Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
Form 10-Q
[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended March 31, 2019
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 001-37888

Tabula Rasa HealthCare, Inc.
(Exact name of registrant as specified in its charter)

Delaware
(State of incorporation)

46-5726437
(I.R.S. Employer Identification No.)

228 Strawbridge Drive, Suite 100
Moorestown, NJ 08057
(Address of Principal Executive Offices,
including Zip Code)

(866) 648 - 2767
(Registrant’s Telephone Number,
Including Area Code)

Securities registered pursuant to Section 12(b) of the Act:
Title of each class:
Common Stock, par value $0.0001 per share

Trading Symbol
TRHC

Name of each exchange on which registered:
The Nasdaq Stock Market

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 ☒ No ☐
Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to
Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that the registrant was required to submit such files). Yes
☒ No ☐
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting
company, or an emerging growth company. See the definitions of "large accelerated filer," "accelerated filer," "smaller reporting company," and
“emerging growth company” in Rule 12b-2 of the Exchange Act.
Large accelerated filer ☒

Accelerated filer ☐

Non-accelerated filer ☐

Smaller reporting company ☐
Emerging growth company ☐

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ☐
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b‑2 of the Exchange Act). Yes ☐ No ☒
As of April 30, 2019, the Registrant had 21,988,349 shares of Common Stock outstanding.

Table of Contents

TABULA RASA HEALTHCARE, INC.
QUARTERLY REPORT ON FORM 10-Q
For the period ended March 31, 2019
TABLE OF CONTENTS
Page
Number

PART I
Item 1.

Financial Information
Financial Statements
Unaudited Consolidated Balance Sheets as of March 31, 2019 and December 31, 2018
Unaudited Consolidated Statements of Operations for the three months ended March 31, 2019 and 2018
Unaudited Consolidated Statements of Stockholders’ Equity for the three months ended March 31, 2019
and 2018
Unaudited Consolidated Statements of Cash Flows for the three months ended March 31, 2019 and 2018
Notes to Unaudited Consolidated Financial Statements
Item 2.
Management’s Discussion and Analysis of Financial Condition and Results of Operations
Item 3.
Quantitative and Qualitative Disclosures About Market Risk
Item 4.
Controls and Procedures
PART II Other Information
Item 1.
Legal Proceedings
Item 1A. Risk Factors
Item 2.
Unregistered Sales of Equity Securities and Use of Proceeds
Item 3.
Defaults Upon Senior Securities
Item 4.
Mine Safety Disclosures
Item 5.
Other Information
Item 6.
Exhibits
Signatures

2

3
3
3
4
5
6
7
32
48
48
49
49
49
49
50
50
50
51
53

Table of Contents

PART I – FINANCIAL INFORMATION
Item 1. Financial Statements
TABULA RASA HEALTHCARE, INC.
UNAUDITED CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share amounts)
March 31,
2019

Assets
Current assets:
Cash
Restricted cash
Accounts receivable, net
Inventories
Prepaid expenses
Other current assets
Total current assets
Property and equipment, net
Operating lease right-of-use assets
Software development costs, net
Goodwill
Intangible assets, net
Deferred income tax assets
Note receivable
Other assets
Total assets
Liabilities and stockholders’ equity
Current liabilities:
Current portion of long-term debt and finance leases, net
Current operating lease liabilities
Acquisition-related contingent consideration
Accounts payable
Accrued expenses and other liabilities
Total current liabilities
Line of credit
Long-term debt and finance leases, net
Noncurrent operating lease liabilities
Long-term acquisition-related contingent consideration
Deferred income tax liability
Other long-term liabilities
Total liabilities

$

$
$

December 31,
2018

49,598
4,281
33,488
3,711
3,529
6,670
101,277
14,481
23,460
10,218
166,052
193,617
—
—
1,390
510,495

$

810
4,058
9,852
16,542
25,066
56,328
—
217,233
22,560
8,700
22,428
133
327,382

$

$

20,278
4,751
27,950
3,594
2,573
4,165
63,311
11,865
—
8,248
108,213
77,206
75
1,000
1,039
270,957
945
—
43,397
14,830
16,556
75,728
45,000
152
—
7,800
—
3,268
131,948

Commitments and contingencies (Note 17)
Stockholders' equity:
Preferred stock, $0.0001 par value; 10,000,000 shares authorized; no shares issued and outstanding at
March 31, 2019 and December 31, 2018
Common stock, $0.0001 par value; 100,000,000 shares authorized, 22,140,648 and 20,719,297 shares
issued and 21,978,198 and 20,557,537 shares outstanding at March 31, 2019 and
December 31, 2018, respectively
Additional paid-in capital
Treasury stock, at cost; 162,450 and 161,760 shares at March 31, 2019 and December 31, 2018,
respectively
Accumulated deficit
Total stockholders’ equity
Total liabilities and stockholders’ equity

