
 Q:
What does IMS  

think?
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At a time of great challenge and 
opportunity in global healthcare, 
that’s the crucial question clients 
are asking us. Because more  
than ever, our market intelligence  
and evidence-based recommen
dations enable them to make 
better decisions . . . to understand  
markets, advance research and 
manage brands . . . to deliver new 
medicines that are critical to 
advancing the health and well-
being of billions of people around 
the globe. It’s our unique point 
of view that makes us such a vital 
strategic partner.
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Dear Shareholders:

For IMS, 2006 was another outstanding 
year — a year of strong performance across all 
dimensions of our business as we continued  
to focus on areas critical to healthcare clients 
and other stakeholders worldwide. In a market
place that is changing dramatically, we are 
succeeding in our own transformation; today, 
we are a much different enterprise than we 
were just five years ago.

Since that time, we have aligned our company 
around the emerging needs of clients. We’ve 
added depth and breadth to our rich informa-
tion assets. We’ve greatly expanded our talent 
pool, adding expertise across disciplines, disease 
areas and markets. And, we’ve strengthened  
and expanded our offerings and raised our pro-
file among decision makers, both within the 
industry and the public sector.

Dear Shareholders:

For IMS, 2006 was another outstanding 
year — a year of strong performance across all 
dimensions of our business as we continued  
to focus on areas critical to healthcare clients 
and other stakeholders worldwide. In a market
place that is changing dramatically, we are 
succeeding in our own transformation; today, 
we are a much different enterprise than we 
were just five years ago.

Since that time, we have aligned our company  
with the emerging needs of clients. We’ve 
added depth and breadth to our rich information  
assets. We’ve greatly expanded our talent pool, 
adding expertise across disciplines, disease areas 
and markets. And, we’ve strengthened and 
expanded our offerings and raised our profile 
among decision makers, within both the indus-
try and the public sector.



Q:
“With healthcare market dynamics 

rapidly changing, how can our  
company better measure the  

performance of our brands and adapt 
our business models?”



A:
Through next-generation metrics,  

IMS helps clients navigate challenges and  
opportunities in an increasingly complex  

global healthcare environment.

From expiring patents and the growth of specialty 
medicines to the rapid rise of emerging markets, the 
healthcare marketplace has become more complex — 
and the ability to “measure the market” more valuable  
than ever. That complexity calls for increased gran­
ularity of information, different sales models, and  

new capabilities to demonstrate the value of drugs. 
IMS is responding with New Models, New Metrics, our 
next-generation market measurement capabilities — 
enabling clients to make more accurate and agile 
decisions, both overarching and subtle, about their 
commercial models. 
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As proud as I am of our accomplishments, I’m even more excited about our 
prospects. It is clear that clients have embraced our unique combination of 
information, analytics and consulting — and the global reach of our evidence-
based decision-making support is more relevant than ever. 

Our value proposition is defined by two words: Intelligence. Applied. This is 
much more than a tagline. It describes how we’ve fundamentally changed the 
nature of our business. Today, the focus is on our full range of capabilities — 
not just information and analytics, but insights and strategic recommendations. 
No longer do decision makers simply ask, “What does IMS know?” Increasingly,  
the question is, “What does IMS think?”

S t r o n g  F i n a n c i a l  R e s u lt s

Our financial performance in 2006 was exceptional. Our revenue grew 
12 percent to $1.96 billion. We delivered excellent operational results, our 
margins remained strong, and we continued to generate significant free  
cash flow. These results enabled us to return $880 million to our shareholders 
in the form of stock repurchases. For a more detailed look at our financials, 
our 2006 Form 10-K is included in this report.

Our revenue shows a continuing upward trajectory —  
13 percent compound annual growth over the past  
five years. 

$1.96B
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By every operational measure, our performance was impressive. We enjoyed 
double-digit revenue gains in every IMS region as teams executed with 
discipline, made the most of market opportunities, and delivered innovative 
new offerings to clients worldwide. Emerging markets — China, India and 
Korea, for example — remained particular bright spots as pharmaceutical  
companies pursued opportunities within these fast-growing and dynamic markets.

We also continued to engage new audiences within pharmaceutical companies,  
and gained significant new business as a result. We posted double-digit gains 
across the board in all of our account segments, including pharma, biotech 
and generics. Our success with clients extended across all of our business lines —  
testament to our ability to deliver value in multiple ways.

Consulting and services revenue grew 30 percent as we continued to add 
expertise, extend our methodologies to more countries, and make acquisitions 
that strengthened capabilities in specific areas, from portfolio planning to new 
product and demand forecasting. Our information and analytics capabilities 
generated nearly 60 percent of total growth as we broadened our base of 
information assets to cover areas of growing importance to clients. These 
included anonymized patient-level data and coverage of emerging markets 
and important therapy classes. We also benefited from consulting engagements  
that created additional demand for our information and analytics.

E arnin     g s  P er   S hare  

	 ‘ 0 2 	 ‘ 0 3 	 ‘ 0 4 	 ‘ 0 5	  ‘ 0 6

$ 2 . 5 0

$ 2 . 0 0

$ 1 . 5 0

$ 1 . 0 0

$ 0 . 5 0

0
Over the past five years, earnings per share has  
grown at a compound annual rate of 13 percent.

$1.53

By every operational measure, our performance was impressive. We enjoyed 
double-digit revenue gains in every IMS region as teams executed with 
discipline, made the most of market opportunities, and delivered innovative 
new offerings to clients worldwide. Emerging markets — China, India and 
Korea, for example — remained particular bright spots as pharmaceutical  
companies pursued opportunities within these fast-growing and dynamic markets.

We also continued to engage new audiences within pharmaceutical companies,  
and gained significant new business as a result. We posted double-digit gains 
across the board in all of our account segments, including pharma, biotech 
and generics. Our success with clients extended across all of our business lines —  
testament to our ability to deliver value in multiple ways.

Consulting and services revenue grew 30 percent as we continued to add 
expertise, extend our methodologies to more countries, and make acquisitions 
that strengthened capabilities in specific areas, from portfolio planning to new 
product and demand forecasting. Our information and analytics capabilities 
generated nearly 60 percent of total growth as we broadened our base of 
information assets to cover areas of growing importance to clients. These 
included anonymized patient-level data and coverage of emerging markets 
and important therapy classes. We also benefited from consulting engagements  
that created additional demand for our information and analytics.
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Operating income (Non-GAAP), a key measure of our 
earning power, grew at a 5 percent compound annual 
pace since 2002.*

*�See page 140 for a reconciliation to Operating Income on a U.S. GAAP basis. U.S. GAAP 
Operating Income for 2002–2006 was as follows — 2006: $444.2 million; 2005:  
$420.8 million; 2004: $386.5 million; 2003: $361.5 million; and 2002: $403.0 million.  
The compound annual growth rate on a U.S. GAAP basis for 2002–2006 was 2.5%. 

$490.0M



 Q:
 “How can we  

build sustainable 
growth in  

our oncology  
franchise  

across multiple 
 markets?”

A:
Today, we have the clinical depth, 

commercial breadth and global reach  
in oncology to guide and drive 

decisions in areas such as market assess
ment, forecasting and competitive 
intelligence, pricing, reimbursement,  

and health economics and  
outcomes research.



“How can I be sure that my firm is executing 
its global sales and marketing strategies 

efficiently — and optimizing resources across 
the organization?”

Q:

From the development of a brand strategy through 
resource deployment, IMS has raised the bar  

with capabilities that advance promotional optimization 
and sales force effectiveness in markets worldwide. 

A:

Increasing productivity of marketing and sales invest­
ments is paramount for our clients. Our consulting and 
information offerings cover the key dimensions of 
promotion management, including assessing the brand 
message, optimizing the mix and improving delivery. 

And when it comes to sales execution, our customized 
approach leverages evidence to inform decision making 
on many fronts — enabling clients to better gauge sales  
force efficiency, define optimal sales force size and 
structure, and execute the most effective sales call plan.
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Even as we help clients become more competitive and productive, our  
wealth of market intelligence is being applied to a broader range of critical 
healthcare issues. These include balancing value and cost, protecting patient 
safety, accelerating innovation and fostering best clinical practice. 

N e w  C o m p l e x i t i e s ,  N e w  C a pa b i l i t i e s

Tremendous forces are reshaping today’s healthcare marketplace, driving  
the need for more granular information and the answers to more complex 
questions. And that’s great for IMS.

The foundation of our business always has been pharmaceutical market 
intelligence. We are fortunate to serve that $640+ billion global industry, 
expected to grow at a 5–8 percent pace through the end of the decade. That 
growth is driven by a range of factors, including advances in R&D, aging of 
populations and global demand for an enhanced quality of life. At the same 
time, powerful forces are making the landscape more challenging, from 
tougher price controls and more patent expirations, to concerns about safety.

At a time when pharmaceutical companies must, more than ever, prove the 
value of medicines, we continue to expand our capabilities in health economics  
and outcomes research (HEOR). For our clients, it is vital to demonstrate 
value to regulators, payers, prescribers and patients across a number of 
dimensions — including cost effectiveness, efficacy, safety and affordability. 
And we have responded by investing in seven HEOR acquisitions in the  
U.S., Europe and the Asia Pacific region, gaining traction as a global thought 
leader in this space.

Demand for evidence-based, patient-centered information is growing from 
both our traditional clients and new audiences, all of whom share a vital 
interest in treatment patterns and their outcomes. Across all therapy areas — 
and in particular, the fast-growing area of specialty medicines — they want to 
understand how products are used, and the evolving standards of patient care. 
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Q:In response, we’ve ramped up our investments across a range of therapy 
classes — including the critical area of oncology. Here, we have forged 
partnerships and expanded our capabilities and expertise to support clients’ 
growing need for comprehensive, clinically rich insights. IMS today is a 
valued partner in helping demonstrate the clinical and economic benefits of 
oncology treatments. 

In an evolving marketplace, pharmaceutical companies can no longer  
depend on just one or two global blockbusters. They must go to market with  
a much broader portfolio of drugs, as well as diverse but globally integrated 
strategies for launch, sales, brand and lifecycle management. This means they 
need new kinds of information and analyses, and different sales models and 
promotional campaigns for a broader variety of stakeholders. And increasingly, 
they have to demonstrate the clinical and economic value of their drugs. All 
of these trends play into the investments we’ve been making at IMS.

These investments are driving our next-generation market measurement 
offerings, now rolling out under the IMS New Models, New Metrics program. 
In 2006, we launched the first of these offerings, MIDAS Market Segmentation, 
providing a new global standard for defining and measuring branded and 
generics markets. It enables clients to better assess market opportunities and 
understand the performance of products beyond patent expiry.

Our Customer Loyalty Index — a measure of overall 
satisfaction and likelihood that clients will continue 
to use IMS and recommend our offerings — has  
risen consistently since 2002, and we’re well on our 
way to world-class levels. 

7.8 
Customer       L oyalt  y
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“�How can  
we prove that  
our therapy 
breakthroughs  
offer both  
clinical and 
economic value?”

Q:



A:
Our locally based specialists apply 
rich information assets and proven 
methodologies to deliver insights that 
demonstrate the health outcomes  
and economic value of medicines in 
real-world practice. 

In the past, demonstrating added value on the basis  
of efficacy alone was the industry benchmark. Today, 
IMS’s Health Economics and Outcomes Research 
offerings include cost-of-illness studies, budget impact  
assessments, disease management models and  

compliance and persistence analyses. Through  
these, we deliver the proof points that help to bring 
new drugs to market more quickly and effectively — 
ensuring greater patient access to therapies with  
well-established, evidence-based benefits. 
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In the U.S., we launched our Next-Generation Prescription Services (NGPS). 
NGPS is a game-changing initiative that sets a new standard of market 
measurement, enabling clients to more readily address both subtle and large-
scale market changes, and realize meaningful performance and productivity 
gains. NGPS is proving its value as several of our largest clients have begun 
integrating these capabilities into their operations. 

Sales force and promotional optimization is another IMS focus. In this 
dynamic marketplace, sales force size, effectiveness and efficiency have become 
paramount concerns for pharmaceutical companies, as has the return on their 
promotional investment. In response, IMS rolled out two major offerings  
in 2006: IMS Precision Sales Force and the IMS Promo.360 suite. These 
offerings, many consultant-led, are helping clients gain greater insight into 
market dynamics, advance sales force and promotional effectiveness, and 
enhance global planning and implementation.

New offerings like these have helped to raise client engagement to a higher  
level, as we provide expert, evidence-based analysis and strategic recommendations.  
This is our great strength: We bring to the table not only a rich industry 
perspective, but the talent and capabilities to apply that perspective for clients.

T h e  P ow e r  o f  E v i d e n c e - Ba s e d  C o n s u lt i n g 

What makes us unique is not just the richness and relevance of our infor
mation and analytics; it is the way they are leveraged by our global consulting 
team. Our industry experts are focused on areas most critical to our clients, 
from pricing and market access to performance management and strategic 
market development. This team is able to draw powerful inferences on our 
clients’ behalf — and help them apply dynamic, actionable strategies and recom
mendations. We call this evidence-based consulting. By answering clients’ 
most critical questions, we’re helping them as they develop, market and sustain 
new, sometimes revolutionary, therapies in healthcare markets worldwide. 

A: In the U.S., we implemented IMS Next-Generation Prescription Services (NGPS), 
an initiative that enhances the speed, flexibility and performance of our 
industry-leading prescription measures. Our new prescription services set  
a new standard of market measurement, enabling clients to more readily  
address both subtle and large-scale market changes, and realize meaningful 
performance and productivity gains. Our clients already are realizing the value 
of integrating these innovative services into their operations. 

Sales force and promotional optimization is another IMS focus. In this 
dynamic marketplace, sales force size, effectiveness and efficiency have become 
paramount concerns for pharmaceutical companies, as has the return on  
their promotional investment. In response, IMS rolled out two major  
offerings in 2006: IMS Precision Sales Force and the IMS Promo.360 suite. 
These offerings, many consultant-led, are helping clients gain greater insight 
into market dynamics, optimize commercial resource investments, and 
enhance global planning and implementation.

New offerings like these have helped to raise client engagement to a higher  
level, as we provide expert, evidence-based analysis and strategic recommendations.  
This is our great strength: We bring to the table not only a rich industry 
perspective, but the talent and capabilities to apply that perspective for clients.

T h e  P ow e r  o f  E v i d e n c e - Ba s e d  C o n s u lt i n g 

What makes us unique is not just the richness and relevance of our infor
mation and analytics; it is the way they are leveraged by our global consulting 
team. Our industry experts are focused on areas most critical to our clients, 
from pricing and market access to performance management and strategic 
market development. This team is able to draw powerful inferences on our 
clients’ behalf — and help them apply dynamic, actionable strategies and recom
mendations. We call this evidence-based consulting. By answering clients’ 
most critical questions, we’re helping them as they develop, market and sustain 
new, sometimes revolutionary, therapies in healthcare markets worldwide. 
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As engagements grow, our consultants help clients in innumerable ways,  
from grappling with the complexities of Medicare Part D, to launching 
innovative new therapies in a crowded marketplace. Pursuits like these —  
and so many others — demand not only a wealth of market intelligence, but 
sophisticated models for optimization and deep knowledge across issues, 
therapy classes and markets. 

At IMS, we’re succeeding because this is exactly what we deliver. We do  
it better than anyone else — and we do it all over the world. The demand  
for our offerings and expertise is significant and, through our expanded  
business strategy, market opportunity has tripled in the past five years to more 
than $6 billion. 

B u i l d i n g  o n  S u c c e ss

Looking ahead, our game plan for 2007 and beyond is to keep building  
on our strengths to become even more valuable to clients — helping  
them better measure and segment their markets, optimize their portfolio 
planning, generate more impact from their sales and promotional investments, 
and better demonstrate the value of medicines. Across our organization,  
we’ll keep adding to the value we deliver, whether by building the world’s 
most robust anonymized patient-level information assets, or expanding 
therapy-level insights across major disease areas, from oncology to diabetes  
to auto-immune diseases. 

E mplo   y ees    W orl   d wi  d e
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We’ve added 1,500 talented professionals to  
our team worldwide since 2002.

7,400

As engagements grow, our consultants help clients in innumerable ways,  
from grappling with the complexities of Medicare Part D, to launching 
innovative new therapies in a crowded marketplace. Pursuits like these —  
and so many others — demand not only a wealth of market intelligence, but 
sophisticated models for optimization and deep knowledge across issues, 
therapy classes and markets. 

At IMS, we’re succeeding because this is exactly what we deliver. We do  
it better than anyone else — and we do it all over the world. The demand  
for our offerings and expertise is significant and, through our expanded  
business strategy, market opportunity has tripled in the past five years to more 
than $6 billion. 
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Looking ahead, our game plan for 2007 and beyond is to keep building  
on our strengths to become even more valuable to clients — helping  
them better measure and segment their markets, optimize their portfolio 
planning, generate more impact from their sales and promotional investments, 
and better demonstrate the value of medicines. Across our organization,  
we’ll keep adding to the quality and value we deliver, whether by building the 
world’s most robust anonymized patient-level information assets, or expanding 
therapy-level insights across major disease areas, from oncology to diabetes  
to auto-immune diseases. 
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“�How can our  
company optimize  
a product launch  
across many markets 
simultaneously?”

Q::



A:
When it comes to planning, IMS 
experts tap into the accumulated 
wisdom of years of study and 
analysis of thousands of launches — 
identifying and interpreting the 
critical factors that determine 
success for multinational, multi-
market products. And when it 
comes to execution, we offer 
seamless support, a single point of 
accountability, and the ability to 
rapidly transfer ideas, offerings and 
expertise across borders.
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I have great confidence that we are focused on all the right things. Our 
success reflects not only the soundness of our strategy, but the talent, 
determination and spirit of our 7,400 people — problem solvers with the 
depth and expertise to drive growth. I am very proud of this diverse team. 
They are passionate, committed and remarkably nimble in meeting client 
needs. We are building a high-performance culture that inspires our people  
to do their best … to innovate and work together across disciplines and 
geographies. Today, because of them, we are helping to advance the quality  
of healthcare worldwide. 

To help sustain this momentum, we announced two key executive appoint
ments in January 2007: Gilles Pajot as chief operating officer, and Leslye Katz 
as senior vice president and chief financial officer. They bring a deep 
knowledge of our business to their new roles, and already have demonstrated 
exceptional leadership and judgment during their years with the company. 

At IMS, we’re applying our assets and intellectual capital to precisely those 
areas where clients and other healthcare stakeholders need us most. Our 
opportunity is growing and so are we. We are financially strong and 
disciplined in executing our strategy, and continue to build a great track 
record of sustained performance.

In short, we are ideally positioned to deliver value to our investors — as a 
strong, resilient business, with a global leadership position, substantial market 
differentiators, and the financial flexibility and talented team to keep 
innovating for growth in 2007 and beyond.

Sincerely,

David R. Carlucci
Chairman and Chief Executive Officer

March 29, 2007
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UNITED STATES 
Securities and Exchange Commission

WASHINGTON, D.C. 20549

FORM 10-K
3   ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)  

OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2006

OR

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

For the transition period from                         to

Commission file number: 001-14049

IMS Health Incorporated
(Exact name of registrant as specified in its charter)

	 Delaware	 06-1506026
	 (State or other jurisdiction of incorporation or organization)	 (I.R.S. Employer Identification No.)

	 901 Main Avenue, Norwalk, Connecticut	 06851
	 (Address of principal executive offices)	 (Zip Code)

(203) 845-5200
(Registrant’s telephone number, including area code)

1499 Post Road, Fairfield, Connecticut  06824
(Former name, former address and former fiscal year, if changed since last report)

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

	 Title of each class	 Name of each exchange on which registered
	 Common Stock, $.01 par value per share	 New York Stock Exchange

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 3   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 3

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 12 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 3   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, or a non-accelerated filer. See definition 
of “accelerated filer and large accelerated filer” in Rule 12b-2 of the Exchange Act. 
Large accelerated filer 3     Accelerated filer      Non-accelerated filer  

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).  Yes    No 3

As of June 30, 2006, the aggregate market value of the registrant’s Common Stock held by non-affiliates of the registrant was  
approximately $5,410 million based on the closing transaction price on the New York Stock Exchange Composite Tape.

Indicate the number of shares outstanding of each of the issuer’s classes of Common Stock, as of the latest practicable date.

	 Class	 Outstanding at February 15, 2007
	 Common Stock, $.01 par value per share	 195,144,809 shares

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant’s Proxy Statement for the Annual Meeting of Shareholders scheduled to be held on May 4, 2007, are  
incorporated into Part III of this Form 10-K.
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Part I
Except where the context indicates otherwise, when we use the terms “IMS,” “Company,” “we,” “us” 
and “our,” we mean IMS Health Incorporated and all subsidiaries consolidated in the financial state-
ments contained or incorporated by reference herein.

Item 1. Business

IMS is the leading global provider of market intelligence to the pharmaceutical and healthcare indus-
tries. We offer leading-edge market intelligence products and services that are integral to our clients’ 
day-to-day operations, including portfolio optimization capabilities; launch and brand management 
solutions; sales force effectiveness innovations; managed care and consumer health offerings; and con-
sulting and services solutions that improve ROI and the delivery of quality healthcare worldwide. Our 
information products are developed to meet our clients’ needs by using data secured from a worldwide 
network of suppliers in more than 100 countries. Our key information products include:

	 •	 Sales Force Effectiveness to optimize sales force productivity and territory management;

	 •	 Portfolio Optimization to provide clients with insights into market opportunity and business 
development assessment; and

	 •	 Launch, Brand Management and Other to support client needs relative to market segmentation 
and positioning, life cycle management for prescription and consumer health pharmaceutical 
products and health economics and outcomes research offerings.

Within these key information products, we provide consulting and services that use in-house capabilities 
and methodologies to assist pharmaceutical clients in analyzing and evaluating market trends, strategies 
and tactics, and to help in the development and implementation of customized software applications and 
data warehouse tools.

IMS was incorporated under the laws of the State of Delaware in 1998 and we have operations in more 
than 100 countries. Until December 21, 2004, we also owned an approximately 25% equity interest in 
The TriZetto Group, Inc. (see Note 8 to the Consolidated Financial Statements in Part II, Item 8 of this 
Annual Report on Form 10-K).

Segment financial information, including financial information about domestic and foreign generated  
revenue, is set forth in Note 19 to the Consolidated Financial Statements in Part II, Item 8 of this 
Annual Report on Form 10-K.

Additional information regarding changes to and the development of our business is contained in 
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and in 
Notes 1, 2, 3, 4, 5, 8, 16 and 19 to the Consolidated Financial Statements in Part II, Items 7, 7A and 8 of 
this Annual Report on Form 10-K.
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IMS

We provide critical business intelligence, including information, analytics and consulting services to 
the pharmaceutical and healthcare industries worldwide. Our market intelligence products and ser-
vices serve our clients’ needs which we group into three broad areas: sales force effectiveness, portfolio 
optimization, and launch, brand management and other. We provide information services covering more 
than 100 countries and maintain offices in 76 countries on six continents, with approximately 63% of 
our total 2006 revenue generated outside the United States.

Our Products and Services

Sales Force Effectiveness Offerings.  Our Sales Force Effectiveness offerings represented approximately 
47% of our worldwide revenue in 2006. Sales Force Effectiveness offerings provide our customers with 
innovative solutions to enhance market share and revenue potential using sub-national sales and pre-
scription intelligence, easy-to-use access tools, and an array of consulting services. Using a total solutions 
approach, IMS Sales Force Effectiveness drives smart business decisions, shapes sales management and 
marketing strategies, and supports critical sales tactics to maximize market position and overall perfor-
mance. Offering actionable insight for markets worldwide, services within the Sales Force Effectiveness 
business area provide in-depth intelligence that support the planning, development and execution of 
critical business processes, including segmentation and targeting, sales force sizing and deployment, per-
formance assessment and compensation, and territory management. The IMS Sales Force Effectiveness 
offerings provide the in-depth information, market intelligence and analysis that empower our custom-
ers’ sales managers and enhance the effectiveness of their sales teams.

Our principal Sales Force Effectiveness offerings are as follows:

	 •	 Sales Territory Reporting Services. Sales territory reporting is the principal sales management 
service that we offer to our pharmaceutical clients. Sales territory reports can be precisely tailored 
for each client and measure the sales of a client’s own products and those of competitors within 
specified geographical configurations. These reports are designed to provide marketing and sales 
managers with a reliable measurement of each salesperson’s activity and effectiveness in his or her 
sales territory. Our sales territory reporting services cover more than 29 countries and are used 
by our customers for applications such as sales-force compensation, resource allocation, territory 
alignment, market analyses and distribution management. We make reports available to clients in 
a variety of frequencies, such as on a weekly, monthly and quarterly basis. In the United States, sales 
territory reports from our DDDTM service allow pharmaceutical clients to track the flow of sales 
for their products and those of their competitors to various levels of geography and channels of 
distribution. Our DDD database contains data on sales of pharmaceutical products through all dis-
tribution channels, including direct sales by pharmaceutical manufacturers and indirect sales through 
drug wholesalers, mail service distributors, warehousing chains and other specialty distributors.

	 •	 Prescription Tracking Reporting Services. Our prescription tracking reporting services are 
designed to monitor prescription activity and to track the movement of pharmaceutical products 
out of retail channels. Prescription tracking services are used by pharmaceutical companies to 
facilitate product marketing at the prescriber level. In the United States, our Xponent® service 
monitors prescription activity from retail pharmacies, long-term care and mail service pharma-
cies using a patented statistical methodology to project the prescription activity of nearly 1.4 
million individual prescribers on a weekly and monthly basis. Xponent is available in 6 European 
countries. The European Xponent database is built from prescription data collected from retail 
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pharmacies and coding centers, which are linked to the geographical area in which the prescrip-
tion was written. We also offer Early ViewTM, a sales optimization solution, providing weekly 
prescriber level activity, highlighting competitive prescribing trends for clients’ key prescribers 
directly to clients’ sales representatives electronically. IMS Healthcare Professional Spheres pro-
vide clients with timely and comprehensive information on 2.4 million healthcare professionals, 
including healthcare professionals’ names, addresses, organizational affiliations, license numbers and 
expiration dates and authorization statuses. IMS Healthcare Professional Spheres is used by our 
customers as the foundation upon which they build their Customer Master, an integral part of 
any successful data warehouse or CRM system.

	 •	 Sales & Account Management and Other Consulting & Services. Our Sales & Account 
Management practice focuses on helping customers assess the effectiveness of their sales strate-
gies and better design and deploy their sales forces. Using evidence-based research, our offerings 
in this practice help clients better segment their customer base, determine the optimal size and 
structure of their sales force based on that segmentation, and design call plans that optimally 
deploy the various sales resources across channels to better meet their customers’ needs and 
increase their sales force effectiveness. Our Information Management practice helps clients orga-
nize, integrate, warehouse and analyze valuable data assets from multiple sources. We also provide 
Client Services within this business line. Along with product set-up, installation and implementa-
tion, Client Services provides customer training and a variety of ongoing, post-sales services.

Portfolio Optimization Offerings.  Portfolio Optimization offerings represented approximately 29% of 
our worldwide revenue in 2006. IMS Portfolio Optimization provides customers with the intelligence 
and tools to identify and optimize pharmaceutical product portfolios, including currently marketed 
products and the new product pipeline. Providing a comprehensive range of offerings, Portfolio 
Optimization enables customers to evaluate, assess, understand, and implement strategies and tactics 
to improve bottom-line performance and set the course for the future. Integrating prescriptions, sales, 
disease/treatment, and industry intelligence, the Portfolio Optimization services provide a compre-
hensive picture of the worldwide market. From a national viewpoint down to regional and local level 
data, customers can complete a thorough market analysis, exploring all options to set the pace for brand 
leadership. Using in-depth business intelligence, analysis and forecasting, IMS offerings provide custom-
ers with the facts, interpretation and guidance to make the best portfolio optimization decisions.

Our principal Portfolio Optimization offerings include the following:

	 •	 Pharmaceutical Audits. These audits measure the sale of pharmaceutical products into pharmacies, 
supplemented in some countries by data collected from dispensing physicians, retail chains and 
discount stores. These audits contain data projected to national estimates, showing product sales by 
therapeutic class broken down by package size and dosage form. We publish pharmaceutical audits 
covering over 80 countries.

	 •	 Medical Audits. These audits are based on information collected from panels of practicing office-
based physicians and contain projected national estimates of the number of consultations for each 
diagnosed disease with details of the therapy prescribed. These audits also analyze the use physi-
cians make of individual drugs by listing the diseases for which they are prescribed, the potential 
therapeutic action the physician is expecting, other drugs prescribed at the same time, and estimates 
of the total number of drugs used for each disease. We publish medical audits covering 44 countries.
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	 •	 Hospital Audits. These audits contain data projected to national and regional estimates and show 
the sale of pharmaceutical products to hospitals by therapeutic class. Related reports provide 
audits of laboratory diagnostic supplies, hospital supplies and hospital records. We publish hospital 
audits covering 49 countries.

	 •	 Prescription Audits. These audits analyze the rate at which drugs move out of the pharmacy and 
into the hands of the consumer, and measure both what is prescribed by physicians and what is 
actually dispensed at the pharmacy. We publish prescription audits covering 9 countries.

	 •	 MIDAS® Services. MIDAS is an on-line multinational integrated data analysis tool that harnesses 
our worldwide databases and is used by the pharmaceutical industry to assess and utilize global 
pharmaceutical information and trends in multiple markets. Our MIDAS Quantum offering gives 
clients on-line access to pharmaceutical, medical, promotional and chemical data that we compile. 
Using MIDAS Quantum, our clients are able to view information from the national databases 
compiled by us and produce statistical reports in the format required by the client. MIDAS con-
tains information covering more than 70 countries.

	 •	 Other Portfolio Optimization Reports. These include Market Research Publications including the 
Pharmaceutical World ReviewTM; personal care reports, which measure the sale of medical surgical 
device product purchases; and reports on bulk chemical shipments and molecules for research and 
development. We have developed, in certain countries, disease and treatment information at the 
patient level (in which information is not identifiable at the individual patient level) that gives 
participants in the healthcare industry new insights into the treatment of diseases. The availability, 
scope and frequency of the foregoing reports vary on a country-by-country basis.

	 •	 Consulting & Services. Consultants in our Management Consulting group, and particularly 
its Performance Management practice, develop and track key business metrics to assist clients 
on a wide range of strategic issues relating to Portfolio Optimization. As with our Sales Force 
Effectiveness business line, our Information Management consulting group helps clients orga-
nize, analyze and warehouse valuable data assets from multiple sources related to their portfolios. 
We also provide Client Services within this business line. Along with product set-up, installation, 
and implementation of our offerings, Client Services includes customer training and a variety of 
ongoing, post-sales services.

Launch, Brand Management and Other offerings. Launch, Brand Management and Other Offerings 
represented approximately 24% of our worldwide revenue in 2006. Launch and Brand Management 
offerings combine information, analytical tools, and consulting and services to address client needs 
relevant to each stage in the lifecycle of their pharmaceutical brands. The areas covered include: brand 
planning, which helps our clients with market assessment and forecasting, market segmentation and 
product positioning; pricing & market access, which helps our clients to effectively price and drive 
market access for their products as well as assess the health economics and real world health outcomes 
associated with products; promotion management, which helps our clients measure, assess effectiveness 
and optimize promotion investment, channel mix and messaging; and, performance management, which 
helps our clients measure diagnosis and optimization for new product launches.

Offerings under Launch and Brand business line include:

	 •	 Promotional Audits. Our promotional audits measure pharmaceutical promotion for a particular 
market, including sales-force promotion and journal and mail advertising, based on information 
received from panels of physicians and from monitoring medical journals and direct mail. In the 
United States, spending on direct-to-consumer advertising is also measured. IMS publishes pro-
motional audit reports covering 25 countries. This evidential information is used to help clients 
improve the effectiveness of their promotional messages, mix and delivery.
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	 •	 Oncology Analyzer. Our Oncology Analyzer collects longitudinal patient information regarding 
the diagnosis and treatment in the critical area of Oncology across major markets. This informa-
tion helps clients and our consulting teams to understand markets, patient opportunities and 
treatment patterns to plan and execute successful strategies in Oncology.

	 •	 Forecasting Portfolio. Our forecasting portfolio includes multi-country forecasts of expected mar-
ket performance by country and within therapy category. These offerings are closely aligned with 
forecasting services, which include consulting and training.

We also provide other products and services in the following areas:

	 •	 Managed Care. Our managed care offerings provide an array of information to quantify the 
effects of managed care on the pharmaceutical and healthcare industry. Managed care offerings are 
used by clients to assist in evaluating the impact of managed care on the pharmaceutical market-
place and in enhancing the performance of their products through better contracting strategies, 
formulary management and tracking, plan performance tracking and monitoring plan relation-
ships with organizations, such as large medical groups, that may influence prescribing behavior. 
The types of reports include measurement of prescriptions at the plan level, formulary assessment 
and tracking, and tracking of prescription payment by type, such as cash, Medicaid or third-party 
payment. This service is available both in the United States and Canada. In addition, to address 
emerging Medicare needs in the United States, we make the following services available to our 
clients: strategic consulting, tactical consulting, rebate validation and performance evaluation.

	 •	 Consumer Health. Our consumer health services provide detailed product movement, market 
share and pricing information for over-the-counter, personal care, patient care and nutritional 
products. Consumer health offerings assist over-the-counter and pharmaceutical manufacturers in 
understanding consumer purchasing dynamics and promotional impact, examining and assess-
ing segmentation and sales force management, strategic business planning, market opportunity 
and performance management. We publish reports on the global consumer health market, with 
audited information covering 30 countries, and provide related services. PharmaTrend, our track-
ing service for over-the-counter pharmaceutical products purchased by consumers, is available in 
12 European countries.

	 •	 Consulting & Services. We provide evidence-based solutions that allow our clients to make 
informed business decisions. Such solutions include: Pricing & Market Access, formulating strate-
gies for product pricing, reimbursement, and market access; Product & Portfolio Development, 
providing solutions for strategic issues for molecules greater than eighteen months prior to launch 
as well as the lifecycle management; and Promotion Management, assisting our clients in optimiz-
ing brand or franchise promotion spending and messaging.

Our Data SupplieRs

Over the past five decades, we generally have developed and maintained strong relationships with our 
data suppliers in each market in which we operate. We have historical connections with many of the rel-
evant trade associations and professional associations, including for example, in the United States, where 
we have been designated as a database licensee by the American Medical Association (referred to in this 
document as AMA) for use and sublicensing of the AMA’s physician database. As the supply of pharma-
ceutical data is critical to our business, we devote significant human and financial resources to our data 
collection efforts.

Our Customers

Sales to the pharmaceutical industry accounted for substantially all of our revenue in 2006, 2005 and 
2004. All major pharmaceutical and biotechnology companies are our customers, and many of these 
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companies subscribe to reports and services in several countries. Our customer base is broad in scope 
and enables us to avoid dependence on any single customer. None of our customers accounted for more 
than 10% of our gross revenues in 2006, 2005 or 2004.

Our Competition

While no competitor provides the geographical reach or breadth of our services, we generally compete 
in the countries in which we operate with other information services companies, as well as with the 
in-house capabilities of our customers. Generally, competition has arisen on a country-by-country basis. 
In Europe, certain of our services compete with those offered by competitors such as Taylor Nelson in 
the United Kingdom, and Cegedim in France, Germany and the United Kingdom. In the United States, 
certain of our sales management services, including our sales territory and prescription tracking reports, 
compete with the offerings of various companies, particularly NDCHealth Corporation, which was 
acquired by Wolters Kluwer in 2005. Also, various companies compete with us in the United States with 
respect to our market research services, including Verispan, LLC. Our consulting and services businesses 
compete with various consulting firms around the world. Service, quality, coverage and speed of deliv-
ery of information services and products are the principal differentiators in our markets.

Our Intellectual Property

We own and control a number of trade secrets, confidential information, trademarks, trade names, copy-
rights, patents, patent applications and other intellectual property rights which, in the aggregate, are of 
material importance to our business. We own two significant U.S. patents relating to our Xponent prod-
uct, U.S. Patent Nos. 5,420,786 and 5,781,893, which will expire in 2012 and 2015, respectively. We also 
have numerous trade secrets relating to data processing that are of material importance to our business. 
Management believes that the “IMS” name and related names, marks and logos are of material impor-
tance to us. We are licensed to use certain technology and other intellectual property rights owned and 
controlled by others, and similarly, other companies are licensed to use certain technology and other 
intellectual property rights owned and controlled by us. The technology and other intellectual property 
rights licensed by us are of importance to our business, although our management believes that our 
business, as a whole, is not dependent upon any one intellectual property or group of such properties.

The names of our products and services referred to in this document are trademarks, service marks, 
registered trademarks or registered service marks owned by or licensed to us.

Our Employees

We had approximately 7,400 employees worldwide as of December 31, 2006. Almost all of these 
employees are full-time. None of our U.S. employees are represented by a union. In Austria, Belgium, 
France, Germany, Italy, the Netherlands and Spain, we have Works Councils, which are a legal require-
ment in those countries. We also have a European Works Council, which is a requirement under 
European Union laws. Management considers its relations with our employees to be good and to have 
been maintained in a normal and customary manner.

Available Information

We make available free of charge on or through our Internet website our annual reports on Form 
10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to those 
reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 



IMS 2006 ANNUAL REPORT • 27

(“Exchange Act”), as well as proxy statements, as soon as reasonably practicable after we electroni-
cally file such material with, or furnish it to, the U.S. Securities and Exchange Commission (“SEC”). 
Also posted on our website, and available in print upon the request of any shareholder to our Investor 
Relations Department, are our certificate of incorporation and by-laws, the charters for our Audit 
Committee, Human Resources Committee and Nominating and Governance Committee, our 
Corporate Governance Guidelines, our Policy on Business Conduct governing our directors, officers 
and employees, our Code of Ethics for Principal Executive Officer and Senior Financial Officers, our 
Guidelines for Determining Director Independence and our Policy and Procedures Governing Related-
Person Transactions. Within the time period required by the SEC and the New York Stock Exchange 
(“NYSE”), we will post on our website any amendment to the Policy on Business Conduct or the 
Code of Ethics for Principal Executive Officer and Senior Financial Officers or any waiver of either 
such policy applicable to any of our senior financial officers, executive officers or directors. In addi-
tion, our website includes information concerning purchases and sales of our equity securities by our 
executive officers and directors, as well as disclosure relating to certain non-GAAP financial measures (as 
defined in the SEC’s Regulation G) that we make public orally, telephonically, by webcast, by broadcast 
or similar means. Our Internet address is http://www.IMSHEALTH.com and the information described 
above can be found in the Investors section of that website. Our Investor Relations Department can be 
contacted at IMS Health Incorporated, 901 Main Avenue, Norwalk, Connecticut 06851, Attn: Investor 
Relations: (203) 845-5200, e-mail: askir@imshealth.com.

Item 1A. Risk Factors

In addition to the other information included or incorporated by reference into this Annual Report 
on Form 10-K, including the matters addressed under the caption “Forward-Looking Statements,” set 
forth below are some of the risks and uncertainties that, if they were to occur, could materially adversely 
affect our business or that could cause our actual results to differ materially from the results contem-
plated by the forward-looking statements contained in this report and other public statements we make. 

Our data suppliers might restrict our use of or refuse to license data, which could lead to our 
inability to provide certain products or services. 

Our products and services incorporate data that we collect from third parties. These suppliers of data 
may increase restrictions on our use of such data, fail to adhere to our quality control standards or refuse 
altogether to license the data to us. For example, in 2002 certain of our data suppliers in Japan began 
withholding certain data from us. This interruption in data supply led us to discontinue one of our 
Japanese products and adversely affected our operating results. If the suppliers of a significant amount of 
data that we use for one or more of our products or services were to impose additional contractual restric-
tions on our use of or access to data, fail to adhere to our quality control standards, or refuse to provide 
data, now or in the future, our ability to provide products and services to our clients could be materially 
adversely impacted, which could result in decreased revenue, net income and earnings per share. 

Data protection laws may restrict our activities.

Data protection laws affect our collection, use, storage and transfer of personally identifiable informa-
tion both abroad and in the United States. Compliance with such laws may require investment or may 
dictate that we not offer certain types of products and services. Failure to comply with such laws may 
result in, among other things, civil and criminal liability, negative publicity, data being blocked from use 
and liability under contractual warranties. 
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In addition, there is an increasing public concern regarding data protection issues and the number 
of jurisdictions with data protection laws has been slowly increasing. For example, there have been a 
number of legislative and regulatory initiatives in the U.S. and abroad in the area of access to medical 
data. These initiatives tend to seek to place restrictions on the use and disclosure of patient-identifiable 
information without consent and, in some cases, seek to extend restrictions to non-patient-identifiable 
information, e.g., prescriber identifiable information, or to the process of anonymizing data. There are 
also some initiatives that seek to restrict access to this information to non-commercial uses. While most 
of the current initiatives should not impact our business, there can be no assurance that these initiatives 
or future initiatives will not adversely affect IMS’s ability to generate or assemble data or to develop or 
market current or future products or services. 

Our business is subject to exchange rate fluctuations and our revenue and net income may suffer 
due to currency translations.

We operate globally, deriving approximately 63% of our 2006 revenue from non-United States opera-
tions. As a result, fluctuations in the value of foreign currencies relative to the U.S. dollar increase the 
volatility of U.S. dollar‑denominated operating results. Emerging markets currencies tend to be consid-
erably less stable than those in established markets, which may further contribute to volatility in our U.S. 
dollar-denominated operating results. 

As a result of devaluations and fluctuations in currency exchange rates or the imposition of limitations 
on conversion of foreign currencies into dollars, we are subject to currency translation exposure on the 
profits of our operations, in addition to economic exposure.

Our international operations present risks to our current businesses that could impede growth in 
the future. 

International operations are subject to various risks that could adversely affect our business, including: 

	 •	 costs of customizing services for foreign clients; 

	 •	 reduced protection for intellectual property rights in some countries; 

	 •	 the burdens of complying with a wide variety of foreign laws; 

	 •	 exposure to local economic conditions; and 

	 •	 exposure to local political conditions, including the risks of an outbreak of war, the escalation of 
hostilities, acts of terrorism and nationalization, expropriation, price controls or other restrictive 
government actions.

We are involved in tax related matters that could have a material effect on us.

We (and our predecessors) have entered, and we continue to enter, into global tax planning initiatives 
in the normal course of business. These activities are subject to review by applicable tax authorities and 
courts. As a result of the review process, uncertainties exist and it is possible that some of these matters 
could be resolved adversely to us, including those tax related matters described in Part I, Item 3 of this 
Annual Report on Form 10-K. Moreover, there can be no assurance that we will be able to maintain 
our effective tax rate. 

We are, and may become, involved in litigation that could harm the value of our business.

In the normal course of our business, we are involved in lawsuits, claims, audits and investigations, such 
as those described in Part I, Item 3 of this Annual Report on Form 10-K. The outcome of these mat-
ters could have a material adverse effect on our business, results of operation or financial condition. In 
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addition, we may become subject to future lawsuits, claims, audits and investigations that could result in 
substantial costs and divert our attention and resources.

Significant technological changes could render our products and services obsolete. We may not 
be able to develop the technology necessary for our business, or to do so efficiently. 

We operate in businesses that require sophisticated data collection and processing systems and software 
and other technology. Some of the technologies supporting the industries we serve are changing rap-
idly and we must continue to develop cost-effective technologies for data collection and processing to 
accommodate such changes. We also must continue to deliver data to our clients in forms that are easy 
to use while simultaneously providing clear answers to complex questions. There can be no guarantee 
that we will be able to develop new technologies for data collection, processing and delivery or that we 
will be able to do so as quickly or cost-effectively as our competition. Significant technological change 
could render our products and services obsolete. 

Moreover, the introduction of new products and services embodying new technologies and the emer-
gence of new industry standards could render existing products and services obsolete. Our continued 
success will depend on our ability to adapt to changing technologies, manage and process ever-increasing 
amounts of data and information and improve the performance, features and reliability of our products 
and services in response to changing client and industry demands. We may experience difficulties that 
could delay or prevent the successful design, development, testing, introduction or marketing of our prod-
ucts and services. New products and services, or enhancements to existing products and services, may not 
adequately meet the requirements of current and prospective clients or achieve any degree of significant 
market acceptance. 

Government imposed price restrictions on pharmaceutical companies could reduce demand for our 
products and services.

A number of countries in which we operate have enacted regulations limiting the prices pharmaceutical 
companies may charge for drugs. We believe that such cost containment measures will cause pharma-
ceutical companies to seek more effective means of marketing their products (which will benefit us 
in the medium and long-term). However, such governmental regulation may cause pharmaceutical 
companies to revise or reduce their marketing programs in the near term, which may in turn reduce the 
demand for certain of our products and services. This could result in decreased revenue, net income and 
earnings per share.

Our success will depend on our ability to protect our intellectual property rights. 

The success of our businesses will continue to depend, in part, on: 

	 •	 obtaining patent protection for our technology, products and services;

	 •	 defending our patents, copyrights and other intellectual property;

	 •	 preserving our trade secrets and maintaining the security of our know-how; and

	 •	 operating without infringing upon patents and proprietary rights held by third parties. 

We rely on a combination of contractual provisions, confidentiality procedures and patent, copyright, 
trademark, service mark and trade secret laws to protect the proprietary aspects of our products, services, 
databases and technologies. There can be no assurance that these protections will be adequate, or that we 
will adequately employ each and every one of these protections at all times, to provide sufficient protec-
tion in the future to prevent the use or misappropriation of our data, technology and other products 
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and services. Further, our competitors may develop products, services, databases or technologies that are 
substantially equivalent or superior to our products, services, databases or technologies. Although we 
believe that our products, services, databases, technologies and related proprietary rights do not infringe 
upon the proprietary rights of third parties, there can be no assurance that third parties will not assert 
infringement claims against us in the future. Litigation may be necessary to enforce our intellectual 
property rights, to protect our trade secrets and to determine the validity and scope of our proprietary 
rights. For example, we have been involved in litigation with Insight Health GmbH & Co. KG in 
Germany in order to protect our proprietary mapping software. In addition, the growing need for global 
data, along with increased competition and technological advances, puts increasing pressure on us to 
share our intellectual property for client applications. Any future litigation, regardless of outcome, could 
result in substantial expense and diversion of resources with no assurance of success and could seriously 
harm our business, financial condition and operating results. 

If we are unable to attract, retain and motivate employees, we will not be able to compete  
effectively and will not be able to expand our business.

Our success and ability to grow are dependent, in part, on our ability to hire, retain and motivate suffi-
cient numbers of talented people, with the increasingly diverse skills needed to serve clients and expand 
our business, in many locations around the world. Competition for highly qualified technical and 
managerial, and particularly consulting personnel, is intense. Recruiting, training and retention costs and 
benefits place significant demands on our resources. The inability to attract qualified employees in suf-
ficient numbers to meet particular demands or the loss of a significant number of our employees could 
have a serious negative effect on us, including our ability to obtain and successfully complete important 
client engagements and thus maintain or increase our revenues. 

We may be unsuccessful in identifying acquisition candidates or evaluating the material risks 
involved in any acquisition.

An important aspect of our business strategy in the past has been growth through acquisitions or joint 
ventures and we may continue to acquire or make investments in complementary businesses, technolo-
gies, services or products. There can be no assurance that we will be able to continue to identify and 
consummate acquisitions or joint ventures on satisfactory terms. Moreover, every acquisition and joint 
venture entails some degree of uncertainty and risk. For example, we may be unsuccessful in identify-
ing and evaluating business, legal or financial risks as part of the due diligence process associated with 
a transaction. In addition, some acquisitions will have contingent consideration components that may 
require us to pay additional amounts in the future in relation to future performance results of the 
acquired business. If we do not properly assess these risks, or if we fail to realize the benefits from one or 
more acquisitions, our business, results of operations and financial condition could be adversely affected.

We may be unsuccessful in integrating any acquired operations with our existing business.

We may experience difficulties in integrating operations acquired from other companies. These difficul-
ties include the diversion of management’s attention from other business concerns and the potential 
loss of key employees of the acquired operations. Acquisitions also frequently involve significant costs, 
often related to integrating information technology, accounting and management services and rational-
izing personnel levels. If we experience difficulties in integrating one or more acquisitions, our business, 
results of operations and financial condition could be adversely affected.



IMS 2006 ANNUAL REPORT • 31

Consolidation in the industries in which our clients operate may put pressure on the pricing  
of our products and services, and could increase the cost of acquiring data, leading to  
decreased earnings. 

Consolidation in the pharmaceutical industry could put pressure on the pricing of our information 
products and services, as the consolidated client seeks pricing concessions from us, and could limit avail-
able dollars for our products and services. In addition, when companies merge, the products and services 
they previously purchased separately are now purchased only once by the combined entity, leading to 
contract compression and loss of revenue. While we have experienced success in mitigating the revenue 
impact of any pricing pressure through effective negotiations and by providing services to individual 
businesses within a particular group, there can be no assurance as to the degree to which we will be able 
to continue to do so as consolidation continues. 

Hardware and software failures, delays in the operation of our computer and communications 
systems or the failure to implement system enhancements may harm our business. 

