offer customers the option of using us to perform audits of payments from third party insurers with which a customer
executes managed care contracts to ensure payments are made in accordance to the agreed upon metrics.

Insurance Services. We offer customers the option of using us to provide insurance services to include Insurance Follow-up, Claim Eligibility
Checking, Claim Status Checking, Pharmacy Online Adjudication, and Medical Necessity Database Updates. Using these services allows
customers to improve their revenue cycle management by reducing the incidents of invalid claims and monitoring the progress of valid claims.

System Implementation and Training

Conversion Services. When a customer purchases our system, we convert its existing data to the CPSI system. Our knowledge of hospital data
processing, in conjunction with extensive in-house technical expertise,
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allows us to accomplish this task in a cost effective manner. When we install a new system, the data conversion has already occurred so that the
system is immediately operational. Our goal is for each customer to be immediately productive in order not to waste time and money on the
costly and inefficient task of maintaining the same data on parallel systems. Our services also relieve the hospital staff of the time-consuming
burden of data conversion.

Training. In order to integrate the new system and to ensure its success, we spend approximately three weeks providing individualized training
on-site at each customer s facility at the time of installation. We directly train all hospital users, including staff members and healthcare
providers, during all hospital shifts in the use of hardware and software applications. In contrast, some of our competitors train only a hospital s
training staff at an off-site location. We employ nurses and medical technicians in addition to our technical training staff in order to help us com
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