$

See accompanying notes to unaudited consolidated financial statements.
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—

—

2
264,453

2
209,330

(3,865)
(77,477)
183,113
510,495

(3,825)
(66,498)
139,009
270,957

$
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TABULA RASA HEALTHCARE, INC.
UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except share and per share amounts)

Revenue:
Product revenue
Service revenue
Total revenue
Cost of revenue, exclusive of depreciation and amortization shown below:
Product cost
Service cost
Total cost of revenue, exclusive of depreciation and amortization
Operating expenses:
Research and development
Sales and marketing
General and administrative
Change in fair value of acquisition-related contingent consideration expense
Depreciation and amortization
Total operating expenses
Loss from operations
Other expense:
Interest expense, net
Total other expense
Loss before income taxes
Income tax (benefit) expense
Net loss
Net loss per share, basic and diluted
Weighted average common shares outstanding, basic and diluted

Three Months Ended
March 31,
2019
2018
$

$
$

30,982
29,977
60,959

27,180
16,764
43,944

23,475
18,193
41,668

20,832
10,832
31,664

5,550
4,850
13,743
1,176
6,299
31,618
(12,327)

2,213
2,002
5,877
13,521
4,048
27,661
(15,381)

2,693
2,693
(15,020)
(4,041)
(10,979)
(0.54)
20,384,557

63
63
(15,444)
2,650
(18,094)
(0.96)
18,789,226

See accompanying notes to unaudited consolidated financial statements.
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TABULA RASA HEALTHCARE, INC.
UNAUDITED CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(In thousands, except share amounts)
Stockholders' Equity (Deficit)
Preferred Stock
Balance, January 1, 2018
Common stock offering
issuance costs
Issuance of restricted stock
Forfeitures of restricted shares
Shares repurchased
Exercise of stock options
Stock-based compensation
expense
Net loss
Balance, March 31, 2018

Shares
—

Amount
$
—

Shares
19,371,005

Amount
$
2

Shares
(73,466)

Amount
$ (959)

Additional
Paidin Capital
$ 144,074

—
—
—
—
—

—
—
—
—
—

—
395,254
—
—
374,904

—
—
—
—
—

—
—
(2,474)
(80,000)
—

—
—
—
(2,866)
—

(2)
—
—
—
902

—
—
—

—
—
—

—
—
20,141,163

—
—
2

—
—
(155,940)

—
—
$ (3,825)

$

Preferred Stock
Balance, January 1, 2019
Issuance of common stock
in connection with
acquisition
Issuance of common stock
awards
Issuance of restricted stock
Exercise of stock options
Issuance of common stock
in connection with the
settlement of acquisitionrelated contingent
consideration
Conversion feature of
convertible senior
subordinated notes, net of
allocated debt issuance
costs and tax effect
Purchase of convertible
note hedges
Sale of warrants in
connection with convertible
senior subordinated notes
Stock-based compensation
expense
Net loss
Balance, March 31, 2019

Common Stock

$

Treasury Stock

Common Stock

Treasury Stock

Deficit
(19,229)

$

—
—
—
—
—

$

—
(18,094)
(37,323)

Accumulated

(2)
—
—
(2,866)
902

$

1,945
(18,094)
105,773

Total
Stockholders'

Shares
20,719,297

Amount
$
2

—

—

149,053

—

—
—
—

—
—
—

9,547
565,840
82,686

—
—
—

—

—

614,225

—

—

—

—

—

—

—

—

—

74,049

—

74,049

—

—

—

—

—

—

(101,660)

—

(101,660)

—

—

—

—

—

—

65,910

—

65,910

—
—
—

—
—
22,140,648

$

—
—
2

$

—
—
(690)

—
—
(162,450)

$

Equity
139,009

—

9,504

—

9,504

—
—
(40)

—
—
1,077

—
—
—

—
—
1,037

—
—
$ (3,865)

(609)

6,852
—
$ 264,453

See accompanying notes to unaudited consolidated financial statements.
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$

Deficit
(66,498)

Equity
123,888

Amount
$
—

—

Amount
$ (3,825)

Additional
Paidin Capital
$ 209,330

$

Total
Stockholders'

Shares
—

—
—
—

Shares
(161,760)

1,945
—
$ 146,919

Accumulated

—

$

—
(10,979)
(77,477)

(609)