Our success depends on the efficient and uninterrupted operation of our computer and communica-
tions systems. A failure of our network or data gathering procedures could impede the processing of 
data, delivery of databases and services, client orders and day-to-day management of our business and 
could result in the corruption or loss of data. While many of our operations have appropriate disaster 
recovery plans in place, we currently do not have full backup facilities everywhere in the world to pro-
vide redundant network capacity in the event of a system failure. Despite any precautions we may take, 
damage from fire, floods, hurricanes, power loss, telecommunications failures, computer viruses, break-
ins and similar events at our various computer facilities could result in interruptions in the flow of data 
to our servers and from our servers to our clients. In addition, any failure by our computer environment 
to provide our required data communications capacity could result in interruptions in our service. In 
the event of a delay in the delivery of data, we could be required to transfer our data collection opera-
tions to an alternative provider of server hosting services. Such a transfer could result in significant 
delays in our ability to deliver our products and services to our clients. Additionally, significant delays 
in the planned delivery of system enhancements, improvements and inadequate performance of the 
systems once they are completed could damage our reputation and harm our business. Finally, long-
term disruptions in the infrastructure caused by events such as natural disasters, the outbreak of war, 
the escalation of hostilities, and acts of terrorism (particularly involving cities in which we have offices) 
could adversely affect our businesses. Although we carry property and business interruption insurance, 
our coverage may not be adequate to compensate us for all losses that may occur.

Changes in tax laws or their application may adversely affect our reported results.

We operate in approximately 100 countries worldwide and our earnings are subject to taxation in many 
differing jurisdictions and at differing rates. We seek to organize our affairs in a tax efficient manner, 
taking account of the jurisdictions in which we operate. Tax laws that apply to our business may be 
amended by the relevant authorities, for example as a result of changes in fiscal circumstances or priori-
ties. Such amendments, or their application to our business, may adversely affect our reported results.

Our businesses are subject to significant or potential competition that is likely to intensify in 
the future. 

Our future growth and success will be dependent on our ability to successfully compete with other 
companies that provide similar services in the same markets, some of which may have financial, market-
ing, technical and other advantages. 
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Disruptions in commerce could adversely affect our business.

Commerce could be disrupted by various political, economic, world health or other conditions. 
Examples of such disruptions that could adversely affect our business include:

	 •	 terrorist activity, the threat of such activity, and responses to and results of such activity and threats, 
including but not limited to effects, domestically and/or internationally, on us, our personnel and 
facilities, our customers and suppliers, financial markets and general economic conditions; and 

	 •	 an outbreak of SARS, avian influenza (Bird Flu) or other epidemic, the fear of such an epidemic, 
and responses to and results of such an epidemic or fear thereof, including but not limited to 
effects, domestically and/or internationally, on us, our personnel and facilities, our customers and 
suppliers, financial markets and general economic conditions.

If such disruptions result in cancellations of or reductions in customer orders or contribute to a general 
decrease in economic activity, or directly impact our marketing, production, financial and logistics func-
tions, our results of operations and financial condition could be materially adversely affected.

The success of our business will largely depend on the performance of the pharmaceutical and 
healthcare industries.

The vast majority of our revenues are generated from sales to the pharmaceutical and healthcare indus-
tries. To the extent the businesses we serve, especially our clients in the pharmaceutical and healthcare 
industries, are subject to financial pressures of, for example, price controls, increased costs or reduced 
demand for their products, the demand for our products and services, or the price our clients are willing 
to pay for those products and services, may decline. 

Item 1B. Unresolved Staff Comments

There are no unresolved written comments that were received from the SEC staff 180 days or more 
before the end of our 2006 fiscal year.

Item 2. Properties 

Our executive offices are located at 901 Main Avenue, Norwalk, Connecticut in a leased property 
(approximately 35,000 square feet).

Our property is geographically distributed to meet our sales and operating requirements worldwide. Our 
properties and equipment are generally considered to be both suitable and adequate to meet current 
operating requirements and virtually all space is being utilized.

Our owned properties located within the United States include two facilities. These properties are 
located in Plymouth Meeting (approximately 212,000 square feet) and West Norriton, Pennsylvania 
(approximately 17,000 square feet).

Our active owned properties located outside the United States include: one property in each of Buenos 
Aires, Argentina (approximately 12,000 square feet); Brussels, Belgium (25,000 square feet); Santiago, 
Chile (approximately 4,000 square feet); Caracas, Venezuela (approximately 4,000 square feet); and 
London (approximately 102,000 square feet).

Our operations are also conducted from nineteen leased offices located throughout the United States 
and 101 leased offices in non-United States locations.
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We own or lease a variety of computers and other equipment for our operational needs. We continue to 
upgrade and expand our computers and related equipment in order to increase efficiency, enhance reli-
ability and provide the necessary base for business expansion.

Item 3. Legal Proceedings

We are involved in legal and tax proceedings, claims and litigation arising in the ordinary course of 
business. We periodically assess our liabilities and contingencies in connection with these matters based 
upon the latest information available. For those matters where we currently believe it is probable that 
we will incur a loss and that the probable loss or range of loss can be reasonably estimated, we have 
recorded reserves in the Consolidated Financial Statements based on our best estimates of such loss. In 
other instances, because of the uncertainties related to either the probable outcome or the amount or 
range of loss, we are unable to make a reasonable estimate of a liability, if any. However, even in many 
instances where we have recorded a reserve, we are unable to predict with certainty the final outcome 
of the matter or whether resolution of the matter will materially affect our results of operations, finan-
cial position or cash flows. As additional information becomes available, we adjust our assessment and 
estimates of such liabilities accordingly.

Based on our review of the latest information available, we believe our ultimate liability in connec-
tion with pending tax and legal proceedings, claims and litigation will not have a material effect on 
our results of operations, cash flows or financial position, with the possible exception of the matters 
described below.

Legacy and Related Matters

D&B Legacy and Related Tax Matters

Sharing Disputes. In 1996 the company then known as The Dun & Bradstreet Corporation (“D&B”) 
and now known as R.H. Donnelley Corporation (“Donnelley”) separated into three public companies 
by spinning-off ACNielsen Corporation (“ACNielsen”) and the company then known as Cognizant 
Corporation (“Cognizant”) and now known as Nielsen Media Research, Inc., a subsidiary of The 
Nielsen Company, formerly known as VNU N.V. (“NMR”) (the “1996 Spin-Off”). The agreements 
effecting the 1996 Spin-Off allocated tax-related liability with respect to certain prior business trans-
actions (the “Legacy Tax Controversies”) between D&B and Cognizant. The D&B portion of such 
liability is now shared among Donnelley and certain of its former affiliates (the “Donnelley Parties”), 
and the Cognizant portion of such liability is shared between NMR and the Company pursuant to the 
agreements effecting Cognizant’s spin-off of the Company in 1998 (the “1998 Spin-Off”). 

The underlying tax controversies with the Internal Revenue Service (the “IRS”) have substantially all 
been resolved and the Company paid to the IRS the amounts that it believed were due and owing. In 
the first quarter of 2006, Donnelley indicated that it disputed the amounts contributed by the Company 
toward the resolution of these matters based on the Donnelley Parties’ interpretation of the allocation 
of liability under the 1996 Spin-Off agreements. The Donnelley Parties on the one hand, and NMR 
and the Company, on the other hand, have attempted to resolve these disputes through negotiation. The 
1996 Spin-Off agreements provide that if the parties cannot reach agreement through negotiation they 
must arbitrate the disputes. 

On August 14, 2006, the Donnelley Parties commenced arbitration regarding one of these disputes 
(referred to herein as the “Dutch Partnership Dispute”) by filing a Notice of Arbitration and Statement 
of Claim (the “Donnelley Statement”) with the American Arbitration Association International Center 
for Dispute Resolution (the “AAA”). In the Donnelley Statement, the Donnelley Parties claim that the 
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Company and NMR collectively owe approximately an additional $10,800 with respect to the Dutch 
Partnership Dispute (if determined liable, the Company’s share of this amount would be approximately 
$5,400 (tax and interest, net of federal income tax benefit)). On October 16, 2006, the Company and 
NMR filed a Statement of Defense denying all claims made by the Donnelley Parties in the Donnelley 
Statement. The parties are currently engaged in discovery in this arbitration.

The Company accrued approximately $24,900 for the Dutch Partnership Dispute and the remaining 
disputes in 2006. During 2006, the Company made payments with regard to one of the disputes of 
approximately $5,900 (including tax and interest, net of federal income tax benefit) related to certain 
1995 and 1996 shared state and local legacy tax liabilities. As of December 31, 2006 the Company has a 
reserve of approximately $20,200 for the remainder of these matters. The Company intends to vigor-
ously defend itself with respect to the Dutch Partnership Dispute and the remaining disputes.

The Partnership (Tax Year 1997). The IRS is seeking to reallocate certain items of partnership income 
and expense as well as disallow certain items of partnership expense with respect to a partnership now 
substantially owned by the Company (the “Partnership”) on the Partnership’s 1997 tax return. During 
1997, the Partnership was substantially owned by Cognizant, but liability for this matter was allocated to 
the Company pursuant to the agreements effecting the 1998 Spin-Off. The Company has filed a formal 
protest relating to the proposed assessment for 1997 with the IRS Office of Appeals. The Company is 
attempting to resolve this matter in the administrative appeals process before proceeding to litigation if 
necessary. If the IRS were to ultimately prevail in its position, the Company’s liability (tax and interest, 
net of tax benefit) with respect to tax year 1997 would be approximately $20,300, which amount the 
Company had reserved in current accrued income taxes payable at December 31, 2006.

In addition to these matters, the Company and its predecessors have entered, and the Company contin-
ues to enter, into global tax planning initiatives in the normal course of their businesses. These activities 
are subject to review by applicable tax authorities. As a result of the review process, uncertainties exist 
and it is possible that some of these matters could be resolved adversely to the Company.

Matters Before the Belgian Competition Service

Complaints were filed in 1998 and 1999 against the Company with the Belgian Competition Service 
(“BCS”) alleging abuse of a dominant position on the Belgian market. In October 1999 and 2000, 
the Chairman of the Belgian Competition Council (“BCC”) adopted interim measures against the 
Company, with which the Company complied. In December 2004, the Company received a formal 
statement of objections alleging that the Company had abused its dominant position on the Belgian 
market in violation of Article 82 of the EC Treaty and corresponding Belgian law. The Company sub-
mitted its comments to the statement of objections in writing to the BCC in February 2005. 

In a separate matter, in October 2004, the BCS notified IMS of a request for information in connec-
tion with IMS’s acquisition in April 2004 of a competitor in the Belgian market, Source Informatics 
Belgium S.A. The BCS is investigating whether such acquisition may have violated Article 82 of the 
EC Treaty and corresponding Belgian law. The Company responded to the request for information in 
December 2004.

The Company intends to continue to vigorously defend itself in these matters before the Belgian com-
petition authorities. Management of the Company is unable to predict at this time the final outcome 
of these matters or whether adverse resolutions thereof could materially affect the Company’s results of 
operations, cash flows or financial position in the period in which such adverse resolution occurs.
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Item 4. Submission of Matters to a Vote of Security Holders

There were no matters submitted to a vote of security holders during the fourth quarter of our fiscal 
year ended December 31, 2006.

EXECUTIVE OFFICERS OF THE REGISTRANT*

Officers are appointed by the Board of Directors to hold office until their respective successors are 
chosen and qualified. Listed below are the executive officers of IMS at February 13, 2007 and brief 
summaries of their business experience during the past five years.

Name 	 Title	 Age

David R. Carlucci. . . . . . . . .          	 Chairman, Chief Executive Officer and President**	 52
Gilles V. J. Pajot . . . . . . . . . . .            	 Executive Vice President and Chief Operating Officer	 57
Bruce F. Boggs. . . . . . . . . . . .             	 Senior Vice President, Global Marketing and External Affairs	 54
Leslye G. Katz. . . . . . . . . . . .             	 Senior Vice President and Chief Financial Officer	 52
Kevin S. McKay. . . . . . . . . . .            	 Senior Vice President, Customer Delivery and Development	 53
Robert H. Steinfeld. . . . . . . .         	 Senior Vice President, General Counsel and Corporate Secretary	 52
Jeffrey J. Ford. . . . . . . . . . . . .              	 Vice President and Treasurer	 41
Marie B. Sonde. . . . . . . . . . .            	 Vice President—Global Human Resources	 42
John R. Walsh. . . . . . . . . . . .             	 Vice President—Corporate Development	 52
Kevin C. Knightly. . . . . . . . .          	 President, IMS Europe, Middle East and Africa (“EMEA”)	 45
William J. Nelligan. . . . . . . . .          	 President, IMS Americas	 46

*	 Set forth as a separate item pursuant to Item 401(b) of the Securities and Exchange Commission’s Regulation S-K.
**	Member of the Board of Directors.

Mr. Carlucci was appointed Chairman, Chief Executive Officer and President of IMS in April, 2006, 
Chief Executive Officer and President in January, 2005 and President and Chief Operating Officer 
in October, 2002. Before joining IMS, Mr. Carlucci was General Manager, IBM Americas, which 
comprises all of IBM’s sales and distribution operations in the U.S., Canada and Latin America from 
January, 2000 until January, 2002. Prior to that, Mr. Carlucci held roles of increasing responsibility at 
IBM, including General Manager, IBM’s S/390 Division from January, 1998 to January, 2000; Chief 
Information Officer from February, 1997 to January, 1998; General Manager, IBM Printing Systems 
Company from July, 1995 to January, 1997; Vice President, systems, industries and services, Asia Pacific 
from January, 1993 to July, 1995; and Vice President, marketing and channel management, IBM Personal 
Computer Company—North America from February, 1990 to December, 1992. He joined IBM in 
1976 as a Sales Representative.

Mr. Pajot was appointed Executive Vice President and Chief Operating Officer in January, 2007. Mr. 
Pajot was Executive Vice President and President, Global Business Management from January, 2006 
until January, 2007. From November, 2000 until January, 2006, Mr. Pajot was Executive Vice President 
and President, IMS EMEA. He joined the Company as President of IMS EMEA Region in December, 
1997. Previously, Mr. Pajot worked for 20 years with Pharmacia & Upjohn and its predecessor  
company, serving as Senior Vice President at Pharmacia & Upjohn from July, 1997 to December, 1997, 
with responsibility for global restructuring initiatives following the 1995 merger of Pharmacia & 
Upjohn. From November, 1995 to July, 1997, he was Senior Vice President of Pharmacia & Upjohn’s 
Europe, Middle East and Africa Region. Prior to that, he served as Executive Vice President, Worldwide 
Pharmacia AB from September, 1994 to November, 1995.
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Mr. Boggs was appointed Senior Vice President Global Marketing and External Affairs in November, 
2006. From January, 2004 to November, 2006, Mr. Boggs was Senior Vice President and President, IMS 
Americas. He joined IMS in August, 2002 as Senior Vice President of U.S. Sales. Before joining IMS, 
Mr. Boggs was General Manager for IBM’s Personal Systems Group—Americas, from September, 1998 
to August, 2002. Prior to that, he held roles of increasing responsibility at IBM, including Director, 
Health and Public Sector Industries, General Manager of Healthcare for North America, and Corporate 
Director of Strategic Development. Mr. Boggs joined IBM in 1976 as a Marketing Representative.

Ms. Katz was appointed Senior Vice President and Chief Financial Officer in January, 2007. She served 
as Vice President and Controller of IMS from October, 2001 to January, 2007. Prior to that, Ms. Katz 
served as Vice President and Chief Financial Officer of American Lawyer Media, Inc., a legal journalism 
and information company, from September, 1998 to July, 2001. She was Vice President and Treasurer of 
Cognizant Corporation from August, 1996 to August, 1998. Ms. Katz held a number of senior financial 
management positions at The Dun & Bradstreet Corporation from 1980 to 1996.

Mr. McKay was appointed Senior Vice President, Customer Delivery and Development in April, 2004. 
Mr. McKay joined IMS in September, 2003 as Senior Vice President, Business Transformation. Prior to 
joining IMS, Mr. McKay was Chief Executive Officer of Verticalnet, Inc., a provider of supply manage-
ment software and services, from April, 2002 until December, 2002. From November, 2000 until April, 
2002, Mr. McKay was Chief Executive Officer of Capita Technologies, a technology service provider. 
From August, 1998 until April, 2000, Mr. McKay was Chief Executive Officer of SAP America, Inc. Mr. 
McKay joined SAP America, Inc. in June, 1995 as Chief Financial Officer and served as Chief Financial 
Officer and Chief Operating Officer of that company from December, 1995, until August, 1998. Prior 
to joining SAP, Mr. McKay was Executive Vice President and Corporate Controller at Sony Electronics. 
Prior to joining Sony, Mr. McKay was employed by the accounting firm Price Waterhouse for approxi-
mately twelve years.

Mr. Steinfeld was appointed Senior Vice President, General Counsel and Corporate Secretary in  
November, 2000. He was appointed Vice President, Taxes in April, 1998, and named Senior Vice 
President, Tax and Corporate Development in August, 2000. Mr. Steinfeld joined Cognizant Corporation  
in February, 1997 as Director of Taxes. From September, 1993 to February, 1997, he was Vice President, 
Taxation at Ultramar Corporation, a multinational petroleum refining and marketing company. From 
1991 to 1993, he served as Vice President, Taxes at GAF Corporation and its publicly traded subsidiary, 
International Specialty Products, Inc. Prior to that, Mr. Steinfeld was a Partner and Chairman of the Tax 
Department at the law firm of Webster & Sheffield.

Mr. Ford was appointed Vice President and Treasurer in February, 2004. Prior to that, from October, 
2001 to February, 2004, he served as Vice President and Chief Financial Officer of the IMS EMEA 
Region. Mr. Ford joined IMS in July of 1999, as Assistant Controller of IMS. Prior to joining IMS, Mr. 
Ford served for twelve years at the accounting firm of PricewaterhouseCoopers serving in various posi-
tions of increasing management responsibility.

Ms. Sonde was appointed Vice President, Global Human Resources in July, 2003. Prior to that, from 
January, 2001 through July, 2003, she served as Vice President, Global Compensation and Benefits. From 
August, 2000 until January, 2001, she was Vice President, Global Executive Compensation and Benefits, 
and from July, 1998 through August, 2000, she was Director, Executive Compensation. Ms. Sonde joined 
Cognizant Corporation in 1996 and served as Director, Financial Planning until July, 1998. Prior to that, 
she served in various finance and accounting positions for The Dun and Bradstreet Corporation from 
1987 through 1996.
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Mr. Walsh has served as Vice President, Corporate Development since February, 2004. From February, 
2003 until February, 2004, he served as Vice President, Corporate Development and Treasurer. From 
July, 2002 until February, 2003, Mr. Walsh served as Vice President and Treasurer and from November, 
2001 until July, 2002, he served as Vice President—Investor Relations and Treasurer. From July, 1998 
until November, 2001, he served as Vice President—Investor Relations. Mr. Walsh joined Cognizant 
Corporation in April, 1997 as Director—Financial Planning. Prior to that he served in various capacities 
in Finance for MCI Communications Corporation from 1985 to 1997.

Mr. Knightly was appointed President, EMEA in January, 2006. From 2003 until January, 2006, he 
served as Senior Vice President, Marketing and Major Markets, EMEA. From 2001 to 2003, Mr. 
Knightly was Senior Vice President of Operations IMS Europe and from 1998 to 2001 he was Chief 
Financial Officer of IMS Europe. From 1994 until his transfer to Europe, Mr. Knightly served as Chief 
Financial Officer of IMS America. He joined IMS as Vice President Finance, Market Research Division 
of IMS America in 1991. Prior to that, Mr. Knightly held a number of senior financial management 
positions at The Dun & Bradstreet Corporation from 1988 to 1991.

Mr. Nelligan was appointed President, IMS Americas in November, 2006. From July, 2004 until 
November, 2006, Mr. Nelligan served as Senior Vice President, Strategic Partners, IMS Americas. Prior 
to that, Mr. Nelligan served as President, IMS Asia Pacific from December, 2001 until July, 2004. Mr. 
Nelligan joined IMS as Senior Vice President, Emerging Markets in September, 2000. Before joining 
IMS, Mr. Nelligan served as vice president of Wind Corporation, a global sourcing service provider in 
the hardware component marketplace from 1999 until 2000. Prior to that, he was a director of interna-
tional business for Goodway Technologies, an industrial products manufacturer from 1997 until 1999. 
From 1989 to 1997, Mr. Nelligan held various sales and marketing and international business devel-
opment positions with Medical Economics, Inc. a member of the Thomson Healthcare Information 
Group, an operating unit of Thomson Corporation.
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Part II

Item 5. Market for the Registrant’s Common Equity, Related Stockholder 
Matters and Issuer Purchases of Equity Securities

The principal market on which our Common Stock is traded is the NYSE. Information relating to the 
high and low sales prices per share of our Common Stock for each full quarterly period during 2005 
and 2006 is set forth under the heading “IMS Health Common Stock Information” in Part II, Item 7 of 
this Annual Report on Form 10-K. As of February 15, 2007, there were 4,452 holders of record of our 
Common Stock.

Information relating to our payment of dividends during 2005 and 2006 is set forth under the heading 
“Dividends” in Part II, Item 7 of this Annual Report on Form 10-K.

The following table provides information about our purchase during the quarter ended December 31, 
2006 of equity securities that are registered by us pursuant to Section 12 of the Exchange Act.

			   Total Number of Shares	 Maximum Number of Shares 
	 Total Number of	 Average Price	 Purchased Under Publicly	 that May Yet Be Purchased 
Period	 Shares Purchased	 Paid per Share	 Announced Programs	 Under the Programs1

October 1–31, 2006. . . . . . .       	 —		  —	 —	 6,443,700
November 1–30, 2006. . . . .     	 —		  —	 —	 6,443,700
December 1–31, 2006. . . . .     	 —		  —	 —	 16,443,700

Total. . . . . . . . . . . . . . . . . .                  	 —		  —	 —	 16,443,700

1	 In January 2006, the Board of Directors authorized a stock repurchase program to buy up to 30,000,000 shares. As of December 31, 2006, 
6,443,700 shares remained available for repurchase under the January 2006 program. Unless terminated earlier by resolution of our Board of 
Directors, this program will expire when we have repurchased all shares authorized for repurchase thereunder.

	 In December 2006, the Board of Directors authorized a stock repurchase program to buy up to 10,000,000 shares. As of December 31, 2006, 
10,000,000 shares remained available for repurchase under the December 2006 program. Unless terminated earlier by resolution of our Board of 
Directors, this program will expire when we have repurchased all shares authorized for repurchase thereunder.

	 On January 29, 2007, we purchased 6,134,970 shares of our outstanding Common Stock pursuant to an accelerated share repurchase program. 

Information relating to compensation plans under which our equity securities are authorized for issu-
ance is set forth in Part III, Item 12 of this Annual Report on Form 10-K.



IMS 2006 ANNUAL REPORT • 39

							       Compound 
							       Annual 
	 12/31/2001	 12/31/2002	 12/31/2003	 12/31/2004	 12/30/2005	 12/29/2006	 Return Rate

IMS HEALTH  
INCORPORATED. . . . . . . .         	 $	100.00	 $	82.39	 $	128.59	 $	120.48	 $	129.81	 $	143.79		 7.5%

Pharmaceutical Services Group1. . 		  100.00		  86.12		  93.55		  91.81		  118.56		  115.14		  2.9%
S&P 500 Pharmaceutical . . . . . .       		  100.00		  79.96		  86.99		  80.55		  77.85		  90.18		  -2.0%
S&P 500. . . . . . . . . . . . . . . . . .                   		  100.00		  77.90		  100.23		  111.10		  116.57		  134.96		  6.2%

1	 The Pharmaceutical Services Group consists of Cardinal Health, Covance, Dendrite International, and McKesson. NDCHealth is included through 
12/31/2005. In January 2006, NDC was acquired by Per-Se who has agreed to be acquired by McKesson.

The cumulative total shareholder return graph and accompanying information set forth above is being 
furnished and shall not be deemed filed for purposes of Section 18 of the Securities Exchange Act of 1934, 
as amended, or otherwise subject to the liabilities of such section. The cumulative total shareholder return 
graph and accompanying information set forth above shall not be incorporated by reference into any reg-
istration statement or other document pursuant to the Securities Act of 1933, as amended.

Item 6. Selected Financial Data

The Selected Financial Data table is set forth in Part II, Item 8 of this Annual Report on Form 10-K.

performance graph

IMS Health Incorporated
COMPARISON OF CUMULATIVE TOTAL RETURN to shareholders
December 31, 2001 to December 29, 2006
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This discussion and analysis should be read in conjunction with the accompanying Consolidated 
Financial Statements and related notes.

Executive Summary

Our Business

IMS Health Incorporated (“we,” “us” or “our”) is the leading global provider of market intelligence to 
the pharmaceutical and healthcare industries. We offer leading-edge market intelligence products and 
services that are integral to our clients’ day-to-day operations, including portfolio optimization capabili-
ties; launch and brand management solutions; sales force effectiveness innovations; managed care and 
consumer health offerings; and consulting and services solutions that improve ROI and the delivery of 
quality healthcare worldwide. Our information products are developed to meet client needs by using 
data secured from a worldwide network of suppliers in more than 100 countries. Key information  
products include:

	 •	 Sales Force Effectiveness to optimize sales force productivity and territory management;

	 •	 Portfolio Optimization to provide clients with insights into market opportunity and business 
development assessment; and

	 •	 Launch, Brand Management and Other to support client needs relative to market segmentation 
and positioning, life cycle management for prescription and consumer health pharmaceutical 
products and health economics and outcomes research offerings.

Within these business lines, we provide consulting and services that use in-house capabilities and meth-
odologies to assist pharmaceutical clients in analyzing and evaluating market trends, strategies and tactics, 
and to help in the development and implementation of customized software applications and data 
warehouse tools.

We operate in more than 100 countries. Until December 21, 2004, we also owned approximately 
a 25% equity interest in the TriZetto Group, Inc. (“TriZetto”) (see Note 8 to the Consolidated 
Financial Statements).

We manage on a global business model with global leaders for the majority of our critical business  
processes and accordingly have one reportable segment.

We believe that important measures of our financial condition and results of operations include oper-
ating revenue, constant dollar revenue growth, operating income, constant dollar operating income 
growth, operating margin and cash flows.

Performance Overview

Our 2006 operating revenues of $1,958,588 grew 11.6% from operating revenues of $1,754,791 in 
2005. The increase in our operating revenue resulted from growth in revenue in all three of our business 
lines. Our operating income grew 5.6% to $444,186 in 2006 as compared to $420,820 in 2005. The 
growth in operating income was a result of increased operating revenues, partially offset by increases in 
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operating costs, external-use software amortization, selling and administrative expenses and depreciation 
and other amortization, as discussed below. 

Our net income was $315,511 in 2006 as compared to $284,091 in 2005, due to growth in Operating 
Income as well as the Non-Operating Income, net items discussed below and certain tax items as 
discussed in Note 13 of the Consolidated Financial Statements. Our fully diluted earnings per share of 
Common Stock was $1.53 for 2006, a $0.31 per share increase compared with 2005.

Results of Operations

RECLASSIFICATIONS.  Certain prior-year amounts have been reclassified to conform to the 2006 presentation.

References to constant dollar results.  We report results in U.S. dollars but we do business on 
a global basis. Exchange rate fluctuations affect the rate at which we translate foreign revenues and 
expenses into U.S. dollars and have important effects on our results. In order to illustrate these effects, 
the discussion of our business in this report sometimes describes the magnitude of changes in constant 
dollar terms. We believe this information facilitates a comparative view of business growth. In 2006, 
the U.S. dollar was generally stronger against other currencies for the first half of the year and generally 
weaker in the second half of the year compared to 2005. As a result, growth at constant dollar exchange 
rates was generally lower than growth at actual currency exchange rates. See “How Exchange Rates 
Affect Our Results” below for a more complete discussion regarding the impact of foreign currency 
translation on our business.

	Y ears ended December 31,	 % Variance

				    2006	 2005 	
	 2006	 2005	 2004 	 vs. 2005	 vs. 2004

Operating Revenue. . . . . . . . . . . . . . . . . . .                  	 $	1,958,588	 $	1,754,791	 $	1,569,045		  11.6%		  11.8%
Operating costs. . . . . . . . . . . . . . . . . . . . . .                     		  849,659		  759,089		  668,144		  11.9		  13.6
External-use software amortization. . . . . . . .       		  43,297		  39,142		  36,199		  10.6		  8.1
Selling and administrative expenses. . . . . . . .       		  541,645		  452,331		  384,016		  19.7		  17.8
Depreciation and other amortization. . . . . . .      		  73,785		  65,481		  57,335		  12.7		  14.2
Severance, impairment and other charges . . .  		  —		  —		  36,890		  —		  —
Merger costs. . . . . . . . . . . . . . . . . . . . . . . .                       		  6,016		  17,928		  —		  (66.4)		  —

Operating Income. . . . . . . . . . . . . . . . . . . .                   	 $	 444,186	 $	 420,820	 $	 386,461		  5.6%			   8.9%

Stock-Based Compensation Expense.  Statement of Financial Accounting Standards (“SFAS”) No. 123 
(revised 2004), “Share-Based Payment,” (“SFAS 123R”) was adopted on January 1, 2006, which now 
requires among other items, the recognition of stock option expense in the results of operations. The 
modified prospective transition method was elected; therefore, prior period results were not retrospec-
tively adjusted. Prior to the adoption of SFAS 123R, stock-based compensation expense related to 
stock options was not recognized in the results of operations if the exercise price was at least equal to 
the market value of the Common Stock on the grant date, in accordance with Accounting Principles 
Board (“APB”) Opinion No. 25, “Accounting for Stock Issued to Employees,” (“APB 25”). As a result, 
the recognition of stock-based compensation expense was generally limited to the expense attributed 
to restricted stock units and stock option modifications. Historically, stock options have been granted to 
broad groups of employees on a discretionary basis. Beginning in fiscal 2006, employees are eligible 
to receive restricted stock units with a service condition of four years instead of stock options with a 
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service condition of three years. Employees in more advanced leadership positions will continue to be 
eligible to receive restricted stock units which contain performance and service conditions. 

As a result of adopting SFAS 123R on January 1, 2006, our income before income taxes and net income 
for the year ended December 31, 2006 are $39,753 lower and $27,804 lower, respectively, than if we had 
continued to account for share-based compensation under APB 25. Basic and diluted earnings per share 
for the year ended December 31, 2006 were $1.56 and $1.53, respectively, but would have been $1.69 
and $1.66, respectively, if we had not adopted SFAS 123R. Stock-based compensation expense was 
$42,778 before taxes during the year ended December 31, 2006 and $40,523 before taxes during the 
year ended December 31, 2005. Stock-based compensation expense recognized in the results of opera-
tions for the year ended December 31, 2006 was $2,255 higher than the pro forma amount determined 
under the fair value-based method and disclosed in accordance with SFAS 123 No. 123 “Accounting 
for Stock-Based Compensation” (“SFAS 123”), for the comparable prior year. This increase was primar-
ily due to higher fair value amounts attributed to the more recent awards, acceleration of the vesting 
of restricted stock units and stock options of one employee in an advanced leadership position due 
to retirement, and an increase in restricted stock unit amortization expense due to the timing of our 
annual employee stock awards. 

Operating Income

Our operating income for 2006 increased 5.6% to $444,186 from $420,820 in 2005. The change was 
due to the increase in our operating revenue, partially offset by increases in our operating costs and sell-
ing and administrative expenses driven by increased cost of data, investments in consulting and services 
capabilities, the adoption of SFAS 123R and decreased merger costs, as discussed below. Excluding the 
effects of our adoption of SFAS 123R and merger costs, our non-GAAP operating income increased 
11.7% on a reported basis and 11.5% in constant dollar terms.

Our operating income for 2005 increased 8.9% to $420,820 from $386,461 in 2004. The change was 
due to the increase in our operating revenue, partially offset by an increase in our operating costs and 
selling and administrative expenses driven by increased cost of data and investments in new products and 
consulting and services capabilities, as discussed below. Absent the impact of 2004 severance, impair-
ment and other charges, and 2005 merger costs, our non-GAAP operating income increased by 3.6% at 
reported exchange rates and 4.1% in constant dollar terms.

Operating Revenue

Revenue in 2005 reflects a reclassification between our three business lines to conform to the 2006 
presentation.

Our operating revenue for 2006 grew 11.6% to $1,958,588 from $1,754,791 in 2005 and grew 11.8% 
in 2005 to $1,754,791 from $1,569,045 in 2004. On a constant dollar basis our operating revenue 
growth was 11.1% in 2006 and 11.7% in 2005. The increases in our operating revenue resulted from 
growth in revenue in all three of our business lines, together with the effect of currency translation. On 
a constant dollar basis, acquisitions completed in 2006 and 2005 contributed 2.3 percentage points of 
our operating revenue growth during 2006, while acquisitions completed in 2005 and 2004 contributed 
4.0 percentage points of our operating revenue growth during 2005.
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Summary of Operating Revenue

		  % Variance 	 % Variance  
	Y ears ended December 31,	 2006 vs. 2005	 2005 vs. 2004-

					     Constant		  Constant 
	 2006	 2005	 2004	 Reported	 Dollar	 Reported	 Dollar

Sales Force Effectiveness. . . . .      	$	 927,161	 $	 846,505	 $	 778,942		  9.5%		  9.0%		  8.7%		  8.5%
Portfolio Optimization. . . . . .       		 555,594		  509,075		  459,086		  9.1		  8.8		  10.9		  10.7
Launch, Brand and Other. . . .     		 475,833		  399,211		  331,017		  19.2		  18.3		  20.6		  20.4

Operating Revenue. . . . . . . .         	$	1,958,588	 $	1,754,791	 $	1,569,045		  11.6%		  11.1%		  11.8%		  11.7%

	 •	 Sales Force Effectiveness: The Americas, EMEA and Asia Pacific regions contributed about equally 
to the revenue growth in 2006 and 2005.

	 •	 Portfolio Optimization: EMEA contributed about three-quarters of the growth during 2006. In 
2005, EMEA contributed more than half while the Americas and Asia Pacific each contributed 
approximately one quarter to the growth.

	 •	 Launch, Brand Management and Other: The Americas contributed three-quarters of the total 
growth in 2006. The Americas and EMEA both contributed about half to the growth in 2005.

Consulting and services revenue, as included in the business lines above, was $359,525 for 2006, up 
30.0% from $276,653 in 2005 (approximately 29% on a constant dollar basis). Approximately one-third 
of the consulting and services revenue growth for 2006 was attributable to acquisitions completed in 
2005 and 2006. Consulting and services revenue was $276,653 in 2005, up 50.4% from $183,945 in 
2004 (approximately 51.4% on a constant dollar basis). Approximately two-thirds of the consulting and 
services growth for 2005 was attributable to acquisitions completed during 2004 and 2005.

Operating Costs 

Our operating costs include data processing costs, the costs of data collection and production, and costs 
attributable to personnel involved in production, data management and the processing and delivery 
of our consulting and services offerings. Our operating costs grew 11.9% to $849,659 in 2006 from 
$759,089 in 2005. In 2005, our operating costs grew 13.6% to $759,089 from $668,144 in 2004. 

	 •	 SFAS 123R: The effect of the adoption of SFAS 123R increased our operating costs by approxi-
mately $6,000 in 2006 as compared to 2005 (see Note 12 to our Consolidated Financial 
Statements). 

	 •	 Foreign Currency Translation: The effect of foreign currency translation increased our operating 
costs by approximately $4,000 in 2006 as compared to 2005. The effect of foreign currency trans-
lation increased our operating costs by approximately $2,000 for 2005 as compared to 2004.

Excluding the effect of SFAS 123R and the change due to foreign currency translation, our operating 
costs grew 10.5% in 2006 as compared to 2005. Excluding the effect of the change due to foreign cur-
rency translation, our operating costs grew 13.3% in 2005 compared to 2004.

	 •	 Data: Data costs increased by approximately $32,000 in 2006 as compared to 2005 and increased 
by approximately $37,000 in 2005 as compared to 2004.

	 •	 Consulting and Services: Consulting and services costs increased by $28,000 in 2006 compared to 
2005 and increased by $57,000 in 2005 compared to 2004.
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	 •	 Production, Client Services and Other: Production, client services and other costs increased by 
approximately $20,000 in 2006 compared to 2005 and decreased by approximately $4,000 in 
2005 compared to 2004.

External-use software amortization 

Our external-use software amortization charges represent the amortization associated with software we 
capitalized under the provisions of SFAS No. 86, “Accounting for the Costs of Computer Software to 
be Sold, Leased, or Otherwise Marketed.” Our external-use software amortization charges grew 10.6% 
in 2006 to $43,297 from $39,142 in 2005, and grew 8.1% in 2005 to $39,142 from $36,199 in 2004. 

Selling and Administrative Expenses 

Our selling and administrative expenses consist primarily of the expenses attributable to sales, market-
ing and administration, including human resources, legal, management and finance. Our selling and 
administrative expenses grew 19.7% in 2006, to $541,645 from $452,331 in 2005. Our selling and 
administrative expenses grew 17.8% in 2005, to $452,331 from $384,016 in 2004. 

	 •	 SFAS 123R: The effect of the adoption of SFAS 123R increased our selling and administra-
tive expenses by approximately $33,000 in 2006 as compared to 2005 (see Note 12 to our 
Consolidated Financial Statements). 

	 •	 Foreign Currency Translation: The effect of foreign currency translation increased our selling and 
administrative expenses by approximately $4,000 for 2006 as compared to 2005. Excluding the 
effect of the change in foreign currency translation, our selling and administrative expenses grew 
11.4% in 2006 compared to 2005. The effect of foreign currency translation increased our selling 
and administrative expenses by approximately $2,000 for 2005 as compared to 2004. 

Excluding the effect of SFAS 123R and the change due to foreign currency translation, our selling 
and administrative expenses grew 11.4% in 2006 as compared to 2005. Excluding the effect of the 
change in foreign currency translation, our selling and administrative expenses grew 17.3% in 2005 
compared to 2004.

	 •	 Sales and Marketing: Sales and marketing expense increased by approximately $17,000 in 2006, 
compared to 2005 and increased by approximately $3,000 in 2005, compared to 2004. 

	 •	 Consulting and Services: Consulting and services expenses increased by approximately $28,000 in 
2006, compared to 2005 and increased by approximately $22,000 in 2005, compared to 2004. 

	 •	 Administrative and Other: Administrative and other expenses increased by approximately $7,000 
in 2006, compared to 2005 and increased by approximately $41,000 in 2005, compared to 2004. 

Depreciation and other Amortization 

Our depreciation and other amortization charges increased 12.7% to $73,785 in 2006 from $65,481  
in 2005, resulting from higher amortization of intangible assets recorded from acquisitions made  
during 2005 and 2006, and increased internal-use software amortization. Our depreciation and other 
amortization charges increased 14.2% to $65,481 in 2005 from $57,335 in 2004, resulting from higher 
amortization of intangible assets recorded from acquisitions made during 2004 and 2005, and increased 
internal-use software amortization. 
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Severance, Impairment and Other Charges 

During the fourth quarter of 2004, we recorded a $36,890 pre-tax charge for severance, impairment 
and other charges, related to a plan to eliminate selected positions involved primarily in production 
and development. The charge consists of severance for approximately 600 employees. See Note 6 to the 
Consolidated Financial Statements.

Merger Costs

During 2005, we incurred merger costs of $17,928 for professional fees in connection with a proposed 
merger (which was ultimately terminated) with The Nielsen Company (“Nielsen”), formerly known as 
VNU N.V., a Dutch company. We incurred additional merger costs of $6,016 in 2006 for investment 
banker fees and expenses related to a payment received from Nielsen in accordance with the terms of the 
merger termination agreement (see Other Income (Expense), net below). See Note 17 to the Consolidated 
Financial Statements for a description of the events surrounding the terminated merger with Nielsen.

Trends in our Operating Margins

Our operating margin for 2006 was 22.7%, as compared to 24.0% in 2005. The decrease in our operat-
ing margin is due to the adoption of SFAS 123R, partially offset by a $11,912 decrease in merger costs 
from 2005 to 2006. Excluding the effect of SFAS 123R in 2006 and merger costs in both 2006 and 
2005, our non-GAAP operating margin would have remained constant at 25.0% in 2006 and 2005.

Our operating margin for 2005 was 24.0%, as compared to 24.6% in 2004. Excluding the 2005 merger 
costs and the 2004 charge for severance, impairment and other, our non-GAAP operating margin 
decreased from 27.0% in 2004 to 25.0% in 2005. The decrease in our operating margin was due to 
increased cost of data, continuing investments in new products and consulting and services capabilities, 
and operating income declines in Japan, primarily as a result of the costs incurred to ramp up sales of 
our new offerings.

Recent acquisitions have also had an adverse effect on our operating margins due to the fact that some 
of the small businesses we have acquired have historically experienced lower operating margins than 
ours, and the revenue and cost synergies that we incorporate into our business plans are not all imme-
diately realized. We also experience higher intangible amortization in the first years after completing 
an acquisition and may incur additional costs in integrating the acquired operations into ours, both of 
which tend to increase our costs and thus decrease our operating margins in the initial years of each 
completed acquisition.

Non-Operating Income (Loss), net 

Our non-operating income, net decreased to a gain of $4,559 in 2006 from a net gain of $33,433 in 
2005. Our non-operating income increased 19.5% to a net gain of $33,433 in 2005 from a net gain of 
$27,978 in 2004. The annual changes in non-operating income was due to the following factors:

	 •	 Interest Expense, net: Net interest expense was $34,972 in 2006, compared with $12,715 in 2005, 
due to higher debt levels and higher interest rates. Net interest expense was $12,715 in 2005, 
compared with $11,680 in 2004, due to higher debt levels during the first half of the year and 
higher interest rates. 

	 •	 Gains from Investments, net: Gains from investments, net, amounted to a net gain of $2,250 in 
2006 as compared to a net gain of $4,713 in 2005 and a net gain of $11,892 in 2004. The net gain 
in 2006 was primarily as a result of the sale of our investment in Allscripts Healthcare Solutions, 
Inc. The net gain in 2005 was due primarily to $1,690 of gains from the sale of investments, net 
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of management fees and write-downs related to the assessment of other-than-temporary declines 
in the value of investments. In addition, we had gains from investments of $3,023 as a result of the 
divestiture of a 20% interest we had in a German company that was disposed of in connection 
with the acquisition of our remaining 50% interest in IHA.IMS Health GmbH (“IHA”).

	 •	 Gain from Sale of TriZetto: On December 21, 2004, IMS and TriZetto entered into a share pur-
chase agreement pursuant to which we sold to TriZetto all of the 12,142,857 shares of Common 
Stock, par value $0.001 per share, of TriZetto (“TriZetto Common Stock”) owned by us for an 
aggregate cash consideration of $81,964. We received $44,550 in December 2004 and the balance 
of $37,414 in January 2005. As such, the balance of $37,414 was included in Other current assets in 
our Consolidated Statements of Financial Position at December 31, 2004. As a result of the transac-
tion, we recorded a pre-tax gain of $38,803 in 2004, and we no longer owned any shares of TriZetto 
Common Stock as of December 31, 2004. Prior to the sale of the TriZetto shares in December 
2004, we had accounted for our investment in TriZetto under the equity method of accounting.

	 •	 Other Income (Expense), net: Other income, net, decreased in 2006 to $37,281 from $41,435 
in 2005, primarily due to foreign exchange losses of $6,074 in 2006 as compared to foreign 
exchange gains of $29,800 in 2005, partially offset by a $45,000 payment received in 2006 
from Nielsen related to the terminated merger between IMS and Nielsen (see Note 17 to the 
Consolidated Financial Statements). Other income (expense), net, increased in 2005 to $41,435 
from $(10,853) in 2004, primarily due to net foreign exchange gains of $29,800 in 2005, com-
pared with net foreign exchange losses of $894 in 2004, and a reimbursement of $15,000 in 2005 
from Nielsen for merger related costs incurred by us related to the terminated merger between 
IMS and Nielsen (see Note 17 to the Consolidated Financial Statements). 

Taxes

Our effective tax rate was 29.7% in 2006, compared with 37.5% in 2005 and 31.2% in 2004. The effec-
tive tax rate for 2006 decreased compared to 2005 primarily due to a favorable U.S. partnership audit 
settlement of approximately $69,200 for the tax years 1998 through 2003 and a favorable U.S. corporate 
audit settlement of approximately $17,600 for the tax years 2000 through 2003. The tax rate for 2006 
was also impacted by approximately $27,650 of tax expense associated with a reorganization of cer-
tain non-U.S. subsidiaries, of which approximately $6,200 was incurred in the fourth quarter. Further, 
approximately $24,900 of tax expense was recorded in 2006 related to disputes between us and NMR, 
on the one hand, and Donnelley and certain of its former affiliates on the other hand, as to proper 
interpretation of, and allocation of tax liabilities under the 1996 Spin-Off agreements (see Note 16 to 
the Consolidated Financial Statements). The 2005 effective tax rate increased compared to 2004 pri-
marily due to $40,600 of tax expense from the repatriation of $647,000 of foreign earnings back to the 
U.S. under the American Jobs Creation Act of 2004 (“AJCA”). This was partially offset by a favorable 
non-U.S. audit settlement of approximately $29,200. The effective tax rate in 2004 was decreased by 
approximately $15,100 primarily due to a favorable partial U.S. audit settlement. 

For all periods presented, our effective tax rate was reduced as a result of global tax planning initiatives. 
While we intend to continue to seek global tax planning initiatives, there can be no assurance that we will 
be able to successfully identify and implement such initiatives to reduce or maintain our overall tax rate.
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Operating Results by Geographic Region

The following represents selected geographic information for the regions in which we operate as of and 
for the years ended December 31, 2006, 2005 and 2004.

				    Corporate &  
	 Americas1	 EMEA2	 Asia Pacific3	 Other	 Total IMS

Year Ended December 31, 2006:
Operating Revenue4 . . . . . . . . . . . . . . . . .                	 $	880,669	 $	 812,876	 $	265,043		  —	 $	1,958,588
Operating Income (Loss)5. . . . . . . . . . . . . 	 $	305,823	 $	 121,337	 $	110,566	 $	 (93,540)	 $	 444,186
Total Assets. . . . . . . . . . . . . . . . . . . . . . . .                       	 $	648,989	 $	 897,152	 $	178,284	 $	182,169	 $	1,906,594

Year Ended December 31, 2005:
Operating Revenue4 . . . . . . . . . . . . . . . . .                	 $	779,855	 $	 735,348	 $	239,588		  —	 $	1,754,791
Operating Income (Loss)5. . . . . . . . . . . . . 	 $	292,195	 $	 107,553	 $	106,170	 $	 (85,098)	 $	 420,820
Total Assets. . . . . . . . . . . . . . . . . . . . . . . .                       	 $	578,640	 $	 791,210	 $	157,442	 $	445,728	 $	1,973,020

Year Ended December 31, 2004:
Operating Revenue4 . . . . . . . . . . . . . . . . .                	 $	707,471	 $	 654,336	 $	207,238		  —	 $	1,569,045
Operating Income (Loss)5. . . . . . . . . . . . . 	 $	278,822	 $	 105,510	 $	107,714	 $	(105,585)	 $	 386,461

Total Assets. . . . . . . . . . . . . . . . . . . . . . . .                       	 $	434,001	 $	1,020,115	 $	158,206	 $	278,384	 $	1,890,706

Notes to Geographical Financial Information:

1	 Americas includes the United States, Canada and Latin America. Americas included Operating Revenue in the United States of $716,880, 
$633,117, and $571,245 in 2006, 2005, and 2004, respectively, and Total Assets of $519,913, $476,320, and $330,479 in 2006, 2005, and 
2004, respectively.

2	 EMEA includes countries in Europe, the Middle East and Africa.
3	 Asia Pacific includes Japan, Australia and other countries in the Asia Pacific region.
4	 Operating Revenue relates to external customers and is primarily based on the location of the customer. The Operating Revenue for the geographic 

regions includes the impact of foreign exchange in converting results into U.S. dollars.
5	 Operating Income for the three geographic regions does not reflect the allocation of certain expenses that are maintained in Corporate and Other and 

as such, is not a true measure of the respective regions’ profitability. The Operating Income amounts for the geographic segments include the impact of 
foreign exchange in converting results into U.S. dollars. For the year ended December 31, 2004, Severance, impairment and other charges of $6,979, 
$26,908, and $2,132 for the Americas, EMEA, and Asia Pacific, respectively, are presented in Corporate and Other. 

Americas Region

Operating revenue growth in the Americas region was 12.9% in 2006 compared to 2005 and 10.2% in 
2005 versus 2004. Excluding the effect of foreign currency translations, operating revenue grew 12.1% 
in 2006 compared to 2005 and 9.3% in 2005 compared to 2004. The growth in 2006 and 2005 was 
driven more than one half by Launch, Brand Management and Other business line and one quarter by 
Sales Force Effectiveness. 

Operating income growth in the Americas region was 4.7% in 2006 compared to 2005 and 4.8% in 2005 
versus 2004. The operating income growth reflects revenue growth in the region and foreign currency 
translations, partially offset by the adoption of SFAS 123R. Excluding the effect of foreign currency trans-
lations, operating income grew by 3.9% in 2006 as compared to 2005. Excluding the effect of SFAS 123R, 
after adjusting for currency, operating income grew 7.7% in 2006 as compared to 2005.

EMEA Region

Operating revenue growth in the EMEA region was 10.5% in 2006 compared to 2005 and 12.4% in 
2005 versus 2004. Excluding the effect of foreign currency translations, operating revenue grew 9.2% in 
2006 compared to 2005 and 13.1% in 2005 compared to 2004. The growth in 2006 was driven by Sales 
Force Effectiveness and Portfolio Optimization, equally. The growth in 2005 was driven by all three of 
our business lines about equally.
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Operating income in the EMEA region increased by 12.8% in 2006 compared to 2005 and 1.9% in 2005 
versus 2004. The operating income growth reflects revenue growth in the region and foreign currency 
translations, partially offset by the adoption of SFAS 123R. Excluding the effect of foreign currency 
translations, operating income grew by 11.0% in 2006 as compared to 2005. Excluding the effect of SFAS 
123R, after adjusting for currency, operating income grew 22.0% in 2006 as compared to 2005. 

Asia Pacific Region

Operating revenue in the Asia Pacific region grew by 10.6% in 2006 as compared to 2005 and 15.6% in 
2005 versus 2004. Excluding the effect of foreign currency translations, operating revenue grew 13.5% 
in 2006 compared to 2005 and 15.5% in 2005 compared to 2004. The revenue growth in 2006 was 
driven about three quarters by Sales Force Effectiveness. The growth in 2005 was driven about three 
quarters by Sales Force Effectiveness and one quarter by Portfolio Optimization.

Operating income in the Asia Pacific region increased by 4.1% in 2006 as compared to 2005 and 
decreased by 1.4% in 2005 versus 2004. The operating income growth in 2006 reflects revenue growth 
in the region and foreign currency translations, partially offset by the adoption of SFAS 123R. The 2005 
decline in operating income in the region was due to costs incurred to bring the new Japan products 
and services to market and acquisitions. Excluding the effect of foreign currency translations, operating 
income grew by 7.3% in 2006 as compared to 2005. Excluding the effect of SFAS 123R, after adjusting 
for currency, operating income grew 9.7% in 2006 as compared to 2005. 

How Exchange Rates Affect Our Results

We operate globally, deriving a significant portion of our operating income from non-U.S. operations. 
As a result, fluctuations in the value of foreign currencies relative to the U.S. dollar may increase the vol-
atility of U.S. dollar operating results. We enter into foreign currency forward contracts to partially offset 
the effect of currency fluctuations. In 2006, foreign currency translation increased U.S. dollar revenue 
growth by approximately 0.5 percentage points, while the impact on operating income growth was an 
approximate increase of 0.2 percentage points. In 2005, foreign currency translation increased U.S. dollar 
revenue growth by approximately 0.1 percentage point, while the impact on operating income growth 
was an approximate decrease of 0.5 percentage point. 

Non-U.S. monetary assets and liabilities are maintained in currencies other than the U.S. dollar, prin-
cipally the Euro, the Japanese Yen and the Swiss Franc. Where monetary assets and liabilities are held in 
the functional currency of the local entity, changes in the value of these currencies relative to the U.S. 
dollar are charged or credited to Cumulative translation adjustment in the Consolidated Statements of 
Shareholders’ Equity. The effect of exchange rate changes during 2006 increased the U.S. dollar amount 
of Cash and cash equivalents by $5,110. The effect of exchange rate changes during 2005 decreased the 
U.S. dollar amount of Cash and cash equivalents by $14,254. The effect of exchange rate changes during 
2004 increased the U.S. dollar amount of Cash and cash equivalents by $12,113.

Liquidity and Capital Resources

Cash and cash equivalents decreased by $205,597 during 2006 to $157,346 at December 31, 2006 
compared to $362,943 at December 31, 2005. The decrease reflects cash used in investing activities of 
$162,619 and cash used in financing activities of $404,207, partially offset by cash provided by operat-
ing activities of $356,119 and an increase in Cash and cash equivalents of $5,110 due to the effects of 
exchange rate changes.
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We currently expect that we will use our Cash and cash equivalents primarily to fund:

	 •	 development of software to be used in our new products and capital expenditures to expand and 
upgrade our information technology capabilities and to build or acquire facilities to house our 
growing business (we currently expect to spend approximately $115,000 to $125,000 during 
2007 for software development and capital expenditures);

	 •	 acquisitions (see Note 4 of the Consolidated Financial Statements);

	 •	 share repurchases (see Note 15 of the Consolidated Financial Statements);

	 •	 dividends to our shareholders (we expect 2007 dividends will be $0.12 per share or approximately 
$24,000);

	 •	 payments for tax-related matters, including the D&B Legacy Tax Matters discussed further in 
Note 16 to our Consolidated Financial Statements. Payments for certain of the D&B Legacy Tax 
Matters could be up to approximately $32,900 in 2007; and

	 •	 pension and other postretirement benefit plan contributions (we currently expect contribu-
tions to U.S. and non-U.S. pension and other postretirement benefit plans to total approximately 
$8,000 in 2007) (see Note 11 of the Consolidated Financial Statements).

Net cash provided by operating activities amounted to $356,119 for the year ended December 31, 
2006, an increase in cash provided of $46,967 over the comparable period in 2005. The increase relates 
to higher net income, lower funding of accounts payable, accrued and other current liabilities, and 
accrued severance, impairment and other charges, partially offset by the funding of accounts receivable, 
inventory, and prepaid and other current assets. Cash invested in accounts receivable was driven by the 
increase in revenues. Our DSO (days sales outstanding) was generally flat year over year.

Net cash used in investing activities amounted to $162,619 for the year ended December 31, 2006, a 
decrease in cash used of $105,197 over the comparable period in 2005. The decrease relates to lower 
payments for acquisitions (see Note 4 of the Consolidated Financial Statements) and capital expen-
ditures in 2006 as compared to 2005, partially offset by proceeds from the sale of our investment in 
TriZetto during the first quarter of 2005 (see Note 8 of the Consolidated Financial Statements) and a 
reduction in short-term marketable security investments.

Net cash used in financing activities amounted to $404,207 for the year ended December 31, 2006, 
an increase in cash used of $295,165 over the comparable period in 2005. This increase was due to an 
increase of $633,900 in purchases of our stock and a decrease of $46,310 in proceeds from the exercise 
of stock options during 2006 as compared to 2005, partially offset by an increase of $384,511 in debt 
during 2006 as compared to 2005.

Financing activities include cash dividends paid of $0.12 per share annually ($0.03 per share quarterly) 
in 2006 and $0.08 per share annually ($0.02 per share quarterly) in 2005, which amounted to $24,337 
and $18,405 during 2006 and 2005, respectively. The payments and level of cash dividends by IMS are 
subject to the discretion of the Board of Directors of IMS. Any future dividends, other than the $0.03 
per share dividend for the first quarter of 2007, which was declared by the Board of Directors of IMS in 
February 2007, will be based on, and affected by, a number of factors, including the operating results and 
financial requirements of IMS.
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Stock Repurchase Programs

Our share repurchase program has been developed to buy opportunistically, when we believe that our 
share price provides us with an attractive use of our cash flow and debt capacity. As of February 15, 
2007, approximately 10,309 shares remained available for purchase under our repurchase programs.

On January 29, 2007, we purchased 6,135 shares of outstanding Common Stock at an initial cost of 
approximately $170,000 pursuant to an accelerated share repurchase program (“ASR”). The ASR agree-
ment provides for the final settlement amount to be in stock if we were to owe an amount to the bank, 
or in either cash or additional shares of our Common Stock, at our sole discretion, if the bank were to 
owe an amount to us. The final settlement amount will increase or decrease based on our share price 
over the settlement period. We funded the ASR through our existing bank credit facilities (see Note 20 
to the Consolidated Financial Statements).

On December 19, 2006, the Board of Directors authorized a stock repurchase program to buy up to 
10,000 shares. As of December 31, 2006, 10,000 shares remained available for repurchase under the 
December 2006 program.

On January 25, 2006, the Board of Directors authorized a stock repurchase program to buy up to  
30,000 shares. As of December 31, 2006, 6,444 shares remained available for repurchase under the 
January 2006 program.

On November 16, 2005, the Board of Directors authorized a stock repurchase program to buy up to 
10,000 shares. This program was completed in February 2006 at a total cost of $251,619. 

On December 14, 2004, the Board of Directors authorized a stock repurchase program to buy up to 
10,000 shares. This program was completed in January 2006 at a total cost of $242,680.

On February 10, 2004, the Board of Directors authorized a stock repurchase program to buy up to 
10,000 shares. This program was completed in January 2005 at a total cost of $232,770.

On April 15, 2003, the Board of Directors authorized a stock repurchase program to buy up to 10,000 
shares. This program was completed in May 2004 at a total cost of $243,520.

During 2006, we repurchased approximately 33,931 shares of outstanding Common Stock under these 
programs at a total cost of $880,407, including the repurchase of 25,000 shares on January 30, 2006 pur-
suant to an ASR. During 2005, we repurchased approximately 10,213 shares of outstanding Common 
Stock under these programs at a total cost of $246,507. During 2004, we repurchased approximately 
15,000 shares of outstanding Common Stock under these programs at a total cost of $362,659, includ-
ing the repurchase of 4,600 shares on January 9, 2004 pursuant to a prior ASR. These share repurchases 
positively impacted our diluted earnings per share by $0.08, $0.02 and $0.03 for the years ended 
December 31, 2006, 2005 and 2004, respectively.

Shares acquired through our repurchase programs described above are open-market purchases or pri-
vately negotiated transactions in compliance with SEC Rule 10b-18, with the exception of purchases 
pursuant to the 2006 and 2007 ASR.

Debt 

In recent years, we have increased debt levels to balance appropriately the objective of generating an 
attractive cost of capital with providing us a reasonable amount of financial flexibility. At December 31, 
2006, our debt totaled $975,406, and management does not believe that this level of debt poses a mate-
rial risk to us due to the following factors:
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	 •	 in each of the last three years, we have generated strong net cash provided by operating activities 
in excess of $300,000;

	 •	 at December 31, 2006, we had $157,346 in worldwide Cash and cash equivalents;

	 •	 at December 31, 2006, we had $660,444 of unused debt capacity under our existing bank credit 
facilities; and

	 •	 we believe that we have the ability to obtain additional debt capacity outside of our existing debt 
arrangements.

The following table summarizes our long-term debt at December 31:

				   December 31,	 December 31, 
				    2006	 2005

4.6% Private Placement Note, principal payment of $150,000 due January 2008,  
net of interest rate swaps of $(2,819) and $(2,710), respectively  . . . . . . . . . . . . . . . . . .                   	 $	147,181	 $	147,290

5.55% Private Placement Notes, principal payment of $150,000 due April 2016  . . . . . . .        		  150,000		  —
1.70% Private Placement Note, principal payment of 34,395,000 Japanese Yen  

due January 2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                    		  288,670		  —
Revolving Credit Facility:
	 Japanese Yen denominated borrowings at average floating rates of approximately 0.83% .  		  249,097		  371,924
	 Swiss Franc denominated borrowings at average floating rates of approximately 2.32%  .  		  59,258		  92,217
	 U.S. Dollar denominated borrowings at average floating rates of approximately 6.50%  .  		  31,200		  —
Bank Term Loan, principal payment of $50,000 due June, 2009 at average floating rate of  

approximately 5.60% . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                  		  50,000		  —

Total Long-Term Debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                  	 $	975,406	 $	611,431

In July 2006, we entered into a $1,000,000 revolving credit facility with a syndicate of 12 banks 
(“Revolving Credit Facility”) replacing our existing $700,000 Amended and Restated Facility (see 
below). The terms of the Revolving Credit Facility extended the maturity of the facility in its entirety 
to a term of five years, maturing July 2011, reduced the borrowing margins, and increased subsidiary 
borrowing limits. Total borrowings under the Revolving Credit Facility were $339,555 and $464,141 
at December 31, 2006 and December 31, 2005, respectively, all of which were classified as long-term. 
In April 2004, we entered into a $700,000 revolving credit facility with a syndicate of 12 banks (the 
“Unsecured Facility”). The Unsecured Facility replaced our lines of credit with several domestic and 
international banks. On March 9, 2005, we renegotiated with the syndicate of 12 banks to amend and 
restate the Unsecured Facility (the “Amended and Restated Facility”). The terms of the Amended and 
Restated Facility extended the maturity of the facility in its entirety to a term of five years, maturing 
March 2010, reduced the borrowing margins and increased subsidiary borrowing limits. 

We define long-term lines as those where the lines are non-cancellable for more than 365 days from 
the balance sheet date by the financial institutions except for specified, objectively measurable violations 
of the provisions of the agreement. In general, rates for borrowing under the Revolving Credit Facility 
are LIBOR plus 30 basis points and can vary based on our Debt to EBITDA ratio. The weighted aver-
age interest rates for our lines were 1.61% and 0.62% at December 31, 2006 and December 31, 2005, 
respectively. In addition, we are required to pay a commitment fee on any unused portion of the facili-
ties of 0.075%. At December 31, 2006, we had approximately $660,444 available under our existing 
bank credit facilities.

In June 2006, we closed a $50,000 three year term loan with a bank. The term loan allows us to borrow 
at a floating rate with a lower borrowing margin than our revolving credit facility, and provides us with 
an option to extend the term up to an additional two years. We used the proceeds to refinance existing 
debt borrowed under the revolving credit facility.
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In April 2006, we closed a private placement transaction pursuant to which we issued $150,000 of ten-year 
notes to two highly rated insurance companies at a fixed rate of 5.55%. We used the proceeds to refinance 
existing debt of $150,000 drawn under a short term credit agreement with a bank in January 2006. 

In January 2006, we closed a private placement transaction pursuant to which our Japanese subsidiary 
issued 34,395,000 Japanese Yen seven-year debt (equal to $300,000 at date of issuance) to several highly 
rated insurance companies at a fixed rate of 1.70%. We used the proceeds to refinance existing debt in 
Japan borrowed under our Amended and Restated Facility.

In January 2003, we closed a private placement transaction pursuant to which we issued $150,000 of 
five-year debt to several highly rated insurance companies at a fixed rate of 4.60%. We used the proceeds 
to pay down short-term debt. We also swapped $100,000 of our fixed rate debt to floating rate based 
on six-month LIBOR plus a margin of approximately 107 basis points. We accounted for these swaps 
as fair value hedges under the provisions of SFAS No. 133, “Accounting for Derivative Instruments 
and Hedging Activities.” We determined the fair values based on estimated prices quoted by financial 
institutions. The fair values of these swaps were $(2,819) and $(2,710) as of December 31, 2006 and 
December 31, 2005, respectively. 

In March and April 2002, we entered into interest rate swaps on a portion of our variable rate debt 
portfolio. These swaps matured in March 2005 and April 2006. We accounted for the interest rate swaps 
as cash flow hedges and recorded any changes in fair value in Other Comprehensive Income. We deter-
mined the fair values based on estimated prices quoted by financial institutions. The fair values of these 
swaps were $(100) as of December 31, 2005.

Our financing arrangements provide for certain covenants and events of default customary for similar 
instruments, including in the case of our main bank arrangements, the private placement transactions, 
and the term loan, covenants to maintain specific ratios of consolidated total indebtedness to EBITDA 
and of EBITDA to certain fixed charges. At December 31, 2006, we were in compliance with these 
financial debt covenants.

Severance, Impairment and Other Charges 

During the fourth quarter of 2004, we recorded $36,890 of Severance, impairment and other charges as 
a component of operating income. As a result of leveraging prior investments in technology and process 
improvements, we committed to a plan to eliminate selected positions involved primarily in produc-
tion and development. The plan resulted in a charge for one-time termination benefits relating to a 
headcount reduction of approximately 600 employees located primarily in EMEA and the U.S. These 
severance benefits were calculated pursuant to the terms of established employee protection plans, in 
accordance with local statutory minimum requirements or individual employee contracts, as applicable. 
See Note 6 to the Consolidated Financial Statements.

All of the charge will be settled in cash. We paid approximately $12,220 during 2006 and the remain-
ing accrual balance at December 31, 2006 was $166. All termination actions under this plan have been 
completed by the end of 2006.
					     Severance  
					     related 
					     reserves

Charge at December 31, 2004 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                         	 $	36,890
2004 utilization. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                                    		  (452)
2005 utilization. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                                    		 (24,052)
2006 utilization. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                                    		 (12,220)

Balance at December 31, 2006. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                         	 $	 166
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During the three months ended March 31, 2003, we recorded $37,220 of Severance, impairment 
and other charges as a component of operating income. These charges were designed to further 
streamline operations and increase productivity through a worldwide reduction in headcount of 
approximately 80 employees and charges related to impaired contracts and assets. The contract-related 
charges were for impaired data supply and data processing contacts primarily in our U.S. and Japanese 
operations. The asset write-downs portion of the 2003 charge related to our decision to abandon 
certain products and as such, certain computer software primarily in the U.S., Japan and EMEA was 
written-down to its net realizable value. See Note 6 to the Consolidated Financial Statements.

		  Severance	 Contract	 Asset 
		  related	 related	 write- 
		  reserves	 reserves	 downs	 Total

Charge at March 31, 2003 . . . . . . . . . . . . . . . . . . . . . . . . . . .                            	 $	9,958	 $	22,307	 $	4,955	 $	37,220
2003 utilization. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                    		 (6,197)		  (7,047)		 (6,634)		 (19,878)
2004 utilization. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                    		 (1,637)		  (3,614)		  —		  (5,251)
2005 utilization. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                    		  (378)		  (6,747)		  —		  (7,125)
2006 utilization. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                    		  —		  (2,262)		  —		  (2,262)
Adjustments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                      		 (1,746)		  67		  1,679		  —

Balance at December 31, 2006. . . . . . . . . . . . . . . . . . . . . . . .                         	 $	 —	 $	 2,704	 $	 —	 $	 2,704

Approximately $9,958 of the 2003 charge related to a worldwide reduction in headcount of approxi-
mately 80 employees. These severance benefits were calculated pursuant to the terms of established 
employee protection plans, in accordance with local statutory minimum requirements or individual 
employee contracts, as applicable.

The cash portion of the 2003 charge amounted to $30,586, of which we paid approximately $2,262, 
$7,125 and $5,251 during 2006, 2005 and 2004, respectively, related primarily to employee termina-
tion benefits and contract-related charges. The remaining accrual of $2,704 at December 31, 2006 
relates to lease obligations.

During the fourth quarter of 2001, we completed the assessment of our Competitive Fitness 
Program. This program was designed to streamline operations, increase productivity, and improve 
client service. In connection with this program, we recorded $94,616 of Severance, impairment 
and other charges during the fourth quarter of 2001 as a component of operating income. As of 
December 31, 2006, approximately $3,478 remains to be utilized from 2006 to 2013 primarily 
related to severance and lease payments. See Note 6 to the Consolidated Financial Statements.

		  Severance	 Contract	 Asset 
		  related	 related	 write- 
		  reserves	 reserves	 downs	 Total

Charge at December 31, 2001 . . . . . . . . . . . . . . . . . . . . . . . .                         	 $	39,652	 $	26,324	 $	28,640	 $	94,616
2001 utilization. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                    		 (3,692)		  (6,663)		 (27,887)		 (38,242)
2002 utilization. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                    		 (26,277)		  (9,819)		 (1,474)		 (37,570)
2003 utilization. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                    		 (6,384)		  (2,720)		  (241)		  (9,345)
2004 utilization. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                    		  (455)		  (1,232)		  —		  (1,687)
2005 utilization. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                    		  (262)		  (1,881)		  —		  (2,143)
2006 utilization. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                    		  (264)		  (1,887)		  —		  (2,151)
Adjustments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                      		  (688)		  (274)		  962		  —

Balance at December 31, 2006. . . . . . . . . . . . . . . . . . . . . . . .                         	 $	 1,630	 $	 1,848	 $	 —	 $	 3,478
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We expect that future results will benefit from the 2001 and 2003 restructuring charges to the extent 
of the contract-related charges and asset write-downs primarily through 2007. Our severance actions in 
the 2001 and 2003 programs related to a shifting of resources around the Company. The benefits from 
the 2004 severance actions will be partially offset by headcount additions in selected locations. We real-
ized a partial year benefit in 2005, and full year benefits are expected to be realized in years subsequent 
to 2005, primarily in Operating costs and Selling and administrative expense. For the 2001 and 2003 
charges the income statement lines that will be impacted in future periods are Operating costs for the 
contract-related charges and Depreciation and amortization related to the asset write-downs. However, 
we do not expect a material impact on future cash flows due to the fact that we are still contractually 
obligated to continue to make payments under impaired contracts.

Contractual Obligations 

Our contractual obligations include facility leases, agreements to purchase data and telecommunications 
services, leases of certain computer and other equipment and projected pension and other postretire-
ment benefit plan contributions. At December 31, 2006, the minimum annual payment under these 
agreements and other contracts that have initial or remaining non-cancelable terms in excess of one 
year are as listed in the following table:

	Y ear

	 2007	 2008	 2009	 2010	 2011	 Thereafter	 Total

Operating Leases1. . . . . . . . . . . .             	 $	 29,845	 $	 27,198	 $	 23,818	 $	 20,785	 $	 19,662	 $	 52,689	 $	 173,997
Data Acquisition and 

Telecommunication Services2. .   		  146,530		  93,784		  65,758		  55,205		  32,667		  3,071		  397,015
Computer and Other 

 Equipment Leases3. . . . . . . . . 		  22,522		  18,519		  9,140		  3,718		  1,234		  879		  56,012
Projected Pension and 

Other Postretirement  
Benefit Plan Contributions4 . .   		  7,875		  —		  —		  —		  —		  —		  7,875

Long-term Debt5. . . . . . . . . . . .             		  25,463		  169,257		  18,693		  18,693		  405,517		  451,901		  1,089,524
Other Long-term Liabilities  

Reflected on Consolidated  
Balance Sheet6. . . . . . . . . . . . .              		  11,840		  11,186		  11,831		  12,158		  12,438		  69,221		  128,674

Total. . . . . . . . . . . . . . . . . . . . .                      	 $	244,075	 $	319,944	 $	129,240	 $	110,559	 $	471,518	 $	577,761	 $	1,853,097

1	 Rental expense under real estate operating leases for the years 2006, 2005 and 2004 was $26,073, $24,107 and $22,700, respectively.
2	 Expense under data and telecommunications contracts for the years 2006, 2005 and 2004 was $145,082, $139,652 and $137,415, respectively.
3	 Rental expense under computer and other equipment leases for the years 2006, 2005 and 2004 was $23,021, $19,912 and $18,422, respectively. 

These leases are frequently renegotiated or otherwise changed as advancements in computer technology produce opportunities to lower costs and improve 
performance.

4	 Our contributions to pension and other postretirement benefit plans for the years 2006, 2005 and 2004 were $17,964, $32,657 and $35,930, 
respectively.

	 The estimated contribution amount shown for 2007 includes both required and discretionary contributions to funded plans as well as benefit payments 
from unfunded plans. The majority of the expected contribution shown for 2007 is required.

5	 Amounts represent the principal balance plus estimated interest expense under our long-term debt (see Note 10 of the Consolidated Financial 
Statements).

6	 Includes estimated future funding requirements related to pension and postretirement benefits (see Note 11 of the Consolidated Financial Statements) 
and the long-term portions of the 2001 severance, impairment and other charges (see Note 6 of the Consolidated Financial Statements). As the timing 
of future cash outflows is uncertain, the following long-term liabilities (and related balances) are excluded from the above table: long-term tax liabilities 
($21,700), deferred taxes ($133,417) and other sundry items ($11,530).
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Under the terms of certain purchase agreements related to acquisitions made since 2002, we may be 
required to pay additional amounts as contingent consideration based on the achievement of certain 
performance related targets during 2006 through 2009. Substantially all of these additional payments 
will be recorded as goodwill in accordance with Emerging Issues Task Force Issue (“EITF”) No. 95-8, 
“Accounting for Contingent Consideration Paid to the Shareholders of an Acquired Enterprise in a 
Purchase Business Combination.” As of December 31, 2006, approximately $47,000 had been earned 
under these contingencies. Based on current estimates, we expect that additional contingent payments 
under these agreements may total approximately $21,000. It is expected that these contingent payments 
will be resolved within a specified time period after the end of each respective calendar year from 2006 
through 2009.

Off-Balance Sheet Obligations

As of December 31, 2006, we did not have any off-balance sheet arrangements (as defined in Item 
303(a)(4)(ii) of SEC Regulation S-K) that have or are reasonably likely to have a current or future effect 
on our financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or 
capital resources that is material to investors.

Market Risk

Our primary market risks are the impact of foreign exchange fluctuations on non-dollar-denominated 
revenue and the impact of interest rate fluctuations on interest expense.

We transact business in more than 100 countries and are subject to risks associated with changing for-
eign exchange rates. Our objective is to reduce earnings and cash flow volatility associated with foreign 
exchange rate changes. Accordingly, we enter into foreign currency forward contracts to minimize the 
impact of foreign exchange movements on net income, non-U.S. dollar anticipated royalties, and on the 
value of non-functional currency assets and liabilities.

It is our policy to enter into foreign currency transactions only to the extent necessary to meet our 
objectives as stated above. We do not enter into foreign currency transactions for investment or specula-
tive purposes. The principal currencies hedged are the Euro, the Japanese Yen, the British Pound, the 
Swiss Franc and the Canadian Dollar.

The contractual value of our hedging instruments was approximately $556,049 at December 31, 2006. 
The fair value of these hedging instruments is subject to change as a result of potential changes in 
foreign exchange rates. We assess our market risk based on changes in foreign exchange rates utilizing 
a sensitivity analysis. The sensitivity analysis measures the potential loss in fair values based on a hypo-
thetical 10% change in currency rates. The potential loss in fair value for foreign exchange rate-sensitive 
instruments, all of which were foreign currency forward contracts, based on a hypothetical 10% decrease 
in the value of the U.S. dollar or, in the case of non-dollar-related instruments, the currency being pur-
chased, was $14,102 at December 31, 2006. However, the change in the fair value of foreign exchange 
rate-sensitive instruments would likely be offset by a change in the fair value of the asset or liability 
being hedged. The estimated fair values of the foreign exchange risk management contracts were deter-
mined based on quoted market prices.

We also borrow funds and since the interest rate associated with those borrowings changes over time, 
we are subject to interest rate risk. We have not hedged all of this exposure. We assess our market risk 
based on changes in interest rates utilizing a sensitivity analysis. The sensitivity analysis measures the 
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increase in annual interest expense based on a hypothetical 1% increase in interest rates. This would have 
amounted to approximately $4,226 at December 31, 2006.

Forward-Looking Statements and Risk Factors

This Annual Report on Form 10-K, as well as information included in oral statements or other written 
statements made or to be made by us, contain statements that, in our opinion, may constitute “forward-
looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995. The 
words such as “believe,” “expect,” “anticipate,” “intend,” “plan,” “foresee,” “likely,” “project,” “estimate,” 
“will,” “may,” “should,” “future,” “predicts,” “potential,” “continue” and similar expressions identify these 
forward-looking statements, which appear in a number of places in this Annual Report and include, 
but are not limited to, all statements relating to plans for future growth and other business development 
activities as well as capital expenditures, financing sources, dividends and the effects of regulation and 
competition, foreign currency conversion and all other statements regarding our intent, plans, beliefs 
or expectations or those of our directors or officers. Investors are cautioned that such forward-looking 
statements are not assurances for future performance or events and involve risks and uncertainties that 
could cause actual results and developments to differ materially from those covered in such forward-
looking statements. These risks and uncertainties include, but are not limited to:

	 •	 risks associated with operating on a global basis, including fluctuations in the value of foreign 
currencies relative to the U.S. dollar, and the ability to successfully hedge such risks—we derived 
approximately 63% of our operating revenue in 2006 from non-U.S. operations;

	 •	 regulatory, legislative and enforcement initiatives to which we are or may become subject, relat-
ing particularly to tax and to medical privacy and the collection and dissemination of data and 
specifically, non-patient identifiable information e.g., prescriber identifiable information, or to 
the process of identifying patient-specific information, which we anticipate to be an increasingly 
important tool in the design, development and marketing of pharmaceuticals;

	 •	 the imposition of additional restrictions on our use of or access to data, or the refusal by data sup-
pliers to provide data to us;

	 •	 to the extent we seek growth through acquisitions, alliances or joint ventures, the ability to iden-
tify, consummate and integrate acquisitions, alliances and joint ventures on satisfactory terms;

	 •	 our ability to develop new or advanced technologies, including sophisticated information systems, 
software and other technology used to deliver our products and services and to do so on a timely 
and cost-effective basis, and the exposure to the risk of obsolescence or incompatibility of these 
technologies with those of our customers or suppliers;

	 •	 our ability to maintain and defend our intellectual property rights in jurisdictions around the 
world;

	 •	 our ability to successfully maintain historic effective tax rates;

	 •	 competition, particularly in the markets for pharmaceutical information;

	 •	 regulatory, legislative and enforcement initiatives to which our customers in the pharmaceutical 
industry are or may become subject restricting the prices that may be charged for subscription or 
other pharmaceutical products or the manner in which such products may be marketed or sold;

	 •	 deterioration in economic conditions, particularly in the pharmaceutical, healthcare, or other 
industries in which our customers operate;
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	 •	 consolidation in the pharmaceutical industry and the other industries in which our customers 
operate;

	 •	 conditions in the securities markets that may affect the value or liquidity of portfolio investments; 
and management’s estimates of lives of assets, recoverability of assets, fair market value, estimates 
and liabilities and accrued income tax benefits and liabilities;

	 •	 to the extent unforeseen cash needs arise, the ability to obtain financing on favorable terms; and

	 •	 terrorist activity, the threat of such activity, and responses to and results of such activity and threats, 
including but not limited to effects, domestically and/or internationally, on us, our personnel and 
facilities, our customers and suppliers, financial markets and general economic conditions.

Consequently, all of the forward-looking statements we make in this document are qualified by the 
information contained herein, including, but not limited to, the information contained under this head-
ing and our Consolidated Financial Statements and notes thereto and by the material set forth under 
the headings “Business” and “Risk Factors” in Part I, Items 1 and 1A, respectively, of this Annual Report 
on Form 10-K. We are under no obligation to publicly release any revision to any forward-looking 
statement contained or incorporated herein to reflect any future events of occurrences.

Critical Accounting Policies

Note 2 to the Consolidated Financial Statements includes a summary of the significant accounting poli-
cies and methods used in the preparation of our Consolidated Financial Statements. Following is a brief 
discussion of the more significant accounting policies and methods used by us.

Management’s discussion and analysis of its financial condition and results of operations are based upon 
its Consolidated Financial Statements, which have been prepared in accordance with accounting prin-
ciples generally accepted in the United States of America.

The preparation of financial statements and related disclosures in accordance with generally accepted 
accounting principles in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities, revenues and expenses and the 
related disclosure of contingent assets and liabilities. On an ongoing basis, we evaluate our estimates. 
The most significant estimates relate to allowances, valuation of work-in-process inventories, invest-
ments, depreciation of fixed assets including salvage values, carrying value of goodwill and intangible 
assets, provision for income taxes and tax assets and liabilities, reserves for severance, pensions, employee 
benefits, stock-based compensation, contingencies and litigation. We base our estimates on historical 
experience and on various other assumptions that are believed to be reasonable under the circumstances, 
the results of which form the basis for making judgments about the carrying values of assets and liabili-
ties that are not readily apparent from other sources. The accounting estimates used in the preparation of 
our Consolidated Financial Statements will change as new events occur, as more experience is acquired, 
as additional information is obtained and as our operating environment changes. Actual results could 
vary from the estimates and assumptions used in the preparation of the accompanying Consolidated 
Financial Statements.

We believe the following critical policies affect our more significant judgments and estimates used in 
the preparation of our Consolidated Financial Statements.
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Revenue recognition.  We recognize revenue primarily under the provisions of Staff Accounting 
Bulletin (“SAB”) 104, “Revenue Recognition,” when the following criteria have been met: 1) persua-
sive evidence of an arrangement exists; 2) delivery has occurred or services have been rendered; 3) the 
seller’s price to the buyer is fixed or determinable; and 4) collectibility is reasonably assured. 

We offer various information and analytics (“I&A”) products developed to meet our customers’ needs 
by using data secured from a worldwide network of suppliers. Our revenue arrangements may include 
multiple elements as defined in EITF 00-21, “Revenue Arrangements with Multiple Deliverables.” A 
typical I&A arrangement (primarily under fixed-price contracts) may include an ongoing subscription-
based deliverable for which revenue is recognized ratably as earned over the contract period, and/or a 
one-time delivery of historical data (“backdata”) for which revenue is recognized upon delivery, assum-
ing all other criteria are met. In accordance with EITF 00-21, these deliverables qualify as separate units 
of accounting as each has value on a standalone basis to the customer, objective and reliable evidence 
of fair value for any undelivered item(s) exists, and where the arrangement includes a general right of 
return relative to the delivered item(s), delivery of the undelivered item(s) is probable and within our 
control. We allocate revenue to each element within our arrangements based upon their respective rela-
tive fair values. Fair values for these elements are based upon the normal pricing practices for ongoing 
subscriptions and backdata when sold separately. We defer revenue for any undelivered elements, and 
recognize revenue when the product is delivered or over the period in which the service is performed, 
in accordance with our revenue recognition policy for such element as noted above. If we cannot objec-
tively determine the fair value of any undelivered element, revenue is deferred until all elements are 
delivered and services have been performed, or until fair value can objectively be determined for any 
remaining undelivered elements. 

We also offer evidenced-based solutions that allow our clients to make informed business decisions. 
These consulting and services (“C&S”) offerings provide assistance with the analysis of our I&A prod-
ucts. Our C&S offerings are not typically bundled with our I&A offerings noted above. Revenues for 
certain of these arrangements are recognized on a straight-line basis over the term of the arrangement. 
Revenues for time and material contracts are recognized as the services are provided. Revenues for fixed 
price contracts are recognized either over the contract term based on the ratio of the number of hours 
incurred for services provided during the period compared to the total estimated hours to be incurred 
over the entire arrangement (efforts based), or upon delivery. 

We enter into barter transactions in the normal course in which we exchange data for data, or data for 
other services such as advertising, software licenses and panel recruitment. We recognize revenue from 
barter transactions as our products are delivered or services are performed. The related barter expense is 
recognized as the products or services are utilized by us, the majority of which is in the same account-
ing period as the related barter revenue. Barter transactions are valued based on either the fair value 
of the products or services received by us or the fair value of the information or services delivered to 
customers, whichever is more clearly evident. Our barter revenues have accounted for approximately 4% 
to 5% of total consolidated revenues in each of the three years ended December 31, 2006. We expect 
that barter revenues will continue to account for approximately 4% to 5% of total consolidated revenues.

We present our revenues net of taxes assessed by government authorities.

Payment terms vary by customer, but are typically stipulated in the contract and are generally net 30 
days from date of invoice. We generally do not offer extended payment terms. Advance payments from 
customers are credited to Deferred revenues and reflected in Operating Revenue as earned over the 
contract term. Included in Accounts receivable, net in the Consolidated Statements of Financial Position 
are unbilled receivables, which represent revenues for products delivered or services performed that have 
not yet been invoiced to the customer. Substantially all of our unbilled receivables are invoiced within 
the following month.
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For further discussion of our products and services please refer to the “Our Products and Services”  
disclosure contained in Part I, Item 1. Business section of our Annual Report on Form 10-K.

OPERATING COSTS.  Operating costs include data processing costs, the costs of data collection and produc-
tion, and costs attributable to personnel involved in production, data management and the processing 
and delivery of our consulting and services offerings. We present both Information and Analytics 
(“I&A”) revenue and Consulting and Services (“C&S”) revenue separately in our Consolidated 
Statements of Income, but do not present operating costs directly associated with the two revenue 
streams due to the fact that our consulting offerings are part of a continuum of capabilities and are 
directly linked to our I&A products. Although we do capture certain direct costs associated with our 
C&S revenues, such as the costs of our consulting staff, accommodations, and costs of primary market 
research data purchased specifically for certain individual C&S engagements, many other significant 
direct costs incurred by us are not allocated and are not separable between our two revenue streams.

One of our major expenditures is the cost for the data we receive from suppliers. After receipt of the 
raw data and prior to the data being available for use in any part of our business, we are required to 
transform the raw data into useful information through a series of comprehensive processes. These pro-
cesses involve significant employee costs and data processing costs. Our data is used in multiple customer 
solutions across different offerings within both I&A and C&S, but we do not have a meaningful way to 
allocate the direct cost of the data between I&A and C&S revenues. As such, any allocation of operating 
costs made by us would not be an accurate reflection of the actual operating costs relating to the two 
revenue streams and could be misleading. 

Costs associated with our data purchases are deferred within Work-in-process inventory and recognized as 
expense as the corresponding data product revenue is recognized by us, generally over a thirty to sixty day 
period. Costs associated with our time and material and fixed-price contracts are recognized as incurred. 

Pensions and other postretirement benefits.  We provide a number of retirement benefits to our 
employees, including defined benefit pension plans and post retirement medical plans. We account for  
these plans in accordance with SFAS No. 87, “Employers’ Accounting for Pensions,” SFAS No. 88, 
“Employers’ Accounting for Settlements and Curtailments of Defined Benefit Pension Plans and for 
Termination Benefits” and SFAS No. 106, “Employers’ Accounting for Postretirement Benefits Other 
Than Pensions,” respectively, and accordingly, the determination of benefit obligations and expense is 
based on actuarial models. In order to measure benefit costs and obligations using these models, criti-
cal assumptions are made with regard to the discount rate, expected return on plan assets, cash balance 
crediting rate, lump sum conversion rate and the assumed rate of compensation increases. In addition, 
retiree medical care cost trend rates are a key assumption used exclusively in determining costs under 
SFAS No. 106. Management reviews these critical assumptions at least annually. Other assumptions 
involve demographic factors such as the turnover, retirement and mortality rates. Management reviews 
these assumptions periodically and updates them when our experience deems it appropriate to do so.

The discount rate is the rate at which the benefit obligations could be effectively settled. For U.S. plans, 
the discount rate is determined by matching the plans’ expected cash flow (determined on a projected 
benefit obligation basis) with spot rates developed from a yield curve comprised of high-grade (Moody’s 
Aa and above) non-callable corporate bonds to develop the present value of the expected cash flow, and 
then determining the single rate (discount rate) which when applied to the expected cash flow derives 
that same present value. In the UK specifically, the discount rate is based on the current yield of the 
iBoxx Corporate GBP Aa over 15 year bond index, which is an index of high quality corporate bonds. 
For the other non-U.S. plans, the discount rate is based on the current yield of an index of high quality 
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corporate bonds. At December 31, 2006, we increased the discount rate from 5.75% at December 31, 
2005 to 6.00% for our U.S. pension plans and postretirement benefit plan and increased the discount 
rate for our UK pension plan from 4.75% to 5.00%. The U.S. and UK plans represent 95% of the 
consolidated benefit obligation as of December 31, 2006. Increases in the discount rate also occurred 
in other non-U.S. countries, where the range of applicable discount rates at December 31, 2006 is 
2.0%–8.0% versus a range of 1.4%–9.0% at December 31, 2005. These smaller non-U.S. plans constitute 
only 5% of the consolidated benefit obligation at December 31, 2006. As a sensitivity measure, the 25 
basis point increase in the discount rate for our U.S. Plan is not expected to have a material effect on 
the Consolidated Statements of Income. For our UK Plan, a 25 basis point increase in the discount rate, 
absent any offsetting changes in other assumptions, would result in a decrease in pension expense of 
approximately $1,133 within the Consolidated Statements of Income.

Under the U.S. Pension Plan, participants have a notional retirement account that increases with pay 
and investment credits. The rate used to determine the investment credit (cash balance crediting rate) 
varies monthly and is equal to 1/12th of the yield on 30-year U.S. Government Treasury Bonds, with 
a minimum of 0.25%. At retirement, the account is converted to a monthly retirement benefit using a 
conversion rate (lump sum conversion rate) based on the yield on 30-year U.S. Government Treasury 
Bonds at retirement. 

In selecting an expected return on plan asset assumption, we consider the returns being earned by the plan 
assets in the fund, the rates of return expected to be available for reinvestment and long-term economic 
forecasts for the type of investments held by the plan. At January 1, 2007 the expected return on plan assets 
for the U.S. pension plans is 8.50%, which is unchanged versus January 1, 2006. Outside the U.S. the range 
of applicable expected rates of return is 1.0%–8.0% as of January 1, 2007 versus a range of 0.42%–10.0% as 
of January 1, 2006. The actual return on plan assets will vary from year to year versus this assumption. We 
believe it is appropriate to use long-term expected forecasts in selecting the expected return on plan assets. 
As such, there can be no assurance that our actual return on plan assets will approximate the long-term 
expected forecasts. The expected return on assets (“EROA”) and the actual return on assets were $25,645 
and $37,745, respectively, for the year ended December 31, 2006. As a sensitivity measure, a 25 basis point 
change in the EROA assumption for our U.S. Plan, absent any offsetting changes in other assumptions, 
would result in approximately $504 of an increase or decrease in pension expense within the Consolidated 
Statements of Income. For our UK Plan, a 25 basis point change in the EROA assumption, absent any 
offsetting changes in other assumptions, would result in approximately $199 of an increase or decrease in 
pension expense within the Consolidated Statements of Income.

We utilize a corridor approach to amortizing unrecognized gains and losses in the pension and post-
retirement plans. Amortization occurs when the accumulated unrecognized net gain or loss balance 
exceeds the criterion of 10% of the larger of the beginning balances of the projected benefit obliga-
tion or the market-related value of the plan assets. The excess unrecognized gain or loss balance is then 
amortized using the straight-line method over the average remaining service-life of active employees 
expected to receive benefits. At December 31, 2006, the weighted-average remaining service-life of 
active employees was 11.43 years.

During fiscal 2006, we contributed approximately $17,964 to our pension and postretirement benefit 
plans which included voluntary contributions above the minimum requirements for the pension plans. 
We currently expect to contribute, at a minimum, $7,875 to our pension and postretirement benefit 
plans during fiscal 2007. We may make additional contributions into our pension plans in fiscal 2007 
depending on, among other factors, how the funded status of those plans changes and in order to meet 
minimum funding requirements as set forth in employee benefit and tax laws, plus additional amounts 
we may deem to be appropriate.
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At December 31, 2006, the fair value of assets in our pension plans exceeded the projected benefit 
obligation by $35,359. Additional information on pension and other postretirement benefit plans is 
contained in Note 11.

We adopted SFAS No. 158, “Employers’ Accounting for Defined Benefit Pension and Other 
Postretirement Plans—an amendment of FASB Statements No. 87, 88, 106 and 132(R),” (“SFAS 158”) 
as of December 31, 2006 (see Note 11 of the Consolidated Financial Statements). Under SFAS 158, 
gains and losses, prior service costs and credits, and any remaining transition amounts under SFAS 87 
and SFAS 106 that have not yet been recognized through net periodic benefit cost will be recognized 
in accumulated other comprehensive income (“AOCI”), a component of shareholders’ equity, net of tax 
effects. The measurement date, the date at which the benefit obligation and plan assets are measured, is 
required to be the company’s fiscal year end. SFAS 158 is effective for publicly-held companies for fiscal 
years ending after December 15, 2006, except for the measurement date provisions, which are effective 
for fiscal years ending after December 15, 2008.

The adoption of SFAS 158 reduced our Shareholders’ Equity (within AOCI) by approximately $57,053 
on an after tax basis, with a corresponding increase of approximately $17,598 in the deferred tax asset 
(within Other assets). SFAS 158 also had the effect of reducing Other assets, increasing Postretirement 
and postemployment benefits and Accrued and other current liabilities by approximately $74,651 in 
total. SFAS 158 does not affect the results of operations.

Additional information on pension and other postretirement benefit plans is contained in Note 11 of 
the Consolidated Financial Statements.

Computer software.  Direct costs incurred in the development of our external-use computer software 
are capitalized in accordance with SFAS No. 86, “Accounting for the Costs of Computer Software to be 
Sold, Leased, or Otherwise Marketed.” Research and development costs incurred to establish technolog-
ical feasibility of a computer software product are expensed in the periods in which they are incurred. 
Capitalization ceases and amortization starts when the product is available for general release to custom-
ers. External-use computer software costs are amortized on a product by product basis generally over 
three to seven years. Annual amortization is the greater of the amount computed using (a) the ratio of 
current gross revenues for a product to the total of current and anticipated future gross revenues for that 
product, or (b) the straight-line method over the remaining estimated economic life of the product. We 
periodically review the unamortized capitalized costs of our computer software based on a comparison 
of the carrying value of the software with its estimated net realizable value. We recognize immediately 
any impairment losses on external-use software as a result of our review, or upon our decision to dis-
continue a product. See Note 5 of Notes to Consolidated Financial Statements.

We capitalize internal-use software costs in accordance with Statement of Position (“SOP”) 98-1, 
“Accounting for the Costs of Computer Software Developed or Obtained for Internal Use.” Capitalized 
internal-use software costs are amortized on a straight-line basis generally over three to five years.

Goodwill and other intangibles.  Goodwill represents the excess purchase price over the fair value 
of identifiable net assets of businesses acquired. Effective January 1, 2002, we adopted SFAS No. 142, 
“Goodwill and Other Intangible Assets.” In accordance with the provisions of SFAS No. 142 goodwill 
is no longer amortized. We review the recoverability of goodwill annually (or based on any triggering 
event) by comparing the estimated fair values of reporting units (based on discounted cash flow analysis) 
with their respective net book values. If the fair value of a reporting unit exceeds its carrying amount, 
the goodwill of the reporting unit is not considered impaired. If the carrying amount of the reporting 
unit exceeds its fair value, the goodwill impairment loss is measured as the excess of the carrying value 
of goodwill over its implied fair value. We completed our annual impairment test as of September 30, 
2006 and were not required to recognize a goodwill impairment charge. See Note 5 of Notes to 
Consolidated Financial Statements.
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Other long-lived assets.  In accordance with the provisions of SFAS No. 144, “Accounting for the 
Impairment or Disposal of Long-Lived Assets,” we review the recoverability of our long-lived assets and 
finite-lived identifiable intangibles held and used whenever events or changes in circumstances indi-
cate that the carrying amount of an asset may not be recoverable. In general, the assessment of possible 
impairment is based on our ability to recover the carrying value of the asset from the undiscounted 
expected future cash flows of the asset. If the future cash flows are less than the carrying value of such 
asset, an impairment charge is recognized for the difference between the estimated fair value and the 
carrying value.

Income taxes.  We operate in more than 100 countries around the world and our earnings are taxed 
at the applicable income tax rate in each of those countries. We provide for income taxes utilizing the 
asset and liability method of accounting for income taxes. Under this method, deferred income taxes 
are recorded to reflect the tax consequences in future years of differences between the tax basis of assets 
and liabilities and their financial reporting amounts at each balance sheet date, based on enacted tax laws 
and statutory tax rates applicable to the periods in which the differences are expected to affect tax-
able income. If it is determined that it is more likely than not that future tax benefits associated with a 
deferred tax asset will not be realized, a valuation allowance is provided. In the event we were to deter-
mine that we would be able to realize our deferred tax assets in the future in excess of our net recorded 
amount, an adjustment to the deferred tax asset would increase income in the period such determina-
tion was made. Likewise, should we determine that we would not be able to realize all or part of our net 
deferred tax asset in the future, an adjustment to the deferred tax asset would be charged to income in 
the period such determination was made. The effect on deferred tax assets and liabilities of a change in 
the tax rates is recognized in income in the period that includes the enactment date. While we intend 
to continue to seek global tax planning initiatives, there can be no assurance that we will be able to suc-
cessfully identify and implement such initiatives to reduce or maintain our overall tax rate. See Note 13 
to the Consolidated Financial Statements.

Foreign currency translation.  We have significant investments in non-U.S. countries. Therefore, 
changes in the value of foreign currencies affect our Consolidated Financial Statements when translated 
into U.S. dollars. For all operations outside the United States of America where we have designated 
the local currency as the functional currency, assets and liabilities are translated using end-of-period 
exchange rates; revenues, expenses and cash flows are translated using average rates of exchange. 
For these countries, currency translation adjustments are accumulated in a separate component of 
Shareholders’ Equity, whereas transaction gains and losses are recognized in Other income (expense), 
net. For operations in countries that are considered to be highly inflationary or where the U.S. dollar is 
designated as the functional currency, monetary assets and liabilities are remeasured using end-of-period 
exchange rates, whereas non-monetary accounts are remeasured using historical exchange rates, and all 
remeasurement and transaction adjustments are recognized in Other income (expense), net.

Securities and other investments.  We hold investments in marketable equity securities and partner-
ship interests in venture capital partnerships. The equity securities are classified as available-for-sale and are 
therefore recorded at fair value in the financial statements. Unrealized gains and losses related to the avail-
able-for-sale securities are recorded within Other Comprehensive Income, a component of Shareholders’ 
Equity. Realized gains and losses are recorded in earnings in the period in which the securities are sold. 
The partnership interests are recorded in the financial statements at cost. On a quarterly basis we make 
estimates of the market value of these investments and reduce the carrying value of the investments if 
there is an other-than-temporary decline in the fair value below cost. We evaluate the recoverability of the 
underlying securities in each partnership on an individual basis. No investments had an estimated fair value 
less than the carrying value of the investment as of December 31, 2006 and 2005.

Legal costs.  Legal costs in connection with loss contingencies are expensed as incurred.
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Recently Issued Accounting Standards

In February 2006, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 155, 
“Accounting for Certain Hybrid Financial Instruments—an amendment of FASB Statements No. 
133 and 140.” This statement clarifies the application of SFAS No. 133, “Accounting for Derivative 
Instruments and Hedging Activities,” to beneficial interests in securitized financial assets and improves 
the consistency of accounting for similar financial instruments. This statement also amends SFAS No. 
140, “Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities—a 
replacement of FASB Statement No. 125,” to eliminate the prohibition on a qualifying special-purpose 
entity from holding a derivative financial instrument that pertains to a beneficial interest other than 
another derivative financial instrument. This statement is effective for all financial instruments acquired 
or issued after the beginning of an entity’s first fiscal year that begins after September 15, 2006. The 
adoption of SFAS No. 155 is not expected to have a material impact on our financial position, results of 
operations or cash flows for the year ended December 31, 2007.

In March 2006, the FASB issued SFAS No. 156, “Accounting for Servicing of Financial Assets—an 
amendment of FASB Statement No. 140.” This statement amends SFAS 140 and clarifies the account-
ing for, measurement of, and disclosure of servicing assets and servicing liabilities. This statement should 
be adopted as of the beginning of an entity’s first fiscal year that begins after September 15, 2006, but 
earlier adoption is permitted. The adoption of SFAS No. 156 is not expected to have a material impact 
on our financial position, results of operations or cash flows for the year ended December 31, 2007.