$

6,852
(10,979)
183,113
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TABULA RASA HEALTHCARE, INC.
UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash (used in) provided by operating activities:
Depreciation and amortization
Amortization of deferred financing costs and debt discount
Deferred taxes
Stock-based compensation
Change in fair value of acquisition-related contingent consideration
Acquisition-related contingent consideration paid
Other noncash items
Changes in operating assets and liabilities, net of effect from acquisitions:
Accounts receivable, net
Inventories
Prepaid expenses and other current assets
Other assets
Accounts payable
Accrued expenses and other liabilities
Other long-term liabilities
Net cash (used in) provided by operating activities

Three Months Ended
March 31,
2019
2018
$

(10,979)

$ (18,094)

6,299
1,575
(3,381)
6,852
1,176
(24,428)
12

4,048
21
(94)
1,945
13,521
—
—

(3,258)
(117)
(2,029)
(354)
(1,458)
3,464
(20)
(26,646)

(3,285)
124
(505)
282
(1,770)
4,064
(48)
209

(1,019)
(2,630)
1,000
(158,726)
(161,375)

(1,122)
(1,060)
—
—
(2,182)

—
1,037
(9,418)
(45,000)
—
(18,722)
(276)
325,000
65,910
(101,660)
216,871
28,850
25,029
$
53,879

$

(2,866)
920
(2)
—
(357)
(1,646)
(254)
—
—
—
(4,205)
(6,178)
10,430
4,252

$

—

$

442

$
$
$
$

1,600
484
4
9,504

$
$
$
$

390
43
—
—

Cash flows from investing activities:
Purchases of property and equipment
Software development costs
Proceeds from repayment of note receivable
Acquisitions of businesses, net of cash acquired
Net cash used in investing activities
Cash flows from financing activities:
Payments for repurchase of common stock
Proceeds from exercise of stock options
Payments for debt financing costs
Repayments of line of credit
Payments of equity offering costs
Payments of acquisition-related contingent consideration
Repayments of long-term debt and finance leases
Proceeds from issuance of convertible senior subordinated notes
Proceeds from sale of warrants
Purchase of convertible note hedges
Net cash provided by (used in) financing activities
Net increase (decrease) in cash and restricted cash
Cash and restricted cash, beginning of period
Cash and restricted cash, end of period
Supplemental disclosure of cash flow information:
Acquisition of equipment under capital leases
Additions to property, equipment, and software development purchases included in accounts payable and accrued
expenses
Cash paid for interest
Cash paid for taxes
Stock issued in connection with acquisitions

See accompanying notes to unaudited consolidated financial statements.
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TABULA RASA HEALTHCARE, INC.
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except share and per share data)
1.

Nature of Business

Tabula Rasa HealthCare, Inc. (the “Company”) provides patient-specific, data-driven technology and solutions that
enable healthcare organizations to optimize medication regimens to improve patient outcomes, reduce hospitalizations,
lower healthcare costs and manage risk. The Company delivers its solutions through technology enabled products and
services for medication risk management (“MRM”) and to support health plan management. The Company serves healthcare
organizations that focus on populations with complex healthcare needs and extensive medication requirements. The
Company's cloud-based software solutions provide prescribers, pharmacists, pharmacies and healthcare organizations with
sophisticated and innovative tools to better manage the medication-related needs of patients.
2.

Summary of Significant Accounting Policies

The Company's significant accounting policies are disclosed in the Company’s audited consolidated financial
statements for the year ended December 31, 2018, which are included in the Company’s annual report on Form 10-K filed on
March 1, 2019 (“2018 Form 10-K”). Since the date of those audited consolidated financial statements, there have been no
changes to the Company's significant accounting policies, including the status of recent accounting pronouncements, other
than those detailed below.
(a) Basis of Presentation
The accompanying unaudited consolidated financial statements of the Company have been prepared in accordance
with U.S. generally accepted accounting principles (“GAAP”) and applicable rules and regulations of the Securities and
Exchange Commission (the “SEC”) regarding interim financial reporting. The unaudited interim consolidated financial
statements have been prepared on the same basis as the annual audited consolidated financial statements and, in the opinion
of management, reflect all adjustments (consisting of normal recurring accruals and adjustments), necessary to present fairly
the Company's interim consolidated financial position for the periods indicated. The interim results for the three months
ended March 31, 2019 are not necessarily indicative of results to be expected for the year ending December 31, 2019, any
other interim periods, or any future year or period. As such, the information included in this quarterly report on Form 10-Q
should be read in conjunction with the audited consolidated financial statements and accompanying notes included in the
Company’s 2018 Form 10-K.
(b) Use of Estimates
The preparation of consolidated financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities, disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting
period.
On an ongoing basis, management evaluates its estimates and assumptions, including, but not limited to, those
related to: (i) the fair value of assets acquired and liabilities assumed for business combinations, (ii) the recognition and
disclosure of contingent liabilities, (iii) the useful lives of long-lived assets (including definite-lived intangible assets), (iv)
the evaluation of revenue recognition criteria, (v) assumptions used in the Black-Scholes option-pricing model to determine
the fair value of stock-based compensation instruments, (vi) the realizability of long-lived assets including goodwill and
intangible assets, (vii) the assumptions used to determine the fair value of right-of-use assets and liabilities for the
Company’s leases, and (viii) the assumptions used to determine the fair value of convertible debt instruments and related
equity-classified conversion option. These estimates are based on historical data and experience, as well as various other
factors that management believes to be reasonable under the circumstances, the results of which form the basis for making
judgments about the carrying value of assets and liabilities that are not readily apparent from other sources. The Company
has engaged and may, in the future, engage third-party valuation specialists to assist with estimates related to the valuation
of assets and liabilities acquired. Such estimates often require the selection of appropriate valuation methodologies and
models, and significant judgment in evaluating ranges of assumptions and financial inputs. Actual results may differ from
those estimates under different assumptions or circumstances.
7
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TABULA RASA HEALTHCARE, INC.
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except share and per share data)
(c) Revenue Recognition
The Company evaluates its contractual arrangements to determine the performance obligations and transaction
prices. Revenue is allocated to each performance obligation and recognized when the related performance obligations are
satisfied. Shipping and handling costs associated with outbound freight after control over a product has transferred to a
customer are accounted for as a fulfillment cost and are included in cost of revenue. See Note 3 for additional detail about the
Company’s products and service lines.
(d) Cost of Product Revenue
Cost of product revenue includes all costs directly related to the fulfillment and distribution of prescription drugs as
part of the Company’s MRM offerings. Costs consist primarily of the purchase price of the prescription drugs the Company
dispenses, expenses to package, dispense and distribute prescription drugs, and expenses associated with the Company's
prescription fulfillment centers, including employment costs and stock-based compensation, and expenses related to the
hosting of the Company’s technology platforms. Such costs also include direct overhead expenses, as well as allocated
miscellaneous overhead costs. The Company allocates miscellaneous overhead costs among functions based on employee
headcount.
(e) Cost of Service Revenue
Cost of service revenue includes all costs directly related to servicing the Company’s MRM service contracts, which
primarily consist of labor costs, outside contractors, data acquisition, technology services, hosting fees and overhead costs. In
addition, service costs include all labor costs, including stock-based compensation expense, directly related to the health
plan management and pharmacy cost management services and expenses for claims processing, technology services and
overhead costs.
(f) Restricted Cash
Cash and cash equivalents that are restricted as to withdrawal or use under certain contractual agreements are
recorded in restricted cash on the Company’s consolidated balance sheet. As part of the Company’s third party administrative
services, which fall under the Company’s health plan management services, the Company holds funds on behalf of its clients.
These amounts are recorded as restricted cash with an offsetting liability recorded in accrued expenses and other liabilities on
the Company’s consolidated balance sheet.
The following table provides a reconciliation of cash and restricted cash reported within the consolidated balance
sheets that sum to the total cash and restricted cash as reported in the consolidated statements of cash flows.
March 31,
2019
2018

Cash
Restricted cash
Total cash and restricted cash as presented in the consolidated statement
of cash flows