In June 2006, the FASB issued FASB Interpretation No. 48, “Accounting for Uncertainty in Income 
Taxes—an interpretation of FASB Statement No. 109” (“FIN 48”). This interpretation prescribes a rec-
ognition threshold and measurement attribute for the financial statement recognition and measurement 
of a tax position taken or expected to be taken in a tax return. It also provides guidance on derecogni-
tion, classification, interest and penalties, accounting in interim periods, disclosure, and transition. This 
interpretation is effective for fiscal years beginning after December 15, 2006, but earlier adoption is 
permitted. We will be required to apply the provisions of FIN 48 to all tax positions upon initial adop-
tion with any cumulative effect adjustment to be recognized as an adjustment to retained earnings. We 
are currently evaluating the impact of FIN 48 on our consolidated financial statements, but are not yet 
in a position to make this determination. 

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements.” This statement defines 
fair value, establishes a framework for measuring fair value under generally accepted accounting prin-
ciples, and expands disclosures about fair value measurements. This statement is effective for financial 
statements issued for fiscal years beginning after November 15, 2007, and interim periods within those 
fiscal years. We are currently evaluating this statement to determine any potential impact that it may 
have on our financial results.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations (continued)

Dollars and shares in thousands, except per share data.

IMS Health Common Stock Information

IMS’s Common Stock is listed on the New York Stock Exchange (symbol “RX”). The number of 
shareholders of record on December 31, 2006 and 2005, were approximately 4,475 and 4,809, respec-
tively. Total shares outstanding on December 31, 2006 and 2005, were approximately 200,683 and 
227,970, respectively. Approximately 99.0% of IMS’s shares are held by institutions. The following table 
shows the high and low sales prices for our Common Stock during the four quarters of 2006 and 2005:

	 Price Per Share ($) 2006	 Price Per Share ($) 2005

	 	 High	 Low	 High	 Low

First Quarter. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                        	 26.00		  23.94		  25.00		 22.01
Second Quarter. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                      	 28.00		  25.68		  25.00		 22.71
Third Quarter. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                       	 27.77		  25.82		  28.60		 24.45
Fourth Quarter. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                      	 30.13		  26.34		  25.85		 22.73

Year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                              	 30.13		  23.94		  28.60		 22.01

Dividends

The payments and level of cash dividends by IMS are subject to the discretion of the Board of Directors 
of IMS. For the years ended December 31, 2006 and 2005, IMS declared quarterly dividends of $0.03 
per share and $0.02 per share, respectively or $0.12 and $0.08 per share, respectively on an annual basis. 
In February 2006, the Board of Directors of IMS authorized a $0.01 per share increase to the quarterly 
dividend. Any future dividends other than the $0.03 per share dividend for the first quarter of 2007, 
which was declared by the Board of Directors of IMS in February 2007, will be based on, and affected 
by, a number of factors, including the operating results and financial requirements of IMS.

Item 7A. Quantitative and Qualitative Disclosures about Market Risk

Quantitative and qualitative disclosures about market risk are set forth under “Market Risk” in the 
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” in Part II, 
Item 7 of this Annual Report on Form 10-K, and in “Note 10. Financial Instruments” of Notes to 
Consolidated Financial Statements in Part II, Item 8 of this Annual Report on Form 10-K.
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Item 8. Financial Statements and Supplementary Data

Index to Consolidated Financial Statements and Financial Statement Schedule
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Statement of Management’s Responsibility for Financial Statements

To the Shareholders of IMS Health Incorporated:

Management is responsible for the preparation of the consolidated financial statements and related 
information that are presented in this report. The consolidated financial statements, which include 
amounts based on management’s estimates and judgments, have been prepared in conformity with 
accounting principles generally accepted in the United States of America. Other financial information 
in the report to shareholders is consistent with that in the consolidated financial statements.

The Company maintains accounting and internal control systems to provide reasonable assurance at 
reasonable cost that assets are safeguarded against loss from unauthorized use or disposition, and that 
the financial records are reliable for preparing financial statements and maintaining accountability for 
assets. These systems are augmented by written policies, an organizational structure providing division of 
responsibilities, careful selection and training of qualified personnel and a program of internal audits.

The Company engaged PricewaterhouseCoopers LLP, independent auditors, to audit and render 
an opinion on the consolidated financial statements in accordance with the standards of the Public 
Company Accounting Oversight Board (United States). These standards include consideration of the 
internal control structure and tests of transactions to the extent considered necessary by them to support 
their opinion.

The Board of Directors, through its Audit Committee consisting solely of independent directors of 
the Company, meets periodically with management, internal auditors and our independent auditors to 
ensure that each is meeting its responsibilities and to discuss matters concerning internal controls and 
financial reporting. PricewaterhouseCoopers LLP and the internal auditors each have full and free access 
to the Audit Committee.

David R. Carlucci 
Chairman, Chief Executive Officer and President

Leslye G. Katz 
Senior Vice President and Chief Financial Officer
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Management’s Report on Internal Control Over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial 
reporting for the Company. In order to evaluate the effectiveness of internal control over financial 
reporting, as required by Section 404 of the Sarbanes-Oxley Act, management has conducted an assess-
ment using the criteria in Internal Control—Integrated Framework, issued by the Committee of Sponsoring 
Organizations of the Treadway Commission (“COSO”). The Company’s internal control over finan-
cial reporting is a process designed to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with account-
ing principles generally accepted in the United States of America. Because of its inherent limitations, 
internal control over financial reporting may not prevent or detect misstatements. Also, projections 
of any evaluation of effectiveness to future periods are subject to the risk that controls may become 
inadequate because of changes in conditions, or that the degree of compliance with the policies or pro-
cedures may deteriorate.

Based on its assessment, management has concluded that the Company maintained effective internal 
control over financial reporting as of December 31, 2006, based on criteria in Internal Control—
Integrated Framework issued by the COSO. Management’s assessment of the effectiveness of the 
Company’s internal control over financial reporting as of December 31, 2006, has been audited by 
PricewaterhouseCoopers LLP, the Company’s independent registered public accounting firm, as stated 
in their report included herein.

David R. Carlucci 
Chairman, Chief Executive Officer and President

Leslye G. Katz 
Senior Vice President and Chief Financial Officer
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholders of IMS Health Incorporated: 

We have completed integrated audits of IMS Health Incorporated’s consolidated financial statements 
and of its internal control over financial reporting as of December 31, 2006, in accordance with the 
standards of the Public Company Accounting Oversight Board (United States). Our opinions, based 
on our audits, are presented below.

Consolidated financial statements and financial statement schedule 

In our opinion, the consolidated financial statements listed in the accompanying index present fairly, 
in all material respects, the financial position of IMS Health Incorporated and its subsidiaries at 
December 31, 2006 and 2005, and the results of their operations and their cash flows for each of the 
three years in the period ended December 31, 2006 in conformity with accounting principles gen-
erally accepted in the United States of America. In addition, in our opinion, the financial statement 
schedule listed in the accompanying index presents fairly, in all material respects, the information 
set forth therein when read in conjunction with the related consolidated financial statements. These 
financial statements and financial statement schedule are the responsibility of the Company’s manage-
ment. Our responsibility is to express an opinion on these financial statements and financial statement 
schedule based on our audits. We conducted our audits of these statements in accordance with the 
standards of the Public Company Accounting Oversight Board (United States). Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. An audit of financial statements includes examining, on 
a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the 
accounting principles used and significant estimates made by management, and evaluating the overall 
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

As discussed in Note 2 to the consolidated financial statements, the Company adopted Statement of 
Financial Accounting Standards No. 123R, Share-Based Payment (revised 2004), as of January 1, 2006 
and adopted the provisions of the Statement of Financial Accounting Standards No. 158, Employers’ 
Accounting for Defined Benefit Pension and Other Postretirement Plans—an amendment of FASB Statements 
No. 87, 88, 106, and 132(R), as of December 31, 2006.

Internal control over financial reporting 

Also, in our opinion, management’s assessment, included in Management’s Report on Internal Control 
Over Financial Reporting appearing under Item 8, that the Company maintained effective inter-
nal control over financial reporting as of December 31, 2006 based on criteria established in Internal 
Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway 
Commission (“COSO”), is fairly stated, in all material respects, based on those criteria. Furthermore, 
in our opinion, the Company maintained, in all material respects, effective internal control over 
financial reporting as of December 31, 2006, based on criteria established in Internal Control—Integrated 
Framework issued by the COSO. The Company’s management is responsible for maintaining effective 
internal control over financial reporting and for its assessment of the effectiveness of internal control 
over financial reporting. Our responsibility is to express opinions on management’s assessment and on 
the effectiveness of the Company’s internal control over financial reporting based on our audit. We 
conducted our audit of internal control over financial reporting in accordance with the standards of 
the Public Company Accounting Oversight Board (United States). Those standards require that we 
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plan and perform the audit to obtain reasonable assurance about whether effective internal control 
over financial reporting was maintained in all material respects. An audit of internal control over 
financial reporting includes obtaining an understanding of internal control over financial reporting, 
evaluating management’s assessment, testing and evaluating the design and operating effectiveness of 
internal control, and performing such other procedures as we consider necessary in the circumstances. 
We believe that our audit provides a reasonable basis for our opinions. 

A company’s internal control over financial reporting is a process designed to provide reasonable 
assurance regarding the reliability of financial reporting and the preparation of financial statements 
for external purposes in accordance with generally accepted accounting principles. A company’s 
internal control over financial reporting includes those policies and procedures that (i) pertain to the 
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dis-
positions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded 
as necessary to permit preparation of financial statements in accordance with generally accepted 
accounting principles, and that receipts and expenditures of the company are being made only in 
accordance with authorizations of management and directors of the company; and (iii) provide 
reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or 
disposition of the company’s assets that could have a material effect on the financial statements. 

Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the 
risk that controls may become inadequate because of changes in conditions, or that the degree of 
compliance with the policies or procedures may deteriorate.

PricewaterhouseCoopers LLP 
New York, New York 
February 26, 2007 
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IMS Health Incorporated Consolidated Statements of Financial Position

	 As of December 31,

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

Assets:
Current Assets:
Cash and cash equivalents. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                               	 $	 157,346	 $	 362,943
Accounts receivable, net of allowances of  

$7,860 and $7,629 in 2006 and 2005, respectively. . . . . . . . . . . . . . . . . . . . . . . . . . .                            	 	 367,413	 	 297,302
Other current assets (Note 18). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                           		  168,534	 	 160,765

Total Current Assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                 		  693,293	 	 821,010

Securities and other investments. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                          	 	 6,401	 	 6,037
Property, plant and equipment, net of accumulated depreciation of  

$181,543 and $180,576 in 2006 and 2005, respectively. . . . . . . . . . . . . . . . . . . . . . .                        		  148,190		  148,586
Computer software . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                   		  255,285		  241,298
Goodwill. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                           		  531,610		  457,006
Other assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                         		  271,815	 	 299,083

Total Assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                        	 $	1,906,594	 $	1,973,020

Liabilities, Minority Interests and Shareholders’ Equity:
Current Liabilities: 
Accounts payable. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                     	 $	 82,013	 $	 71,737
Accrued and other current liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                       		  256,672		  231,475
Accrued income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                 		  74,485		  114,325
Short-term deferred tax liability. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                          		  7,238	 	 8,627
Deferred revenues. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                    	 	 122,466	 	 122,884

Total Current Liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                              		  542,874	 	 549,048

Postretirement and postemployment benefits. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                 	 	 85,846		  110,782
Long-term debt (Note 10). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                              		  975,406	 	 611,431
Other liabilities (Note 18) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                              	 	 168,149	 	 186,839

Total Liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                     	 $	1,772,275	 $	1,458,100

Commitments and Contingencies (Notes 14 and 16)
Minority Interests (Note 7). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                           	 $	 100,410	 $	 99,865
Shareholders’ Equity:
Common Stock, par value $.01, authorized 800,000 shares;  

issued 335,045 shares in 2006 and 2005, respectively. . . . . . . . . . . . . . . . . . . . . . . . .                          	 	 3,350	 	 3,350
Capital in excess of par. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                 	 	 497,955	 	 468,299
Retained earnings. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                    	 	 2,612,939		  2,321,765
Treasury stock, at cost, 134,367 shares and 107,075 shares  

in 2006 and 2005, respectively. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                          		 (3,044,996)		 (2,315,404)
Cumulative translation adjustment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                        		  28,786		  (31,521)
Minimum pension liability adjustment, net of taxes of $14,484 in 2005. . . . . . . . . . . . .              		  —		  (31,408)
Postretirement and postemployment adjustment (SFAS No. 158) . . . . . . . . . . . . . . . . .                  		  (64,264)		  —
Unrealized gain (loss) on changes in fair value of cash flow hedges, net of tax . . . . . . . .         		  6	 	 (59)
Unrealized gain on investments, net of tax. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                   	 	 133	 	 33

Total Shareholders’ Equity. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                            	 $	 33,909	 $	 415,055

Total Liabilities, Minority Interests and Shareholders’ Equity. . . . . . . . . . . . . . .                	 $	1,906,594	 $	1,973,020

The accompanying notes are an integral part of the Consolidated Financial Statements.
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IMS Health Incorporated Consolidated Statements of Income

	Y ears Ended December 31,

(Dollars and shares in thousands, except per share data)		  	 2006	 2005	 2004

Information and analytics revenue. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                             	 $	1,599,063	 $	1,478,138	 $	1,385,100
Consulting and services revenue. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                              	 	 359,525	 	 276,653		  183,945

Operating Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                     	 $	1,958,588	 $	1,754,791	 $	1,569,045

Operating costs. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                          	 	 849,659	 	 759,089		  668,144
External-use software amortization. . . . . . . . . . . . . . . . . . . . . . . . . . . . .                            	 	 43,297	 	 39,142		  36,199
Selling and administrative expenses. . . . . . . . . . . . . . . . . . . . . . . . . . . . .                            	 	 541,645	 	 452,331		  384,016
Depreciation and other amortization. . . . . . . . . . . . . . . . . . . . . . . . . . . .                           	 	 73,785	 	 65,481		  57,335
Severance, impairment and other charges . . . . . . . . . . . . . . . . . . . . . . . .                       	 	 —	 	 —		  36,890
Merger costs (Note 17) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                    	 	 6,016	 	 17,928		  —

Operating Income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                      		  444,186	 	 420,820		  386,461

Interest income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                          	 	 5,453	 	 9,988		  7,848
Interest expense. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                          	 	 (40,425)	 	 (22,703)		  (19,528)
Gains from investments, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                 	 	 2,250	 	 4,713		  11,892
Gain from sale of TriZetto (Note 8) . . . . . . . . . . . . . . . . . . . . . . . . . . . .                           	 	 —	 	 —		  38,803
Loss on issuance of investees’ stock. . . . . . . . . . . . . . . . . . . . . . . . . . . . .                            	 	 —	 	 —		  (184)
Other income (expense), net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                	 	 37,281	 	 41,435		  (10,853)

Non-Operating Income, net. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                              		  4,559	 	 33,433		  27,978

Income before provision for income taxes. . . . . . . . . . . . . . . . . . . . . . . .                       	 	 448,745	 	 454,253		  414,439
Provision for income taxes (Note 13). . . . . . . . . . . . . . . . . . . . . . . . . . .                          	 	 (133,234)	 	 (170,162)		  (129,181)
TriZetto equity income, net of income taxes of $105 for 2004 . . . . . . . . .        	 	 —	 	 —		  164

Net Income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                            	 $	 315,511	 $	 284,091	 $	 285,422

Basic Earnings Per Share of Common Stock. . . . . . . . . . . . . . . . . 	 $	 1.56	 $	 1.24	 $	 1.22

Diluted Earnings Per Share of Common Stock. . . . . . . . . . . . . . . .               	 $	 1.53	 $	 1.22	 $	 1.20

Weighted average number of shares outstanding—basic. . . . . . . . . . . . . .             	 	 202,641	 	 228,615		  233,199
Dilutive effect of shares issuable as of period-end under stock  

option plans. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                           	 	 2,759	 	 2,879		  3,946
Adjustment of shares outstanding applicable to exercised and cancelled  

stock options during the period. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 	 	 1,198	 	 990		  560

Weighted Average Number of Shares Outstanding—Diluted. . . . .    		  206,598	 	 232,484		  237,705

The accompanying notes are an integral part of the Consolidated Financial Statements.
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IMS Health Incorporated Consolidated Statements of Cash Flows

	 Years Ended December 31,

(Dollars and shares in thousands, except per share data)			   2006	 2005	 2004

Cash Flows from Operating Activities:			 
	 Net income. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	315,511	 $	284,091	 $	285,422
Adjustments to reconcile net income to net cash provided  

by operating activities:
	 Depreciation and amortization . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  117,082		  104,623		  93,534
	 Bad debt expense. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  648		  6,507		  3,997
	 Deferred income taxes . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  27,238		  33,527		  17,875
	 Gains from investments, net. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  (2,250)		  (4,713)		  (11,892)
	 Gain on sale of TriZetto. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  —		  —		  (38,803)
	 Gain on sale of capital assets, net. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  (3,127)		  (1,413)		  —
	 Loss on issuance of investees’ stock . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  —		  —		  184
	 TriZetto equity (income) loss, net. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  —		  —		  (164)
	 Minority interests in net income of consolidated companies. .  .  .  .  .  .  .  . 		  4,517		  3,366		  5,818
	 Non-cash stock-based compensation charges. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  42,778		  4,892		  3,518
	 Excess tax benefits from stock-based compensation . .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  (6,509)		  —		  —
Change in assets and liabilities, excluding effects from acquisitions  

and dispositions:
	 Net (increase) decrease in accounts receivable. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  (64,533)		  (25,576)		  17,518
	 Net (increase) decrease in work-in-process inventory. .  .  .  .  .  .  .  .  .  .  .  .  . 		  (8,236)		  3,910		  (6,939)
	 Net (increase) decrease in prepaid expenses and other current assets. . . 		  (1,337)		  5,830		  (16,914)
	 Net increase (decrease) in accounts payable . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  8,744		  (3,305)		  11,036
	 Net increase (decrease) in accrued and other current liabilities . .  .  .  .  .  . 		  22,300		  (1,961)		  2,253
	 Net decrease in 2003 and 2001 accrued severance, impairment  

	 and other charges. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  (4,411)		  (9,268)		  (6,933)
	 Net decrease (increase) in 2004 accrued severance, impairment  

	 and other charges. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  (12,220)		  (24,052)		  36,438
	 Net decrease in deferred revenues. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  (4,357)		  (408)		  (529)
	 Net (decrease) increase in accrued income taxes. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  (70,340)		  (57,511)		  21,352
	 Net increase in pension assets (net of liabilities) . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  (17,418)		  (23,159)		  (25,557)
	 Net increase in other long-term assets (net of long-term liabilities). .  .  . 		  (2,904)		  (1,692)		  (1,900)
	 Net tax benefit on stock option exercises. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  14,943		  15,464		  10,958

Net Cash Provided by Operating Activities. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  356,119		  309,152		  400,272
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IMS Health Incorporated Consolidated Statements of Cash Flows (Continued)

	 Years Ended December 31,

(Dollars and shares in thousands, except per share data)			   2006	 2005	 2004

Cash Flows Used in Investing Activities: 
	 Capital expenditures. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 	 (27,493)	 	 (52,022)		  (22,462)
	 Additions to computer software. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 	 (84,681)	 	 (80,807)		  (84,461)
	 Proceeds from sale of TriZetto. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  —	 	 37,414		  44,550
	 Proceeds from sale of capital assets. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 	 13,304	 	 21,380		  —
	 Investments in short-term marketable securities. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  —	 	 15,351		  25,055
	 Payments for acquisitions of businesses, net of cash acquired. .  .  .  .  .  .  .  . 	 	 (63,653)	 	(209,188)		  (58,752)
	 Funding of venture capital investments. . . . . . . . . . . . . . . . . . . . . . . . 	 	 (2,200)	 	 (1,500)		  (500)
	 Other investing activities, net . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 	 2,104	 	 1,556		  1,988

Net Cash Used in Investing Activities. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		 (162,619)	 	(267,816)		  (94,582)

Cash Flows Used in Financing Activities: 
	 Net (decrease) increase in revolving credit facility and other. .  .  .  .  .  .  .  . 	 	(127,749)	 	 (12,260)		  68,169
	 Proceeds from short-term credit agreement, bank term loan  

	 and private placement notes . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 	 650,000	 	 —		  —
	 Repayment of short-term credit agreement. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 	(150,000)	 	 —		  —
	 Payments for purchase of treasury stock. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 	(880,407)	 	(246,507)		 (362,659)
	 Proceeds from exercise of stock options. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 	 119,258	 	 165,568		  96,578
	 Excess tax benefits from stock-based compensation . .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 	 6,509	 	 —		  —
	 Dividends paid. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 	 (24,337)	 	 (18,405)		  (18,846)
	 Proceeds from employee stock purchase plan. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 	 5,171	 	 4,124		  3,410
	 Increase in cash overdrafts. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 	 1,320	 	 1,663		  1,722
	 Payments to minority interests. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 	 (3,972)	 	 (3,225)		  (5,706)

Net Cash Used in Financing Activities. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		 (404,207)	 	(109,042)		 (217,332)

Effect of Exchange Rate Changes on Cash and Cash Equivalents. .  .  .  .  .  . 	 	 5,110	 	 (14,254)		  12,113

(Decrease) Increase in Cash and Cash Equivalents . .  .  .  .  .  .  .  .  .  .  .  . 		 (205,597)	 	 (81,960)		  100,471
Cash and Cash Equivalents, Beginning of Period . .  .  .  .  .  .  .  .  .  .  .  .  . 		  362,943	 	 444,903		  344,432

Cash and Cash Equivalents, End of Period . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	157,346	 $	362,943	 $	444,903

Supplemental Disclosure of Cash Flow Information:
Cash paid during the period for interest . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	 34,581	 $	 18,270	 $	 18,449
Cash paid during the period for income taxes. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	166,032	 $	200,586	 $	 85,382
Cash received from income tax refunds. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	 25,624	 $	 3,267	 $	 9,988
Non-Cash Investing Activities: 
Promissory note receivable from The TriZetto Group (Note 8). .  .  .  .  .  .  .  . 	 $	 —	 $	 —	 $	 37,414

The accompanying notes are an integral part of the Consolidated Financial Statements.
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	 Accumulated Other Comprehensive Income (Loss)		

									         Unrealized			    
									         (Losses)  
									         Gains on			    
									         Changes	 Unrealized		   
								        Minimum	 in Fair	 Gains	 Other	  
				    Capital			   Cumulative	 Pension	 Value of	 (Losses)	 Compre-	  
	 Common	 Treasury	 Common	 in Excess	 Retained	 Treasury	 Translation	 Liability	 Cash Flow	 on Invest-	 hensive	  
	 Stock	 Stock	 Stock	 of Par	 Earnings	 Stock	 Adjustment	 Adjustment	 Hedges	 ments	 Income	 Total

Balance,  
December 31,  
2003	. .  .  .  .  .  .  .  .  .  .  	 335,045		 96,706	 $	3,350	 $	490,297	 $	1,789,503	 $	(2,032,748)	 $	(37,255)	 $	(21,963)	 $	(2,299)	 $	692			   $	 189,577

Net Income. . . . . . . . 									        285,422											           285,422			  285,422
Cash Dividends  

($0.08 per share) . .  									        (18,846)														              (18,846)
Prepaid Employee  

Stock Options. .  .  .  							      (610)																                (610)
Accelerated  

Stock Options. .  .  .  							      60																                60
Treasury Shares  

Acquired Under:  
	 Purchases. .  .  .  .  .  			  15,000								        (362,659)												            (362,659)

Treasury Stock  
Reissued Under:

		  Exercise of 
		  Stock Options				  (5,598)				    (26,172)				    122,750												            96,578

		  Restricted  
		  Stock Plan. .  .  			  (20)				    3,561				    439												            4,000

		  Employee Stock  
		  Purchase Plan	 			  (172)				    (395)				    3,804												            3,409

Net Tax Benefit on  
Stock Option  
Exercises. .  .  .  .  .  .  .  							      10,958																                10,958

Board Deferred Stock  
Compensation. .  .  .  							      69																                69

Cumulative Translation  
Adjustment. .  .  .  .  .  													            49,494								        49,494		  49,494

Minimum Pension  
Liability  
Adjustment. .  .  .  .  .  															              (2,728)						      (2,728)		  (2,728)

Unrealized Gain on  
Swaps, net of tax . .  																	                1,634				    1,634		  1,634

Unrealized Loss on  
Other Investments,  
net of amount  
realized of $749,  
net of tax. . . . . . . . 																		                 (644)		  (644)		  (644)

Total Comprehensive  
Income. .  .  .  .  .  .  .  .  																				                   333,178	

Balance,  
December 31,  
2004	. .  .  .  .  .  .  .  .  .  .  	 335,045		105,916	 $	3,350	 $	477,768	 $	2,056,079	 $	(2,268,414)	 $	 12,239	 $	(24,691)	 $	 (665)	 $	 48			   $	 255,714

The accompanying notes are an integral part of the Consolidated Financial Statements.

IMS Health Incorporated Consolidated Statements of Shareholders’ Equity

(Dollars and shares in thousands, except per share data)

Shares

	 Accumulated Other Comprehensive Income (Loss)		

									         Unrealized			    
									         (Losses)  
									         Gains on			    
									         Changes	 Unrealized		   
								        Minimum	 in Fair	 Gains	 Other	  
				    Capital			   Cumulative	 Pension	 Value of	 (Losses)	 Compre-	  
	 Common	 Treasury	 Common	 in Excess	 Retained	 Treasury	 Translation	 Liability	 Cash Flow	 on Invest-	 hensive	  
	 Stock	 Stock	 Stock	 of Par	 Earnings	 Stock	 Adjustment	 Adjustment	 Hedges	 ments	 Income	 Total

Balance,  
December 31,  
2003	. .  .  .  .  .  .  .  .  .  .  	 335,045		 96,706	 $	3,350	 $	490,297	 $	1,789,503	 $	(2,032,748)	 $	(37,255)	 $	(21,963)	 $	(2,299)	 $	692			   $	 189,577

Net Income. . . . . . . . 									        285,422											           285,422			  285,422
Cash Dividends  

($0.08 per share) . .  									        (18,846)														              (18,846)
Prepaid Employee  

Stock Options. .  .  .  							      (610)																                (610)
Accelerated  

Stock Options. .  .  .  							      60																                60
Treasury Shares  

Acquired Under:  
	 Purchases. .  .  .  .  .  			  15,000								        (362,659)												            (362,659)

Treasury Stock  
Reissued Under:

		  Exercise of 
		  Stock Options				  (5,598)				    (26,172)				    122,750												            96,578

		  Restricted  
		  Stock Plan. .  .  			  (20)				    3,561				    439												            4,000

		  Employee Stock  
		  Purchase Plan	 			  (172)				    (395)				    3,804												            3,409

Net Tax Benefit on  
Stock Option  
Exercises. .  .  .  .  .  .  .  							      10,958																                10,958

Board Deferred Stock  
Compensation. .  .  .  							      69																                69

Cumulative Translation  
Adjustment. .  .  .  .  .  													            49,494								        49,494		  49,494

Minimum Pension  
Liability  
Adjustment. .  .  .  .  .  															              (2,728)						      (2,728)		  (2,728)

Unrealized Gain on  
Swaps, net of tax . .  																	                1,634				    1,634		  1,634

Unrealized Loss on  
Other Investments,  
net of amount  
realized of $749,  
net of tax. . . . . . . . 																		                 (644)		  (644)		  (644)

Total Comprehensive  
Income. .  .  .  .  .  .  .  .  																				                   333,178	

Balance,  
December 31,  
2004	. .  .  .  .  .  .  .  .  .  .  	 335,045		105,916	 $	3,350	 $	477,768	 $	2,056,079	 $	(2,268,414)	 $	 12,239	 $	(24,691)	 $	 (665)	 $	 48			   $	 255,714

The accompanying notes are an integral part of the Consolidated Financial Statements.

IMS Health Incorporated Consolidated Statements of Shareholders’ Equity

(Dollars and shares in thousands, except per share data)

Shares
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	 Accumulated Other Comprehensive Income (Loss)		

									         Unrealized			    
									         (Losses)  
									         Gains on			    
									         Changes	 Unrealized		   
								        Minimum	 in Fair	 Gains	 Other	  
				    Capital			   Cumulative	 Pension	 Value of	 (Losses)	 Compre-	  
	 Common	 Treasury	 Common	 in Excess	 Retained	 Treasury	 Translation	 Liability	 Cash Flow	 on Invest-	 hensive	  
	 Stock	 Stock	 Stock	 of Par	 Earnings	 Stock	 Adjustment	 Adjustment	 Hedges	 ments	 Income	 Total

Balance,  
December 31,  
2004	. .  .  .  .  .  .  .  .  .  .  	 335,045		105,916	 $	3,350	 $	477,768	 $	2,056,079	 $	(2,268,414)	 $	 12,239	 $	(24,691)	 $	(665)		  $	48			   $	255,714

Net Income. . . . . . . . 									        284,091												           284,091			  284,091
Cash Dividends  

($0.08 per share) . .  									        (18,405)															              (18,405)
Prepaid Employee  

Stock Options. .  .  .  							      (194)																	                (194)
Accelerated  

Stock Options. .  .  .  							      45																	                45
Treasury Shares  

Acquired Under:
		  Purchases. .  .  .  .  .  			  10,213								        (246,507)													            (246,507)
Treasury Stock  

Reissued Under:	 												         
		  Exercise of Stock  

		  Options. .  .  .  .  			  (8,727)				    (26,816)				    192,384													            165,568
		  Restricted  

		  Stock Plan. .  .  			  (121)				    2,311				    2,612													            4,923
		  Employee Stock  

		  Purchase  
		  Plan . .  .  .  .  .  .  			  (206)				    (397)				    4,521													            4,124

Net Tax Benefit on  
Stock Option  
Exercises. .  .  .  .  .  .  .  							      15,464																	                15,464

Board Deferred Stock  
Compensation. .  .  .  							      118																	                118

Cumulative Translation  
Adjustment. .  .  .  .  .  													            (43,760)								       (43,760)			  (43,760)

Minimum Pension  
Liability  
Adjustment. .  .  .  .  .  															              (6,717)							      (6,717)		  (6,717)

Unrealized Gain on  
Swaps, net of tax . .  																	                606					    606		  606

Unrealized Loss on  
Other Investments,  
net of amount  
realized of $749,  
net of tax. . . . . . . . 																			                  (15)		  (15)		  (15)

Total Comprehensive  
Income. .  .  .  .  .  .  .  .  																						                   234,205	

Balance,  
December 31,  
2005	. .  .  .  .  .  .  .  .  .  .  	 335,045		107,075	 $	3,350	 $	468,299	 $	2,321,765	 $	(2,315,404)	 $	(31,521)	 $	(31,408)	 $	 (59)	 $	33			   $	415,055

The accompanying notes are an integral part of the Consolidated Financial Statements.

IMS Health Incorporated Consolidated Statements of Shareholders’ Equity (Continued)

(Dollars and shares in thousands, except per share data)

Shares

	 Accumulated Other Comprehensive Income (Loss)		

									         Unrealized			    
									         (Losses)  
									         Gains on			    
									         Changes	 Unrealized		   
								        Minimum	 in Fair	 Gains	 Other	  
				    Capital			   Cumulative	 Pension	 Value of	 (Losses)	 Compre-	  
	 Common	 Treasury	 Common	 in Excess	 Retained	 Treasury	 Translation	 Liability	 Cash Flow	 on Invest-	 hensive	  
	 Stock	 Stock	 Stock	 of Par	 Earnings	 Stock	 Adjustment	 Adjustment	 Hedges	 ments	 Income	 Total

Balance,  
December 31,  
2004	. .  .  .  .  .  .  .  .  .  .  	 335,045		105,916	 $	3,350	 $	477,768	 $	2,056,079	 $	(2,268,414)	 $	 12,239	 $	(24,691)	 $	(665)		  $	48			   $	255,714

Net Income. . . . . . . . 									        284,091												           284,091			  284,091
Cash Dividends  

($0.08 per share) . .  									        (18,405)															              (18,405)
Prepaid Employee  

Stock Options. .  .  .  							      (194)																	                (194)
Accelerated  

Stock Options. .  .  .  							      45																	                45
Treasury Shares  

Acquired Under:
		  Purchases. .  .  .  .  .  			  10,213								        (246,507)													            (246,507)
Treasury Stock  

Reissued Under:	 												         
		  Exercise of Stock  

		  Options. .  .  .  .  			  (8,727)				    (26,816)				    192,384													            165,568
		  Restricted  

		  Stock Plan. .  .  			  (121)				    2,311				    2,612													            4,923
		  Employee Stock  

		  Purchase  
		  Plan . .  .  .  .  .  .  			  (206)				    (397)				    4,521													            4,124

Net Tax Benefit on  
Stock Option  
Exercises. .  .  .  .  .  .  .  							      15,464																	                15,464

Board Deferred Stock  
Compensation. .  .  .  							      118																	                118

Cumulative Translation  
Adjustment. .  .  .  .  .  													            (43,760)									       (43,760)		  (43,760)

Minimum Pension  
Liability  
Adjustment. .  .  .  .  .  															              (6,717)							      (6,717)		  (6,717)

Unrealized Gain on  
Swaps, net of tax . .  																	                606					    606		  606

Unrealized Loss on  
Other Investments,  
net of amount  
realized of $749,  
net of tax. . . . . . . . 																			                  (15)		  (15)		  (15)

Total Comprehensive  
Income. .  .  .  .  .  .  .  .  																						                   234,205	

Balance,  
December 31,  
2005	. .  .  .  .  .  .  .  .  .  .  	 335,045		107,075	 $	3,350	 $	468,299	 $	2,321,765	 $	(2,315,404)	 $	(31,521)	 $	(31,408)	 $	 (59)	 $	33			   $	415,055

The accompanying notes are an integral part of the Consolidated Financial Statements.

IMS Health Incorporated Consolidated Statements of Shareholders’ Equity (Continued)

(Dollars and shares in thousands, except per share data)

Shares
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IMS Health Incorporated Consolidated Statements of Shareholders’ Equity (Continued)

(Dollars and shares in thousands, except per share data)	 Accumulated Other Comprehensive Income (Loss)

										          Unrealized			    
										          (Losses)			    
									         Post	 Gains on 			    
									         Retirement	 Changes 	 Unrealized 
								        Minimum	 Post	 in	 Gains	 Other 
				    Capital			   Cumulative	 Pension	 Employ	 Value of	 on	 Compre-	  
	 Common	 Treasury	 Common	 in Excess	 Retained	 Treasury	 Translation	 Liability	 Adjust	 Cash Flow	 Invest-	 hensive	  
	 Stock	 Stock	 Stock	 of Par	 Earnings	 Stock	 Adjustment	 Adjustment	 SFAS 158	 Hedges	 ments	 Income	 Total

Balance,  
December 31,  
2005	 . . . . . . . . . . . 	 335,045	 107,075	 $	3,350	 $	468,299	 $	2,321,765	 $	(2,315,404)	 $	(31,521)	 $	(31,408)			   $	(59)	 $	 33			   $	415,055

Net Income  .  .  .  .  .  .  .  . 								        315,511 														             315,511		  315,511
Cash Dividends  

($0.03 per share) .  .  .  								        (24,337)															              (24,337)
Stock-Based  

Compensation  
Expense  .  .  .  .  .  .  .  .  . 						      42,778																		                  42,778

Performance Restricted 
Stock Awards  .  .  .  .  . 						      1,763																		                  1,763

Prepaid Employee  
Stock Options  . . . . 						      (122)																		                 (122)

Board Deferred Stock  
Compensation  . . . . 	 					     101																		                  101

Net Tax Benefit on  
Stock-Based  
Compensation  . . . . 						      14,943																		                  14,943

Treasury Shares  
Acquired Under 
	 Purchases . . . . . . 	 	 33,931								        (880,407)														             (880,407)

Treasury Shares  
Reissued Under:

		  Exercise of Stock  
		  Options . .  .  .  .  . 		  (6,161)				    (20,620)				   139,878														              119,258

		  Vesting of  
		  Restricted  
		  Stock  .  .  .  .  .  .  . 	 	 (262)				    (9,298) 			   5,877														              (3,421)

		  Less: Unearned  
		  Portion .  .  .  .  .  . 	 	 7				    —	  			   —														              —

		  Employee Stock  
		  Purchase Plan . . 	 	 (223)				    111				    5,060														              5,171

Cumulative Translation  
Adjustment .  .  .  .  .  .  . 	 						       					     60,307										          60,307		  60,307

Minimum Pension 
Liability Adjustment .  														              24,197								        24,197		  24,197

Adoption of FASB  
Statement No. 158 .  .  . 														              7,211		  (7,211)								        —

Adjustment due to  
Adoption of  
SFAS 158, net of tax  . 																               (57,053)								        (57,053)

Unrealized Gains on  
Swaps, net of tax  .  .  .  . 																		                  65				    65		  65

Unrealized Gains on  
Other Investments  
net of amount  
realized of $749,  
net of taxes. .  .  .  .  .  																			                  100	 100	 100

Total Comprehensive  
Income .  .  .  .  .  .  .  .  .  . 																						                      400,180	

Balance,  
December 31,  
2006	 . . . . . . . . . . . 	 335,045	 134,367	 $	3,350	 $	497,955	 $	2,612,939	 $	(3,044,996)	 $	 28,786	 $	 —	 $	(64,264)	 $	 6	 $	133			   $	 33,909

The accompanying notes are an integral part of the Consolidated Financial Statements.

Shares

IMS Health Incorporated Consolidated Statements of Shareholders’ Equity (Continued)

(Dollars and shares in thousands, except per share data)	 Accumulated Other Comprehensive Income (Loss)

										          Unrealized			    
										          (Losses)			    
									         Post	 Gains on 			    
									         Retirement	 Changes 	 Unrealized 
								        Minimum	 Post	 in	 Gains	 Other 
				    Capital			   Cumulative	 Pension	 Employ	 Value of	 on	 Compre-	  
	 Common	 Treasury	 Common	 in Excess	 Retained	 Treasury	 Translation	 Liability	 Adjust	 Cash Flow	 Invest-	 hensive	  
	 Stock	 Stock	 Stock	 of Par	 Earnings	 Stock	 Adjustment	 Adjustment	 SFAS 158	 Hedges	 ments	 Income	 Total

Balance,  
December 31,  
2005	 . . . . . . . . . . . 	 335,045	 107,075	 $	3,350	 $	468,299	 $	2,321,765	 $	(2,315,404)	 $	(31,521)	 $	(31,408)			   $	(59)	 $	 33			   $	415,055

Net Income  .  .  .  .  .  .  .  . 								        315,511 														             315,511		  315,511
Cash Dividends  

($0.03 per share) .  .  .  								        (24,337)															              (24,337)
Stock-Based  

Compensation  
Expense  .  .  .  .  .  .  .  .  . 						      42,778																		                  42,778

Performance Restricted 
Stock Awards  .  .  .  .  . 						      1,763																		                  1,763

Prepaid Employee  
Stock Options  . . . . 						      (122)																		                 (122)

Board Deferred Stock  
Compensation  . . . . 	 					     101																		                  101

Net Tax Benefit on  
Stock-Based  
Compensation  . . . . 						      14,943																		                  14,943

Treasury Shares  
Acquired Under 
	 Purchases . . . . . . 	 	 33,931								        (880,407)														             (880,407)

Treasury Shares  
Reissued Under:

		  Exercise of Stock  
		  Options . .  .  .  .  . 		  (6,161)				    (20,620)				   139,878														              119,258

		  Vesting of  
		  Restricted  
		  Stock  .  .  .  .  .  .  . 	 	 (262)				    (9,298) 			   5,877														              (3,421)

		  Less: Unearned  
		  Portion .  .  .  .  .  . 	 	 7				    —	  			   —														              —

		  Employee Stock  
		  Purchase Plan . . 	 	 (223)				    111				    5,060														              5,171

Cumulative Translation  
Adjustment .  .  .  .  .  .  . 	 						       					     60,307										          60,307		  60,307

Minimum Pension 
Liability Adjustment .  														              24,197								        24,197		  24,197

Adoption of FASB  
Statement No. 158 .  .  . 														              7,211		  (7,211)								        —

Adjustment due to  
Adoption of  
SFAS 158, net of tax  . 																               (57,053)								        (57,053)

Unrealized Gains on  
Swaps, net of tax  .  .  .  . 																		                  65				    65		  65

Unrealized Gains on  
Other Investments  
net of amount  
realized of $749,  
net of taxes. .  .  .  .  .  																			                  100	 100	 100

Total Comprehensive  
Income .  .  .  .  .  .  .  .  .  . 																						                      400,180	

Balance,  
December 31,  
2006	 . . . . . . . . . . . 	 335,045	 134,367	 $	3,350	 $	497,955	 $	2,612,939	 $	(3,044,996)	 $	 28,786	 $	 —	 $	(64,264)	 $	 6	 $	133			   $	 33,909

The accompanying notes are an integral part of the Consolidated Financial Statements.

Shares
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(Dollars and shares in thousands, except per share data)

Note 1. Basis of Presentation

IMS Health Incorporated (“IMS” or the “Company”) is the leading global provider of market intel-
ligence to the pharmaceutical and healthcare industries. The Company offers leading-edge market 
intelligence products and services that are integral to the Company’s clients’ day-to-day operations, 
including portfolio optimization capabilities; launch and brand management solutions; sales force effec-
tiveness innovations; managed care and consumer health offerings; and consulting and services solutions 
that improve ROI and the delivery of quality healthcare worldwide. The Company’s information prod-
ucts are developed to meet client needs by using data secured from a worldwide network of suppliers in 
more than 100 countries. Key information products include:

	 •	 Sales Force Effectiveness to optimize sales force productivity and territory management;

	 •	 Portfolio Optimization to provide clients with insights into market opportunity and business 
development assessment; and

	 •	 Launch, Brand Management and Other to support client needs relative to market segmentation 
and positioning, life cycle management for prescription and consumer health pharmaceutical 
products and health economics and outcomes research offerings.

Within these key information products, the Company provides consulting and services that use in-
house capabilities and methodologies to assist pharmaceutical clients in analyzing and evaluating market 
trends, strategies and tactics, and to help in the development and implementation of customized soft-
ware applications and data warehouse tools.

The Company operates in more than 100 countries. Until December 21, 2004, the Company also 
owned approximately a 25.0% equity interest in the TriZetto Group, Inc. (“TriZetto”) (see Note 8).

The Company is managed on a global business model with global leaders for the majority of its critical 
business processes and accordingly has one reportable segment (see Note 19).

Note 2. Summary of Significant Accounting Policies

Consolidation.  The Consolidated Financial Statements of the Company include the accounts of the 
Company, its subsidiaries and investments in which the Company has control and variable interest 
entities in which the Company is determined to be the primary beneficiary. Material intercompany 
accounts and transactions are eliminated. Investments in companies over which the Company has signif-
icant influence but not a controlling interest are accounted for under the equity method of accounting. 
The Company recognizes in the income statement any gains or losses related to the issuance of stock by 
a consolidated subsidiary or an investment accounted for under the equity method.

Cash and cash equivalents.  Cash and cash equivalents include primarily time and demand deposits in 
the Company’s operating bank accounts. The Company considers all highly liquid investments with a 
maturity of 90 days or less at the time of purchase to be cash equivalents.

Securities and other investments.  The Company holds investments in marketable equity securities 
and partnership interests in venture capital partnerships. The equity securities are classified as available-
for-sale and are therefore recorded at fair value in the financial statements. Unrealized gains and losses 
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related to the available-for-sale securities are recorded within Other Comprehensive Income, a compo-
nent of Shareholders’ Equity. Realized gains and losses are recorded in earnings in the period in which 
the securities are sold. The partnership interests are recorded in the financial statements at cost. On a 
quarterly basis the Company makes estimates of the market value of these investments and reduces the 
carrying value of the investments if there is an other-than-temporary decline in the fair value below 
cost. The Company evaluates the recoverability of the underlying securities in each partnership on an 
individual basis. No investments had an estimated fair value less than the carrying value of the invest-
ment as of December 31, 2006 and 2005.

Property, plant and equipment.  Buildings, machinery and equipment are recorded at cost and depreci-
ated over their estimated useful lives to their salvage values using the straight-line method. Leasehold 
improvements are recorded at cost and amortized on a straight-line basis over the shorter of the term of 
the lease or the estimated useful life of the improvement. See Note 18.

Computer software.   Direct costs incurred in the development of the Company’s external-use com-
puter software are capitalized in accordance with Statement of Financial Accounting Standards (“SFAS”) 
No. 86, “Accounting for the Costs of Computer Software to be Sold, Leased, or Otherwise Marketed.” 
Research and development costs incurred to establish technological feasibility of a computer software 
product are expensed in the periods in which they are incurred. Capitalization ceases and amortization 
starts when the product is available for general release to customers. External-use computer software 
costs are amortized on a product by product basis generally over three to seven years. Annual amortiza-
tion is the greater of the amount computed using (a) the ratio of current gross revenues for a product 
to the total of current and anticipated future gross revenues for that product, or (b) the straight-line 
method over the remaining estimated economic life of the product. The Company periodically reviews 
the unamortized capitalized costs of its computer software based on a comparison of the carrying value 
of the external-use software with its estimated net realizable value. The Company recognizes imme-
diately any impairment losses on software as a result of its review, or upon the Company’s decision to 
discontinue a product. See Note 5.

The Company capitalizes internal-use software costs in accordance with Statement of Position  
(“SOP”) 98-1, “Accounting for the Costs of Computer Software Developed or Obtained for Internal 
Use.” Capitalized internal-use software costs are amortized on a straight-line basis generally over three  
to five years.

Goodwill and other intangibles.  Goodwill represents the excess purchase price over the fair value 
of identifiable net assets of businesses acquired. Effective January 1, 2002, the Company adopted SFAS 
No. 142, “Goodwill and Other Intangible Assets.” In accordance with the provisions of SFAS No. 142 
goodwill is no longer amortized. The Company reviews the recoverability of goodwill annually (or 
based on any triggering event) by comparing the estimated fair values of reporting units (based on 
discounted cash flow analysis) with their respective net book values. If the fair value of a reporting unit 
exceeds its carrying amount, the goodwill of the reporting unit is not considered impaired. If the carry-
ing amount of the reporting unit exceeds its fair value, the goodwill impairment loss is measured as the 
excess of the carrying value of goodwill over its implied fair value. The Company completed its annual 
impairment test as of September 30, 2006 and was not required to recognize a goodwill impairment 
charge. See Note 5.

Other long-lived assets.  In accordance with the provisions of SFAS No. 144, “Accounting for the 
Impairment or Disposal of Long-Lived Assets,” the Company reviews the recoverability of its long-lived 
assets and finite-lived identifiable intangibles held and used whenever events or changes in circum-
stances indicate that the carrying amount of an asset may not be recoverable. In general, the assessment 
of possible impairment is based on the Company’s ability to recover the carrying value of the asset from 
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the undiscounted expected future cash flows of the asset. If the future cash flows are less than the carry-
ing value of such asset, an impairment charge is recognized for the difference between the estimated fair 
value and the carrying value.

Revenue recognition.   The Company recognizes revenue primarily under the provisions of Staff 
Accounting Bulletin (“SAB”) 104, “Revenue Recognition,” when the following criteria have been met: 
1) persuasive evidence of an arrangement exists; 2) delivery has occurred or services have been rendered; 
3) the seller’s price to the buyer is fixed or determinable; and 4) collectibility is reasonably assured.

The Company offers various information and analytics (“I&A”) products developed to meet its cus-
tomers’ needs by using data secured from a worldwide network of suppliers. The Company’s revenue 
arrangements may include multiple elements as defined in Emerging Issues Task Force Issue (“EITF”) 
No. 00-21, “Revenue Arrangements with Multiple Deliverables.” A typical I&A arrangement (primarily 
under fixed-price contracts) may include an ongoing subscription-based deliverable for which revenue 
is recognized ratably as earned over the contract period, and/or a one-time delivery of historical data 
(“backdata”) for which revenue is recognized upon delivery, assuming all other criteria are met. In 
accordance with EITF 00-21, these deliverables qualify as separate units of accounting as each has value 
on a standalone basis to the customer, objective and reliable evidence of fair value for any undelivered 
item(s) exists, and where the arrangement includes a general right of return relative to the delivered 
item(s), delivery of the undelivered item(s) is probable and within the Company’s control. The Company 
allocates revenue to each element within its arrangements based upon their respective relative fair values. 
Fair values for these elements are based upon the normal pricing practices for ongoing subscriptions and 
backdata when sold separately. The Company defers revenue for any undelivered elements, and recog-
nizes revenue when the product is delivered or over the period in which the service is performed, in 
accordance with its revenue recognition policy for such element as noted above. If the Company cannot 
objectively determine the fair value of any undelivered element, revenue is deferred until all elements 
are delivered and services have been performed, or until fair value can objectively be determined for any 
remaining undelivered elements. 

The Company also offers evidenced-based solutions that allow its clients to make informed business 
decisions. These consulting and services (“C&S”) offerings provide assistance with the analysis of the 
Company’s I&A products. The Company’s C&S offerings are not typically bundled with its I&A offer-
ings noted above. Revenues for certain of these arrangements are recognized on a straight-line basis over 
the term of the arrangement. Revenues for time and material contracts are recognized as the services 
are provided. Revenues for fixed price contracts are recognized either over the contract term based on 
the ratio of the number of hours incurred for services provided during the period compared to the total 
estimated hours to be incurred over the entire arrangement (efforts based), or upon delivery. 