$ 49,598
4,281

$

4,252
—

$ 53,879

$

4,252

(g) Accounts Receivable, net
Accounts receivable are recorded at the invoiced amount and do not bear interest. The Company maintains an
allowance for doubtful accounts for estimated losses inherent in its accounts receivable portfolio. In establishing the required
allowance, management considers historical losses adjusted to take into account current market conditions and the
Company’s clients’ financial condition, the amount of receivables in dispute and the current receivables aging and current
payment patterns. The Company reviews its allowance for doubtful accounts monthly. The allowance for doubtful accounts
was $763 and $528 as of March 31, 2019 and December 31, 2018, respectively.
8
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TABULA RASA HEALTHCARE, INC.
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except share and per share data)
(h) Leases
The Company determines if an arrangement is a lease at inception. As of January 1, 2019, operating leases are
included in operating lease right-of-use (“ROU”) assets, current operating lease liabilities, and noncurrent operating lease
liabilities in the consolidated balance sheets. Finance leases are included in property and equipment, net, current portion of
long-term debt and finance leases, and long-term debt and finance leases in the consolidated balance sheets. ROU assets
represent the Company’s right to use an underlying asset for the lease term, and lease liabilities represent the Company’s
obligation to make lease payments arising from the lease.
ROU assets and liabilities are recognized at the lease commencement date based on the estimated net present value
of lease payments over the lease term. The Company uses its estimated incremental borrowing rate in determining the net
present value of lease payments. The estimated incremental borrowing rate is derived from relevant market information and
other publicly available data for instruments with similar characteristics at the lease commencement date.
Leases with an initial term of 12 months or less are not recorded on the balance sheet. The lease expense for shortterm leases is recognized on a straight-line basis over the lease term. Many leases include options to renew, with the exercise
of lease renewal options at the Company’s sole discretion. The lease terms that include options to renew the lease require
such renewal to be included when it is reasonably certain that the Company will exercise such option. The depreciable life of
assets and leasehold improvements is limited by the expected lease term.
The Company’s lease agreements do not contain any residual value guarantees. The Company has elected to
include both lease and nonlease components as a single lease component for its operating leases.
(i) Recent Accounting Pronouncements
In February 2016, the FASB issued Accounting Standards Update (“ASU”) No. 2016-02, Leases (Topic 842) ("ASU
2016-02"). The new standard establishes a ROU model that requires a lessee to record a ROU asset and a lease liability on the
balance sheet for all leases with terms longer than 12 months. Leases will be classified as either finance or operating, with
classification affecting the pattern of expense recognition in the income statement. ASU 2016-02 was effective for annual
periods beginning after December 15, 2018, including interim periods within those annual periods, with early adoption
permitted. In July 2018, the FASB issued ASU No. 2018-11, Leases (Topic 842): Targeted Improvements (“ASU No. 201811”), which provides an additional modified transition method by which entities may elect to initially apply the transition
requirements in ASU 2016-02 at the effective date with the effects of initial application recognized as a cumulative effect
adjustment to the opening balance of retained earnings in the period of adoption, and without retrospective application to
any comparative prior periods presented. The Company adopted ASU 2016-02 on January 1, 2019 using the modified
transition method permitted by ASU No. 2018-11.
The Company elected the package of practical expedients permitted under the transition guidance, which permits
the Company to carry forward its prior conclusions about lease identification, lease classification, and initial direct costs, but
did not elect the hindsight practical expedient. ROU assets and liabilities for the Company’ existing leases were recognized
on January 1, 2019 based on the estimated net present value of lease payments over the remaining lease term. The adoption
of ASU 2016-02 resulted in the recording of lease assets and lease liabilities of $18,469 and $21,173, respectively, as of
January 1, 2019. The standard had no impact on the Company’s opening balance of retained earnings, consolidated net
earnings or cash flows. See Note 7 for additional information on the Company’s leases.
In January 2017, the FASB issued ASU No. 2017-04, Intangibles – Goodwill and Other (Topic 350): Simplifying
the Test for Goodwill Impairment ("ASU 2017-04"). ASU 2017-04 simplifies the accounting for goodwill impairment by
eliminating the requirement to calculate the implied fair value of goodwill to measure an impairment charge. Instead, entities
will be required to record an impairment charge based on the excess of a reporting unit’s carrying value over its fair value.
ASU 2017-04 is effective for financial statements issued for fiscal years beginning after December 15, 2019 and early
adoption is permitted. The Company believes the adoption of ASU 2017-04 will not
9
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TABULA RASA HEALTHCARE, INC.
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except share and per share data)
have a material effect on the Company's consolidated financial statements.
In August 2018, the FASB issued ASU No. 2018-13, Fair Value Measurement (Topic 820): Disclosure Framework –
Changes to the Disclosure Requirements for Fair Value Measurement (“ASU 2018-13”). ASU 2018-13 updates the
disclosure requirements for fair value measurements and is effective for financial statements issued for fiscal years beginning
after December 15, 2019. The Company is currently evaluating the potential impact of the adoption of this standard on the
Company’s consolidated financial statements.
In August 2018, the FASB issued ASU No. 2018-15, Intangibles—Goodwill and Other—Internal-Use Software
(Subtopic 350-40): Customer’s Accounting for Implementation Costs Incurred in a Cloud Computing Arrangement That Is a
Service Contract (“ASU 2018-15”). ASU 2018-15 aligns the requirements for capitalizing implementation costs incurred in a
hosting arrangement that is a service contract with the requirements for capitalization of implementation costs incurred to
develop or obtain internal-use software and hosting arrangements that include an internal-use software license. ASU 2018-15
is effective for financial statements issued for fiscal years beginning after December 15, 2019. The Company is currently
evaluating the potential impact of the adoption of this standard on the Company’s consolidated financial statements.
3.

Revenue

The Company provides technology-enabled solutions tailored toward the specific needs of the healthcare
organizations and health plans it serves. These solutions can be integrated or provided on a standalone basis. Contracts
generally have a term of one to five years and in some cases automatically renew at the end of the initial term. In most cases,
clients may terminate their contracts with a notice period ranging from 0 to 180 days without cause, thereby limiting the term
in which the Company has enforceable rights and obligations. Revenue is recognized in an amount that reflects the
consideration that is expected in exchange for the goods or services. The Company uses the practical expedient not to
account for significant financing components because the period between recognition and collection does not exceed one
year for most of the Company’s contracts.
Product Revenue
MRM prescription fulfillment services. The Company has a stand ready obligation to provide prescription
fulfillment pharmacy services, including dispensing and delivery of an unknown mix and quantity of medications, directly
to healthcare organizations. Revenue from MRM prescription fulfillment services is generally recognized when medications
are shipped and control has passed to the client and is generally billed monthly. At the time of shipment, the Company has
performed substantially all of its performance obligations under its client contracts and does not experience a significant
level of returns or reshipments.
Service Revenue
MRM services. The Company provides an array of MRM services. These services include identification of high risk
individuals, patient engagement, medication regimen reviews, and software for pharmacists to track clinical interventions
regarding optimizing medication therapy, including dosing, and methodologies to increase adherence. Revenue related to
these performance obligations primarily consists of per member per month fees, monthly subscription fees, and per
comprehensive medication review fees. MRM per member per month fees and monthly subscription fees are recognized
based on their relative stand-alone selling prices as the services are provided. Additionally, certain of the Company’s MRM
service contracts include a performance guarantee based on the number of comprehensive medication reviews completed and
guarantees by the Company for specific service level performance. For these contracts, revenue is recognized as
comprehensive medication reviews are completed at their relative stand-alone selling price which is estimated based on the
Company’s assessment of the total transaction price under each contract. The stand-alone selling price and amount of
variable consideration recognized are adjusted as necessary at the end of each reporting period. If client performance
guarantees are not being realized, the Company records, as a reduction to revenue, an estimate of the amount that will be due
at the end of the respective client’s contractual period. Fees for these services are generally billed monthly.
10
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TABULA RASA HEALTHCARE, INC.
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except share and per share data)
Health plan management services. The Company has a stand ready obligation to provide risk adjustment services,
electronic health records solutions, and third party administration services, which the Company collectively refers to as
health plan management services. The performance obligations are a series of distinct services that are substantially the same
and have the same pattern of transfer. Revenue related to these performance obligations primarily consists of setup fees, per
member per month fees, and in certain contracts a gain-share component. Revenue from these contracts is recognized
monthly as the health plan management services are provided. The revenue includes the contractual per member per month
rate and an estimated gain earned during each reporting period. Fees for these services are generally billed monthly. Set-up
fees related to health plan management contracts represent an upfront fee from the client to compensate the Company for its
efforts to prepare the client and configure its system for the data collection process. Set-up activities that do not have value
apart from the broader health plan management services provided to the client and that do not represent a separate
performance obligation are recognized over the contract term as services are provided. Set-up activities that have value apart
from the services provided to the client represent a separate performance obligation and as such, are recognized as performed.
Pharmacy cost management services. The Company has a stand ready obligation to provide monthly pharmacy cost
management services which include adjudication, pricing validation, utilization analysis and pharmacy transaction review
services. The performance obligation is a series of distinct services that are substantially the same and have the same pattern
of transfer. Revenue related to this performance obligation primarily consists of subscription fees based on a monthly flat fee
or as a percentage of monthly transactions incurred and revenue generated from drug manufacturers for the sale of drug
utilization data. Revenue from these services is recognized monthly as the pharmacy cost management services are provided
at the contractual subscription fee rate and when the data is submitted to the drug manufacturers based on the estimated fair
value of the data. The drug utilization fees recognized are estimated using historical data, and are adjusted as necessary to
reflect new information. Drug utilization data is generally submitted monthly and collected 180 days after submission.
Disaggregation of revenue
In the following table, revenue is disaggregated by major service line. The Company manages its operations and
allocates its resources as a single reportable segment. The Company's MRM and health plan management clients consist
primarily of healthcare payors, providers, and pharmacies. The Company’s pharmacy cost management clients consist
primarily of post-acute care facilities. Substantially all of the Company’s revenue is recognized in the United States (“U.S.”)
and substantially all of the Company’s assets are located in the U.S.
Three Months Ended
March 31,
2019
2018

Major service lines:
MRM prescription fulfillment services
MRM services
Health plan management services
Pharmacy cost management services
Other services

$

$

11

30,982
19,958
8,983
1,008
28
60,959

$

$

27,180
13,695
1,705
1,295
69
43,944
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Contract balances
Assets and liabilities related to the Company’s contracts are reported on a contract-by-contract basis at the end of
each reporting period. The following table provides information about the Company’s contract assets and contract liabilities
from contracts with clients as of March 31, 2019 and December 31, 2018.