The Company enters into barter transactions in the normal course in which it exchanges data for data, 
or data for other services such as advertising, software licenses and panel recruitment. The Company 
recognizes revenue from barter transactions as its products are delivered or services are performed. 
The related barter expense is recognized as the products or services are utilized by the Company, the 
majority of which is in the same accounting period as the related barter revenue. Barter transactions 
are valued based on either the fair value of the products or services received by the Company or the 
fair value of the information or services delivered to customers, whichever is more clearly evident. The 
Company’s barter revenues have accounted for approximately 4% to 5% of total consolidated revenues 
in each of the three years ended December 31, 2006. The Company expects that barter revenues will 
continue to account for approximately 4% to 5% of total consolidated revenues.

The company presents its revenues net of taxes assessed by government authorities.

Payment terms vary by customer, but are typically stipulated in the contract and are generally net 
30 days from date of invoice. The Company generally does not offer extended payment terms. Advance 
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payments from customers are credited to Deferred revenues and reflected in Operating Revenue as 
earned over the contract term. Included in Accounts receivable, net in the Consolidated Statements of 
Financial Position are unbilled receivables, which represent revenues for products delivered or services 
performed that have not yet been invoiced to the customer. Substantially all of the Company’s unbilled 
receivables are invoiced within the following month.

For further discussion of the Company’s products and services please refer to the “Our Products and 
Services” disclosure contained in Part I, Item 1. Business section of the Company’s Annual Report on 
Form 10-K.

OPERATING COSTS.  Operating costs include data processing costs, the costs of data collection and  
production, and costs attributable to personnel involved in production, data management and the  
processing and delivery of the Company’s consulting and services offerings. The Company presents  
both I&A revenue and C&S revenue separately in its Consolidated Statements of Income, but does 
not present operating costs directly associated with the two revenue streams due to the fact that its 
consulting offerings are part of a continuum of capabilities and are directly linked to its I&A products. 
Although the Company does capture certain direct costs associated with its C&S revenues, such as 
the costs of its consulting staff, accommodations, and costs of primary market research data purchased 
specifically for certain individual C&S engagements, many other significant direct costs incurred by the 
Company are not allocated and are not separable between its two revenue streams.

One of the Company’s major expenditures is the cost for the data it receives from suppliers. After receipt 
of the raw data and prior to the data being available for use in any part of its business, the Company is 
required to transform the raw data into useful information through a series of comprehensive processes. 
These processes involve significant employee costs and data processing costs. The Company’s data is used 
in multiple customer solutions across different offerings within both I&A and C&S, but the Company 
does not have a meaningful way to allocate the direct cost of the data between I&A and C&S revenues. 
As such, any allocation of operating costs made by the Company would not be an accurate reflection of 
the actual operating costs relating to the two revenue streams and could be misleading.

Costs associated with the Company’s data purchases are deferred within Work-in-process inventory 
and recognized as expense as the corresponding data product revenue is recognized by the Company, 
generally over a thirty to sixty day period. Costs associated with the Company’s time and material and 
fixed-price contracts are recognized as incurred. 

Pensions and other postretirement benefits. The Company provides a number of retirement ben-
efits to its employees, including defined benefit pension plans and post retirement medical plans. 
The Company accounts for these plans in accordance with SFAS No. 87, “Employers’ Accounting 
for Pensions”, SFAS No. 88, “Employers’ Accounting for Settlements and Curtailments of Defined 
Benefit Pension Plans and for Termination Benefits” and SFAS No. 106, “Employers’ Accounting for 
Postretirement Benefits Other Than Pensions,” respectively, and accordingly, the determination of 
benefit obligations and expense is based on actuarial models. In order to measure benefit costs and 
obligations using these models, critical assumptions are made with regard to the discount rate, expected 
return on plan assets, cash balance crediting rate, lump sum conversion rate and the assumed rate of 
compensation increases. In addition, retiree medical care cost trend rates are a key assumption used 
exclusively in determining costs under SFAS No. 106. Management reviews these critical assumptions 
at least annually. Other assumptions involve demographic factors such as the turnover, retirement and 
mortality rates. Management reviews these assumptions periodically and updates them when its experi-
ence deems it appropriate to do so.

The discount rate is the rate at which the benefit obligations could be effectively settled. For U.S. plans, 
the discount rate is determined by matching the plans’ expected cash flow (determined on a projected 
benefit obligation basis) with spot rates developed from a yield curve comprised of high-grade (Moody’s 
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Aa and above) non-callable corporate bonds to develop the present value of the expected cash flow, and 
then determining the single rate (discount rate) which when applied to the expected cash flow derives 
that same present value. In the UK specifically, the discount rate is based on the current yield of the 
iBoxx Corporate GBP Aa over 15 year bond index, which is an index of high quality corporate bonds. 
For the other non-U.S. plans, the discount rate is based on the current yield of an index of high qual-
ity corporate bonds. At December 31, 2006, the Company increased the discount rate from 5.75% at 
December 31, 2005 to 6.00% for its U.S. pension plans and postretirement benefit plan and it increased 
the discount rate for its UK pension plan from 4.75% to 5.00%. The U.S. and UK plans represent 95% 
of the consolidated benefit obligation as of December 31, 2006. Increases in the discount rate also 
occurred in other non-U.S. countries, where the range of applicable discount rates at December 31, 
2006 is 2.0%–8.0% versus a range of 1.4%–9.0% at December 31, 2005. These smaller non-U.S. plans 
constitute only 5% of the consolidated benefit obligation at December 31, 2006. As a sensitivity mea-
sure, the 25 basis point increase in the discount rate for our U.S. Plan is not expected to have a material 
effect on the Consolidated Statements of Income. For the Company’s UK Plan, a 25 basis point increase 
in the discount rate, absent any offsetting changes in other assumptions, would result in a decrease in 
pension expense of approximately $1,133 within the Consolidated Statements of Income.

Under the U.S. Pension Plan, participants have a notional retirement account that increases with pay 
and investment credits. The rate used to determine the investment credit (cash balance crediting rate) 
varies monthly and is equal to 1/12th of the yield on 30-year U.S. Government Treasury Bonds, with 
a minimum of 0.25%. At retirement, the account is converted to a monthly retirement benefit using a 
conversion rate (lump sum conversion rate) based on the yield on 30-year U.S. Government Treasury 
Bonds at retirement. 

In selecting an expected return on plan asset assumption, the Company considers the returns being 
earned by the plan assets in the fund, the rates of return expected to be available for reinvestment and 
long-term economic forecasts for the type of investments held by the plan. At January 1, 2007 the 
expected return on plan assets for the U.S. pension plans is 8.50%, which is unchanged versus January 1, 
2006. Outside the U.S. the range of applicable expected rates of return is 1.0%–8.0% as of January 1, 
2007 versus a range of 0.42%–10.0% as of January 1, 2006. The actual return on plan assets will vary 
from year to year versus this assumption. The Company believes it is appropriate to use long-term 
expected forecasts in selecting the expected return on plan assets. As such, there can be no assurance 
that the Company’s actual return on plan assets will approximate the long-term expected forecasts. 
The expected return on assets (“EROA”) and the actual return on assets were $25,645 and $37,745, 
respectively, for the year ended December 31, 2006. As a sensitivity measure, a 25 basis point change 
in the EROA assumption for the Company’s U.S. Plan, absent any offsetting changes in other assump-
tions, would result in approximately $504 of an increase or decrease in pension expense within the 
Consolidated Statements of Income. For the Company’s UK Plan, a 25 basis point change in the EROA 
assumption, absent any offsetting changes in other assumptions, would result in approximately $199 of 
an increase or decrease in pension expense within the Consolidated Statements of Income. 

The Company utilizes a corridor approach to amortizing unrecognized gains and losses in the pension 
and postretirement plans. Amortization occurs when the accumulated unrecognized net gain or loss 
balance exceeds the criterion of 10% of the larger of the beginning balances of the projected benefit 
obligation or the market-related value of the plan assets. The excess unrecognized gain or loss balance is 
then amortized using the straight-line method over the average remaining service-life of active employ-
ees expected to receive benefits. At December 31, 2006, the weighted-average remaining service-life of 
active employees was 11.43 years.

During fiscal 2006, the Company contributed approximately $17,964 to its pension and postretire-
ment benefit plans which included voluntary contributions above the minimum requirements for the 
pension plans. The Company currently expects to contribute, at a minimum, $7,875 to its pension and 
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postretirement benefit plans during fiscal 2007. The Company may make additional contributions into 
its pension plans in fiscal 2007 depending on, among other factors, how the funded status of those plans 
changes and in order to meet minimum funding requirements as set forth in employee benefit and tax 
laws, plus additional amounts the Company may deem to be appropriate.

At December 31, 2006, the fair value of assets in the Company’s pension plans exceeded the projected 
benefit obligation by $35,359. Additional information on pension and other postretirement benefit 
plans is contained in Note 11.

The Company adopted SFAS No. 158, “Employers’ Accounting for Defined Benefit Pension and Other 
Postretirement Plans—an amendment of FASB Statements No. 87, 88, 106 and 132(R),” (“SFAS 158”) 
as of December 31, 2006 (see Note 11). Under SFAS 158, gains and losses, prior service costs and 
credits, and any remaining transition amounts under SFAS 87 and SFAS 106 that have not yet been 
recognized through net periodic benefit cost will be recognized in accumulated other comprehensive 
income (“AOCI”), a component of shareholders’ equity, net of tax effects. The measurement date, the 
date at which the benefit obligation and plan assets are measured, is required to be the company’s fis-
cal year end. SFAS 158 is effective for publicly-held companies for fiscal years ending after December 
15, 2006, except for the measurement date provisions, which are effective for fiscal years ending after 
December 15, 2008.

The adoption of SFAS 158 reduced the Company’s Shareholders’ Equity (within AOCI) by approxi-
mately $57,053 on an after-tax basis, with a corresponding increase of approximately $17,598 in the 
deferred tax asset (within Other assets). SFAS 158 also had the effect of reducing Other assets, increasing 
Postretirement and postemployment benefits and Accrued and other current liabilities by approximately 
$74,651 in total. SFAS 158 does not affect the results of operations.

Additional information on pension and other postretirement benefit plans is contained in Note 11.

Foreign currency translation.  The Company has significant investments in non-U.S. countries. 
Therefore, changes in the value of foreign currencies affect the Company’s Consolidated Financial 
Statements when translated into U.S. dollars. For all operations outside the United States of America 
where the Company has designated the local currency as the functional currency, assets and liabili-
ties are translated using end-of-period exchange rates; revenues, expenses and cash flows are translated 
using average rates of exchange. For these countries, currency translation adjustments are accumulated 
in a separate component of Shareholders’ Equity, whereas transaction gains and losses are recognized 
in Other income (expense), net. For operations in countries that are considered to be highly inflation-
ary or where the U.S. dollar is designated as the functional currency, monetary assets and liabilities are 
remeasured using end-of-period exchange rates, whereas non-monetary accounts are remeasured using 
historical exchange rates, and all remeasurement and transaction adjustments are recognized in Other 
income (expense), net.

Income taxes.  The Company provides for income taxes utilizing the asset and liability method of 
accounting for income taxes. Under this method, deferred income taxes are recorded to reflect the 
tax consequences in future years of differences between the tax basis of assets and liabilities and their 
financial reporting amounts at each balance sheet date, based on enacted tax laws and statutory tax rates 
applicable to the periods in which the differences are expected to affect taxable income. If it is deter-
mined that it is more likely than not that future tax benefits associated with a deferred tax asset will not 
be realized, a valuation allowance is provided. The effect on deferred tax assets and liabilities of a change 
in the tax rates is recognized in income as an adjustment to income tax expense in the period that 
includes the enactment date.

Stock-based compensation.   On January 1, 2006, the Company adopted SFAS No. 123 (revised 2004), 
“Share-Based Payment,” (“SFAS 123R”) which requires the measurement and recognition of com-
pensation expense for all share-based payment awards made to employees and non-employee directors 
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including employee stock options, restricted stock, restricted stock units and employee stock purchases 
related to the Employee Stock Purchase Plan based on estimated fair values. SFAS 123R supersedes 
the Company’s previous accounting under Accounting Principles Board (“APB”) Opinion No. 25, 
“Accounting for Stock Issued to Employees” (“APB 25”) for periods beginning in fiscal 2006. In March 
2005, the Securities and Exchange Commission (“SEC”) issued SAB No. 107 (“SAB 107”) relating to 
SFAS 123R. The Company has applied the provisions of SAB 107 in its adoption of SFAS 123R.

The Company adopted SFAS 123R using the modified prospective transition method, which requires 
the application of the accounting standard as of January 1, 2006, the first day of the Company’s fiscal 
year 2006. The Company’s Consolidated Financial Statements for the year ended December 31, 2006 
reflect the impact of SFAS 123R. In accordance with the modified prospective transition method, the 
Company’s Consolidated Financial Statements for prior periods have not been retrospectively adjusted 
to reflect, and do not include, the impact of SFAS 123R. See Note 12 for additional information.

SFAS 123R requires companies to estimate the fair value of share-based payment awards on the date of 
grant using an option-pricing model. The value of the portion of the award that is ultimately expected 
to vest is recognized as expense over the requisite service period of the award in the Company’s 
Consolidated Statements of Income. Prior to the adoption of SFAS 123R, the Company accounted for 
stock-based awards to employees and directors using the intrinsic value method in accordance with APB 
25 as allowed under SFAS No. 123, “Accounting for Stock-Based Compensation” (“SFAS 123”). Under 
the intrinsic value method, stock-based compensation expense had been recognized in the Company’s 
Consolidated Statements of Income only for stock option modifications and restricted stock units 
because the exercise price of the Company’s stock options granted to employees and directors equaled 
the fair market value of the underlying stock at the date of grant.

Stock-based compensation expense recognized during the period is based on the value of the por-
tion of share-based payment awards that is ultimately expected to vest during the period. Stock-based 
compensation expense recognized in the Company’s Consolidated Statements of Income for fiscal 2006 
included compensation expense for share-based payment awards granted prior to, but not yet vested 
as of January 1, 2006, based on the grant date fair value estimated in accordance with the provisions 
of SFAS 123, and compensation expense for the share-based payment awards granted subsequent to 
January 1, 2006 based on the grant date fair value estimated in accordance with the provisions of SFAS 
123R. Prior to the adoption of SFAS 123R, the Company used the straight-line method of attributing 
the value of stock-based compensation and continued to use that method after the adoption. As stock-
based compensation expense recognized in the Consolidated Statements of Income for fiscal 2006 is 
based on awards ultimately expected to vest, it has been reduced for estimated forfeitures. SFAS 123R 
requires forfeitures to be estimated at the time of grant and revised, if necessary, in subsequent periods if 
actual forfeitures differ from those estimates. In the Company’s pro forma information required under 
SFAS 123 for the periods prior to fiscal 2006, the Company accounted for stock options by estimat-
ing forfeitures in the first three quarters of the year and applying the full year actual forfeitures in the 
fourth quarter of the year, as well as an estimate of future forfeitures, and recognized forfeitures as they 
occurred for restricted stock grants. The Company’s method of valuation for share-based awards granted 
after January 1, 2006 is the Black-Scholes option-pricing model which was also previously used for the 
Company’s pro forma information required under SFAS 123. See Note 12 for additional information.

Computation of Net Income per Share

Basic net income per share is computed using the weighted-average number of common shares  
outstanding during the period. Diluted net income per share is computed using the weighted-average  
number of common shares and dilutive potential common shares outstanding during the period. 
Dilutive potential common shares primarily consist of employee stock options and restricted stock units.
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SFAS No. 128, “Earnings per Share,” requires that employee equity share options, restricted stock units 
and similar equity instruments granted by the Company be treated as potential common shares out-
standing in computing diluted earnings per share. Diluted shares outstanding include restricted stock 
units and the dilutive effect of in-the-money options which is calculated based on the average share 
price for each fiscal period using the treasury stock method. Under the treasury stock method, the 
amount the employee must pay for exercising stock options, the amount of compensation cost for future 
service that the Company has not yet recognized, and the amount of benefits that would be recorded in 
additional paid-in capital when the award becomes deductible for tax purposes are assumed to be used 
to repurchase shares.

Legal costs.  Legal costs in connection with loss contingencies are expensed as incurred.

Use of estimates.  The preparation of financial statements and related disclosures in accordance with 
generally accepted accounting principles in the United States of America requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities, revenues and expenses 
and the related disclosure of contingent assets and liabilities. On an ongoing basis, the Company evalu-
ates its estimates. The most significant estimates relate to allowances, valuation of work-in-process 
inventories, investments, depreciation of fixed assets including salvage values, carrying value of good-
will and intangible assets, provision for income taxes and tax assets and liabilities, reserves for severance, 
pensions and reserves for employee benefits, stock-based compensation, contingencies and litigation. 
The Company bases its estimates on historical experience and on various other assumptions that are 
believed to be reasonable under the circumstances, the results of which form the basis for making judg-
ments about the carrying values of assets and liabilities that are not readily apparent from other sources. 
The accounting estimates used in the preparation of the Company’s Consolidated Financial Statements 
will change as new events occur, as more experience is acquired, as additional information is obtained 
and as the Company’s operating environment changes. Actual results could vary from the estimates and 
assumptions used in the preparation of the Consolidated Financial Statements.

Earnings per share.  Basic earnings per share are calculated by dividing net income by weighted aver-
age common shares outstanding. Diluted earnings per share are calculated by dividing net income by all 
dilutive potential common shares outstanding. Dilutive potential common shares are calculated in accor-
dance with the treasury stock method, which assumes that the net proceeds from the exercise of all stock 
options and restricted stock units are used to repurchase Common Stock at market value. The number of 
shares remaining after the net proceeds are exhausted represents the incremental potentially dilutive effect 
of the securities, which is added to the basic weighted average common shares outstanding.

Reclassifications.  Certain prior-year amounts have been reclassified to conform with the 2006 presentation.

Note 3. Summary of Recent Accounting Pronouncements

In February 2006, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 155, 
“Accounting for Certain Hybrid Financial Instruments—an amendment of FASB Statements No. 
133 and 140.” This statement clarifies the application of SFAS No. 133, “Accounting for Derivative 
Instruments and Hedging Activities,” to beneficial interests in securitized financial assets and improves 
the consistency of accounting for similar financial instruments. This statement also amends SFAS No. 
140, “Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities—a 
replacement of FASB Statement No. 125,” to eliminate the prohibition on a qualifying special-purpose 
entity from holding a derivative financial instrument that pertains to a beneficial interest other than 
another derivative financial instrument. This statement is effective for all financial instruments acquired 
or issued after the beginning of an entity’s first fiscal year that begins after September 15, 2006. The 
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adoption of SFAS No. 155 is not expected to have a material impact on the Company’s financial posi-
tion, results of operations or cash flows for the year ending December 31, 2007.

In March 2006, the FASB issued SFAS No. 156, “Accounting for Servicing of Financial Assets—an 
amendment of FASB Statement No. 140.” This statement amends SFAS 140 and clarifies the account-
ing for, measurement of, and disclosure of servicing assets and servicing liabilities. This statement should 
be adopted as of the beginning of an entity’s first fiscal year that begins after September 15, 2006, 
but earlier adoption is permitted. The adoption of SFAS No. 156 is not expected to have a material 
impact on the Company’s financial position, results of operations or cash flows for the year ending 
December 31, 2007.

In June 2006, the FASB issued FASB Interpretation No. 48, “Accounting for Uncertainty in Income 
Taxes—an interpretation of FASB Statement No. 109” (“FIN 48”). This interpretation prescribes a rec-
ognition threshold and measurement attribute for the financial statement recognition and measurement 
of a tax position taken or expected to be taken in a tax return. It also provides guidance on derecogni-
tion, classification, interest and penalties, accounting in interim periods, disclosure, and transition. This 
interpretation is effective for fiscal years beginning after December 15, 2006, but earlier adoption is per-
mitted. The Company will be required to apply the provisions of FIN 48 to all tax positions upon initial 
adoption with any cumulative effect adjustment to be recognized as an adjustment to retained earnings. 
The Company is currently evaluating the impact of FIN 48 on its consolidated financial statements, but 
is not yet in a position to make this determination.

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements.” This statement defines 
fair value, establishes a framework for measuring fair value under generally accepted accounting prin-
ciples, and expands disclosures about fair value measurements. This statement is effective for financial 
statements issued for fiscal years beginning after November 15, 2007, and interim periods within those 
fiscal years. The Company is currently evaluating this statement to determine any potential impact that 
it may have on its financial results.

Note 4. Acquisitions and Dispositions

Acquisitions

The Company makes acquisitions in order to expand its products, services and geographic reach. 
During the year ended December 31, 2006, the Company completed six acquisitions for an aggre-
gate cost of approximately $51,000. These acquisitions were Läkemedelsstatistik AB (Sweden), Health 
Outcomes Research Europe, S.L. (Spain), Genexis Servicos de Informacao Ltda. (Brazil), AboutPharma 
(Italy), Life Sciences Practice of Strategic Decisions Group (U.S.) and Dynamic Research and Solutions 
Inc. (U.S.) and were accounted for under the purchase method of accounting. As such, the aggregate 
purchase price has been allocated on a preliminary basis to the assets acquired based on estimated fair 
values as of the closing date. The purchase price allocations will be finalized after the completion of the 
valuation of certain assets and liabilities. Any adjustments resulting from the finalization of the purchase 
price allocations are not expected to have a material impact on the Company’s results of operations. 
The Consolidated Financial Statements include the results of these acquired companies subsequent 
to the closing of the acquisitions. Had each of these acquisitions occurred as of January 1, 2006 or 
2005, the impact on the Company’s results of operations would not have been significant. Goodwill of 
approximately $34,328 was recorded in connection with these acquisitions, of which an amount to be 
determined may be deductible for tax purposes. 

During January 2005, the Company paid approximately $36,000 to acquire the 50% interest in  
IHA.IMS Health GmbH (“IHA”) not owned by IMS. The Company accounted for this purchase as 
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a step transaction and allocated the purchase price to acquired intangible assets and goodwill. Prior to 
2005, the Company consolidated the results of IHA and recorded minority interest expense for the 50% 
not owned by the Company.

During the year ended December 31, 2005, the Company completed ten acquisitions for an aggre-
gate cost of approximately $163,000. The acquisitions were Taskarena Software Engineering GmbH 
(Germany), SAI Healthcare (U.S.), Synchronous Knowledge, Inc. (U.S.), M-Tag (Australia and UK), 
Fricke & Pirk (Germany), BASS (Korea), Areks (France, Japan, Switzerland and U.S.), Pharmetrics 
(U.S.), Envision (U.S.) and CORE (Switzerland and U.S.) and were accounted for under the purchase 
method of accounting. As such, the aggregate purchase price had been allocated on a preliminary basis 
to the assets and liabilities acquired based on estimated fair values as of the closing date. The Company 
finalized the purchase price allocation for these acquisitions during 2006 which did not have a mate-
rial impact on the Company’s results of operations. The Consolidated Financial Statements include the 
results of these acquired companies subsequent to the closing of the acquisitions. Had these acquisi-
tions occurred as of January 1, 2005 or 2004, the impact on the Company’s results of operations would 
not have been significant. Goodwill of approximately $139,676 was recorded in connection with these 
acquisitions, of which $45,700 is deductible for tax purposes.

Dispositions

During the year ended December 31, 2006, the Company and its venture capital funds sold invest-
ments with a cost basis of $1,438 and realized a net pre-tax gain of $3,588. These sales resulted in cash 
proceeds of $5,026. In addition, the Company recorded $492 of write-downs associated with other-
than-temporary declines in the fair value of its venture capital investments. Furthermore, the Company’s 
unrealized gains on available-for-sale securities increased by $100 from December 31, 2005. 

During the year ended December 31, 2005, the Company and its venture capital funds sold invest-
ments with a cost basis of $2,720 and realized a net pre-tax gain of $2,583. These sales resulted in 
cash proceeds of $5,303. In addition, the Company recorded $370 of write-downs associated with 
other-than-temporary declines in the fair value of its venture capital investments. Furthermore, the 
Company’s unrealized gains on available-for-sale securities decreased by $15 from December 31, 2004. 
The Company also recognized gains from investments of $3,023 as a result of the divestiture of a 20% 
interest it had in a German company that was disposed of in connection with the acquisition of the 
remaining 50% interest in IHA discussed above.

Note 5. Goodwill and Intangible Assets

The Company follows SFAS No. 142 in accounting for the initial recognition and measurement of 
intangible assets acquired outside of a business combination and the accounting for goodwill and other 
intangible assets subsequent to their acquisition. SFAS No. 142 provides that goodwill and intangible 
assets that have indefinite useful lives will not be amortized but rather will be tested at least annually 
(or based on any triggering event) for impairment. It also provides that intangible assets that have finite 
useful lives continue to be amortized. The Company’s goodwill increased by $74,604 to $531,610 at 
December 31, 2006, from $457,006 at December 31, 2005 due to the acquisitions discussed in Note 4, 
contingent earnout payments, purchase price allocations, and cumulative translation adjustments. The 
Company completed its annual impairment test as of September 30, 2006 and was not required to rec-
ognize a goodwill impairment charge (see Note 2).

All of the Company’s other acquired intangibles are subject to amortization. Intangible asset amortization 
expense was $18,167 and $17,382 during the years ended December 31, 2006 and 2005, respectively.  
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At December 31, 2006 and 2005, intangible assets were primarily composed of customer relationships, 
databases and trade names (principally included in Other assets) and computer software. The gross  
carrying amounts and related accumulated amortization of these intangibles were $150,183 and $61,850, 
respectively, at December 31, 2006 and $131,338 and $41,978, respectively, at December 31, 2005.

These intangibles are amortized over periods ranging from two to twenty years. As of December 31, 
2006, the weighted average amortization periods of the acquired intangibles by asset class are listed in 
the following table:

	 Weighted  
 	 average 
 	 amortization 
	 (years) 
Intangible Asset Type	 period

Customer Relationships. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  10.1
Computer Software and Algorithms. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  7.0
Databases . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  4.7
Trade Names. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  4.4
Other	. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  3.8
Weighted average. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  8.9

Customer relationships accounted for the largest portion of the Company’s acquired intangibles at 
December 31, 2006. In accordance with the principles of SFAS No. 142 and Statement of Financial 
Accounting Concepts No. 7, “Using Cash Flow Information and Present Value in Accounting 
Measurements,” when determining the value of customer relationships for purposes of allocating the 
purchase price of an acquisition, the Company looks at existing customer contracts of the acquired 
business to determine if they represent a reliable future source of income and hence, a valuable intan-
gible asset for the Company. The Company determines the fair value of the customer relationships 
based on the estimated future benefits the Company expects from the acquired customer contracts. In 
performing its evaluation and estimation of the useful life of customer relationships, the Company looks 
to the historical growth rate of revenue of the acquired company’s existing customers as well as the 
historical attrition rates.

Based on current estimated useful lives, annual amortization expense associated with intangible assets at 
December 31, 2006 is estimated to be as follows:

	 Amortization 
Year Ended December 31,	 expense

2007	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	16,025
2008	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  14,422
2009	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  12,320
2010	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  9,222
2011	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  7,956
Thereafter. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	28,397

Note 6. Severance, Impairment and Other Charges 

During the fourth quarter of 2004, the Company recorded $36,890 of Severance, impairment and other 
charges as a component of operating income. As a result of leveraging prior investments in technology 
and process improvements, the Company committed to a plan to eliminate selected positions involved 
primarily in production and development. The plan resulted in a charge for one-time termination ben-
efits relating to a headcount reduction of approximately 600 employees located primarily in EMEA and 
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the U.S. These severance benefits were calculated pursuant to the terms of established employee protec-
tion plans, in accordance with local statutory minimum requirements or individual employee contracts, 
as applicable.

All of the charge will be settled in cash. The Company paid approximately $12,220 during 2006 and the 
remaining accrual balance at December 31, 2006 was $166. All termination actions under this plan have 
been completed by the end of 2006.

	 Severance  
	 related  
	 reserves

Charge at December 31, 2004 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	36,890
2004 utilization. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  (452)
2005 utilization. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		 (24,052)
2006 utilization. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		 (12,220)

Balance at December 31, 2006. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 166

The Company currently expects that the $166 balance remaining in the 2004 fourth quarter charge will 
be utilized during the first quarter of 2007.

During the three months ended March 31, 2003, the Company recorded $37,220 of Severance, impair-
ment and other charges as a component of operating income. These charges were designed to further 
streamline operations and increase productivity through a worldwide reduction in headcount of 
approximately 80 employees and charges related to impaired contracts and assets. The contract-related 
charges were for impaired data supply and data processing contacts primarily in the Company’s U.S. and 
Japanese operations. The asset write-downs portion of the 2003 charge related to the Company’s deci-
sion to abandon certain products and as such, certain computer software primarily in the U.S., Japan and 
EMEA was written-down to its net realizable value.

		  Severance	 Contract	 Asset  
		  related 	 related	 write-  
		  reserves	 reserves	 downs	 Total

Charge at March 31, 2003 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	9,958	 $	22,307	 $	4,955	 $	37,220
2003 utilization. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		 (6,197)		  (7,047)		 (6,634)		 (19,878)
2004 utilization. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		 (1,637)		  (3,614)		  —		  (5,251)
2005 utilization. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  (378)		  (6,747)		  —		  (7,125)
2006 utilization. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  —		  (2,262)		  —		  (2,262)
Adjustments . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		 (1,746)		  67		  1,679		  —

Balance at December 31, 2006. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 —	 $	 2,704	 $	 —	 $	 2,704

Approximately $9,958 of the 2003 charge related to a worldwide reduction in headcount of approxi-
mately 80 employees. These severance benefits were calculated pursuant to the terms of established 
employee protection plans, in accordance with local statutory minimum requirements or individual 
employee contracts, as applicable.

The cash portion of the 2003 charge amounted to $30,586, of which the Company paid approximately 
$2,262, $7,125 and $5,251 during 2006, 2005 and 2004, respectively, related primarily to employee ter-
mination benefits and contract-related charges. The remaining accrual of $2,704 at December 31, 2006 
relates to lease obligations.

The Company currently expects that the $2,704 balance remaining in the 2003 first quarter charge will 
be utilized during 2007.
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During the fourth quarter of 2001, the Company completed the assessment of its Competitive Fitness 
Program. This program was designed to streamline operations, increase productivity and improve client 
service. In connection with this program, the Company recorded $94,616 of Severance, impairment and 
other charges during the fourth quarter of 2001 as a component of operating income. As of December 
31, 2006, approximately $3,478 remains to be utilized from 2007 to 2013 primarily related to severance 
and lease payments.

		  Severance	 Contract	 Asset  
		  related 	 related	 write-  
		  reserves	 reserves	 downs	 Total

Charge at December 31, 2001 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	39,652	 $	26,324	 $	28,640	 $	94,616
2001 utilization. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  (3,692)		  (6,663)		 (27,887)		 (38,242)
2002 utilization. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		 (26,277)		  (9,819)		  (1,474)		 (37,570)
2003 utilization. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  (6,384)		  (2,720)		  (241)		  (9,345)
2004 utilization. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  (455)		  (1,232)		  —		  (1,687)
2005 utilization. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  (262)		  (1,881)		  —		  (2,143)
2006 utilization. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  (264)		  (1,887)		  —		  (2,151)
Adjustments . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  (688)		  (274)		  962		  —

Balance at December 31, 2006. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 1,630	 $	 1,848	 $	 —	 $	 3,478

The Company currently expects that the $3,478 balance remaining in the 2001 fourth quarter charge 
will be utilized as follows:

	 Cash 
Year Ended December 31, 	  Outlays

2007	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	1,976
2008	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  262
2009	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  262
2010	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  262
2011	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  262
Thereafter. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  454

Total	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	3,478

Note 7. Minority Interests

The Company consolidates the assets, liabilities, results of operations and cash flows of businesses and 
investments over which it has control (see Note 2). Third parties’ ownership interests are reflected as 
minority interests on the Company’s financial statements. In July 2006, the Company, together with 
two of its wholly-owned subsidiaries, entered into an Amended and Restated Agreement of Limited 
Liability Company of IMS Health Licensing Associates, L.L.C. (the “Amended LLC Agreement”). The 
Amended LLC Agreement governs the relationship between the Company, its subsidiaries and two 
third-party investors with respect to their interests in IMS Health Licensing Associates, L.L.C. (the 
“LLC”). The Company is the sole managing member of the LLC. Since 1997, the Company and/or 
its subsidiaries, or their predecessors, have contributed assets to, and have held a controlling (currently 
approximately 93%) interest in, the LLC, and the third-party investors have contributed $100,000 to, 
and have held a minority (currently approximately 7%) interest in, the LLC. The third-party investor 
contributions are reflected in Minority Interests in the Consolidated Statements of Financial Position. 
The LLC is a separate and distinct legal entity that is in the business of licensing database assets and 
computer software. Under the terms of the Amended LLC Agreement, the third-party investors have the  
right to take steps that would result in the liquidation of their membership interest in the LLC on June 30, 
2009. This right may be accelerated if certain events occur as set forth in the Amended LLC Agreement.
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Minority interest related to these subsidiaries of $4,517, $3,336 and $5,818 was recorded in Other 
income (expense), net on the Consolidated Statements of Income in 2006, 2005 and 2004, respectively.

During January 2005, the Company paid approximately $36,000 to acquire the 50% interest in IHA 
not owned by IMS. The Company accounted for this purchase as a step transaction and allocated the 
purchase price to acquired intangible assets and goodwill. Prior to 2005, the Company consolidated the 
results of IHA and recorded minority interest expense for the 50% not owned by the Company.

Note 8. Investments in Equity Investees

On December 21, 2004, the Company and TriZetto entered into a share purchase agreement pursu-
ant to which, the Company sold to TriZetto all of the 12,142,857 shares of Common Stock, par value 
$0.001 per share, of TriZetto owned by the Company for an aggregate cash consideration of $81,964. 
The Company received $44,550 in December 2004 and the balance of $37,414 in January 2005. As 
such, the balance of $37,414 was included in Other current assets in the Company’s Consolidated 
Statements of Financial Position at December 31, 2004. As a result of the transaction, the Company 
recorded a pre-tax gain of $38,803 in 2004.

The investment in TriZetto was accounted for under the equity method of accounting. The Company’s 
share of the adjusted operating results of TriZetto for the year ended December 31, 2004 amounted to 
income of $164, net of deferred taxes of $105.

Note 9. Securities 

Securities and other investments include the Company’s investments in: a) publicly traded marketable 
securities; b) direct equity investments in private companies, and c) limited partner interests in venture 
capital partnerships.

Marketable securities, principally consisting of equity securities, are classified as available-for-sale. Such 
securities are carried at fair value, with the unrealized gains and losses, net of income taxes, reported 
within Other Comprehensive Income as a component of Shareholders’ Equity. Typically these securi-
ties are distributed to the Company from venture capital partnerships in which it invests. The cost and 
estimated fair value of these securities were $1,033 and $1,237, respectively, at December 31, 2006, and 
$1,033 and $1,083, respectively, at December 31, 2005.

Direct equity investments in private companies and limited partner interests in venture capital partner-
ships are carried in the financial statements at cost, which was $5,164 at December 31, 2006 and $4,206 
at December 31, 2005. On a quarterly basis, the Company monitors the realizable value of these invest-
ments and makes appropriate reductions in their carrying values when a decline in value is deemed to 
be other-than-temporary.

After a comprehensive review of the publicly traded marketable securities and of the operating results, 
financial position and future prospects of the investments made by the partnerships, management 
concluded that the declines in the value of the investments were other-than-temporary in nature and 
charges of $492 and $555 for the years ended December 31, 2006 and 2005, respectively, have been 
included in Gains from investments, net in the Consolidated Statements of Income.

The Company sold securities from its available-for-sale portfolio and recorded a net pre-tax gain of 
$3,588, $2,583 and $13,747 during 2006, 2005 and 2004, respectively. These amounts were recorded in 
Gains from investments, net in the Consolidated Statements of Income.
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Note 10. Financial Instruments

Foreign Exchange Risk Management

The Company transacts business in more than 100 countries and is subject to risks associated with 
changing foreign exchange rates. The Company’s objective is to reduce earnings and cash flow volatility 
associated with foreign exchange rate changes. Accordingly, the Company enters into foreign currency 
forward contracts to minimize the impact of foreign exchange movements on net income, non-U.S.  
Dollar anticipated royalties, and on the value of non-functional currency assets and liabilities.

It is the Company’s policy to enter into foreign currency transactions only to the extent necessary to 
meet its objectives as stated above. The Company does not enter into foreign currency transactions for 
investment or speculative purposes. The principal currencies hedged are the Euro, the Japanese Yen, the 
British Pound, the Swiss Franc and the Canadian Dollar.

The impact of foreign exchange risk management activities on pre-tax income in 2006 was a net loss of 
$6,074, a net gain of $29,800 in 2005 and a net loss of $894 in 2004. In addition, at December 31, 2006, 
the Company had approximately $556,049 in foreign exchange forward contracts outstanding with 
various expiration dates through November 2007 relating to non-U.S. Dollar anticipated royalties and 
non-functional currency assets and liabilities. Foreign exchange forward contracts are recorded at esti-
mated fair value. The estimated fair values of the forward contracts are based on quoted market prices. 

Unrealized and realized gains and losses on the contracts hedging net income and non-functional 
currency assets and liabilities do not qualify for hedge accounting in accordance with SFAS 133 
“Accounting for Derivative Instruments and Hedging Activities,” as amended by SFAS No. 138, 
“Accounting for Certain Derivative Instruments and Certain Hedging Activities,” and SFAS No. 149, 
“Amendment of Statement 133 on Derivative Instruments and Hedging Activities,” (collectively, “SFAS 
No. 133”), and therefore are not deferred and are included in the Consolidated Statements of Income in 
Other income (expense), net.

Unrealized gains and losses on the contracts hedging non-U.S. Dollar anticipated royalties qualify 
for hedge accounting under SFAS No. 133 and are therefore deferred and included in OCI “Other 
Comprehensive Income.”

Fair Value of Financial Instruments

At December 31, 2006, the Company’s financial instruments included cash, cash equivalents, receivables, 
accounts payable and long-term debt. At December 31, 2006, the fair values of cash, cash equivalents, 
receivables and accounts payable approximated carrying values due to the short-term nature of these 
instruments. At December 31, 2006, the fair value of long-term debt approximated carrying value.

Credit Concentrations

The Company continually monitors its positions with, and the credit quality of, the financial institutions 
which are counterparties to its financial instruments and does not anticipate non-performance by the 
counterparties. The Company would not realize a material loss as of December 31, 2006 in the event of 
non-performance by any one counterparty. The Company enters into transactions only with financial 
institution counterparties that have a credit rating of A or better. In addition, the Company limits the 
amount of credit exposure with any one institution.

The Company maintains accounts receivable balances ($367,413 and $297,302, net of allowances, at 
December 31, 2006 and 2005, respectively. See Note 18), principally from customers in the pharmaceu-
tical industry. The Company’s trade receivables do not represent significant concentrations of credit risk 



92 • IMS 2006 ANNUAL REPORT

Notes To Consolidated Financial Statements (continued)

Dollars and shares in thousands, except per share data.

at December 31, 2006 due to the high quality of its customers and their dispersion across many  
geographic areas.

Lines of Credit

The following table summarizes the Company’s long-term debt at December 31, 2006 and  
December 31, 2005:

				    2006	 2005

4.6% Private Placement Note, principal payment of $150,000  
due January 2008, net of interest rate swaps of $(2,819)  
and $(2,710), respectively . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	147,181	 $	147,290

5.55% Private Placement Notes, principal payment of  
$150,000 due April 2016 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  150,000		  —

1.70% Private Placement Note, principal payment of  
34,395,000 Japanese Yen due January 2013. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  288,670		  —

Revolving Credit Facility: 
	 Japanese Yen denominated borrowings at average floating rates of approximately 0.83% . .  		  249,097		  371,924
	 Swiss Franc denominated borrowings at average floating rates of approximately 2.32% . .  		  59,258		  92,217
	 U.S. Dollar denominated borrowings at average floating rates of approximately 6.50%. .  .  		  31,200		  —
Bank Term Loan, principal payment of $50,000 due  

June, 2009 at average floating rate of approximately 5.60% . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  50,000		  —

Total Long-Term Debt. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	975,406	 $	611,431

In July 2006, the Company entered into a $1,000,000 revolving credit facility with a syndicate of 12 
banks (“Revolving Credit Facility”) replacing its existing $700,000 Amended and Restated Facility (see 
below). The terms of the Revolving Credit Facility extended the maturity of the facility in its entirety 
to a term of five years, maturing July 2011, reduced the borrowing margins, and increased subsidiary 
borrowing limits. Total borrowings under the Revolving Credit Facility were $339,555 and $464,141 at 
December 31, 2006 and December 31, 2005, respectively, all of which were classified as long-term. In 
April 2004, the Company entered into a $700,000 revolving credit facility with a syndicate of 12 banks 
(the “Unsecured Facility”). The Unsecured Facility replaced the Company’s lines of credit with several 
domestic and international banks. On March 9, 2005, the Company renegotiated with the syndicate 
of 12 banks to amend and restate the Unsecured Facility (the “Amended and Restated Facility”). The 
terms of the Amended and Restated Facility extended the maturity of the facility in its entirety to a 
term of five years, maturing March 2010, reduced the borrowing margins and increased subsidiary bor-
rowing limits. 

The Company defines long-term lines as those where the lines are non-cancellable for more than  
365 days from the balance sheet date by the financial institutions except for specified, objectively 
measurable violations of the provisions of the agreement. In general, rates for borrowing under the 
Revolving Credit Facility are LIBOR plus 30 basis points and can vary based on the Company’s Debt 
to EBITDA ratio. The weighted average interest rates for the Company’s lines were 1.61% and 0.62% 
at December 31, 2006 and December 31, 2005, respectively. In addition, the Company is required to 
pay a commitment fee on any unused portion of the facilities of 0.075%. At December 31, 2006, the 
Company had approximately $660,444 available under its existing bank credit facilities.

In June 2006, the Company closed a $50,000 three year term loan with a bank. The term loan allows 
the Company to borrow at a floating rate with a lower borrowing margin than the Company’s revolving 
credit facility, and provides the Company with an option to extend the term up to an additional two years. 
The Company used the proceeds to refinance existing debt borrowed under the revolving credit facility.
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In April 2006, the Company closed a private placement transaction pursuant to which it issued 
$150,000 of ten-year notes to two highly rated insurance companies at a fixed rate of 5.55%. The 
Company used the proceeds to refinance existing debt of $150,000 drawn under a short term credit 
agreement with a bank in January 2006. 

In January 2006, the Company closed a private placement transaction pursuant to which its Japanese 
subsidiary issued 34,395,000 Japanese Yen seven-year debt (equal to $300,000 at date of issuance) to 
several highly rated insurance companies at a fixed rate of 1.70%. The Company used the proceeds to 
refinance existing debt in Japan borrowed under the Company’s Amended and Restated Facility.

In January 2003, the Company closed a private placement transaction pursuant to which it issued 
$150,000 of five-year debt to several highly rated insurance companies at a fixed rate of 4.60%. The 
Company used the proceeds to pay down short-term debt. The Company also swapped $100,000 of its 
fixed rate debt to floating rate based on six-month LIBOR plus a margin of approximately 107 basis 
points. The Company accounted for these swaps as fair value hedges under the provisions of SFAS No. 
133, “Accounting for Derivative Instruments and Hedging Activities.” The Company determined the 
fair values based on estimated prices quoted by financial institutions. The fair values of these swaps were 
$(2,819) and $(2,710) as of December 31, 2006 and December 31, 2005, respectively. 

In March and April 2002, the Company entered into interest rate swaps on a portion of its variable rate 
debt portfolio. These swaps matured in March 2005 and April 2006. The Company accounted for the 
interest rate swaps as cash flow hedges and recorded any changes in fair value in Other Comprehensive 
Income. The Company determined the fair values based on estimated prices quoted by financial institu-
tions. The fair values of these swaps were $(100) as of December 31, 2005.

The Company’s financing arrangements provide for certain covenants and events of default customary 
for similar instruments, including in the case of its main bank arrangements, the private placement trans-
actions, and the term loan, covenants to maintain specific ratios of consolidated total indebtedness to 
EBITDA and of EBITDA to certain fixed charges. At December 31, 2006, the Company was in compli-
ance with these financial debt covenants. 

Note 11. Pension and Postretirement Benefits

The Company sponsors both funded and unfunded defined benefit pension plans. These plans pro-
vide benefits based on various criteria, including, but not limited to, years of service and salary. The 
Company also sponsors an unfunded postretirement benefit plan in the United States that provides 
health and prescription drug benefits to retirees who meet the eligibility requirements. The Company 
uses a December 31 measurement date for the majority of its pension and postretirement benefit plans. 
The Company aggregates the disclosures of its U.S. and non-U.S. plans because the material assumptions 
used for such plans are similar.

In September 2006, the FASB issued SFAS 158, which requires recognition of the funded status of pen-
sion and other postretirement benefit plans on the balance sheet. This statement amends and clarifies 
the financial accounting and reporting guidance for defined benefit pension and other postretirement 
plans. Under SFAS 158, gains and losses, prior service costs and credits, and any remaining transition 
amounts under SFAS 87 and SFAS 106 that have not yet been recognized through net periodic benefit 
cost will be recognized in AOCI, a component of shareholders’ equity, net of tax effects. The measure-
ment date, the date at which the benefit obligation and plan assets are measured, is required to be the 
company’s fiscal year end. SFAS 158 is effective for publicly-held companies for fiscal years ending after 
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December 15, 2006, except for the measurement date provisions, which are effective for fiscal years  
ending after December 15, 2008. Since the Company already utilizes a fiscal year end measurement date 
for the majority of its plans, this particular provision does not materially affect the financial statements. 
The Company adopted SFAS 158 as of December 31, 2006.

The following table summarizes the effect of required changes in the additional minimum liability 
(“AML”) as of December 31, 2006 prior to the adoption of SFAS 158 as well as the impact of the initial 
adoption of SFAS 158 on both pension and postretirement benefit plans.

 		  December 31, 	 AML		  December 31,  
		  2006	 Adjustment		  2006 
		  Prior to AML	 at December	 Initial	 Post AML 
		  and SFAS 158	 31, 2006	 Adoption of	 and SFAS 158 
		  Adjustments	 per SFAS 87	 SFAS 158	 Adjustments

Assets:
	 Other assets. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 327,991	 $	(11,005)	 $	(45,171)	 $	 271,815
Total assets. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	1,962,770	 $	(11,005)	 $	(45,171)	 $	1,906,594
Liabilities:
	 Accrued and other current liabilities . .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 254,793	 $	 —	 $	 1,879	 $	 256,672
	 Postretirement and postemployment benefits. .  .  .  .  .  .  .  .  	 $	 111,045	 $	(35,202)	 $	 10,003	 $	 85,846
Total liabilities . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	1,795,595	 $	(35,202)	 $	11,882	 $	1,772,275
Shareholders’ equity:
	 Minimum pension liability adjustment, net of taxes . .  .  .  	 $	 (31,408)	 $	 24,197	 $	 7,211	 $	 —
	 Postretirement and postemployment  

	 adjustment (SFAS No. 158) . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 —	 $	 —	 $	(64,264)	 $	 (64,264)
Total shareholders’ equity . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 66,765	 $	 24,197	 $	(57,053)	 $	 33,909

The amounts in accumulated other comprehensive income that are expected to be recognized as com-
ponents of net periodic benefit cost (credit) during the next fiscal year are as follows:

			   Pension	 Other  
			   Benefits	 Benefits	 Total

Net actuarial loss (gain) . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	4,356	 $	431	 $	4,787
Prior service cost (credit) . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  16		  (36)		  (20)
Transition obligation (asset) . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  9		  —		  9

Total	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	4,381	 $	395	 $	4,776
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The following tables summarize changes in the benefit obligation, the plan assets and the funded status 
of the Company’s pension and postretirement benefit plans as well as the components of net periodic 
benefit costs, including key assumptions.

	 Pension Benefits	 Other Benefits

Obligations and Funded Status at December 31,	 	 2006	 2005	 2006	 2005

Change in benefit obligation 
Benefit obligation at beginning of year. .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	299,640	 $	269,111	 $	 13,806	 $	11,352
Service cost. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 	 12,711	 	 11,666	 	 23	 	 51
Interest cost. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 	 15,876	 	 14,523	 	 667	 	 716
Foreign currency exchange adjustment. .  .  .  .  .  .  .  .  .  .  .  .  .  	 	 20,469	 	 (17,983)	 	 —	 	 —
Amendments. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 	 (127)	 	 391	 	 —	 	 —
Plan participants’ contributions. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 	 1,766	 	 1,801	 	 349	 	 314
Actuarial (gain) loss. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 	 827	 	 29,816	 	 (1,349)	 	 2,487
Benefits paid (net of Medicare subsidy of $54 in 2006). .  .  	 	 (9,864)	 	 (9,757)	 	 (1,413)	 	 (1,114)
Settlements. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 	 (2,657)		  —	 	 —		  —
Acquisitions. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 	 	 3	 	 72	 	 —	 	 —

Benefit obligation at end of year. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	338,644	 $	299,640	 $	 12,083	 $	13,806

Change in plan assets
Fair value of plan assets at beginning of year . .  .  .  .  .  .  .  .  .  	 $	311,001	 $	271,490	 $	 —	 $	 —
Actual return on assets. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 	 37,745	 	 26,599	 	 —	 	 —
Foreign currency exchange adjustment. .  .  .  .  .  .  .  .  .  .  .  .  .  	 	 17,545	 	 (10,989)	 	 —	 	 —
Employer contributions. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 	 16,900	 	 31,857	 	 1,064	 	 800
Plan participants’ contributions. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 	 1,766	 	 1,801	 	 349	 	 314
Benefits paid (net of Medicare subsidy of $54 in 2006). .  .  	 	 (9,864)	 	 (9,757)	 	 (1,413)	 	 (1,114)
Settlements. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  (1,090)		  —	 	 —		  —

Fair value of plan assets at end of year. .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	374,003	 $	311,001	 $	 —	 $	 —

Funded status . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 35,359	 $	 11,361	 $	(12,083)	 $	(13,806)
Unrecognized actuarial loss . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 	 n/a	 	 93,750	 	 n/a	 	 5,019
Unrecognized prior service cost. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 	 n/a	 	 (729)	 	 n/a	 	 (218)
Unrecognized net transition asset. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 	 n/a	 	 (55)	 	 n/a	 	 —

Contributions between measurement  
and end of fiscal year . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  119	 	 —	 	 n/a	 	 n/a

Net amount recognized. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 35,478	 $	104,327	 $	(12,083)	 $	 (9,005)

Amounts recognized in the Consolidated  
Statements of Financial Position consist of:

Other assets. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 97,279	 $	137,498	 $	 —	 $	 —
Accrued and other current liabilities . .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 	 (1,879)	 	 n/a	 	 (717)	 	 n/a
Postretirement and postemployment benefits. .  .  .  .  .  .  .  .  .  	 	 (59,922)		  (80,429)	 	 (11,366)	 	 (9,005)
Intangible asset (Other assets). .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 	 n/a	 	 403	 	 n/a	 	 —
Accumulated other comprehensive income  

(Minimum pension liability). .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 	 n/a	 	 46,855	 	 n/a	 	 —

Net amount recognized. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 35,478	 $	104,327	 $	(12,083)	 $	 (9,005)
			 

The accumulated benefit obligation for all defined benefit pension plans was $317,767 and $280,601 at 
December 31, 2006, and 2005, respectively.