Contract assets
Contract liabilities

March 31,
2019

December 31,
2018

$

$

4,718
6,093

3,075
1,733

Contract assets as of March 31, 2019 consisted of $3,617 related to data analytics contract assets, $904 related to
consideration for performance obligations completed related to MRM service contracts but which the Company does not
have an unconditional right to the consideration, and $197 related to the gain-share component of completed health plan
management services contracts. Contract assets as of December 31, 2018 consisted of $2,913 related to the data analytics
contract asset and $162 related to the gain-share component of completed health plan management services contracts.
Contract assets are included in other current assets on the Company’s consolidated balance sheets. The contract assets are
transferred to receivables when the rights to the additional consideration becomes unconditional.
The contract liabilities as of March 31, 2019 consisted of $3,245 related to acquired performance obligations for
software services contracts associated with the Company’s acquisition of DoseMe and PrescribeWellness in the first quarter
of 2019 (see Note 5), $1,303 related to advanced payments received for service obligations on MRM performance guaranteed
contracts, $789 related to advanced billings for prescription medications not yet fulfilled or dispensed, $618 related to
performance obligations related to software maintenance contracts for electronic health records solutions, and $138 related to
unamortized setup fees on health plan management contracts. The contract liabilities as of December 31, 2018 consisted of
$858 related to advanced billings for prescription medications not yet fulfilled or dispensed, $730 related to performance
obligations related to software maintenance contracts for electronic health records solutions, and $145 related to
unamortized setup fees on health plan management contracts.
Contract liabilities are included in accrued expenses and other current liabilities and in other long-term liabilities
on the Company’s consolidated balance sheets. The Company anticipates that it will satisfy most of its performance
obligations associated with its contract liabilities within a year.
Significant changes in the contract assets and the contract liabilities balances during the period are as follows:
March 31,
2019

Contract assets:
Contract assets, beginning of period
Changes to the contract assets at the beginning of the period as a result of
changes in estimates
Increases, net of reclassifications to receivables
Contract assets, end of period
Contract liabilities:
Contract liabilities, beginning of period
Revenue recognized that was included in the contract liabilities balance at the
beginning of the period
Increases due to cash received, excluding amounts recognized as revenue during
the period
Increases due to business combination, excluding amounts recognized as
revenue during the period
Contract liabilities, end of period

12

$

3,075

$

(321)
1,964
4,718

$

1,733
(1,160)
2,323

$

3,197
6,093
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During the three months ended March 31, 2018, the Company recognized $1,224 of revenue that was included in
the December 31, 2017 contract liability balance of $1,350.
4.

Net Loss per Share

Basic net loss per share is computed by dividing net loss attributable to common stockholders by the weighted
average number of shares of common stock of the Company outstanding during the period. Diluted net loss per share is
computed by dividing net loss attributable to common stockholders by the weighted average number of shares of common
stock outstanding during the period plus the impact of dilutive securities, to the extent that they are not anti-dilutive.
stock:

The following table presents the calculation of basic and diluted net loss per share for the Company’s common
Three Months Ended
March 31,
2018

2019

Numerator:
Net loss attributable to common stockholders, basic and diluted
Denominator (basic and diluted):
Weighted average shares of common stock outstanding, basic and
diluted
Net loss per share attributable to common stockholders, basic and
diluted

$

(10,979) $
20,384,557

$

(0.54) $

(18,094)
18,789,226
(0.96)

The following potential common shares, presented based on amounts outstanding for the three months ended
March 31, 2019 and 2018 were excluded from the calculation of diluted net loss per share attributable to common
stockholders for the periods indicated because including them would have had an anti-dilutive effect.
Three Months Ended
March 31,
2019
2018

Stock options to purchase common stock
Unvested restricted stock
Common stock warrants
Contingently issuable shares

above.
5.

3,041,855
1,531,785
4,646,393
20,000
9,240,033

2,809,641
1,144,709
—
—
3,954,350

Shares associated with the conversion of the convertible senior subordinated notes have been excluded in the table