Information for pension plans with an accumulated benefit  
obligation in excess of plan assets as of December 31,				    2006	 2005

Projected benefit obligation. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	226,901	 $	196,847
Accumulated benefit obligation . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	206,967	 $	178,400
Fair value of plan assets . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	165,064	 $	125,067
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Amounts recognized in accumulated other comprehensive income consist of:

				    Pension	 Other  
				    Benefits	 Benefits 
Additional Information as of December 31,	 			   2006	 2006

Net actuarial loss (gain) . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	83,314	 $	3,362
Prior service cost (credit) . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  (267)		  (49)
Transition obligation (asset) . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  (56)		  —

Total	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	82,991	 $	3,313

	 Pension Benefits	 Other Benefits

Components of Net Periodic Benefit  
Cost for years ended December 31,	 2006	 2005	 2004	 2006	 2005	 2004

Service cost. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	12,711	 $	11,666	 $	11,276	 $	 23	 $	 51	 $	 92
Interest cost. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 	 15,876	 	 14,523		  12,865		  667	 	 716		  769
Expected return on plan assets . .  .  .  .  .  .  .  .  	 	 (25,645)	 	 (22,051)		  (19,036)		  —	 	 —		  —
Amortization of prior service cost (credit) . . 	 	 (2)	 	 (200)		  (226)		  (168)	 	 (987)		  (987)
Amortization of transition obligation . .  .  .  	 	 19	 	 (2)		  (92)		  —	 	 —		  —
Amortization of net loss. .  .  .  .  .  .  .  .  .  .  .  .  .  	 	 4,592	 	 3,055		  2,677		  308	 	 364		  453
Settlement loss. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 	 264	 	 —		  —	 	 —	 	 —		  —

Net periodic benefit cost. .  .  .  .  .  .  .  .  .  .  .  .  	 $	 7,815	 $	 6,991	 $	 7,464	 $	 830	 $	144	 $	 327
				  

Assumptions

	 Pension Benefits	 Other Benefits

Weighted average assumptions used to determine  
benefit obligations at December 31,	 	 2006	 2005	 2006	 2005

Discount rate. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 5.39%	 5.15%	 6.00%	 5.75%
Rate of compensation increase. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 3.49%	 3.75%	 n/a	 n/a
				  

	 Pension Benefits	 Other Benefits

Weighted average assumptions used to  
determine net periodic benefit cost for years  
ended December 31,	 2006	 2005	 2004	 2006	 2005	 2004

Discount rate. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 5.15%	 5.61%	 5.77%	 5.75%	 6.00%	 6.25%
Expected long-term return on plan assets . .  .  .  .  .  	 7.99%	 8.33%	 8.32%	 n/a	 n/a	 n/a
Rate of compensation increase. .  .  .  .  .  .  .  .  .  .  .  .  .  	 3.75%	 3.73%	 3.68%	 n/a	 n/a	 n/a
				  

In selecting an expected return on plan asset assumption, the Company considers the returns being 
earned by the plan assets in the fund, the rates of return expected to be available for reinvestment and 
long-term economic forecasts for the type of investments held by the plan. At January 1, 2007 the 
expected return on plan assets for the U.S. pension plans is 8.50%, which is unchanged from the prior 
year. Outside the U.S. the range of applicable expected rates of return is 0.21%–9.0% as of January 1, 
2007, which has been reduced from a range of 0.42%–10.0% at January 1, 2006. The actual return on 
plan assets will vary from year to year versus this assumption. The Company believes it is appropriate 
to use long-term expected forecasts in selecting its expected return on plan assets. As such, there can 
be no assurance that its actual return on plan assets will approximate the long-term expected forecasts. 
The expected return on assets and the actual return on assets were $25,645 and $37,745, respectively, 
for the year ended December 31, 2006.



IMS 2006 ANNUAL REPORT • 97

Notes To Consolidated Financial Statements (continued)

Dollars and shares in thousands, except per share data.

Assumed health care cost trend rates at December 31, 			   2006	 2005	 2004

Health care cost trend rate assumed for next year. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  10.0%		  10.0%		  9.0%
Rate to which the cost trend rate is assumed to decline  

(the ultimate trend rate) . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  5.0%		  5.0%		  5.0%
Year that the rate reaches the ultimate trend rate . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  2012		  2011	 2011

Assumed health care cost trend rates have a significant effect on the amounts reported for the health 
care plans. A one-percentage-point change in assumed health care cost trend rates would have the  
following effects:

				    1-Percentage-	 1-Percentage- 
				    Point Increase	 Point Decrease

Effect on total of service and interest cost. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 54	 $	 (46)
Effect on postretirement benefit obligation. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	951	 $	(813)

Plan Assets

The Company’s pension plan weighted average asset allocations at December 31, 2006, and 2005, by 
asset category, follows:

	 Plan Assets at December 31,

Asset Category				    2006	 2005

Equity securities . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  68%	 72%
Debt securities. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  27	 27
Real estate. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 		  4	 0
Other	. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  1	 1

Total	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  100%	 100%

The target asset allocation for the Company’s pension plans is as follows:

Asset Category 					     2006

Equity securities . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 60–75%
Debt securities . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 25–30%
Real estate . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 0–10%
Other . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 0–5%

The Company invests primarily in equity and debt securities that are within prudent levels of risk and 
provide for necessary liquidity requirements. The long-term objectives are to invest in vehicles that 
provide a return that both limits the risk of plan assets failing to meet associated liabilities and mini-
mizes long-term expense. The majority of the Company’s plan assets are measured quarterly against 
benchmarks established by the Company’s investment advisors, and the Company’s Asset Management 
Committee, who has the authority to recommend changes as deemed appropriate and reviews actual 
performance. The Company periodically conducts asset liability modeling studies to ensure that the 
investment strategy is aligned with the obligations of the plans and that the assets will generate income 
and capital growth to meet the cost of current and future benefits that the plans provide. The pension 
plans do not include investments in Company stock at December 31, 2006 or 2005.
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Cash Flows

Contributions.  During fiscal 2006, the Company contributed approximately $17,964 to its pensions 
and postretirement benefit plan which included voluntary contributions above the minimum require-
ments for the pension plans. The Company currently expects to contribute, at a minimum, $7,875 to its 
pensions and postretirement benefit plan during fiscal 2007. The Company may make additional contri-
butions into its pension plans in fiscal 2007 depending on, among other factors, how the funded status 
of those plans changes and in order to meet minimum funding requirements as set forth in employee 
benefit and tax laws, plus additional amounts we may deem to be appropriate.

Estimated future benefit payments and subsidy receipts.  The following benefit payments (net of 
expected participant contributions), which reflect expected future service and the Medicare Part D 
subsidy receipts, are expected to be paid or received as follows:

					     Expected 
			   Pension 	 Other 	 Federal 
Expected benefit payments/(subsidy receipts)			   Benefits	 Benefits	 Subsidy

2007	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	 9,938	 $	 717	 $	(74)
2008	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 	 10,263		  748		  (87)
2009	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  10,898		  771		 (100)
2010	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 	 11,221		  787		 (112)
2011	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  11,478		  815		 (117)
Years 2012–2016. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                              		  65,134		  4,296		 (663)

Plans accounted for under APB Opinion No. 12, “Omnibus Opinion—1967.”  The Company provides 
certain executives with supplemental pension benefits in accordance with their individual employment 
arrangements. As individual arrangements, these pension benefits are accounted for under APB Opinion 
No. 12 (which addresses accounting for deferred compensation contracts) and not SFAS No. 87, and as 
a result, the tables of this Note 11 do not include the Company’s expense or obligation associated with 
providing these benefits. The Company’s obligation for these unfunded arrangements was $12,877 at 
December 31, 2006 and $20,009 at December 31, 2005. The year-over-year decrease in the obligation 
reflects the retirement in 2006 of former Chairman, David Thomas, who received a lump-sum distribu-
tion of his pension benefit. Annual expense was approximately $4,725, $5,232 and $4,257 for the years 
ended December 31, 2006, 2005 and 2004, respectively. The discount rate and rate of compensation 
increase used to measure year-end obligations was 6.00% and 5.00%, respectively, as of December 31, 
2006, and 5.75% and 5.00%, respectively, as of December 31, 2005.

Defined Contribution Plans.  Certain employees of the Company in the United States of America 
are eligible to participate in the Company-sponsored defined contribution plan. The Company makes 
a matching contribution of up to 50% of the employee’s contribution based on specified limits of the 
employee’s salary. The Company’s expense related to this plan was approximately $3,873, $3,281 and 
$2,998 for the years ended December 31, 2006, 2005 and 2004, respectively. Approximately 4% and 5% 
of total plan assets were invested in Company stock at December 31, 2006 and 2005, respectively.

There are additional Company-sponsored defined contribution arrangements for employees of the 
Company residing in countries other than the United States. The Company is required to make contri-
butions based on the specific requirements of the plans. The Company’s expense related to these plans 
was approximately $4,329, $4,536 and $4,557 for the years ended December 31, 2006, 2005 and 2004, 
respectively. None of the plan assets were invested in Company stock at any time during 2006 or 2005.
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Note 12. Stock-Based Compensation

Effective January 1, 2006, the Company adopted SFAS 123R. The Company elected to use the modi-
fied prospective transition method; therefore, prior period results were not retrospectively adjusted. Prior 
to the adoption of SFAS 123R, stock-based compensation expense related to stock options was not 
recognized in the results of operations if the exercise price was at least equal to the market value of the 
Common Stock on the grant date, in accordance with APB 25. As a result, the recognition of stock-
based compensation expense was generally limited to the expense attributed to restricted stock units 
and stock option modifications.

SFAS 123R requires all share-based payments to employees, including grants of employee stock options, 
to be recognized as compensation expense over the requisite service period (generally the vesting 
period) in the consolidated financial statements based on their fair values. For options with graded 
vesting, the Company values the stock option grants and recognizes compensation expense as if each 
vesting portion of the award was part of the total award and not a separate award. Under the modi-
fied prospective method, awards that were granted, modified, or settled on or after January 1, 2006 are 
measured and accounted for in accordance with SFAS 123R. Unvested equity-classified awards that 
were granted prior to January 1, 2006 will continue to be accounted for in accordance with the provi-
sions of SFAS 123, except that all awards are recognized in the results of operations over the remaining 
vesting periods. SFAS 123R requires the recognition of stock-based compensation for the number of 
awards that are ultimately expected to vest. As a result, for most awards, recognized stock compensation 
was reduced for estimated forfeitures prior to vesting primarily based on historical annual forfeiture 
rates. Estimated forfeitures will be reassessed in subsequent periods and may change based on new facts 
and circumstances. Prior to January 1, 2006, the Company accounted for stock options by estimat-
ing forfeitures in the first three quarters of the year and applying the full year actual forfeitures in the 
fourth quarter of the year, as well as applying a forfeiture assumption, and forfeitures were recognized 
as they occurred for restricted stock grants. The Company has elected to follow the transition guidance 
put forth in paragraph 81 of SFAS 123R for the purpose of calculating the pool of excess tax benefits 
available to absorb tax deficiencies recognized subsequent to the adoption of SFAS 123R. Under this 
method, the pool of excess tax benefits is calculated by including the net excess tax benefits that would 
have qualified as such had the entity adopted SFAS 123 for recognition purposes. In addition, realized 
tax benefits in excess of amounts recognized in the Consolidated Statements of Income are recognized 
as a financing activity rather than an operating activity subsequent to SFAS 123R adoption for purposes 
of the Consolidated Statement of Cash Flows.

The Company maintains four Stock Incentive Plans, which provide for the grant of stock options, 
restricted stock and restricted stock units to eligible employees and Non-Employee Directors. At 
December 31, 2006, there were 59,279 shares of Common Stock reserved for issuance under all of 
the Company’s stock plans, of which 14,058 shares are still available for future grants. Common Stock 
reserved for issuance includes 18,448 shares from the 2000 Stock Incentive Plan, which the Board of 
Directors approved during 2000, 36,484 shares from the 1998 Employees’ Stock Incentive Plan, 29,784 
of which was approved by the shareholders during 1998 and 6,700 of which were approved by the 
shareholders in May 2006, 3,437 shares from the 1998 Employees’ Stock Purchase Plan, which was 
approved by the shareholders during 1998, and 910 shares from the 1998 Non-Employee Directors’ 
Stock Incentive Plan, 410 shares of which were approved by the shareholders during 1998 and an addi-
tional 500 shares of which were approved by the shareholders in May 2003. Historically, stock options 
have been granted to broad groups of employees on a discretionary basis. Beginning in fiscal 2006, 
employees are generally eligible to receive restricted stock units with a service condition of four years 
instead of stock options with a service condition of three years. Certain senior employees will continue 
to be eligible to receive restricted stock units which contain both performance and service conditions. 
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The Employee Stock Purchase Plan (“ESPP”) was originally adopted in 1998 with a quarterly purchase 
period and a price equal to the lesser of 90% of the fair market value on the first trading day or the last 
trading day of the period. The Company amended its Employee Stock Purchase Plan in 2001 to allow 
employees to purchase a limited amount of Common Stock at the end of each six-month period at a 
price equal to the lesser of 85% of fair market value on (a) the first trading day of the period, or (b) the 
last trading day of the period. Beginning with the first purchase of 2006, the plan has been amended to 
allow employees to purchase a limited amount of Common Stock at the end of each six-month period 
at a price equal to 85% of the fair market value on the last trading day of the period. Fair market value 
is defined as the average of the high and low prices of the shares on the relevant day. The 15% discount 
makes the plan compensatory under SFAS 123R. 

Stock options are granted with an exercise price equal to the fair market value of a share of Common 
Stock on the date of grant. Stock options expire within five, seven, or ten years and generally vest 
ratably over three years for employees and one to three years for non-employee directors. The vest-
ing period and option term for grants to employees is at the discretion of the Human Resources 
Committee of the Board of Directors. 

Restricted stock units are granted at a price equal to the fair market value of a share of Common 
Stock on the date of grant. Restricted stock units with service vesting generally vest ratably over three 
to four years. The vesting period for grants to employees is at the discretion of the Human Resources 
Committee of the Board of Directors. 

Participation in the Performance Restricted Stock Units program (“PERS”), under which performance 
restricted stock units are granted, is limited to key senior executives. The target award is denominated 
in cash and is equal to each eligible executive’s annual incentive target. These awards are subject to fair 
value adjustments for any changes in the underlying market value of the Company’s Common Stock 
until the end of the performance period. The performance period is one year during which perfor-
mance against the established financial criterion is measured. The actual award is quantified and granted 
to eligible employees in restricted stock units at the February Human Resources Committee of the 
Board of Directors meeting in the year following the one year performance period. Upon grant, there 
is an additional two year cliff vest service requirement which begins on the first business day of the year 
following the performance period. If performance criterion is not met, the award is forfeited and no 
restricted stock units are granted. The restricted stock units granted are determined using the fair market 
value based on the average high/low stock price for the last 20 business days of the performance period 
in accordance with the PERS program. Performance awards are granted at a price equal to the fair mar-
ket value of a share of Common Stock on the date of grant.

Participation in the Long Term Incentive program (“LTI”), under which performance restricted stock 
units are granted, is at the CEO’s discretion with participants varying from year to year. The target 
awards, by person, are approved by the Human Resources Committee of the Company’s Board of 
Directors prior to the end of the first quarter of the performance cycle. The target award is denomi-
nated 50% in cash, or in un-restricted shares of stock at the fair market value of IMS Common Stock 
on the day of grant, which are payable after the two year performance period. The remaining 50% is 
payable in restricted stock units, which are granted after the two year performance period with an addi-
tional two year cliff vest service requirement. A restricted stock unit, if earned, may only be settled by 
issuance or delivery of a share. These awards are subject to fair value adjustments for any changes in the 
underlying market value of the Company’s Common Stock until the end of the two year performance 
period. At the end of the performance period, achievement against the established financial criterion 
is measured and the actual payout percentage is quantified and approved by the Human Resources 
Committee of the Board of Directors following approval of year end results by the Board of Directors. 
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If performance criterion is not met, the award is forfeited and no restricted stock units are granted, or 
cash paid. The restricted stock units granted are determined using the fair market value based on the 
average high/low stock price for the last 20 business days of the year prior to the beginning of the per-
formance period in accordance with the LTI plan document. Performance awards are granted at a price 
equal to the fair market value of a share of Common Stock on the date of grant.

The following table summarizes activity of stock options for the periods indicated:

			   Weighted		   
			   Average	 Weighted 
			   Exercise	 Average	 Aggregate 
			   Price Per	 Remaining	 Intrinsic 
		  Shares	 Share	 Term	 Value

Options Outstanding, December 31, 2003. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 37,021	 $	20.89

Granted. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 6,003	 $	23.90
Exercised. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 (5,598)	 $	17.25
Forfeited. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 (1,020)	 $	18.89
Cancelled. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 (906)	 $	27.50

Options Outstanding, December 31, 2004. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 35,500	 $	21.86

Granted. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 4,813	 $	24.12
Exercised. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 (8,726)	 $	18.97
Forfeited. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 (575)	 $	20.63
Cancelled. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 (1,028)	 $	26.93

Options Outstanding, December 31, 2005. .  .  .  .  .  .  .  .  .  .  .  . 	 29,984	 $	22.91

Granted. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 11	 $	24.54
Exercised. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 (6,161)	 $	19.36
Forfeited. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 (699)	 $	23.58
Cancelled . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 (1,739)	 $	28.93

Options Outstanding, December 31, 2006. .  .  .  .  .  .  .  .  .  .  .  . 	 21,396	 $	23.43		  3.37	 $	99,198

Options Vested or Expected to Vest, December 31, 2006	 	 21,069	 $	23.42		  3.34	 $	98,030

Exercisable, December 31, 2006. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 17,039	 $	23.27		  2.97	 $	83,480

The intrinsic value for stock options is calculated based on the exercise price of the underlying awards 
and the market price of the Company’s Common Stock as of the end of the period. As of December 
31, 2006, approximately $16,312 of unrecognized stock compensation expense related to unvested stock 
options (net of estimated forfeitures) is expected to be recognized over a weighted-average period of 
approximately 1 year. As of December 31, 2005, approximately $41,489 of unrecognized stock com-
pensation expense related to unvested stock options (net of estimated forfeitures) was expected to 
be recognized over a weighted-average period of 1.60 years. Proceeds received from the exercise of 
stock options was $119,257 for the year ended December 31, 2006, and $165,567 for the year ended 
December 31, 2005. The intrinsic value of stock options that were exercised was $49,208 for the year 
ended December 31, 2006, the majority of which is currently deductible for tax purposes, and $63,815 
for the year ended December 31, 2005.

The fair value of stock options was estimated using the Black-Scholes option-pricing model. This 
model requires the input of subjective assumptions that will usually have a significant impact on the fair 
value estimate. The assumptions for the current period grants were developed based on SFAS 123R and 
SEC guidance contained in SAB 107. 
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The following table summarizes the weighted average assumptions used to compute the weighted aver-
age fair value of stock option grants:

	 Year Ended  
	 December 31,

				    2006	 2005

Dividend Yield . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 0.5% 	 0.3%
Weighted Average Volatility. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 29.4%	 29.6%
Risk Free Interest Rate . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 4.49%	 3.87%
Expected Term . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 4.39 years	 4.39 years
Weighted Average Fair Value of Options Granted. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 7.82	 $	 7.46
Weighted Average Grant Price. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	24.54	 $	24.12

	 •	 The dividend yield is equal to the annualized dividend divided by the closing stock price on the 
date of payment. The increase in the dividend yield from 2005 to 2006 was due to a $0.01 per 
share increase in the quarterly dividend payment. An increase in the dividend yield will decrease 
stock compensation expense.

	 •	 The weighted average volatility for the current periods was developed using historical volatility 
for periods equal to the expected life of the options. An increase in the weighted average volatility 
assumption will increase stock compensation expense.

	 •	 The risk-free interest rate was developed using the U.S. Treasury yield curve for periods equal to 
the expected life of the options on the grant date. An increase in the risk-free interest rate will 
increase stock compensation expense.

	 •	 The expected term for the current period and prior period grants was estimated by reviewing 
the historical exercise experience of a fully vested material grant that was close to maturity. An 
increase in the expected holding period will increase stock compensation expense.

The following table summarizes activity of restricted stock units with service conditions.

				    Weighted 
				    Average	 Aggregate 
				    Grant Date	 Intrinsic 
			   Shares	 Fair Value	 Value

Unvested, December 31, 2003 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  411	 $	19.65	

Granted. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  38	 $	24.39	
Vested	. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  (29)	 $	20.79	
Forfeited. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  (10)	 $	19.37	

Unvested, December 31, 2004 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  410	 $	20.01	

Granted. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  153	 $	24.46	
Vested	. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  (119)	 $	24.41	
Forfeited. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  0	 $	 0.00	

Unvested, December 31, 2005. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		 444	 $	20.30	

Granted. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		 1,386	 $	26.12	
Vested . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		 (217)	 $	22.03	
Forfeited. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		 (55)	 $	25.79	

Unvested, December 31, 2006. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		 1,558	 $	25.04	 $	43,065
Vested or Expected to Vest,  

December 31, 2006. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		 1,397	 $	24.92	 $	38,603
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The intrinsic value for restricted stock units is calculated based on the market price of the Company’s 
Common Stock as of the end of the period.  As of December 31, 2006, approximately $26,445 of 
unrecognized stock compensation expense related to unvested restricted stock units (net of estimated 
forfeitures) is expected to be recognized over a weighted-average period of 3.00 years. As of December 
31, 2005, approximately $2,193 of unrecognized stock compensation expense related to unvested 
restricted stock units was expected to be recognized over a weighted-average period of 1.96 years. The 
total fair value of restricted stock units with service conditions which vested during the periods ended 
December 31, 2006 and 2005 was $4,467 and $2,802, respectively.

The following table summarizes activity of restricted stock units with performance conditions.

				    Weighted 
				    Average	 Aggregate 
				    Grant Date	 Intrinsic 
			   Shares	 Fair Value	 Value

Unvested, December 31, 2003 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  106	 $	17.82	

Granted. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  156	 $	23.19	
Vested	. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  0	 $	 0.00	
Forfeited. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  (21)	 $	21.63	

Unvested, December 31, 2004 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  241	 $	20.96	

Granted. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  194	 $	20.62	
Vested	. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  (53)	 $	18.97	
Forfeited. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  (7)	 $	17.72	

Unvested, December 31, 2005. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		 375	 $	21.12	

Granted. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		 154	 $	24.53	
Vested . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		 (181)	 $	21.76	
Forfeited. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		 (28)	 $	24.08	

Unvested, December 31, 2006. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		 320	 $	22.14	 $	8,854
Vested or Expected to Vest,  

December 31, 2006. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		 308	 $	22.16	 $	8,504

The intrinsic value for restricted stock units with performance conditions is calculated based on the 
market price of the Company’s Common Stock as of the end of the period. As of December 31, 2006, 
approximately $1,145 of unrecognized stock compensation expense related to unvested restricted stock 
units (net of estimated forfeitures) is expected to be recognized over a weighted-average period of 1.00 
year. As of December 31, 2005, approximately $1,939 of unrecognized stock compensation related 
to unvested restricted stock units with performance conditions was expected to be recognized over a 
weighted-average period of 1.00 year. The total fair value of restricted stock units with performance 
conditions which vested during the periods ended December 31, 2006 and 2005 was $5,570 and 
$1,231, respectively. 



104 • IMS 2006 ANNUAL REPORT

Notes To Consolidated Financial Statements (continued)

Dollars and shares in thousands, except per share data.

The following table summarizes the pro forma effect of stock-based compensation as if the fair value method 
of accounting for stock compensation had been applied:

 	 			    Year ended 	 Year ended 
				   December 31, 	 December 31,  
				    2005 	 2004

Net Income: 	 As reported. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	284,091	 $	285,422
				    Add: Stock-based employee compensation expense  

				    included in reported net income, net of tax. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  4,008			  2,875
				    Deduct: Total stock-based employee compensation expense  

				    under fair value method for all awards, net of tax. .  .  .  .  .  .  .  .  .  .  .  .  		  (29,829)			  (26,238)

				    Pro forma. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	258,270	 $	262,059

Earnings Per Share:
	 Basic	 As reported. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 1.24	 $	 1.22
				    Pro forma. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 1.13	 $	 1.12
	 Diluted	 As reported . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 1.22	 $	 1.20
				    Pro forma. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 1.11	 $	 1.10

The following table summarizes the components and classification of stock-based compensation 
expense in 2006:

					     Year Ended 
					     December 31, 
					     2006

Stock Options. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	30,022
Restricted Stock Units. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  11,842
Employee Stock Purchase Plan. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 	 914

Total Stock-Based Compensation Expense . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	42,778

Operating Costs . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	 6,728
Selling & Administrative Expenses . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 	 36,050

Total Stock-Based Compensation Expense . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	42,778

Tax Benefit on Stock-Based Compensation Expense. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	13,013

The tax benefit realized on stock options exercised and restricted stock issued for the year ended 
December 31, 2006 was $18,245.

The following table shows the impact on results of operations for the year ended December 31, 2006 as 
a result of adopting SFAS 123R instead of continuing to account for share-based awards under APB 25:

					     Year Ended 
					     December 31, 
					     2006

Reduction in Income from Continuing Operations. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	39,753
Reduction in Income Before Income Taxes. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	39,753
Reduction in Net Income. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	27,804
Reduction in Basic Earnings Per Share. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	 0.14
Reduction in Diluted Earnings Per Share. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	 0.13

During 2006, realized tax benefits in excess of amounts recognized in the Consolidated Statements of 
Income equal to $6,509 were recognized as a financing activity rather than an operating activity for 
purposes of the Consolidated Statement of Cash Flows.
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The Company satisfies stock option exercises, vested restricted stock units and ESPP shares with 
repurchased treasury stock on hand. For further information regarding the Company’s share repurchase 
programs and shares available for repurchase under such programs, see Note 15.

Note 13. Income Taxes

Income from continuing operations before provision for income taxes consisted of:

			   2006	 2005	 2004

U.S. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	277,677	 $	293,734	 $	248,489
Non-U.S.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  171,068		  160,519		  165,950

					     $	448,745	 $	454,253	 $	414,439

The provision (benefit) for income taxes consisted of:

			   2006	 2005	 2004

U.S. Federal and State: 
	 Current. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	 84,124	 $	133,820	 $	 69,616
	 Deferred . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  (7,546)		  19,880		  14,978

					     $	 76,578	 $	153,700	 $	 84,594

Non-U.S.:
	 Current. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	 47,367	 $	 11,636	 $	 46,023
	 Deferred . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  9,289		  4,826		  (1,436)

			   	 		  56,656		  16,462		  44,587

Total. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	133,234	 $	170,162	 $	129,181

The following table summarizes the significant differences between the U.S. Federal statutory taxes and 
the Company’s provision for income taxes for consolidated financial statement purposes.

			   2006	 2005	 2004

Tax Expense at Statutory Rate. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  35.0%		  35.0%		 35.0%
State and Local Income Taxes, net of Federal Tax Benefit. .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  1.3		  1.2		  1.1
Impact of Non-U.S. Tax Rates and Credit. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  (1.2)		  (2.7)		  (3.4)
AJCA Taxes. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  —		  8.9		  —
U.S. Audit Settlements. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  (3.9)		  —		  (3.8)
Non-U.S. Audit Settlements. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  —		  (6.4)		  —
Pre-Spin Liability. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  (6.4)		  —		  —
Unremitted Earnings. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  6.2		  —		  —
Amortization of U.S. Intangibles. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  (3.1)		  1.0		  1.1
Other, net. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  1.8		  0.5		  1.2

Total Taxes. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  29.7%	 37.5%		  31.2%

In 2006, the Company’s effective tax rate of 29.7% was impacted by approximately $69,200 primarily 
due to a favorable U.S. partnership audit settlement for the tax years 1998 through 2003 and a favor-
able U.S. corporate audit settlement of approximately $17,600 for the tax years 2000 through 2003. 
The effective tax rate was also impacted by approximately $27,650 of tax expense associated with a 
reorganization of certain non-U.S. subsidiaries, of which approximately $6,200 was incurred in the 
fourth quarter. Further, approximately $24,900 of tax expense was recorded in 2006 related to disputes 
between the Company and NMR, on the one hand, and Donnelley and certain of its former affiliates 
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on the other hand, as to the proper interpretation, and allocation, of tax liabilities under the 1996 Spin-
Off agreements (see Note 16).

In 2005, the Company’s effective tax rate of 37.5% was reduced compared to 2004 primarily due to a 
favorable non-U.S. audit settlement of approximately $29,200. The effective tax rate for 2005 was also 
impacted by $40,600 of tax expense from the repatriation of $647,000 of foreign earnings back to the 
U.S. during 2005 under the American Jobs Creation Act of 2004 (“AJCA”).

In 2004, the Company’s effective tax rate of 31.2% was decreased by approximately $15,100 primarily 
due to a favorable partial U.S. audit settlement.

The Company’s deferred tax assets (liabilities) are comprised of the following at December 31:

				    2006 	 2005

Deferred Tax Assets: 		
	 Non-U.S. Intangibles	. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 	 $	 45,176	 $	 44,629
	 Securities and Other Investments	. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  			   7,135		  10,316
	 Net Operating Losses. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 		  33,164		  39,537
	 Equity Compensation. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 		  8,648			   0
	 Accrued Liabilities	. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 		  558			   1,322

					     	 			   94,681			  95,804
Valuation Allowance	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 		  (21,078)		  (24,193)

					     	 			   73,603		  71,611

Deferred Tax Liabilities: 
	 Computer Software	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 		  (76,673)		  (78,887)
	 Undistributed Earnings. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 		  (27,650)			   0
	 Deferred Revenues	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 		  (10,529)		  (15,424)
	 Employee Benefits. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 	 	 (14,542)		  (10,772)
	 Depreciation . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 	 	 (4,095)				  (6,010)
	 Other	. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  	 (11,084)		  (11,105)

									         (144,573)		 (122,198)

Net Deferred Tax Liability. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  $	 (70,970)	 $	(50,587)

The 2006 and 2005 net deferred tax liability consists of a current deferred tax asset of $30,995 and 
$31,849, a non-current deferred tax asset of $38,691 and $48,414, a current deferred tax liability of 
$7,238 and $8,627, and a non-current deferred tax liability included in Other liabilities of $133,418 and 
$122,223, respectively.  Also included in Other liabilities are certain income tax liabilities of $21,700 
deemed to be long-term in nature. See Notes 2 and 16.

The Company has federal, state and local, and non-U.S. tax loss carryforwards, the tax effect of which 
was $33,164 as of December 31, 2006. Of this amount, $9,772 have an indefinite carryforward period, 
$324 will expire in 2007 and the remaining $23,068 expire at various times between 2008 and 2026. 
The Company established a valuation allowance against state and local and non-U.S. net operating losses 
of $21,078 in 2006, $24,193 in 2005 and $12,382 in 2004, that based on available evidence, are more 
likely than not to expire before they can be utilized.

Undistributed earnings of non-U.S. subsidiaries aggregated approximately $849,700 at December 31, 
2006.  As of December 31, 2006, the Company maintained its intention to indefinitely reinvest all but 
approximately $105,000 of earnings in Switzerland. The Company has accrued approximately $27,650 
of tax expense on this amount. Deferred tax liabilities for U.S. federal income taxes have not been 
recognized for the remaining $744,700 of undistributed earnings. It is not currently practicable to 
determine the amount of applicable taxes on this amount.
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Note 14. Commitments

The Company’s contractual obligations include facility leases, agreements to purchase data and telecom-
munications services, leases of certain computer and other equipment and projected pension and other 
postretirement benefit plan contributions. At December 31, 2006, the minimum annual payment under 
these agreements and other contracts that have initial or remaining non-cancelable terms in excess of 
one year are as listed in the following table:

	 Year

	 2007	 2008	 2009	 2010	 2011	 Thereafter	 Total

Operating Leases1 . .  .  .  .  .  .  .  .  .  .  . 	 $	 29,845	 $	 27,198	 $	 23,818	 $	 20,785	 $	 19,662	 $	 52,689	 $	 173,997
Data Acquisition and 

Telecommunication Services2. .  . 		  146,530		  93,784		  65,758		  55,205		  32,667		  3,071		  397,015
Computer and Other 

 Equipment Leases3. . . . . . . . . 		  22,522		  18,519		  9,140		  3,718		  1,234		  879		  56,012
Projected Pension and 

Other Postretirement  
Benefit Plan Contributions4. . . 		  7,875		  —		  —		  —		  —		  —		  7,875

Long-term Debt5. .  .  .  .  .  .  .  .  .  .  .  . 		  25,463		  169,257		  18,693		  18,693		  405,517		  451,901		  1,089,524
Other Long-term Liabilities  

Reflected on Consolidated  
Balance Sheet6. .  .  .  .  .  .  .  .  .  .  .  . 		  11,840		  11,186		  11,831		  12,158		  12,438		  69,221		  128,674

Total. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	244,075	 $	319,944	 $	129,240	 $	110,559	 $	471,518	 $	577,761	 $	1,853,097

1	 Rental expense under real estate operating leases for the years 2006, 2005 and 2004 was $26,073, $24,107 and $22,700, respectively.
2	 Expense under data and telecommunications contracts for the years 2006, 2005 and 2004 was $145,082, $139,652 and $137,415, respectively.
3	 Rental expense under computer and other equipment leases for the years 2006, 2005 and 2004 was $23,021, $19,912 and $18,422, respectively. 

These leases are frequently renegotiated or otherwise changed as advancements in computer technology produce opportunities to lower costs and improve 
performance.

4	 The Company’s contributions to pension and other postretirement benefit plans for the years 2006, 2005 and 2004 were $17,964, $32,657 and 
$35,930, respectively. The estimated contribution amount shown for 2007 includes both required and discretionary contributions to funded plans as 
well as benefit payments from unfunded plans. The majority of the expected contribution shown for 2007 is required.

5	 Amounts represent the principal balance plus estimated interest expense under the Company’s long-term debt (see Note 10).
6	 Includes estimated future funding requirements related to pension and postretirement benefits (see Note 11) and the long-term portions of the 2001 

severance, impairment and other charges (see Note 6). As the timing of future cash outflows is uncertain, the following long-term liabilities (and related 
balances) are excluded from the above table: long-term tax liabilities ($21,700), deferred taxes ($133,417) and other sundry items ($11,530).

Under the terms of certain purchase agreements related to acquisitions made since 2002, the Company 
may be required to pay additional amounts as contingent consideration based on the achievement of 
certain performance related targets during 2006 through 2009. Substantially all of these additional pay-
ments will be recorded as goodwill in accordance with EITF No. 95-8, “Accounting for Contingent 
Consideration Paid to the Shareholders of an Acquired Enterprise in a Purchase Business Combination.” 
As of December 31, 2006, approximately $47,000 had been earned under these contingencies. Based on 
current estimates, the Company expects that additional contingent payments under these agreements 
may total approximately $21,000. It is expected that these contingent payments will be resolved within 
a specified time period after the end of each respective calendar year from 2006 through 2009.
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Note 15. IMS Health Capital Stock 

The Company’s share repurchase program has been developed to buy opportunistically, when the 
Company believes that its share price provides it with an attractive use of its cash flow and debt capacity.

On January 29, 2007, the company purchased 6,135 shares of outstanding Common Stock at an initial 
cost of approximately $170,000 pursuant to an accelerated share repurchase program (“ASR”). See 
Note 20.

On December 19, 2006, the Board of Directors authorized a stock repurchase program to buy up to 
10,000 shares. As of December 31, 2006, 10,000 shares remained available for repurchase under the 
December 2006 program.

On January 25, 2006, the Board of Directors authorized a stock repurchase program to buy up to 
30,000 shares. As of December 31, 2006, 6,444 shares remained available for repurchase under the 
January 2006 program.

On November 16, 2005, the Board of Directors authorized a stock repurchase program to buy up to 
10,000 shares. This program was completed in February 2006 at a total cost of $251,619. 

On December 14, 2004, the Board of Directors authorized a stock repurchase program to buy up to 
10,000 shares. This program was completed in January 2006 at a total cost of $242,680.

On February 10, 2004, the Board of Directors authorized a stock repurchase program to buy up to 
10,000 shares. This program was completed in January 2005 at a total cost of $232,770.

On April 15, 2003, the Board of Directors authorized a stock repurchase program to buy up to 10,000 
shares. This program was completed in May 2004 at a total cost of $243,520.

During 2006, the Company repurchased approximately 33,931 shares of outstanding Common Stock 
under these programs at a total cost of $880,407, including the repurchase of 25,000 shares on January 
30, 2006 pursuant to an ASR. During 2005, the Company repurchased approximately 10,213 shares 
of outstanding Common Stock under these programs at a total cost of $246,507. During 2004, the 
Company repurchased approximately 15,000 shares of outstanding Common Stock under these pro-
grams at a total cost of $362,659, including the repurchase of 4,600 shares on January 9, 2004 pursuant 
to an ASR. 

Shares acquired through the Company’s repurchase programs described above are open-market pur-
chases or privately negotiated transactions in compliance with SEC Rule 10b-18, with the exception of 
purchases pursuant to the 2006 and 2007 ASR.

Under the Company’s Restated Certificate of Incorporation as amended, the Company has authority  
to issue 820,000 shares with a par value of $.01 per share of which 800,000 represent shares of 
Common Stock, 10,000 represent shares of preferred stock and 10,000 represent shares of Series 
Common Stock. The preferred and series Common Stock can be issued with varying terms, as deter-
mined by the Board of Directors.
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Note 16. Contingencies

 The Company and its subsidiaries are involved in legal and tax proceedings, claims and litigation aris-
ing in the ordinary course of business. Management periodically assesses the Company’s liabilities and 
contingencies in connection with these matters based upon the latest information available. For those 
matters where management currently believes it is probable that the Company will incur a loss and that 
the probable loss or range of loss can be reasonably estimated, the Company has recorded reserves in the 
Consolidated Financial Statements based on its best estimates of such loss. In other instances, because of 
the uncertainties related to either the probable outcome or the amount or range of loss, management 
is unable to make a reasonable estimate of a liability, if any. However, even in many instances where the 
Company has recorded a reserve, the Company is unable to predict with certainty the final outcome 
of the matter or whether resolution of the matter will materially affect the Company’s results of opera-
tions, financial position or cash flows. As additional information becomes available, the Company adjusts 
its assessment and estimates of such liabilities accordingly.

The Company routinely enters into agreements with its suppliers to acquire data and with its customers 
to sell data, all in the normal course of business. In these agreements, the Company sometimes agrees 
to indemnify and hold harmless the other party for any damages such other party may suffer as a result 
of potential intellectual property infringement and other claims related to the use of the data. These 
indemnities typically have terms of approximately two years. The Company has not accrued a liability 
with respect to these matters, as the exposure is considered remote.

In connection with the agreements (the “LLC Agreements”) governing the relationship among the 
Company and two of its subsidiaries and two third-party investors with respect to IMS Health Licensing 
Associates, L.L.C., the Company also entered into a guaranty agreement. Under the terms of this 
guaranty agreement, the Company guarantees in favor of the third-party investors the performance of 
the Company’s subsidiaries under the LLC Agreements and agrees to indemnify and hold harmless the 
third-party investors against damages, including specified delay damages, the third-party investors may 
suffer as a result of failures to perform under the LLC Agreements by the Company and its subsidiaries. 

Based on its review of the latest information available, in the opinion of management, the ultimate 
liability of the Company in connection with pending tax and legal proceedings, claims and litigation 
will not have a material effect on the Company’s results of operations, cash flows or financial position, 
with the possible exception of the matters described below. 

D&B Legacy and Related Tax Matters

Sharing Disputes.  In 1996 the company then known as The Dun & Bradstreet Corporation (“D&B”) 
and now known as R.H. Donnelley Corporation (“Donnelley”) separated into three public companies 
by spinning off ACNielsen Corporation (“ACNielsen”) and the company then known as Cognizant 
Corporation (“Cognizant”) and now known as Nielsen Media Research, Inc., a subsidiary of The 
Nielsen Company, formerly known as VNU N.V. (“NMR”) (the “1996 Spin-Off”). The agreements 
effecting the 1996 Spin-Off allocated tax-related liability with respect to certain prior business trans-
actions (the “Legacy Tax Controversies”) between D&B and Cognizant. The D&B portion of such 
liability is now shared among Donnelley and certain of its former affiliates (the “Donnelley Parties”), 
and the Cognizant portion of such liability is shared between NMR and the Company pursuant to the 
agreements effecting Cognizant’s spin-off of the Company in 1998 (the “1998 Spin-Off”). 

The underlying tax controversies with the Internal Revenue Service (the “IRS”) have substantially all 
been resolved and the Company paid to the IRS the amounts that it believed were due and owing. In 
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the first quarter of 2006, Donnelley indicated that it disputed the amounts contributed by the Company 
toward the resolution of these matters based on the Donnelley Parties’ interpretation of the allocation 
of liability under the 1996 Spin-Off agreements. The Donnelley Parties on the one hand, and NMR 
and the Company, on the other hand, have attempted to resolve these disputes through negotiation. The 
1996 Spin-Off agreements provide that if the parties cannot reach agreement through negotiation they 
must arbitrate the disputes. 

On August 14, 2006, the Donnelley Parties commenced arbitration regarding one of these disputes 
(referred to herein as the “Dutch Partnership Dispute”) by filing a Notice of Arbitration and Statement 
of Claim (the “Donnelley Statement”) with the American Arbitration Association International Center 
for Dispute Resolution (the “AAA”). In the Donnelley Statement, the Donnelley Parties claim that the 
Company and NMR collectively owe approximately an additional $10,800 with respect to the Dutch 
Partnership Dispute; (if determined liable, the Company’s share of this amount would be approximately 
$5,400 (tax and interest, net of federal income tax benefit)). On October 16, 2006, the Company and 
NMR filed a Statement of Defense denying all claims made by the Donnelley Parties in the Donnelley 
Statement. The parties are currently engaged in discovery in this arbitration.

The Company accrued approximately $24,900 for the Dutch Partnership Dispute and the remaining 
disputes in 2006. During 2006, the Company made payments with regard to one of the disputes of 
approximately $5,900 (including tax and interest, net of federal income tax benefit) related to certain 
1995 and 1996 shared state and local legacy tax liabilities. As of December 31, 2006 the Company has a 
reserve of approximately $20,200 for the remainder of these matters. The Company intends to vigor-
ously defend itself with respect to the Dutch Partnership Dispute and the remaining disputes.

The Partnership (Tax Year 1997).  The IRS is seeking to reallocate certain items of partnership income 
and expense as well as disallow certain items of partnership expense with respect to a partnership now 
substantially owned by the Company (the “Partnership”) on the Partnership’s 1997 tax return. During 
1997, the Partnership was substantially owned by Cognizant, but liability for this matter was allocated to 
the Company pursuant to the agreements effecting the 1998 Spin-Off. The Company has filed a formal 
protest relating to the proposed assessment for 1997 with the IRS Office of Appeals. The Company is 
attempting to resolve this matter in the administrative appeals process before proceeding to litigation if 
necessary. If the IRS were to ultimately prevail in its position, the Company’s liability (tax and interest, 
net of tax benefit) with respect to tax year 1997 would be approximately $20,300, which amount the 
Company had reserved in current accrued income taxes payable at December 31, 2006.

In addition to these matters, the Company and its predecessors have entered, and the Company contin-
ues to enter, into global tax planning initiatives in the normal course of their businesses. These activities 
are subject to review by applicable tax authorities. As a result of the review process, uncertainties exist 
and it is possible that some of these matters could be resolved adversely to the Company.

Matters Before the Belgian Competition Service

Complaints were filed in 1998 and 1999 against the Company with the Belgian Competition Service 
(“BCS”) alleging abuse of a dominant position on the Belgian market. In October 1999 and 2000, 
the Chairman of the Belgian Competition Council (“BCC”) adopted interim measures against the 
Company, with which the Company complied. In December 2004, the Company received a formal 
statement of objections alleging that the Company had abused its dominant position on the Belgian 
market in violation of Article 82 of the EC Treaty and corresponding Belgian law. The Company sub-
mitted its comments to the statement of objections in writing to the BCC in February 2005. 

In a separate matter, in October 2004, the BCS notified IMS of a request for information in connec-
tion with IMS’s acquisition in April 2004 of a competitor in the Belgian market, Source Informatics 
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Belgium S.A. The BCS is investigating whether such acquisition may have violated Article 82 of the 
EC Treaty and corresponding Belgian law. The Company responded to the request for information in 
December 2004.

The Company intends to continue to vigorously defend itself in these matters before the Belgian com-
petition authorities. Management of the Company is unable to predict at this time the final outcome 
of these matters or whether adverse resolutions thereof could materially affect the Company’s results of 
operations, cash flows or financial position in the period in which such adverse resolution occurs.

Other Contingencies

Contingent Consideration.  Under the terms of certain purchase agreements related to acquisitions 
made since 2002, the Company may be required to pay additional amounts as contingent consider-
ation based on the achievement of certain performance related targets during 2006 through 2009. 
Substantially all of these additional payments will be recorded as goodwill in accordance with EITF No. 
95-8, “Accounting for Contingent Consideration Paid to the Shareholders of an Acquired Enterprise in 
a Purchase Business Combination.” As of December 31, 2006, approximately $47,000 had been earned 
under these contingencies. Based on current estimates, the Company expects that additional contingent 
payments under these agreements may total approximately $21,000. It is expected that these contingent 
payments will be resolved within a specified time period after the end of each respective calendar year 
from 2006 through 2009. 

Other Tax Contingencies.  In addition to the tax items discussed above, the Company has net tax 
reserves of approximately $25,000 that relate to various positions it has taken on tax returns filed in 
numerous countries over the last several years. These reserves represent the Company’s best estimate of 
the probable liability should the tax return positions be challenged by the relevant tax authorities. While 
the amount is material in the aggregate, no individual item is material and no single event will have a 
material impact related to these reserves. See Note 13 for additional tax related matters.

Note 17. Merger Costs 

In connection with the terminated merger with The Nielsen Company (“Nielsen”), formerly known 
as VNU N.V., the Company incurred merger costs of $17,928 during 2005 primarily for professional 
fees. Such fees were expensed as incurred during 2005. In connection with the merger termination 
agreement, Nielsen agreed to reimburse the Company $15,000 for merger related costs incurred by 
IMS. This $15,000 has been reflected in Other income (expense), net in the Consolidated Statements of 
Income for the year ended December 31, 2005, since such reimbursement was not contemplated at the 
time the fees were incurred. 

Additionally, in accordance with the terms of the merger termination agreement, Nielsen was required 
to pay the Company $45,000 as a result of the acquisition of Nielsen by a private equity group in  
June 2006. This $45,000 payment was received during 2006 and is reflected in Other income (expense), 
net in the Consolidated Statements of Income for the year ended December 31, 2006. Furthermore,  
the Company was required to pay $6,016 during 2006 of investment banker fees and expenses related 
to the $45,000 payment received, which are included in Merger costs in the Consolidated Statements  
of Income for the year ended December 31, 2006.



112 • IMS 2006 ANNUAL REPORT

Notes To Consolidated Financial Statements (continued)

Dollars and shares in thousands, except per share data.

Note 18. Supplemental Financial Data

Accounts receivable, net:	 At December 31,

				    2006	 2005

Trade and notes. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	307,440	 $	267,992
Less: Allowances. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  (7,860)		  (7,629)
Unbilled receivables. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 	 67,833	 	 36,939

										          $	367,413	 $	297,302

Other current assets:	 At December 31,

				    2006	 2005

Deferred income taxes. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	 30,995	 $	 31,849
Prepaid expenses. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  62,382		  63,999
Work-in-process inventory. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  61,912		  53,643
Other	. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  13,245	 	 11,274

										          $	168,534	 $	160,765

Property, plant and equipment, net:	 At December 31,

					     Estimated 
			   2006	 2005	 Useful Lives

Buildings. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	 85,406	 $	 94,492		 40–50 years
Less: Accumulated depreciation. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  (23,030)		  (28,107)		
Machinery and equipment. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  209,068		  204,137		  3–12 years
Less: Accumulated depreciation. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		 (138,878)		 (137,781)		
Leasehold improvements, less accumulated  

amortization of $19,635 and $14,688, respectively . .  .  .  .  .  .  .  .  .  .  .  .  . 		  11,897		  10,836	
Land	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  3,727	 	 5,009	

								        $	148,190	 $	148,586

Computer software and Goodwill:			  External Use 	 Internal Use 
			   Software 	 Software 	 Goodwill

January 1, 2005. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	166,499	 $	 63,522	 $	302,229
Additions at cost . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  29,250		  57,698		  172,456
Amortization. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  (39,142)		  (27,880)		  —
Other deductions and foreign exchange . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  (200)		  (8,449)		  (17,679)

December 31, 2005. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	156,407	 $	 84,891	 $	457,006
Additions at cost . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 	 42,732		  41,949		  41,559
Amortization. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 	 (43,297)		  (33,048)		  —
Other deductions and foreign exchange . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 	 (3,866)		  9,517		  33,045

December 31, 2006. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	151,976	 $	103,309	 $	531,610
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Accumulated amortization of total computer software was $485,205 and $408,007 at December 31, 
2006 and 2005, respectively. Accumulated amortization of external use computer software is $196,847 
and $153,965 at December 31, 2006 and 2005, respectively.

Other assets:	 At December 31,

				    2006	 2005

Long-term pension assets. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	 97,279	 $	136,742
Long-term deferred tax asset . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  38,691		  48,414
Deferred charges and other intangible assets . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  105,217		  88,881
Other	. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  30,628	 	 25,046

				    $	271,815	 $	299,083

Accounts payable:	 At December 31,

				    2006	 2005

Trade	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	 44,596	 $	 39,270
Taxes other than income taxes . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  31,478		  26,737
Other	. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  5,939	 	 5,730

				    $	 82,013	 $	 71,737

Accrued and other current liabilities:	 At December 31,

				    2006	 2005

Salaries, wages, bonuses and other compensation. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	 95,837	 $	 73,720
Accrued data acquisition costs . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  61,086		  53,749
Accrued severance and other costs . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  4,845		  16,824
Other	. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  94,904	 	 87,182

				    $	256,672	 $	231,475

Other liabilities:	 At December 31,

				    2006	 2005

Long-term tax liability. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	 21,700	 $	 50,300
Deferred tax liability . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 			  133,417		  122,223
Other	. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 			  13,032	 	 14,316

			   	 $	168,149	 $	186,839
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Note 19. Operations by Business Segment

Operating segments are defined as components of an enterprise about which financial information is 
available that is evaluated on a regular basis by the chief operating decision-maker, or decision-making 
groups, in deciding how to allocate resources to an individual segment and in assessing performance of 
the segment. The Company operates a globally consistent business model, offering pharmaceutical busi-
ness information, analytics and related services to its customers in more than 100 countries. See Note 1.

The Company maintains regional geographic management to facilitate local execution of its global 
strategies. However, the Company maintains global leaders for the majority of its critical business 
processes; and the most significant performance evaluations and resource allocations made by the 
Company’s chief operating decision makers are made on a global basis. As such, the Company has  
concluded that it maintains one operating and reportable segment.

Operating Results by Geographic Region

The following represents selected geographic information for the regions in which the Company  
operates as of and for the years ended December 31, 2006, 2005 and 2004.

				    Corporate 
	 Americas1	 EMEA2	 Asia Pacific3	 & Other	 Total IMS

Year Ended December 31, 2006:
Operating Revenue4 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	880,669	 $	 812,876	 $	265,043		  —	 $	1,958,588
Operating Income (Loss)5. .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	305,823	 $	 121,337	 $	110,566	 $	 (93,540)	 $	 444,186
Total Assets. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	648,989	 $	 897,152	 $	178,284	 $	182,169	 $	1,906,594

Year Ended December 31, 2005:
Operating Revenue4 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	779,855	 $	 735,348	 $	239,588		  —	 $	1,754,791
Operating Income (Loss)5. .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	292,195	 $	 107,553	 $	106,170	 $	 (85,098)	 $	 420,820
Total Assets. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	578,640	 $	 791,210	 $	157,442	 $	445,728	 $	1,973,020

Year Ended December 31, 2004:
Operating Revenue4 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	707,471	 $	 654,336	 $	207,238		  —	 $	1,569,045
Operating Income (Loss)5. .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	278,822	 $	 105,510	 $	107,714	 $	(105,585)	 $	 386,461
Total Assets. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	434,001	 $	1,020,115	 $	158,206	 $	278,384	 $	1,890,706

Notes to Geographical Financial Information:

1	 Americas includes the United States, Canada and Latin America. Americas included Operating Revenue in the United States of $716,880, 
$633,117, and $571,245 in 2006, 2005, and 2004, respectively, and Total Assets of $519,913, $476,320, and $330,479 in 2006, 2005, and 
2004, respectively.

2	 EMEA includes countries in Europe, the Middle East and Africa.
3	 Asia Pacific includes Japan, Australia and other countries in the Asia Pacific region. 
4	 Operating Revenue relates to external customers and is primarily based on the location of the customer. The Operating Revenue for the geographic 

regions includes the impact of foreign exchange in converting results into U.S. dollars.
5	 Operating Income for the three geographic regions does not reflect the allocation of certain expenses that are maintained in Corporate and Other and 

as such, is not a true measure of the respective regions’ profitability. The Operating Income amounts for the geographic segments include the impact of 
foreign exchange in converting results into U.S. dollars. For the year ended December 31, 2004, Severance, impairment and other charges of $6,979, 
$26,908, and $2,132 for the Americas, EMEA, and Asia Pacific, respectively, are presented in Corporate and Other.
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A summary of the Company’s operating revenue by product line for the years ended December 31, 
2006, 2005 and 2004 is presented below:

	 Years Ended December 31,

			   2006	 2005	 2004

Sales Force Effectiveness. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	 927,161	 $	 846,505	 $	 778,942
Portfolio Optimization. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  555,594		  509,075		  459,086
Launch, Brand and Other. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 		  475,833		  399,211		  331,017

Operating Revenue. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 	 $	1,958,588	 $	1,754,791	 $	1,569,045

Note 20. Subsequent Events

On January 29, 2007, the Company purchased 6,135 shares of outstanding Common Stock at an initial 
cost of approximately $170,000 pursuant to an ASR. The ASR agreement provides for the final settle-
ment amount to be in stock if the Company were to owe an amount to the bank, or in either cash or 
additional shares of the Company’s Common Stock, at the Company’s sole discretion, if the bank were 
to owe the Company an amount. The final settlement amount will increase or decrease based on its 
share price over the settlement period. The Company funded the ASR through its existing bank credit 
facilities (see Note 10).
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Quarterly Financial Data (Unaudited)

(Dollars and shares in thousands, except per share data)

	 Three Months Ended1	

2006 	 Mar-31	 Jun-30	 Sep-30	 Dec-31	 Full Year

Operating Revenue. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	446,154	 $	486,220	 $	482,706	 $	543,508	 $	1,958,588
Operating Costs (exclusive of Depreciation  

and Amortization) . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	197,917	 $	211,872	 $	209,178	 $	230,692	 $	 849,659
Operating Income. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 96,736	 $	106,326	 $	115,389	 $	125,736	 $	 444,187
Net Income2. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	118,097	 $	 62,683	 $	 69,264	 $	 65,467	 $	 315,511

Basic Earnings Per Share of Common Stock: 
Net Income. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 0.56	 $	 0.31	 $	 0.34	 $	 0.33	 $	 1.56

Diluted Earnings Per Share of Common Stock: 
Net Income. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 0.56	 $	 0.30	 $	 0.34	 $	 0.32	 $	 1.53

	 Three Months Ended1	

2005	 Mar-31	 Jun-30	 Sep-30	 Dec-31	 Full Year

Operating Revenue. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	410,984	 $	433,282	 $	432,796	 $	477,729	 $	1,754,791
Operating Costs (exclusive of Depreciation  

and Amortization) . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	180,006	 $	185,311	 $	195,484	 $	198,288	 $	 759,089
Operating Income. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 96,872	 $	103,297	 $	102,231	 $	118,420	 $	 420,820
Net Income3. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 30,343	 $	 93,179	 $	 71,140	 $	 89,429	 $	 284,091

Basic Earnings Per Share of Common Stock: 
Net Income. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 0.13	 $	 0.41	 $	 0.31	 $	 0.39	 $	 1.24

Diluted Earnings Per Share of Common Stock: 
Net Income. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 0.13	 $	 0.41	 $	 0.30	 $	 0.38	 $	 1.22

1	 Refer to Notes 6 and 17 for additional information regarding significant items impacting the Consolidated Statements of Income during 2006 and 
2005.

2	 Includes pre-tax $45,000 payment received from Nielsen related to the terminated merger between IMS and Nielsen (see Note 17).
3	 Includes a reimbursement of pre-tax $15,000 from Nielsen in the three months ended December 31, 2005 for costs incurred by the Company related 

to the terminated merger between IMS and Nielsen (see Note 17).
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Five-Year Selected Financial Data (Unaudited)

(Dollars and shares in thousands, except per share data)

	 2006	 2005	 2004	 2003	 2002

Results of Operations: 
Operating Revenue. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	1,958,588	 $	1,754,791	 $	1,569,045	 $	1,381,761	 $	1,219,440
Costs and expenses1. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  1,514,402		  1,333,971		  1,182,584		  1,020,269		  816,417

Operating Income. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  444,186		  420,820		  386,461		  361,492		  403,023
Non-Operating Income (Loss), net2 . .  .  .  .  .  .  .  		  4,559		  33,433		  27,978		  (37,169)		  (24,270)

Income before provision for income taxes. .  .  .  		  448,745		  454,253		  414,439		  324,323		  378,753
Provision for income taxes. .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  (133,234)		  (170,162)		  (129,181)		  (165,954)		  (114,964)
TriZetto equity income (loss),  

net of income taxes. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  —		  —		  164		  (4,248)		  (873)
TriZetto impairment charge,  

net of income taxes3. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  —		  —		  —		  (14,842)		  (26,118)

Income from continuing operations . .  .  .  .  .  .  .  		  315,511		  284,091		  285,422		  139,279		  236,798
Income from discontinued operations,  

net of income taxes4. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  —		  —		  —		  2,779		  29,317
Gain on discontinued operations4. .  .  .  .  .  .  .  .  .  		  —		  —		  —		  496,887		  —

Net Income. . . . . . . . . . . . . . . . . . . . . . . . . . 	 $	 315,511	 $	 284,091	 $	 285,422	 $	 638,945	 $	 266,115

Basic Earnings Per Share of Common Stock: 
	 Income from continuing operations. .  .  .  .  .  .  	 $	 1.56	 $	 1.24	 $	 1.22	 $	 0.57	 $	 0.83
	 Income from discontinued operations. .  .  .  .  		  —		  —		  —		  2.04		  0.10

Basic Earnings Per Share of Common Stock. .  	 $	 1.56	 $	 1.24	 $	 1.22	 $	 2.61	 $	 0.93

Weighted average number  
of shares outstanding—basic . .  .  .  .  .  .  .  .  .  .  .  		  202,641		  228,615		  233,199		  245,033		  285,851

Diluted Earnings Per Share of Common Stock: 					   
	 Income from continuing operations. .  .  .  .  .  .  	 $	 1.53	 $	 1.22	 $	 1.20	 $	 0.56	 $	 0.83
	 Income from discontinued operations. .  .  .  .  	 	 —		  —		  —		  2.02		  0.10

Diluted Earnings Per Share of Common Stock		 $	 1.53	 $	 1.22	 $	 1.20	 $	 2.58	 $	 0.93

Weighted average number  
of shares outstanding—diluted. .  .  .  .  .  .  .  .  .  .  		  206,598		  232,484		  237,705		  247,263		  286,663

As a % of operating revenue:
	 Operating Income. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  22.7%		  24.0%		 24.6%		 26.2%		  33.0%
	 Income from continuing operations. .  .  .  .  .  .  		  16.1%		  16.2%		 18.2%		 10.1%		  19.4%

Cash dividend declared per Common Stock. .  	 $	 0.12	 $	 0.08	 $	 0.08	 $	 0.08	 $	 0.08

Balance Sheet Data: 	 				  
Shareholders’ Equity . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	 33,909	 $	 415,055	 $	 255,714	 $	 189,577	 $	 222,256
Total Assets. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	1,906,594	 $	1,973,020	 $	1,890,706	 $	1,644,338	 $	1,618,528
Postretirement and postemployment benefits. .  	 $	 85,846	 $	 110,782	 $	 99,899	 $	 86,920	 $	 73,813
Long-term debt and other liabilities. .  .  .  .  .  .  .  	 $	1,143,555	 $	 798,270	 $	 878,996	 $	 429,363	 $	 432,894

1	 2006 and 2005 include merger costs of $6,016 and $17,928, respectively related to the terminated merger with Nielsen (see Note 17). 2004 
includes charges related to Severance, impairment and other charges of $36,890. 2003 includes charges related to Severance, impairment and other 
charges of $37,220. Refer to Notes 6, 8, and 17 for additional information regarding significant items impacting the Consolidated Statements of 
Income during the three years ended December 31, 2006.

2	 2006 and 2005 include pre-tax payments received from Nielsen of $45,000 and $15,000, respectively, related to the terminated merger (see 
Note 17). 2004 includes a gain from the sale of TriZetto shares of $38,803, gains (losses) from investments, net of $11,892 and the SAB No. 51 
loss related to issuance of investees’ stock of $184. 2003 includes gains (losses) from investments, net of $258 and the SAB No. 51 loss related to 
issuance of investees’ stock of $420. 2002 includes gains (losses) from investments, net of $7,268 and the SAB No. 51 loss related to issuance of 
investees’ stock of $951. 2001 includes loss on Gartner shares of $84,880, gains (losses) from investments, net of $(25,687) and the SAB No. 51 
loss related to issuance of investees’ stock of $6,679. Refer to Notes 4, 8, 9 and 17 for additional information regarding significant items impacting 
the Consolidated Statements of Income during the three years ended December 31, 2006.

3	 TriZetto impairment charge, net of income taxes includes taxes of $9,565 and $16,832 in 2003 and 2002, respectively (See Note 8).
4 	Income from discontinued operations, net of income taxes includes a tax provision of $1,237 and $15,440 for 2003 and 2002, respectively.
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Item 9. Changes in and Disagreements with Accountants on Accounting and 
Financial Disclosure

None.

Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

The Company maintains disclosure controls and procedures that are designed to ensure that informa-
tion required to be disclosed in the reports that the Company files or submits to the SEC under the 
Securities Exchange Act of 1934, as amended (the “Exchange Act”), is recorded, processed, summarized 
and reported within the time periods specified in the SEC’s rules and forms, and that such information 
is accumulated and communicated to the Company’s management, including its principal executive and 
principal financial officers, or persons performing similar functions, as appropriate, to allow timely deci-
sions regarding required disclosure. In designing and evaluating the disclosure controls and procedures, 
management recognized that any controls and procedures, no matter how well designed and operated, 
can provide only reasonable assurance of achieving the desired control objectives, as the Company’s dis-
closure controls and procedures are designed to do. Thus, management necessarily was required to apply 
its judgment in evaluating the cost-benefit relationship of possible controls and procedures. 

The Company’s Chief Executive Officer and Chief Financial Officer have evaluated the effectiveness 
of the Company’s disclosure controls and procedures (as such term is defined in Rules 13a-14c and 
15d-14c under the Exchange Act) as of December 31, 2006 (the “Evaluation Date”). Based on such 
evaluation, such officers have concluded that, as of the Evaluation Date, the Company’s disclosure con-
trols and procedures are effective to ensure that information required to be disclosed by the Company 
in the reports that the Company files or submits under the Exchange Act is recorded, processed, sum-
marized and reported within the time periods specified in the SEC’s rules and forms and to ensure that 
information required to be disclosed by the Company in the reports that the Company files or submits 
under the Exchange Act is accumulated and communicated to the Company’s management, including 
its principal executive and principal financial officers, or persons performing similar functions, as appro-
priate to allow timely decisions regarding required disclosure.
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Design and Evaluation of Internal Control Over Financial Reporting

Pursuant to Section 404 of the Sarbanes-Oxley Act of 2002, we included a report of our management’s 
assessment of the design and effectiveness of our internal controls as part of this Annual Report on 
Form 10-K for the year ended December 31, 2006. Our independent registered public accounting firm 
also attested to, and reported on, our management’s assessment of the effectiveness of internal control 
over financial reporting. Our management’s report and our independent registered public accounting 
firm’s attestation report are set forth in Part II, Item 8 of this Annual Report on Form 10-K under the 
captions entitled “Management’s Report on Internal Control Over Financial Reporting” and “Report 
of Independent Registered Public Accounting Firm.”

Changes in Internal Control over Financial Reporting

There have been no changes in the Company’s internal control over financial reporting that occurred 
during the period covered by this report that have materially affected, or are reasonably likely to materi-
ally affect, the Company’s internal control over financial reporting. 

Item 9B. Other Information

Not applicable.

Part III

Item 10. Directors, Executive Officers and Corporate Governance

Information about our directors and nominees in response to this Item, including information relat-
ing to our audit committee and audit committee financial expert, will be set forth in the section 
entitled “Proposal No. 1: Election of Directors” in our Definitive Proxy Statement (the “2007 Proxy 
Statement”) relating to our Annual Meeting of Shareholders to be held on May 4, 2007, which infor-
mation is incorporated herein by reference. Information about the Company’s executive officers is 
set forth in the section entitled “Executive Officers of the Registrant” on pages 35 through 37 of this 
Annual Report on Form 10-K.

Information about the filing of reports by our directors, executive officers and 10% stockholders 
under Section 16(a) of the Exchange Act will be set forth under the section “Section 16(a) Beneficial 
Ownership Reporting Compliance” in the 2007 Proxy Statement. Information relating to our Code of 
Ethics for Principal Executive Officer and Senior Financial Officers is set forth in Part I, Item 1 of this 
Annual Report on Form 10-K.

Item 11. Executive Compensation

Information in response to this Item will be set forth in the sections entitled “Proposal No. 1: Election 
of Directors” and “Compensation of Executive Officers” in our 2007 Proxy Statement, which informa-
tion is incorporated herein by reference.
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Item 12. Security Ownership of Certain Beneficial Owners and Management 
and Related Stockholder Matters

Information in response to Item 403 of Regulation S-K will be set forth in the section entitled 
“Security Ownership of Management and Principal Shareholders” in our 2007 Proxy Statement, which 
information is incorporated herein by reference.

The following table provides information as of December 31, 2006, regarding certain outstanding awards 
and shares remaining available for future issuance under our compensation plans under which equity 
securities are authorized for issuance (excluding 401(k) plans, ESOPs and similar tax-qualified plans):

			   Number of securities 
	 Number of securities to be	 Weighted-average	 remaining available for future 
	 issued upon exercise of	 exercise price of	 issuance under equity 
	 outstanding options,	 outstanding options,	 compensation plans (excluding 
	 warrants and rights2	 warrants and rights3	 securities reflected in column (a))4 
Plan Category	 (a)	 (b)	 (c)

Equity compensation plans approved  
by security holders. .  .  .  .  .  .  .  .  .  .  .  .  .  	 19,463,4071	 $	23.66		 12,374,825

Equity compensation plans not  
approved by security holders. .  .  .  .  .  .  	 4,026,425		  22.44		  1,682,994

Total	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 23,489,832	 $	23.43		 14,057,819

1	 The number of securities to be issued includes 64,068 shares issuable for achievement of the target level of performance under our Long Term Incentive 
Plan (the “LTIP”) for the performance cycle ending December 31, 2007. Up to 64,087 additional shares would be issuable for that LTIP perfor-
mance cycle if the maximum performance were achieved (with a corresponding reduction in the number of share remaining available in column (c) of 
this row). Although not reflected in the table, we are committed to issue shares to three executive officers upon completion of the performance cycle end-
ing December 31, 2007 with targeted value of $3,353,000 and a maximum value of $6,706,000, depending on the level of performance achieved, 
with the number of shares issuable to be determined based on the fair market value of shares at the end of the performance cycle.

2	 For programs providing for variable levels of earning of shares over performance periods ending December 31, 2006, the number of shares shown in 
this column is based on the actual number earned by performance through December 31, 2006. 

3	 Weighted-average exercise price is calculated only for options and stock appreciation rights that have an exercise price. Thus, deferred stock and similar 
full-value awards which are treated as outstanding “rights” for purposes of column (a) of this Table but which have no exercise price, are not included in 
the calculation of weighted-average exercise price. Restricted stock is not considered a “right” because actual shares are issued at the grant date, subject 
to a risk of forfeiture and restrictions on transferability. 

4	 Of the shares remaining available for future issuance, the numbers of shares that may be issued under our plans at December 31, 2006, were as 
follows: 1998 Employees’ Stock Incentive Plan, 10,101,140 shares; 2000 Stock Incentive Plan, 1,682,994 shares; and 1998 Non-Employee 
Directors’ Stock Incentive Plan, 218,513 shares. All of these shares are available for issuance as “full-value” awards, which includes restricted stock, 
restricted stock units, stock granted as a bonus, as well as stock options and stock appreciation rights. Of the shares remaining available for future issu-
ance, 2,055,172 shares remain available under the Company’s Employee Stock Purchase Plan, a stock purchase plan meeting the requirements of 
Section 423 of the Internal Revenue Code.

Our equity compensation plans that have not been approved by our shareholders are the 2000 Stock 
Incentive Plan and certain shares authorized for grant under the 1998 Non-Employee Directors’ Stock 
Incentive Plan. Set forth below is a description of the material features of these plans:

The 2000 Stock Incentive Plan provides for the grant of options and other equity awards to 
employees, excluding executive officers and directors. The Board of Directors adopted the Plan 
in 2000. Grants under the Plan are determined, and the Plan is administered by the Human 
Resources Committee of the Board of Directors (the “Committee”) and certain officers to whom 
the Committee has delegated authority. The features of the Plan are similar to those of the 1998 
Employees’ Stock Incentive Plan, authorizing grants of non-qualified stock options, stock appre-
ciation rights, restricted stock, restricted stock units, dividend equivalents, and other stock-based 
awards. The Committee sets vesting terms of awards at grant; in some cases options or awards may 
vest upon the achievement of pre-set performance goals. To date, we have granted primarily options 
and restricted stock units under the Plan. Options must have an exercise price of at least 100% of 
the fair market value of the Common Stock on the grant date, and a term not exceeding ten years. 
Upon termination of employment, unvested options generally are forfeited and vested options 
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Dollars and shares in thousands, except per share data.

expire 90 days after termination, except terms that are more favorable apply in the case of death, 
disability and retirement or as determined by the Committee. The exercise price may be paid in 
cash or by surrender of previously acquired shares. Restricted stock units granted under the Plan are 
settled by delivery of shares, and generally have been subject to a risk of forfeiture upon termination 
of employment for a period of one to four years, except more favorable terms apply to termina-
tion due to death, disability or retirement. Holders of restricted stock units are entitled to dividend 
equivalents payable in cash upon vesting. The Committee has specified that certain awards under the 
Plan will become vested upon a change in control of IMS.

The 1998 Non-Employee Directors’ Stock Incentive Plan currently provides for the grant 
of options and restricted stock to non-employee directors. Under Securities and Exchange 
Commission rules governing the above table, the Plan is considered approved by security holders 
but was amended by the Board of Directors to add 226,678 shares in 2000. Grants under the Plan 
are determined, and the Plan is administered by, the Human Resources Committee of the Board of 
Directors, subject to the review and approval of the full Board of Directors. Options must have an 
exercise price of at least 100% of the fair market value of the Common Stock on the grant date, and 
a term not exceeding ten years. The Committee sets vesting terms of awards at grant. Upon termi-
nation of service as a director, unvested options generally are forfeited and vested options expire 90 
days after termination, except more favorable terms, including non-forfeiture of unvested options, 
apply in the case of death, disability and retirement or as determined by the Committee. The 
exercise price may be paid in cash or by surrender of previously acquired shares. Restricted stock 
granted under the Plan is subject to a risk of forfeiture upon termination of service as a director, 
except in the case of death or disability or as otherwise determined by the Committee, for a period 
specified by the Committee.

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

Not applicable.

Item 14. Principal Accountant Fees and Services

Information in response to this item will be set forth in the section entitled “Proposal No. 2: 
Appointment of and Relationship with Independent Registered Public Accounting Firm” in our  
2007 Proxy Statement, which information is incorporated herein by reference.
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Part IV

Item 15. Exhibits and Financial Statement Schedule

(a)	 List of documents filed as part of this report.

	 (1)	 Consolidated Financial Statements.

See Index to Consolidated Financial Statements and Financial Statement Schedule on page 124 
and in Part II, Item 8 of this Annual Report on Form 10-K.

	 (2)	 Consolidated Financial Statement Schedule.

See Index to Consolidated Financial Statements and Financial Statement Schedule on page 124 
and in Part II, Item 8 of this Annual Report on Form 10-K.

	 (3)	 Other Financial Information.

Five-Year Selected Financial Data. See Index to Consolidated Financial Statements and Financial 
Statement Schedule on page 124 and in Part II, Item 8 of this Annual Report on Form 10-K.

(b)	 Exhibits.

See Index to Exhibits on pages 125 to 132 of this Annual Report on Form 10-K, which indicates 
which Exhibits are management contracts or compensatory plans required to be filed as Exhibits.

(c)	 Financial Statement Schedule.

See Index to Consolidated Financial Statements and Financial Statement Schedule on page 124 and 
in Part II, Item 8 of this Annual Report on Form 10-K.

Signatures

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the 
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly 
authorized.

IMS Health Incorporated 
(Registrant)	

By: /s/ David R. Carlucci	

David R. Carlucci 
Chairman, Chief Executive Officer and President	

Date: February 26, 2007	
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Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below 
by the following persons on behalf of the registrant and in the capacities and on the date indicated.

/s/ David R. Carlucci	 Chairman, Chief Executive Officer, President and Director
David R. Carlucci	 (principal executive officer)

/s/ Leslye G. Katz	 Senior Vice President and Chief Financial Officer
Leslye G. Katz	 (principal financial officer)

/s/ Harshan Bhangdia	 Vice President and Controller
Harshan Bhangdia	 (principal accounting officer)

/s/ Constantine L. Clemente	
Constantine L. Clemente	 Director

/s/ James D. Edwards	
James D. Edwards	 Director

/s/ Kathryn E. Giusti	
Kathryn E. Giusti	 Director

/s/ John P. Imlay, Jr.	
John P. Imlay, Jr.	 Director

/s/ Robert J. Kamerschen	
Robert J. Kamerschen	 Director

/s/ H. Eugene Lockhart	
H. Eugene Lockhart	 Director

/s/ M. Bernard Puckett	
M. Bernard Puckett	 Director

/s/ William C. Van Faasen	
William C. Van Faasen	 Director

/s/ Bret W. Wise	
Bret W. Wise	 Director

Date: February 26, 2007
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IMS Health Incorporated and Subsidiaries  
Schedule II—Valuation and Qualifying Accounts  
For the years ended December 31, 2006, 2005 and 2004 
(In thousands)

	 COL. A	 COL. B 	 COL. C	 COL. D	 COL. E

	 Additions		

	 Balance	 Charged to	 Charged		  Balance 
	 Beginning of	 Costs and	 to Other		  at End of 
Description	 Period	 Expenses	 Accounts	 Deductions	 Period

Allowance for accounts receivable: 
	 For the Year Ended December 31, 2006. .  .  .  .  .  .  	 $	 7,629	 $	 1,993	 $	 339a	 $	2,101b	 $	 7,860
	 For the Year Ended December 31, 2005. .  .  .  .  .  .  	 $	 8,270	 $	 6,507	 $	2,774a	 $	9,922b	 $	 7,629
	 For the Year Ended December 31, 2004. .  .  .  .  .  .  	 $	 4,429	 $	 3,997	 $	6,617a	 $	6,773b	 $	 8,270
Valuation allowance deferred income taxes: 
	 For the Year Ended December 31, 2006. .  .  .  .  .  .  	 $	24,193	 $	 130c	 $	 —	 $	3,245	 $	21,078
	 For the Year Ended December 31, 2005. .  .  .  .  .  .  	 $	12,382	 $	10,272c	 $	2,029d	 $	 490	 $	24,193
	 For the Year Ended December 31, 2004. .  .  .  .  .  .  	 $	 9,146	 $	 3,395c	 $	 —	 $	 159	 $	12,382

Notes:
a	 Amounts represent estimated customer credits which were recorded as a reduction to revenue at the time of revenue recognition.
b	 The charge-off of uncollectible accounts and issuance of credits for which a reserve was provided in prior periods.
c	 Valuation allowances on assets related to additional Net Operating Losses created during the year where, based on available evidence, it is more likely 

than not that such assets will not be realized.
d	 Includes valuation allowance for Pharmetrics Net Operating Losses acquired in 2005.
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Number	 Description 

3 	 Articles of Incorporation and By-laws

	. 1	 Restated Certificate of Incorporation of IMS Health Incorporated dated May 29, 1998 (incorporated 
by reference to Exhibit 3.1 to Registrant’s Registration Statement on Form 10 filed on June 12, 1998).

	. 2	 Certificate of Amendment of Restated Certificate of Incorporation of IMS Health Incorporated dated 
March 22, 1999 (incorporated by reference to Exhibit 3.2 to Registrant’s Quarterly Report on Form 
10-Q for the quarter ended March 31, 1999 filed on May 17, 1999).

	. 3	 Second Amended and Restated By-Laws of IMS Health Incorporated (incorporated by reference to 
Exhibit 3.1 to Registrant’s Current Report on Form 8-K filed on December 21, 2006).

4 	 Instruments Defining Rights of Security Holders, Including Indentures

	. 1	 Rights Agreement dated as of June 15, 1998 between IMS Health Incorporated and First Chicago 
Trust Company of New York (incorporated by reference to Exhibit 10.20 to Registrant’s Annual 
Report on Form 10-K for the year ended December 31, 1998 filed on March 1, 1999).

	. 2	 Amendment No. 1 to the Rights Agreement dated as of March 28, 2000 between IMS Health 
Incorporated and First Chicago Trust Company of New York (incorporated by reference to Exhibit 
4.1 to Registrant’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2000 filed on 
May 15, 2000).

	. 3	 Amendment No. 2 to the Rights Agreement dated as of July 18, 2000 between IMS Health 
Incorporated and First Chicago Trust Company of New York (incorporated by reference to Exhibit 
4.1 to Registrant’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2000 filed 
on November 13, 2000).

	. 4	 Amendment No. 3, dated July 10, 2005, to the Rights Agreement, dated as of June 15, 1998 between 
IMS Health Incorporated and First Chicago Trust Company of New York (incorporated by reference 
to Exhibit 4.1 to Registrant’s Current Report on Form 8-K filed on July 11, 2005).

	. 5	 Amendment No. 4, dated February 16, 2006, to the Rights Agreement, dated as of June 15, 1998 
between IMS Health Incorporated and First Chicago Trust Company of New York (incorporated by 
reference to Exhibit 4.1 to Registrant’s Current Report on Form 8-K filed on February 17, 2006).

	. 6	 Note Purchase Agreement dated as of January 15, 2003, between IMS Health Incorporated and each 
purchaser party thereto relating to the issuance and sale of $150,000,000 aggregate principal amount 
of 4.60% Senior Notes due 2008 (incorporated by reference to Exhibit 4.4 to the Registrant’s Annual 
Report on Form 10-K for the year ended December 31, 2002 filed on March 14, 2003).

	. 7	 First Amendment dated as of August 26, 2005 to the Note Purchase Agreement dated as of January 
15, 2003, among IMS Health Incorporated and each purchaser party thereto relating to the issuance 
and sale of $150,000,000 aggregate principal amount of 4.60% Senior Notes due 2008 (incorporated 
by reference to Exhibit 4.1 to Registrant’s Quarterly Report on Form 10-Q for the quarter ended 
September 30, 2005 filed on November 2, 2005).

	. 8	 Second Amendment dated as of December 15, 2006 to Note Purchase Agreement dated as of January 
15, 2003, among IMS Health Incorporated and each purchaser party thereto relating to the issuance 
and sale of $150,000,000 aggregate principal amount of 4.60% Senior Notes due 2008 (incorporated 
by reference to Exhibit 4.1 to Registrant’s Current Report on Form 8-K filed on December 21, 2006).

	. 9	 Master Note Purchase Agreement, dated January 27, 2006, among IMS Japan K.K., IMS Health 
Incorporated, AIG Edison Life Insurance Company, American General Life and Accident Insurance 
Company, AIG Annuity Insurance Company, American General Life Insurance Company, Metropolitan 
Life Insurance Company, The Travelers Insurance Company, Monumental Life Insurance Company, 
Transamerica Life Insurance Company, New York Life Insurance Company and New York Life 
Insurance and Annuity Corporation (incorporated by reference to Exhibit 99.1 to Registrant’s Current 
Report on Form 8-K filed on February 1, 2006).

	. 10	 Master Note Purchase Agreement, dated April 27, 2006, among IMS Health Incorporated, The 
Northwestern Mutual Life Insurance Company, The Northwestern Mutual Life Insurance Company 
for its Group Annuity Separate Account, Metropolitan Life Insurance Company, MetLife Investors 
Insurance Company, MetLife Investors USA Insurance Company and The Travelers Life and Annuity 
Reinsurance Company (incorporated by reference to Exhibit 99.1 to Registrant’s Current Report on 
Form 8-K filed on May 2, 2006).
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10 	 Material Contracts

	. 1	 Distribution Agreement between Cognizant Corporation and IMS Health Incorporated, dated as of 
June 30, 1998 (incorporated by reference to Exhibit 10.1 to Registrant’s Annual Report on Form  
10-K for the year ended December 31, 1998 filed on March 1, 1999).

	. 2	 Tax Allocation Agreement between Cognizant Corporation and IMS Health Incorporated, dated as of 
June 30, 1998 (incorporated by reference to Exhibit 10.2 to Registrant’s Annual Report on Form  
10-K for the year ended December 31, 1998 filed on March 1, 1999).

	. 3	 Employee Benefits Agreement between Cognizant Corporation and IMS Health Incorporated, dated 
as of June 30, 1998 (incorporated by reference to Exhibit 10.3 to Registrant’s Annual Report on Form 
10-K for the year ended December 31, 1998 filed on March 1, 1999).

	. 4	 Amended and Restated Transition Services Agreement among The Dun & Bradstreet Corporation, 
The New Dun & Bradstreet Corporation, Cognizant Corporation, IMS Health Incorporated, 
ACNielsen Corporation and Gartner, Inc. (p.k.a. Gartner Group Inc.), dated as of June 30, 1998 
(incorporated by reference to Exhibit 10.4 to Registrant’s Annual Report on Form 10-K for the year 
ended December 31, 1998 filed on March 1, 1999).

	. 5	 Eighth Amended and Restated Agreement of Limited Partnership of IMS Health Licensing Associates, 
L.P., among IMS AG, Coordinated Systems Management, Inc., Utrecht-America Finance Co. and 
Edam, L.L.C., dated as of July 1, 2003 (incorporated by reference to Exhibit 10.5 to Registrant’s 
Annual Report on Form 10-K for the year ended December 31, 2004 filed on March 15, 2005).

	. 6	 Agreement of Limited Liability Company of IMS Health Licensing Associates, L.L.C. by and among 
IMS Health Incorporated, Coordinated Management Systems, Inc., IMS AG, Utrecht-America 
Finance Co. and Edam, L.L.C., dated as of March 17, 2005 (incorporated by reference to Exhibit 10.1 
to Registrant’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2005 filed on May 
6, 2005).

	. 7	 Amended and Restated Agreement of Limited Liability Company of IMS Health Licensing Associates, 
L.L.C. by and among IMS Health Incorporated, Coordinated Management Systems, Inc., IMS AG, 
Utrecht-America Finance Co. and Edam, L.L.C., dated as of July 1, 2006 (incorporated by reference to 
Exhibit 99.1 to Registrant’s Current Report on Form 8-K filed on July 6, 2006).

	. 8	 Second Amended and Restated IMS Health Guaranty made by IMS Health Incorporated in favor of 
Utrecht-America Finance Co. and Edam, L.L.C., dated as of July 1, 2003 (incorporated by reference 
to Exhibit 10.6 to Registrant’s Annual Report on Form 10-K for the year ended December 31, 2004 
filed on March 15, 2005).

	. 9	 Third Amended and Restated IMS Health Guaranty by IMS Health Incorporated in favor of Utrecht-
America Finance Co. and Edam, LLC, effective as of March 17, 2005 (incorporated by reference to 
Exhibit 4.1 to Registrant’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2005 
filed on May 6, 2005).

	. 10	 Fourth Amended and Restated IMS Health Guaranty made by IMS Health Incorporated in favor of 
Utrecht-America Finance Co. and Edam, L.L.C., dated as of July 1, 2006 (incorporated by reference to 
Exhibit 99.2 to Registrant’s Current Report on Form 8-K filed on July 6, 2006).

	. 11	 Undertaking of IMS Health Incorporated, dated June 30, 1998 (incorporated by reference to Exhibit 
10.25 to Registrant’s Annual Report on Form 10-K for the year ended December 31, 1998 filed on 
March 1, 1999).

	. 11.1	 Distribution Agreement among R.H. Donnelley Corporation (p.k.a. The Dun & Bradstreet 
Corporation), Cognizant Corporation and ACNielsen Corporation, dated as of October 28, 1996 
(incorporated by reference to Exhibit 10(x) to the Annual Report on Form 10-K of R.H. Donnelley 
Corporation (p.k.a. The Dun & Bradstreet Corporation) for the year ended December 31, 1996 filed 
on March 27, 1997).

	. 11.2	 Tax Allocation Agreement among R.H. Donnelley Corporation (p.k.a. The Dun & Bradstreet 
Corporation), Cognizant Corporation and ACNielsen Corporation, dated as of October 28, 1996 
(incorporated by reference to Exhibit 10(y) to the Annual Report on Form 10-K of R.H. Donnelley 
Corporation (p.k.a. The Dun & Bradstreet Corporation) for the year ended December 31, 1996 filed 
on March 27, 1997).
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	. 11.3	 Employee Benefits Agreement among R.H. Donnelley Corporation (p.k.a. The Dun & Bradstreet 
Corporation), Cognizant Corporation and ACNielsen Corporation, dated as of October 28, 1996 
(incorporated by reference to Exhibit 10(z) to the Annual Report on Form 10-K of R.H. Donnelley 
Corporation (p.k.a. The Dun & Bradstreet Corporation) for the year ended December 31, 1996 filed 
on March 27, 1997).

	. 11.4	 Amended and Restated Indemnity and Joint Defense Agreement among VNU N.V., VNU Inc., 
ACNielsen Corporation, Nielsen Media Research Inc., R.H. Donnelley Corporation, The Dun & 
Bradstreet Corporation, Moody’s Corporation and IMS Health Incorporated, dated July 30, 2004 
(incorporated by reference to Exhibit 10.1 to the Registrant’s Quarterly Report on Form 10-Q for 
the quarter ended June 30, 2004 filed on August 3, 2004).

	. 12	 Distribution Agreement between IMS Health Incorporated and Gartner, Inc. (p.k.a. Gartner Group 
Inc.), dated as of June 17, 1999 (incorporated by reference to Exhibit 10.1 to Registrant’s Quarterly 
Report on Form 10-Q for the quarter ended June 30, 1999 filed on August 10, 1999).

	. 13	 Distribution Agreement between IMS Health Incorporated and Synavant Inc., dated August 31, 2000 
(incorporated by reference to Exhibit 2.1 to the Registrant’s Current Report on Form 8-K filed 
September 15, 2000).

	. 14	 Tax Allocation Agreement between IMS Health Incorporated and Synavant Inc. dated August 31, 
2000 (incorporated by reference to Exhibit 2.4 to the Registrant’s Current Report on Form 8-K filed 
September 15, 2000).

	. 15	 Employee Benefits Agreement between IMS Health Incorporated and Synavant Inc. dated August 31, 
2000 (incorporated by reference to Exhibit 2.5 to the Registrant’s Current Report on Form 8-K filed 
September 15, 2000).

	. 16	 Distribution Agreement between IMS Health Incorporated and Cognizant Technology Solutions 
Corporation dated January 7, 2003 (incorporated by reference to Exhibit 10.13 to the Amendment 
No. 2 to Form S-4 Registration Statement of Cognizant Technology Solutions Corporation filed on 
January 9, 2003).

	. 17	 1998 IMS Health Incorporated Replacement Plan for Certain Non-Employee Directors Holding 
Cognizant Corporation Equity-Based Awards, as adopted effective July 1, 1998 (incorporated by refer-
ence to Exhibit 10.9 to Registrant’s Annual Report on Form 10-K for the year ended December 31, 
1998 filed on March 1, 1999).*

	. 18	 1998 IMS Health Incorporated Non-Employee Directors’ Stock Incentive Plan, as amended on July 
25, 2000 and restated to reflect such amendment (incorporated by reference to Exhibit 10.1 to the 
Registrant’s Registration Statement on Form S-8 filed on July 14, 2003).*

	. 19	 1998 IMS Health Incorporated Non-Employee Directors’ Stock Incentive Plan, as amended and 
restated through December 13, 2005 (incorporated by reference to Exhibit 10.17 to Registrant’s 
Annual Report on Form 10-K for the year ended December 31, 2005 filed on February 21, 2006).*

	. 20	 Form of Non-Employee Directors’ Stock Option Agreement (incorporated by reference to Exhibit 
10.10 to Registrant’s Annual Report on Form 10-K for the year ended December 31, 1998 filed on 
March 1, 1999).*

	. 21	 Form of Non-Employee Directors’ Stock Option Agreement (incorporated by reference to Exhibit 
10.2 to Registrant’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2004 filed 
on November 5, 2004).*

	. 22	 Form of Non-Employee Directors’ Restricted Stock Agreement (incorporated by reference to Exhibit 
10.11 to Registrant’s Annual Report on Form 10-K for the year ended December 31, 1998 filed on 
March 1, 1999).*

	. 23	 Form of Non-Employee Directors’ Restricted Stock Agreement (incorporated by reference to Exhibit 
10.1 to Registrant’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2004 filed 
on November 5, 2004).*

	. 24	 Form of Non-Employee Directors’ Restricted Stock Unit Agreement.*†

	. 25	 1998 IMS Health Incorporated Non-Employee Directors’ Deferred Compensation Plan (as amended and 
restated through August 1, 2002) (incorporated by reference to Exhibit 10.2 to the Registrant’s Quarterly 
Report on Form 10-Q for the quarter ended September 30, 2002 filed on November 14, 2002).*
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	. 26	 1998 IMS Health Incorporated Non-Employee Directors’ Deferred Compensation Plan (as amended 
and restated through January 27, 2006) (incorporated by reference to Exhibit 10.23 to Registrant’s 
Annual Report on Form 10-K for the year ended December 31, 2005 filed on February 21, 2006).*

	. 27	 Summary Sheet for Non-Employee Director Remuneration as in effect at February 16, 2006 (incor-
porated by reference to Exhibit 10.24 to Registrant’s Annual Report on Form 10-K for the year 
ended December 31, 2005 filed on February 21, 2006).*

	. 28	 Summary Sheet for Non-Employee Director Remuneration as in effect at April 18, 2006 (incorpo-
rated by reference to Exhibit 10.3 to Registrant’s Quarterly Report on Form 10-Q for the quarter 
ended March 31, 2006 filed on May 5, 2006).*

	. 29	 Summary Sheet for Non-Employee Director Remuneration as in effect at December 19, 2006.*†

	. 30	 1998 IMS Health Incorporated Replacement Plan for Certain Employees Holding Cognizant 
Corporation Equity-Based Awards, as adopted effective July 1, 1998 (incorporated by reference to 
Exhibit 10.8 to Registrant’s Annual Report on Form 10-K for the year ended December 31, 1998 
filed on March 1, 1999).*

	. 31	 1998 IMS Health Incorporated Employees’ Stock Incentive Plan (as amended and restated effective 
May 2, 2003) (incorporated by reference to Exhibit 10.7 to Registrant’s Annual Report on Form 10-K 
for the year ended December 31, 2003 filed on March 10, 2004).*

	. 32	 1998 IMS Health Incorporated Employees’ Stock Incentive Plan (as amended and restated effective 
May 5, 2006) (incorporated by reference to Appendix B to Registrant’s Proxy Statement on Schedule 
14A for the 2006 Annual Meeting of Shareholders, File No. 001-14049).*

	. 33	 IMS Health Incorporated 2000 Stock Incentive Plan (incorporated by reference to Exhibit 10.1 to the 
Registrant’s Current Report of Form S-8 filed January 16, 2001).*

	. 34	 Form of Employees’ Stock Option Agreements (incorporated by reference to Exhibit 10.13 to Registrant’s 
Annual Report on Form 10-K for the year ended December 31, 1998 filed on March 1, 1999).*

	. 35	 Forms A, B and C of Employees’ Stock Option Agreements (incorporated by reference to Exhibit 10.4 
to Registrant’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2004 filed on 
November 5, 2004).*

	. 36	 Form of Purchased Option Agreement (incorporated by reference to Exhibit 10.14 to Registrant’s 
Annual Report on Form 10-K for the year ended December 31, 1998 filed on March 1, 1999).*

	. 37	 Form of Employees’ Restricted Stock Unit Agreements (incorporated by reference to Exhibit 10.12 to 
Registrant’s Annual Report on Form 10-K for the year ended December 31, 1998 filed on March 1, 
1999).*

	. 38	 Forms A and B of Employees’ Restricted Stock Unit Agreements (incorporated by reference to 
Exhibit 10.3 to Registrant’s Quarterly Report on Form 10-Q for the quarter ended September 30, 
2004 filed on November 5, 2004).*

	. 39	 Forms A, B and C of Employees’ Restricted Stock Unit Agreements.*†

	. 40	 Forms of Change-in-Control Agreement for Certain Executives of IMS Health Incorporated (incor-
porated by reference to Exhibit 10.15 to Registrant’s Annual Report on Form 10-K for the year 
ended December 31, 2003 filed on March 10, 2004).*

	. 41	 Forms of Change-in-Control Agreement for Certain Executives of IMS Health Incorporated. *† 

	. 42	 Amended and Restated IMS Health Incorporated Employee Protection Plan, effective March 9, 2005 
(incorporated by reference to Exhibit 10.29 to Registrant’s Annual Report on Form 10-K for the year 
ended December 31, 2004 filed on March 15, 2005).*

	. 43	 IMS Health Incorporated Executive Annual Incentive Plan, as adopted effective July 1, 1998 (incorpo-
rated by reference to Exhibit 10.17 to Registrant’s Annual Report on Form 10-K for the year ended 
December 31, 1998 filed on March 1, 1999).*

	. 43.1	 Summary of 2005 Performance Goals and Award Opportunities under the IMS Health Incorporated 
Executive Annual Incentive Plan and Performance Restricted Stock Incentive Plan (incorporated 
by reference to Exhibit 10.30.1 to Registrant’s Annual Report on Form 10-K for the year ended 
December 31, 2004 filed on March 15, 2005).*
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	. 43.2	 Summary of 2006 Performance Goals and Award Opportunities under the IMS Health Incorporated 
Executive Annual Incentive Plan and Performance Restricted Stock Incentive Plan (incorporated 
by reference to Exhibit 10.35.2 to Registrant’s Annual Report on Form 10-K for the year ended 
December 31, 2005 filed on February 21, 2006).*

	. 44	 IMS Health Incorporated Long-Term Incentive Program (incorporated by reference to Exhibit 10.1 
to the Registrant’s Quarterly Report on Form 10-Q for the quarter ending June 30, 2001).*

	. 44.1	 Exhibit A to the IMS Health Incorporated Long-Term Incentive Program — Designation of 2005-
06 Performance Period, Performance Goal, and Award Opportunities (incorporated by reference to 
Exhibit 10.31.1 to Registrant’s Annual Report on Form 10-K for the year ended December 31, 2004 
filed on March 15, 2005).*

	. 44.2	 Exhibit A to the IMS Health Incorporated Long-Term Incentive Program — Designation of 2006-
07 Performance Period, Performance Goal, and Award Opportunities (incorporated by reference to 
Exhibit 10.36.2 to Registrant’s Annual Report on Form 10-K for the year ended December 31, 2005 
filed on February 21, 2006).* 

	. 45	 IMS Health Incorporated Supplemental Executive Retirement Plan (as amended and restated effective 
April 17, 2001) (incorporated by reference to Exhibit 10.18 to the Registrant’s Annual Report on 
Form 10-K for the year ended December 31, 2001 filed on March 21, 2002).*

	. 45.1	 First Amendment to the IMS Health Incorporated Supplemental Executive Retirement Plan (as amended 
and restated effective April 17, 2001) (incorporated by reference to Exhibit 10.2 to the Registrant’s 
Quarterly Report on Form 10-Q for the quarter ended June 30, 2003 filed on August 5, 2003).*

	. 45.2	 IMS Health Incorporated Supplemental Executive Retirement Plan (as amended and restated effective 
as of January 1, 2005).*†

	. 46	 IMS Health Incorporated Retirement Excess Plan, as adopted effective July 1, 1998 (incorporated by 
reference to Exhibit 10.19 to Registrant’s Annual Report on Form 10-K for the year ended December 
31, 1998 filed on March 1, 1999).*

	. 46.1	 First Amendment to the IMS Health Incorporated Retirement Excess Plan, dated September 1, 1999 
(incorporated by reference to Exhibit 10.7 to Registrant’s Quarterly Report on Form 10-Q for the 
quarter ended September 30, 1999 filed on November 15, 1999).*

	. 46.2	 IMS Health Incorporated Retirement Excess Plan (as amended and restated effective as of January 1, 
2005).*†

	. 47	 IMS Health Incorporated Savings Equalization Plan, as adopted effective July 1, 1998 (incorporated by 
reference to Exhibit 10.21 to Registrant’s Annual Report on Form 10-K for the year ended December 
31, 1998 filed on March 1, 1999).*

	. 47.1	 First Amendment to the IMS Health Incorporated Savings Equalization Plan, dated September 1, 1999 
(incorporated by reference to Exhibit 10.8 to Registrant’s Quarterly Report on Form 10-Q for the 
quarter ended September 30, 1999 filed on November 15, 1999).*

	. 47.2	 Second Amendment to the IMS Health Incorporated Savings Equalization Plan, dated October 1, 
1999 (incorporated by reference to Exhibit 10.31 to Registrant’s Annual Report on Form 10-K for 
the year ended December 31, 2000 filed on March 17, 2000).*

	. 47.3	 IMS Health Incorporated Savings Equalization Plan (as amended and restated effective as of 
January 1, 2005).*†

	. 48	 IMS Health Incorporated Executive Deferred Compensation Plan (as amended and restated effective 
August 1, 2002) (incorporated by reference to Exhibit 10.1 to the Registrant’s Quarterly Report on 
Form 10-Q for the quarter ended September 30, 2002 filed on November 14, 2002).*

	. 48.1	 Selected portions of the Prospectus Supplement, dated September 27, 1999 setting forth certain terms 
and conditions of the Executive Deferred Compensation Plan for U.S. employees (incorporated by 
reference to Exhibit 10.4.2 to Registrant’s Quarterly Report on Form 10-Q for the quarter ended 
September 30, 1999 filed on November 15, 1999).*

	. 48.2	 Selected portions of the Private Placement Memorandum, dated September 27, 1999 setting forth 
certain terms and conditions of the Executive Deferred Compensation Plan for U.S. employees 
(incorporated by reference to Exhibit 10.4.3 to Registrant’s Quarterly Report on Form 10-Q for the 
quarter ended September 30, 1999 filed on November 15, 1999).*
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	. 49	 IMS Health European Deferred Compensation Plan, dated December 1, 1999 (incorporated by refer-
ence to Exhibit 10.31 to Registrant’s Annual Report on Form 10-K for the year ended December 31, 
2000 filed on March 17, 2000).*

	. 50	 IMS Health Incorporated U.S. Executive Retirement Plan (as amended and restated effective April 17, 
2001) (incorporated by reference to Exhibit 10.41 to the Registrant’s Annual Report on Form 10-K 
for the year ended December 31, 2001 filed on March 21, 2002).*

	. 50.1	 First Amendment to the IMS Health Incorporated U.S. Executive Retirement Plan (as amended 
and restated effective April 17, 2001) (incorporated by reference to Exhibit 10.1 to the Registrant’s 
Quarterly Report on Form 10-Q for the quarter ended June 30, 2003 filed on August 5, 2003).*

	. 50.2	 IMS Health Incorporated U.S. Executive Retirement Plan (as amended and restated effective as of 
January 1, 2005).*†

	. 51	 IMS Health Incorporated Executive Pension Plan effective as of April 17, 2001 (incorporated by refer-
ence to Exhibit 10.3 to the Registrant’s Quarterly Report on Form 10-Q for the quarter ended June 
30, 2003 filed on August 5, 2003).*

	. 51.1	 IMS Health Incorporated Executive Pension Plan (as amended and restated effective as of January 1, 
2005). *† 

	. 52	 Amended and Restated Employment Agreement by and between IMS Health Incorporated and Robert 
E. Weissman, dated as of January 1, 2000 (incorporated by reference to Exhibit 10.22 to Registrant’s 
Annual Report on Form 10-K for the year ended December 31, 2000 filed on March 17, 2000).*

	. 52.1	 Amended and Restated Amendment dated as of January 15, 2001 to the Amended and Restated 
Employment Agreement by and between IMS Health Incorporated and Robert E. Weissman, dated 
as of January 1, 2000 (incorporated by reference to Exhibit 10.42 to Registrant’s Annual Report on 
Form 10-K for the year ended December 31, 2000 filed on March 30, 2001).*

	. 53	 Amended and Restated Employment Agreement by and between IMS Health Incorporated and 
Victoria R. Fash, dated as of January 1, 2000 (incorporated by reference to Exhibit 10.23 to 
Registrant’s Annual Report on Form 10-K for the year ended December 31, 2000 filed on March 17, 
2000).*

	. 53.1	 Amended and Restated Amendment dated as of January 15, 2001 to the Amended and Restated 
Employment Agreement by and between IMS Health Incorporated and Victoria R. Fash, dated as of 
January 1, 2000 (incorporated by reference to Exhibit 10.43 to Registrant’s Annual Report on Form 
10-K for the year ended December 31, 2000 filed on March 30, 2001).*

	. 54	 Amended and Restated Employment Agreement by and between IMS Health Incorporated and 
David M. Thomas effective as of January 1, 2005 (incorporated by reference to Exhibit 10.1 to the 
Registrant’s Current Report on Form 8-K filed on February 18, 2005).*

	. 54.1	 Amendment dated December 19, 2006 to the Employment Agreement by and between IMS Health 
Incorporated and David M. Thomas effective as of January 1, 2005.*†

	. 55	 Employment Agreement by and between IMS Health Incorporated and Gilles Pajot effective as of 
November 14, 2000 (incorporated by reference to Exhibit 10.45 to Registrant’s Annual Report on 
Form 10-K for the year ended December 31, 2000 filed on March 30, 2001).*

	. 55.1	 Employment Agreement by and between IMS Health Incorporated and Gilles Pajot as amended and 
restated at February 16, 2006 (incorporated by reference to Exhibit 10.47.1 to Registrant’s Annual 
Report on Form 10-K for the year ended December 31, 2005 filed on February 21, 2006).*

	. 55.2	 Employment Agreement by and between IMS Health Incorporated and Gilles Pajot effective  
May 7, 2006.*†

	. 55.3	 Restricted Stock Unit Agreement by and between IMS Health Incorporated and Gilles Pajot dated 
as of January 3, 2006 but executed on February 16, 2006 (incorporated by reference to Exhibit 
10.47.2 to Registrant’s Annual Report on Form 10-K for the year ended December 31, 2005 filed on 
February 21, 2006).*

	. 56	 Employment Agreement by and between IMS Health Incorporated and James C. Malone effective as 
of November 14, 2000 (incorporated by reference to Exhibit 10.46 to Registrant’s Annual Report on 
Form 10-K for the year ended December 31, 2000 filed on March 30, 2001).*
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	. 57	 Amended and Restated Employment Agreement by and between IMS Health Incorporated and Robert 
H. Steinfeld effective as of February 11, 2003 (incorporated by reference to Exhibit 10.5 to the Registrant’s 
Quarterly Report on Form 10-Q for the quarter ended June 30, 2003 filed on August 5, 2003).*

	. 57.1	 First Amendment, effective as of January 1, 2005, to the Employment Agreement between IMS Health 
Incorporated and Robert H. Steinfeld effective as of February 11, 2003.*†

	. 57.2	 First Amendment to the Change-in-Control Agreement for Robert H. Steinfeld, effective as of  
January 1, 2007.*†

	. 58	 Amended and Restated Employment Agreement by and between IMS Health Incorporated and 
David R. Carlucci effective as of January 1, 2005 (incorporated by reference to Exhibit 10.2 to the 
Registrant’s Current Report on Form 8-K filed on February 18, 2005).*

	. 58.1	 Employment Agreement by and between IMS Health Incorporated and David R. Carlucci as amended 
and restated at February 16, 2006 (incorporated by reference to Exhibit 10.50.1 to Registrant’s Annual 
Report on Form 10-K for the year ended December 31, 2005 filed on February 21, 2006).*

	. 58.2	 First Amendment, effective as of January 1, 2005, to the Employment Agreement between IMS Health 
Incorporated and David R. Carlucci as amended and restated at February 16, 2006.*†

	. 59	 Amended and Restated Employee Agreement by and between IMS Health Incorporated and Nancy E. 
Cooper effective as of February 11, 2003 (incorporated by reference to Exhibit 10.4 to the Registrant’s 
Quarterly Report on Form 10-Q for the quarter ended June 30, 2003 filed on August 5, 2003).*

	. 60	 Amended and Restated Credit Agreement among IMS Health Incorporated as a Borrower, IMS 
AG as a Borrower, IMS Japan K.K., as a Borrower, The Lenders Parties Hereto, Wachovia Bank, 
National Association, as Administrative Agent, Barclays Bank PLC and ABN Amro Bank N.V., as Co-
Syndication Agents, and Suntrust Bank and Fortis Capital Corp, as Co-Documentation Agents dated 
March 9, 2005 (incorporated by reference to Exhibit 10.47 to Registrant’s Annual Report on Form 
10-K for the year ended December 31, 2004 filed on March 15, 2005).

	. 61	 First Amendment executed on July 18, 2005 and effective as of June 17, 2005 to the Amended and 
Restated Credit Agreement among IMS Health Incorporated as a Borrower, IMS AG as a Borrower, 
IMS Japan K.K. as a Borrower, The Lenders Parties Thereto, Wachovia Bank, National Association, as 
Administrative Agent, Barclays Bank PLC and ABN Amro Bank N.V., as Co-Syndication Agents, and 
Suntrust Bank and Fortis Capital Corp, as Co-Documentation Agents dated April 5, 2004 (incorpo-
rated by reference to Exhibit 10.1 to Registrant’s Quarterly Report on Form 10-Q for the quarter 
ended September 30, 2005 filed on November 2, 2005).

	. 62	 Share Purchase Agreement, dated as of December 21, 2004, by and between IMS Health Incorporated 
and The TriZetto Group, Inc. (filed as Exhibit F to IMS’s Amendment No. 4 to Schedule 13D filed on 
December 22, 2004 with respect to the TriZetto Common Stock).

	. 63	 Agreement and Plan of Merger, dated as of July 10, 2005, among IMS Health Incorporated, VNU 
N.V., Isaac Holding Corp. and Isaac Acquisition Corp. (incorporated by reference to Exhibit 2.1 to 
Registrant’s Current Report on Form 8-K filed on July 11, 2005).

	. 64	 Letter Agreement, dated November 16, 2005, among IMS Health Incorporated, VNU N.V. and Isaac 
Acquisition Corp. (incorporated by reference to Exhibit 10.1 to Registrant’s Current Report on Form 
8-K filed on November 17, 2005).

	. 65	 Repurchase agreement between IMS Health Incorporated and Bank of America N.A., dated January 
30, 2006 (incorporated by reference to Exhibit 10.1 to Registrant’s Current Report on Form 8-K 
filed on February 3, 2006).

	. 66	 $175,000,000 Credit Agreement between IMS Health Incorporated and Bank of America, N.A., dated 
as of February 1, 2006 (incorporated by reference to Exhibit 99.2 to Registrant’s Current Report on 
Form 8-K filed on February 3, 2006).

	. 67	 Closing Agreement on Final Determination Covering Specific Matters dated as of March 15, 2006 
by and between IMS Health Incorporated and the Commissioner of the Internal Revenue Service 
(incorporated by reference to Exhibit 10.1 to Registrant’s Quarterly Report on Form 10-Q for the 
quarter ended March 31, 2006 filed on May 5, 2006).



132 • IMS 2006 ANNUAL REPORT

Regulation 
S-K Exhibit 
Number	 Description 

	. 68	 Closing Agreement on Final Determination Covering Specific Matters dated as of March 15, 2006 by 
and between IMS Health Licensing Associates L.L.C. and the Commissioner of the Internal Revenue 
Service (incorporated by reference to Exhibit 10.2 to Registrant’s Quarterly Report on Form 10-Q 
for the quarter ended March 31, 2006 filed on May 5, 2006).

	. 69	 $50,000,000 Credit Agreement between IMS Health Incorporated and Fortis Capital Corp., dated as 
of June 27, 2006 (incorporated by reference to Exhibit 99.1 to Registrant’s Current Report on Form 
8-K filed on June 30, 2006).

	. 70	 $1,000,000,000 Credit Agreement, dated as of July 27, 2006, by and among IMS Health Incorporated, 
as a borrower, IMS AG, as a borrower, IMS Japan K.K., as a borrower, the lenders party thereto, 
Wachovia Bank, National Association, as administrative agent, Barclays Bank PLC and ABN Amro 
Bank N.V., as co-syndication agents, Suntrust Bank and Bank of America, N.A., as co-documentation 
agents, and Wachovia Capital Markets, LLC, as lead arranger and sole book runner (incorporated by 
reference to Exhibit 99.1 to Registrant’s Current Report on Form 8-K filed on August 1, 2006).

	. 71	 IMS Health Incorporated Defined Contribution Executive Retirement Plan, effective as of  
January 1, 2007.*†

21 	 List of Active Subsidiaries as of December 31, 2006.†

23 	 Consent of Independent Registered Public Accounting Firm.†

31.1 	 CEO 302 Certification pursuant to Rule 13a-14(a)/15d-14(a).†

31.2 	 CFO 302 Certification pursuant to Rule 13a-14(a)/15d-14(a).†

32.1 	 Joint CEO/CFO Certification Required under Section 906 of the Sarbanes-Oxley Act of 2002.†

*	 Management contract or compensatory plan or arrangement
†	 Filed herewith
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Exhibit 21—IMS Health Incorporated Active Subsidiaries  
as of December 31, 2006

				    State or Other	 % Ownership 
				    Jurisdiction of	 100% Except 
Name				    Incorporation	 as Noted

BATTAERD MANSLEY PTY LTD. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	South Africa
COORDINATED MANAGEMENT SYSTEMS, INC. . .  .  .  .  .  .  .  .  .  	Delaware
DATA NICHE ASSOCIATES, INC.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Illinois
DYNAMIC RESEARCH & SOLUTIONS, INC.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Delaware
ENTERPRISE ASSOCIATES, LLC . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Delaware
IMS CHINAMETRIK INCORPORATED. . . . . . . . . . . . . . . . . . . . 	Delaware
	 IMS Market Research Consulting (Shanghai) Co., Ltd. . .  .  .  .  .  .  .  .  .  .  .  	 China
IMS CHINAMETRIK LIMITED . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Hong Kong
	 Global Crown Investment Limited . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Hong Kong
		  United Research China (Shanghai) Ltd. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Delaware
	 IMS Meridian Limited. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Hong Kong
		  IMS Meridian Research Limited. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 British Virgin Islands
			   Meridian Research Vietnam Ltd.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Vietnam
IMS CONTRACT MANAGEMENT SERVICES, INC. .  .  .  .  .  .  .  .  .  	Delaware
IMS HEALTH ASIA PTE. LTD.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	Singapore
IMS HEALTH, CANADA LIMITED. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Canada
IMS HEALTH DEUTSCHLAND GMBH . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Germany
		  IMS Health Beteiligungs-gesellschaft mbH . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Germany
		  IMS Health GmbH & Co. OHG. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Germany
			   Fricke & Pirk GmbH. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Germany
			   IMS Hellas EPE. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Greece
			   SCICON Wissenschaftliche Unternehmensberatung GmbH . .  .  .  .  	 Germany
				    SCICON Wissenschaftliche Unternehmensberatung GmbH. .  .  	 Switzerland
IMS HEALTH FINANCE, INC.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	Delaware
IMS HEALTH GROUP LIMITED. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 United Kingdom
	 IMS Health HQ Limited . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 United Kingdom
		  IMS Holdings (U.K.) Limited. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 United Kingdom
			   IMS Health Limited. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 United Kingdom
				    IMSWorld Publications Ltd. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 United Kingdom
			   Pharma Strategy Group Limited. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 United Kingdom
			   Cambridge Pharma Consultancy, Ltd.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 United Kingdom
				    Cambridge Pharma Consultancy, Inc. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Delaware
				    PPR Communications Ltd.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 United Kingdom
			   IMS (UK) Pension Plan Trustee Company Limited. .  .  .  .  .  .  .  .  .  .  .  	 United Kingdom
		  IMS Health Surveys Limited. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 United Kingdom
			   IMS Health Networks Limited. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 United Kingdom
			   IMS Hospital Group Limited. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 United Kingdom
IMS HEALTH INDIA HOLDING CORPORATION. . . . . . . . . . . 	 Delaware
	 RX India Corporation. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Delaware
		  IMS Health India Private Limited. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 India
IMS HEALTH KOREA LTD.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	Korea
IMS HEALTH, LDA.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	Portugal
	 Azyx Servicos de Geomarketing Farmaceutico, Ltda.. .  .  .  .  .  .  .  .  .  .  .  .  .  	 Portugal
IMS Health Licensing Associates, L.l.c.. .  .  .  .  .  .  .  .  .  .  .  .  	 Delaware	 92.74
	 Spartan Leasing Corporation. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Delaware
IMS HEALTH LIMITED. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Ireland
	 Medical Data Systems Limited . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Ireland
IMS HEALTH PHILIPPINES, INC.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	Philippines
IMS HEALTH PUERTO RICO INC.. . . . . . . . . . . . . . . . . . . . . . . . 	Puerto Rico
IMS HEALTH S.P.A.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Italy
	 Aboutpharma S.r.l.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Italy
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IMS HEALTH TAIWAN LTD. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	Taiwan
IMS HEALTH TRADING CORPORATION . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Delaware
	 IMS Health Holdings (Pty.) Ltd.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 South Africa
		  IMS Health (Pty.) Ltd.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 South Africa
IMS HEALTH TRANSPORTATION SERVICES  

CORPORATION. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	Delaware
IMS HEALTH (ISRAEL) LTD.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Israel
IMS JAPAN K.K.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Japan
	 PMSI Japan Ltd.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Japan
IMS NETHERLANDS HOLDING B.V.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Netherlands
	 IMS AG	 . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Switzerland
		  IMS Health Argentina S.A.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Argentina
			   Phama S.A.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Argentina
		  Pharmadat Marktforschungs Gesellschaft m.b.H.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Austria
		  IMS Health S.P.R.L.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Belgium
			   HEDM bvba/sprl. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Belgium
			   Source Belgium sa/nv . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Belgium
		  IMS Health Finance Ltd. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Bermuda
		  IMS Health Bolivia S.R.L. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Bolivia
		  IMS Health Do Brasil Ltda. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Brazil
			   Genexis Servicos De Informacao LTDA. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Brazil
		  IMS Bulgaria E.o.o.D. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Bulgaria
		  Asesorias IMS Health Chile Limitada. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Chile
		  Intercomunicaciones Y Servicio de Datos Interdata S.A. . .  .  .  .  .  .  .  .  .  .  	 Colombia
		  IMS Adriatic d.o.o. za konzalting. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Croatia
		  IMS Health a.s.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Czech Republic
		  IMS Republica Dominicana, S.A. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Dominican Republic
		  IMS Ecuador S.A.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Ecuador
		  IMS Health Egypt Limited. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Egypt
		  IMS Health Oy . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Finland
		  IMS Health S.A.S.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 France
			   Groupe PR. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 France
				    PR International. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 France
				    PR Editions. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 France
		  IMS Software GmbH. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Germany
		  Asserta Centroamerica Medicion de Mercados, S.A.. .  .  .  .  .  .  .  .  .  .  .  .  .  	 Guatemala
		  IMS Health Services Ltd. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Hungary
		  VNU Finance & Holding BV. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 India	 50.00
			   IMS Health Bangladesh Limited. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Bangladesh
			   IMS Health Lanka (Private) Limited. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Sri Lanka
		  PT. IMS Health Indonesia. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Indonesia	 95.00
		  UAB IMS Health. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Lithuania
		  IMS Health Malaysia Sdn. Bhd.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Malaysia
		  Interdata S.R.L. de C.V. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Mexico
		  IPP Informacion Promocional y Publicitaria S.A. de C.V.. .  .  .  .  .  .  .  .  .  	 Mexico
		  Informations Medicales & Statistiques S.A.R.L. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Morocco
		  IMS Health B.V.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Netherlands
		  IMS Health Finance B.V. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Netherlands
		  IMS Health Norway A/S . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Norway
		  IMS Health Pakistan (Private) Limited. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Pakistan
		  IMS Health Paraguaya S.R.L.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 	 Paraguay
		  IMS Health Del Peru S.A.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Peru
		  Azyx Polska Geopharma Information Services, Sp.z.o.o.. .  .  .  .  .  .  .  .  .  .  	 Poland
		  IMS Poland Limited Sp.z.o.o. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Poland
		  IMS Pharmaceutical Services Srl. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Romania
		  IMS Information Medical Statistics, spol.s.r.o. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Slovak Republic
		  IMS Services, pharmaceutical marketing services Ltd.. .  .  .  .  .  .  .  .  .  .  .  .  	 Slovenia
		  IMS Health, S.A. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Spain
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				    State or Other	 % Ownership 
				    Jurisdiction of	 100% Except 
Name				    Incorporation	 as Noted

		  IMS Production Hubs, S.L.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Spain
		  Mercados Y Analisis, S.A. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Spain
		  CORE Holding GmbH. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Switzerland
			   CORE Center for Outcomes Research GmbH. .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Switzerland
			   CORE-USA LLC. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Indiana
		  IMS Health GmbH. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Switzerland
		  M&H Informatics Holding AG. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Switzerland
			   ACCELETRA AG . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Switzerland
			   M&H Informatics AG. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Switzerland
			   M&H Informatics (BD). .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Bangladesh
		  Interstatistik AG. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Switzerland
			   Datec Industria e Comercio, Distribuidora  

			   Grafica e Mala Direta Ltda.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Brazil
			   IMS Health Marktforschung GmbH. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Austria
		  IMS Health Tunisia sarl. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Tunisia
		  IMS Health Tibbi Istatistik Ticaret ve Musavirlik Ltd Sirketi . .  .  .  .  .  .  .  	 Turkey
		  IMS Health Uruguay S.A.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Uruguay
		  PMV De Venezuela, C.A. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Venezuela
IMS SERVICES, LLC. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	Delaware
	 IMS Health (Australia) Partnership . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Australia
		  IMS Health Australia Holding Pty. Ltd. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Australia
			   IMS Health Australia Pty. Ltd.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Australia
			   M-Tag Pty. Limited. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Australia
			   Battaerd Mansley Pty. Ltd. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Australia
				    Battaerd Mansley India Private Limited . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 India
			   IMS Health (N.Z.) Limited . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 New Zealand
IMS SOFTWARE SERVICES, LTD.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Delaware
	 IMS Health AB . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Sweden
		  Medical Radar Holding AB. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Sweden
			   IMS Medical Radar AB. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Sweden
			   IMS Sweden AB. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Sweden
INTERCONTINENTAL MEDICAL STATISTICS  

INTERNATIONAL, LTD. (DE). .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 Delaware
MARKET RESEARCH MANAGEMENT, INC.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  	Delaware
PHARMETRICS, INC.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	Massachusetts
ROSENBLATT-KLAUBER GROUP, INC. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	Vermont
IMS HEALTH CONSULTING, INC.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	Canada
SOURCE INFORMATICS LIMITED . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	United Kingdom
IMS GOVERNMENT SOLUTIONS, INC. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	Virginia
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Exhibit 23—Consent of Independent Registered Public Accounting Firm

We hereby consent to the incorporation by reference in the Registration Statements on Form S-8 
(Nos. 333-53712, 333-69195, 333-67779, 333-58361, 333-107004 and 333-138320) of IMS Health 
Incorporated of our report dated February 26, 2007 relating to the consolidated financial statements, 
financial statement schedule, management’s assessment of the effectiveness of internal control over  
financial reporting and the effectiveness of internal control over financial reporting, which appears in 
this Form 10-K.

PricewaterhouseCoopers LLP 
New York, New York 
February 26, 2007
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Exhibit 31.1—CEO Certification

I, David R. Carlucci, certify that:

1.	 I have reviewed this Annual Report on Form 10-K of IMS Health Incorporated (the “registrant”);

2.	 Based on my knowledge, this report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under 
which such statements were made, not misleading with respect to the period covered by this report;

3.	 Based on my knowledge, the financial statements, and other financial information included in this 
report, fairly present in all material respects the financial condition, results of operations and cash 
flows of the registrant as of, and for, the periods presented in this report;

4.	 The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure  
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f ) and 15d-15(f )) for the 
registrant and have:

	 (a)	 Designed such disclosure controls and procedures, or caused such disclosure controls and proce-
dures to be designed under our supervision, to ensure that material information relating to the 
registrant, including its consolidated subsidiaries, is made known to us by others within those 
entities, particularly during the period in which this report is being prepared;

	 (b)	 Designed such internal control over financial reporting, or caused such internal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance regard-
ing the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with generally accepted accounting principles;

	 (c)	 Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in 
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of 
the end of the period covered by this report based on such evaluation; and

	 (d)	 Disclosed in this report any change in the registrant’s internal control over financial report-
ing that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal 
quarter in the case of an annual report) that has materially affected, or is reasonably likely to 
materially affect, the registrant’s internal control over financial reporting; and

5.	 The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the 
registrant’s board of directors (or persons performing the equivalent functions):

	 (a)	 All significant deficiencies and material weaknesses in the design or operation of internal control 
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to 
record, process, summarize and report financial information; and

	 (b)	 Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting.

Date: February 26, 2007 
By:	/s/ David R. Carlucci

David R. Carlucci 
Chairman, Chief Executive Officer and President
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Exhibit 31.2—CFO Certification

I, Leslye G. Katz, certify that:

1.	 I have reviewed this Annual Report on Form 10-K of IMS Health Incorporated (the “registrant”);

2.	 Based on my knowledge, this report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under 
which such statements were made, not misleading with respect to the period covered by this report;

3.	 Based on my knowledge, the financial statements, and other financial information included in this 
report, fairly present in all material respects the financial condition, results of operations and cash 
flows of the registrant as of, and for, the periods presented in this report;

4.	 The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure  
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f ) and 15d-15(f )) for the 
registrant and have:

	 (a)	 Designed such disclosure controls and procedures, or caused such disclosure controls and proce-
dures to be designed under our supervision, to ensure that material information relating to the 
registrant, including its consolidated subsidiaries, is made known to us by others within those 
entities, particularly during the period in which this report is being prepared;

	 (b)	 Designed such internal control over financial reporting, or caused such internal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance regard-
ing the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with generally accepted accounting principles;

	 (c)	 Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in 
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of 
the end of the period covered by this report based on such evaluation; and

	 (d)	 Disclosed in this report any change in the registrant’s internal control over financial report-
ing that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal 
quarter in the case of an annual report) that has materially affected, or is reasonably likely to 
materially affect, the registrant’s internal control over financial reporting; and

5.	 The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the 
registrant’s board of directors (or persons performing the equivalent functions):

	 (a)	 All significant deficiencies and material weaknesses in the design or operation of internal control 
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to 
record, process, summarize and report financial information; and

	 (b)	 Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting.

Date: February 26, 2007 
By:	/s/ Leslye G. Katz

Leslye G. Katz 
Senior Vice President and Chief Financial Officer
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Exhibit 32.1—Certification Pursuant to Section 906 of the Sarbanes-Oxley Act 
of 2002 (Subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United 
States Code)

Pursuant to section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of section 1350, 
chapter 63 of title 18, United States Code), each of the undersigned does hereby certify that:

The Form 10-K for the fiscal year ended December 31, 2006 (the “Form 10-K”) of the Company fully 
complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934 and 
information contained in the Form 10-K fairly presents, in all material respects, the financial condition 
and results of operations of the Company.

Date: February 26, 2007	 By:	 /s/ David R. Carlucci

				    David R. Carlucci 
				    Chairman, Chief Executive Officer and President

Date: February 26, 2007	 By:	 /s/ Leslye G. Katz

				    Leslye G. Katz 
				    Senior Vice President and Chief Financial Officer

The foregoing certification is being furnished solely pursuant to section 906 of the Sarbanes-Oxley Act 
of 2002 (subsections (a) and (b) of section 1350, chapter 63 of title 18, United States Code) and is not 
being filed as part of the Form 10-K or as a separate disclosure document.

A signed original of this written statement required by Section 906 has been provided to IMS Health 
Incorporated and will be retained by IMS Health Incorporated and furnished to the Securities and 
Exchange Commission or its staff upon request.
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Board of Directors

David R. Carlucci  is chairman and chief  
executive officer of IMS. He was elected to the  
IMS board in 2005.

Constantine L. Clemente  is retired executive vice 
president, Corporate Affairs, secretary and corporate 
counsel of Pfizer Inc., a global pharmaceutical com-
pany. He was elected to the IMS board in 2001 and 
serves on the Nominating & Governance and Human 
Resources Committees.

James D. Edwards  is former managing partner — 
Global Markets for Andersen, the public accounting 
firm. He was elected to the IMS board in 2002 and 
chairs the Audit Committee.

Kathryn E. Giusti  is chief executive officer and 
former president of the Multiple Myeloma Research 
Foundation, a non-profit organization aimed at  
funding research and advancing awareness of  
multiple myeloma. She joined the IMS board in  
2002, and is a member of the Nominating & 
Governance Committee.

John P. Imlay, Jr.  is chairman, Imlay Investments, 
Inc., a private venture capital investment firm. He has 
been a director since 1998 and is a member of the 
Human Resources Committee.

Robert J. Kamerschen  is chairman of Survey 
Sampling International, a supplier of survey samples 
to the global market research industry. He was elected 
to the IMS board in 1998, serves on the Human 
Resources Committee, and chairs the Nominating & 
Governance Committee.

H. Eugene Lockhart  is an operating partner of 
Diamond Castle Holdings LLC, and a venture partner 
for Oak Investment Partners, both private equity 
investment firms. He has been an IMS director since 
1998 and serves on the Nominating & Governance 
and Audit Committees.

M. Bernard Puckett  is a private investor who has 
served on the IMS board since 1998. He has served 
as chairman of the board of Openwave Systems, Inc. 
since August 2002. Mr. Puckett chairs the Human 
Resources Committee.

William C. Van Faasen  is chairman of the board of 
Blue Cross & Blue Shield of Massachusetts, a health 
insurance firm. He was elected to the IMS board in 
1998, is the Lead Director of IMS, and serves on the 
Audit Committee.

Bret W. Wise  is chairman, chief executive officer  
and president of Dentsply International Inc., a global 
medical device company. He was elected to the IMS 
board in 2006 and serves on the Audit Committee.

Executive Officers and Operating Unit Executives

executive officers

DAVID R. CARLUCCI 
Chairman and Chief Executive Officer

GILLES V.J. PAJOT 
Executive Vice President and Chief Operating Officer

BRUCE F. BOGGS 
Senior Vice President, Global Marketing and  
External Affairs

LESLYE G. KATZ 
Senior Vice President and Chief Financial Officer

KEVIN S. MCKAY 
Senior Vice President, Customer Delivery and 
Development

ROBERT H. STEINFELD 
Senior Vice President, General Counsel and 
Corporate Secretary

JEFFREY J. FORD 
Vice President and Treasurer

MARIE B. SONDE 
Vice President – Global Human Resources

JOHN R. WALSH 
Vice President – Corporate Development

Operating Unit executives

WILLIAM J. NELLIGAN* 
President, IMS Americas

KEVIN C. KNIGHTLY* 
President, IMS Europe, Middle East and Africa 

STEPHEN PHUA 
Vice President and General Manager, IMS Asia Pacific 

TATSUYUKI SAEKI 
President, IMS Japan

*Also an executive officer of the Company

Reconciliation of U.S. GAAP Operating Income to  
Operating Income (Non-GAAP)(a)

	 2006	 2005	 2004	 2003	 2002

Operating Income—U.S. GAAP. .  .  .  .  .  .  .  .  .  .  	 $	444.2	 $	420.8	 $	386.5	 $	361.5	 $	403.0
	 Adjustments. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  6.0(b)		  17.9(d)		  0.0		  37.2(e)		  0.0

Operating Income (Non-GAAP). .  .  .  .  .  .  .  .  .  		  450.2		  438.7		  386.5		  398.7		  403.0
	 Impact of SFAS 123R. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  		  39.8(c)		  0.0		  0.0		  0.0		  0.0

Operating Income (Non-GAAP) excluding  
impact of SFAS 123R. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  	 $	490.0	 $	438.7	 $	386.5	 $	398.7	 $	403.0

(a)	“Operating Income (Non-GAAP)” differs from the “U.S. GAAP Operating Income” for each year presented by amounts that are detailed above. 
Operating Income (Non-GAAP) is used by management for the purposes of global business decision-making, including developing budgets and 
managing expenditures. Operating Income (Non-GAAP) excludes certain U.S. GAAP measures to the extent that management believes exclusion 
will facilitate comparisons across periods and more clearly indicate trends. Although IMS discloses Operating Income (Non-GAAP) in order to give to 
investors a view of its business as seen by management, this adjusted (Non-GAAP) measure is not prepared specifically for investors, is not prepared 
under a comprehensive set of accounting rules, and is not a replacement for the more comprehensive information for investors included in IMS’s U.S. 
GAAP financial statements. The method IMS uses to prepare Operating Income (Non-GAAP) differs in significant respects from U.S. GAAP and 
is likely to differ from the methods used by other companies. Investors interested in management’s adjusted Operating Income (Non-GAAP) are urged 
to review the detailed reconciliations of the adjusted measure to U.S. GAAP Operating Income.

(b)	Represents investment bankers’ fees due on a $45.0 million payment received from The Nielsen Company, formerly known as VNU N.V., in  
connection with the termination of the proposed merger between IMS and The Nielsen Company. The termination of the merger agreement between 
IMS and The Nielsen Company occurred in November 2005. The bankers’ fees are excluded from Operating Income (Non-GAAP) because they 
were incurred specifically in relation to the proposed merger of IMS with The Nielsen Company and are not related to IMS’s core business operations.

(c)	Represents stock-based compensation expense in 2006. IMS adopted SFAS 123R effective January 1, 2006 under the modified prospective transi-
tion method. In accordance with that method, IMS’s U.S. GAAP Consolidated Financial Statements for prior periods have not been retroactively 
adjusted to reflect, and do not include, the impact of SFAS 123R. As a result, Operating Income (Non-GAAP) in 2006 is shown without the effect 
of these costs in a manner comparable with prior years. 

(d)	Represents merger costs in 2005 relating to professional fees incurred in connection with the proposed merger between IMS and The Nielsen 
Company. These costs are excluded from Operating Income (Non-GAAP) because they were incurred specifically in relation to the proposed merger 
and are not related to IMS’s core business operations. 

(e)	Represents $37.2 million of expense in 2003 for severance, impairment and other charges, including severance for approximately 80 employees, 
contract cancellations and impairments, idle real estate facilities and software writedowns. These amounts are excluded from Operating Income  
(Non-GAAP) because they represent costs that were not related to IMS’s core operations on an ongoing basis. Severance, impairment and other 
charges were recorded in 2000, 2001 and 2003 and there can be no assurances that such charges will not be recorded in the future.

These financial tables should be read in conjunction with IMS’s Annual Report on Form 10-K, a copy of which is included in this  
document, and with IMS’s other filings previously made or to be made with the Securities and Exchange Commission.
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Corporate Information

Regional Headquarters

The Americas   
Plymouth Meeting  
Executive Campus 
660 W. Germantown Pike 
Plymouth Meeting, PA 19462-0905 
USA 
Tel: 610 834-5000

Europe/Middle East/Africa   
7 Harewood Avenue 
London NW1 6JB 
United Kingdom 
Tel: 44 020 3075 5000

Asia Pacific   
10 Hoe Chiang Road 
Keppel Towers # 23-01/02 
Singapore 089315 
Tel: 65 6227 3006

Japan   
Aobadai Hills  
4-7-7 Aobadai  
Meguro-ku, Tokyo 153-0042  
Japan  
Tel: 81 03 3481 3581

As of May 7, 2007: 
Toranomon Towers  
4-1-28 Toranomon 
Minato-ku, Tokyo 105-0001 
Japan 
Tel: 81 03 5425 9000

Shareholder Information

Corporate Headquarters   
IMS Health  
901 Main Avenue 
Suite 612 
Norwalk, CT 06851-1187 
Tel: 203 845-5200 
Fax: 203 845-5299

Independent Registered Public 
Accounting Firm   
PricewaterhouseCoopers LLP 
300 Madison Avenue 
New York, NY 10017

Transfer Agent 
Inquiries on stock-related matters, 
including dividend payments, stock 
transfers, address changes, lost cer-
tificates, name changes, etc., should 
be directed to IMS’s transfer agent, 
American Stock Transfer & Trust 
Company.

American Stock Transfer & 
Trust Company   
59 Maiden Lane 
New York, NY 10038 
Tel: 800 937-5449; 
212 936-5100 (outside the U.S.) 
www.amstock.com

Investor Relations   
Shareholders, institutional inves-
tors, financial analysts and portfolio 
managers should direct questions to:

Darcie Peck 
Vice President, Finance and 
Investor Relations 
IMS Health 
901 Main Avenue 
Suite 612 
Norwalk, CT 06851-1187 
Tel. 203 845-5237 
Fax 203 845-5303 
Email: askir@imshealth.com

ANNUAL MEETING   
The annual meeting of the  
company’s shareholders will be 
held at 11:30 a.m. on May 4, 2007 
at the Hyatt Regency, 1800 East 
Putnam Avenue, Greenwich, CT. 

Common Stock Information   
The company’s common stock 
is listed on the New York Stock 
Exchange under the symbol RX.

Available Information   
IMS makes available free of charge, 
upon request to the Investor 
Relations Department at the mail 
address or the email address listed 
above, or through its Website, its 
annual report on Form 10-K, 
quarterly reports on Form 10-Q, 
current reports on Form 8-K  
and amendments to those  
reports filed with the SEC. These 
documents are also available in the 
“Investors” section of our Website 
at http://www.imshealth.com.

Management Certifications   
The Company filed as Exhibits 
31.1 and 31.2, respectively, to its 
Annual Report on Form 10-K the 
certifications of its Chief Executive 
Officer and Chief Financial 
Officer as required under Section 
302 of the Sarbanes-Oxley Act of 
2002 and Rule 13a-14(a)/15d-
14(a). On May 23, 2006, the 
Company submitted to the New 
York Stock Exchange the Annual 
CEO Certification, without quali-
fication, as required by Section 
303A.12(a) of the New York 
Stock Exchange Listed Company 
Manual.

IMS is a registered trademark of 
IMS Health Incorporated. All 
other marks are the property of 
their respective owners.

© 2007 IMS Health Incorporated. 
All rights reserved. 

Board of Directors

David R. Carlucci  is chairman and chief  
executive officer of IMS. He was elected to the  
IMS board in 2005.

Constantine L. Clemente  is retired executive vice 
president, Corporate Affairs, secretary and corporate 
counsel of Pfizer Inc., a global pharmaceutical com-
pany. He was elected to the IMS board in 2001 and 
serves on the Nominating & Governance and Human 
Resources Committees.

James D. Edwards  is former managing partner — 
Global Markets for Andersen, the public accounting 
firm. He was elected to the IMS board in 2002 and 
chairs the Audit Committee.

Kathryn E. Giusti  is chief executive officer and 
former president of the Multiple Myeloma Research 
Foundation, a non-profit organization aimed at  
funding research and advancing awareness of  
multiple myeloma. She joined the IMS board in  
2002, and is a member of the Nominating & 
Governance Committee.

John P. Imlay, Jr.  is chairman, Imlay Investments, 
Inc., a private venture capital investment firm. He has 
been a director since 1998 and is a member of the 
Human Resources Committee.

Robert J. Kamerschen  is chairman of Survey 
Sampling International, a supplier of survey samples 
to the global market research industry. He was elected 
to the IMS board in 1998, serves on the Human 
Resources Committee, and chairs the Nominating & 
Governance Committee.

H. Eugene Lockhart  is an operating partner of 
Diamond Castle Holdings LLC, and a venture partner 
for Oak Investment Partners, both private equity 
investment firms. He has been an IMS director since 
1998 and serves on the Nominating & Governance 
and Audit Committees.

M. Bernard Puckett  is a private investor who has 
served on the IMS board since 1998. He has served 
as chairman of the board of Openwave Systems, Inc. 
since August 2002. Mr. Puckett chairs the Human 
Resources Committee.

William C. Van Faasen  is chairman of the board of 
Blue Cross & Blue Shield of Massachusetts, a health 
insurance firm. He was elected to the IMS board in 
1998, is the Lead Director of IMS, and serves on the 
Audit Committee.

Bret W. Wise  is chairman, chief executive officer  
and president of Dentsply International Inc., a global 
medical device company. He was elected to the IMS 
board in 2006 and serves on the Audit Committee.
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Protecting Privacy: An IMS Commitment to  
Health Information Stewardship

IMS, a global leader in information solutions, also strives to be a global leader in protecting individual privacy as  
it relates to the data we analyze and distribute for our clients. 

Personal health information is among the most sensitive information relating to individuals. That’s why we enforce 
strict controls to ensure that patient privacy is preserved and respected. Our syndicated products and services are 
based on records from which a patient cannot be identified. IMS also conducts primary research with patients  
with their consent, and is committed to using that information responsibly and in compliance with local laws.

Privacy has become an increasingly important legislative and public policy issue throughout the world. In this  
constantly changing environment, IMS has established a Global Privacy Council, whose primary mission is  
to develop and disseminate comprehensive privacy principles and practices that reflect the national and local  
regulations in those countries where we operate. The ongoing work of the Council aims to ensure IMS’s continued 
leadership in health information stewardship in a manner that balances the promotion of improved healthcare and 
individual privacy.

For more details on IMS’s worldwide commitment to health information stewardship, please visit our website at 
www.imshealth.com and go to the Privacy Commitment area under “About Us.”

This document includes statements that may constitute forward-looking statements made pursuant to the safe harbor provisions of the Private 
Securities Litigation Reform Act of 1995. Although IMS Health believes the expectations contained in such forward-looking statements are  
reasonable, it can give no assurance that such expectations will prove correct. This information may involve risks and uncertainties that could 
cause actual results of IMS Health to differ materially from the forward-looking statements. Factors that could cause or contribute to such 
differences include, but are not limited to (i) the risks associated with operating on a global basis, including fluctuations in the value of foreign 
currencies relative to the U.S. dollar, and the ability to successfully hedge such risks, (ii) regulatory, legislative and enforcement initiatives, particu-
larly in the areas of data access and utilization and tax, (iii) to the extent unforeseen cash needs arise, the ability to obtain financing on favorable 
terms, (iv) to the extent IMS Health seeks growth through acquisitions and joint ventures, the ability to identify, consummate and integrate acqui-
sitions and joint ventures on satisfactory terms, (v) the ability to develop new or advanced technologies and systems for its businesses on time and 
on a cost-effective basis, and (vi) deterioration in economic conditions, particularly in the pharmaceutical, healthcare or other industries in which  
IMS Health’s customers operate. Additional information on factors that may affect the business and financial results of the Company can be found 
in the filings of the company made from time to time with the Securities and Exchange Commission. 

Executive Officers and Operating Executives

executive officers

DAVID R. CARLUCCI   
Chairman and Chief Executive Officer 

GILLES V.J. PAJOT   
Executive Vice President and Chief Operating Officer

LESLYE G. KATZ   
Senior Vice President and Chief Financial Officer

ROBERT H. STEINFELD   
Senior Vice President, General Counsel and 
Corporate Secretary

BRUCE F. BOGGS   
Senior Vice President, Marketing and External Affairs

JEFFREY J. FORD   
Vice President and Treasurer

MARIE B. SONDE   
Vice President – Human Resources

JOHN R. WALSH   
Vice President – Corporate Development

Operating executives

MURRAY L. AITKEN    
Senior Vice President, Corporate Strategy

RAYMOND H. HILL   
General Manager, Consulting

KEVIN C. KNIGHTLY*   
President, IMS Europe, Middle East and Africa 

MARY BETH LAWRENCE   
General Manager, Launch and Brand Management

JAMES R. MAHON    
General Manager, Portfolio Optimization

KEVIN S. MCKAY*   
Senior Vice President, Customer Delivery and 
Development

WILLIAM J. NELLIGAN*   
President, IMS Americas

STEPHEN PHUA   
Vice President and General Manager, IMS Asia Pacific 

TATSUYUKI SAEKI   
President, IMS Japan

Satwinder S. SIAN    
General Manager, Sales Force Effectiveness

*Also an executive officer of the Company
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Corporate Information

Regional Headquarters

The Americas   
Plymouth Meeting  
Executive Campus 
660 W. Germantown Pike 
Plymouth Meeting, PA 19462-0905 
USA 
Tel: 610 834-5000

Europe/Middle East/Africa   
7 Harewood Avenue 
London NW1 6JB 
United Kingdom 
Tel: 44 020 3075 5000

Asia Pacific   
10 Hoe Chiang Road 
Keppel Towers # 23-01/02 
Singapore 089315 
Tel: 65 6227 3006

Japan   
Aobadai Hills  
4-7-7 Aobadai  
Meguro-ku, Tokyo 153-0042  
Japan  
Tel: 81 03 3481 3581

As of May 7, 2007: 
Toranomon Towers  
4-1-28 Toranomon 
Minato-ku, Tokyo 105-0001 
Japan 
Tel: 81 03 5425 9000

Shareholder Information

Corporate Headquarters   
IMS Health  
901 Main Avenue 
Suite 612 
Norwalk, CT 06851-1187 
Tel: 203 845-5200 
Fax: 203 845-5299

Independent Registered Public 
Accounting Firm   
PricewaterhouseCoopers LLP 
300 Madison Avenue 
New York, NY 10017

Transfer Agent 
Inquiries on stock-related matters, 
including dividend payments, stock 
transfers, address changes, lost cer-
tificates, name changes, etc., should 
be directed to IMS’s transfer agent, 
American Stock Transfer & Trust 
Company.

American Stock Transfer & 
Trust Company   
59 Maiden Lane 
New York, NY 10038 
Tel: 800 937-5449; 
212 936-5100 (outside the U.S.) 
www.amstock.com

Investor Relations   
Shareholders, institutional inves-
tors, financial analysts and portfolio 
managers should direct questions to:

Darcie Peck 
Vice President, Finance and 
Investor Relations 
IMS Health 
901 Main Avenue 
Suite 612 
Norwalk, CT 06851-1187 
Tel. 203 845-5237 
Fax 203 845-5303 
Email: askir@imshealth.com

ANNUAL MEETING   
The annual meeting of the  
company’s shareholders will be 
held at 11:30 a.m. on May 4, 2007 
at the Hyatt Regency, 1800 East 
Putnam Avenue, Greenwich, CT. 

Common Stock Information   
The company’s common stock 
is listed on the New York Stock 
Exchange under the symbol RX.

Available Information   
IMS makes available free of charge, 
upon request to the Investor 
Relations Department at the mail 
address or the email address listed 
above, or through its Website, its 
annual report on Form 10-K, 
quarterly reports on Form 10-Q, 
current reports on Form 8-K  
and amendments to those  
reports filed with the SEC. These 
documents are also available in the 
“Investors” section of our Website 
at http://www.imshealth.com.

Management Certifications   
The Company filed as Exhibits 
31.1 and 31.2, respectively, to its 
Annual Report on Form 10-K the 
certifications of its Chief Executive 
Officer and Chief Financial 
Officer as required under Section 
302 of the Sarbanes-Oxley Act of 
2002 and Rule 13a-14(a)/15d-
14(a). On May 23, 2006, the 
Company submitted to the New 
York Stock Exchange the Annual 
CEO Certification, without quali-
fication, as required by Section 
303A.12(a) of the New York 
Stock Exchange Listed Company 
Manual.

IMS is a registered trademark of 
IMS Health Incorporated. All 
other marks are the property of 
their respective owners.

© 2007 IMS Health Incorporated. 
All rights reserved. 



144 • IMS 2006 ANNUAL REPORT

Protecting Privacy: An IMS Commitment to  
Health Information Stewardship

IMS, a global leader in information solutions, also strives to be a global leader in protecting individual privacy as  
it relates to the data we analyze and distribute for our clients. 

Personal health information is among the most sensitive information relating to individuals. That’s why we enforce 
strict controls to ensure that patient privacy is preserved and respected. Our syndicated products and services are 
based on records from which a patient cannot be identified. IMS also conducts primary research with patients  
with their consent, and is committed to using that information responsibly and in compliance with local laws.

Privacy has become an increasingly important legislative and public policy issue throughout the world. In this  
constantly changing environment, IMS has established a Global Privacy Council, whose primary mission is  
to develop and disseminate comprehensive privacy principles and practices that reflect the national and local  
regulations in those countries where we operate. The ongoing work of the Council aims to ensure IMS’s continued 
leadership in health information stewardship in a manner that balances the promotion of improved healthcare and 
individual privacy.

For more details on IMS’s worldwide commitment to health information stewardship, please visit our website at 
www.imshealth.com and go to the Privacy Commitment area under “About Us.”

This document includes statements that may constitute forward-looking statements made pursuant to the safe harbor provisions of the Private 
Securities Litigation Reform Act of 1995. Although IMS Health believes the expectations contained in such forward-looking statements are  
reasonable, it can give no assurance that such expectations will prove correct. This information may involve risks and uncertainties that could 
cause actual results of IMS Health to differ materially from the forward-looking statements. Factors that could cause or contribute to such 
differences include, but are not limited to (i) the risks associated with operating on a global basis, including fluctuations in the value of foreign 
currencies relative to the U.S. dollar, and the ability to successfully hedge such risks, (ii) regulatory, legislative and enforcement initiatives, particu-
larly in the areas of data access and utilization and tax, (iii) to the extent unforeseen cash needs arise, the ability to obtain financing on favorable 
terms, (iv) to the extent IMS Health seeks growth through acquisitions and joint ventures, the ability to identify, consummate and integrate acqui-
sitions and joint ventures on satisfactory terms, (v) the ability to develop new or advanced technologies and systems for its businesses on time and 
on a cost-effective basis, and (vi) deterioration in economic conditions, particularly in the pharmaceutical, healthcare or other industries in which  
IMS Health’s customers operate. Additional information on factors that may affect the business and financial results of the Company can be found 
in the filings of the company made from time to time with the Securities and Exchange Commission.
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IMS HEALTH®

901 Main Avenue, Suite 612
Norwalk, CT 06851-1187 
Tel: (203) 845-5200

www.imshealth.com