Acquisitions

2019 Acquisitions
PrescribeWellness
On March 5, 2019, the Company entered into, and consummated the transactions contemplated by, a Merger
Agreement (the “Merger Agreement”) with Prescribe Wellness, LLC, a Nevada limited liability company
(“PrescribeWellness”) and Fortis Advisors LLC, a Delaware limited liability company, solely in its capacity as the initial
Holder Representative. PrescribeWellness is a leading cloud-based patient engagement solutions company that facilitates
collaboration between more than 10,000 pharmacies with patients, payers, providers, and pharmaceutical companies. The
Company paid $150,000 in cash consideration upon closing, subject to certain customary adjustments as set forth in
13
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the Merger Agreement. A portion of the closing consideration is being held in escrow to secure potential claims for
indemnification under the Merger Agreement and in respect of adjustments to the consideration under the Merger
Agreement.
In connection with the acquisition of PrescribeWellness, the Company incurred direct acquisition costs of $3,171
during the three months ended March 31, 2019, which were recorded in general and administrative expenses in the
consolidated statements of operations.
The fair value of the acquisition consideration, net of post-closing adjustments, was $148,590 paid in cash.
The following table summarizes the preliminary allocation of the purchase price based on the estimated fair values
of the assets acquired and liabilities assumed at the date of acquisition
Accounts receivable
Prepaid expenses and other current assets
Property and equipment
Operating lease right-of-use-assets
Trade name
Developed technology
Patient database
Client relationships
Goodwill
Total assets acquired

$

Operating lease liabilities
Trade accounts payable
Accrued expenses and other liabilities
Total purchase price

$

2,271
1,322
1,155
1,467
4,100
19,500
15,100
65,800
45,797
156,512

$

(1,467)
(1,742)
(4,713)
148,590

The purchase price was allocated to the tangible assets and identifiable intangible assets acquired and liabilities
assumed based on their acquisition-date estimated fair values. The identifiable intangible assets principally included a trade
name, developed technology, patient database, and client relationships, all of which are subject to amortization on a straightline basis and are being amortized over a weighted average of 5, 10, 5, and 14 years, respectively. The weighted average
amortization period for acquired intangible assets as of the date of acquisition is 11.60 years.
The Company, with the assistance of a third-party appraiser, assessed the fair value of the assets of
PrescribeWellness. The fair value of the trade name and developed technology was estimated using the relief from royalty
method. The Company derived the hypothetical royalty income from the projected revenues of PrescribeWellness. The fair
value of client relationships was estimated using a multi period excess earnings method. To calculate fair value, the
Company used cash flows discounted at a rate considered appropriate given the inherent risks associated with each client
grouping. The fair value of the patient database was estimated using a cost to replace method.
The useful lives of the intangible assets were estimated based on the expected future economic benefit of the assets
and are being amortized over the estimated useful life in proportion to the economic benefits consumed using the straightline method.
The amortization of intangible assets is deductible for income tax purposes.
The Company believes the goodwill related to the acquisition of PrescribeWellness resulted from the establishment
of new market opportunities while at the same time expanding its service offering to its existing customer base. The goodwill
is deductible for income tax purposes.
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Revenue from PrescribeWellness is primarily comprised of subscription fees for its cloud-based patient engagement
solutions. Revenue for these services, and the related costs, is recognized each month as performance obligations are satisfied
and costs are incurred, and is included in service revenue and cost of revenue – service cost, respectively, in the Company’s
consolidated statement of operations. For the three months ended March 31, 2019, service revenue of $2,191 and a net loss of
$871 from PrescribeWellness were included in the Company’s consolidated statements of operations. Service revenue was
recorded net of a reduction of $203 due to the purchase accounting effects of recording deferred revenue at fair value.
The Company continues to evaluate the fair value of certain assets acquired and liabilities assumed related to the
acquisition. Additional information, which existed as of the acquisition date, but was at that time unknown to the Company,
may become known during the remainder of the measurement period. Changes to amounts recorded as a result of the final
determination may result in a corresponding adjustment to these assets and liabilities, including goodwill. The determination
of the estimated fair values of all assets acquired is expected to be completed within one year from the date of acquisition
DoseMe
On January 2, 2019, the Company completed the acquisition of all of the outstanding share capital and options to
purchase share capital of DoseMe Holdings Pty Ltd, a proprietary company limited by shares organized under the Laws of
Australia (“DoseMe”). DoseMe is the developer of DoseMeRx, an advanced precision dosing tool to help physicians and
pharmacists accurately dose patients’ high-risk parenteral (intravenous) medications based on individual needs. The
acquisition was made pursuant to a Share Purchase Deed, made and entered into as of November 30, 2018. The consideration
for the acquisition was comprised of (i) cash consideration of up to $10,000 paid at closing, subject to certain customary
post-closing adjustments as set forth in the Share Purchase Deed, (ii) the issuance of 149,053 shares of the Company’s
common stock, and (iii) the potential for a contingent earn out payment of up to $10,000, to be paid in 50% cash and 50% of
the Company’s common stock, based on the financial performance of DoseMe. The Company is not obligated to pay more
than $10,000 in cash and common stock for the contingent earn out payment. A portion of the cash consideration paid at
closing is being held in escrow to secure potential claims by the Company for indemnification under the agreement and in
respect of adjustments to the purchase price.
In connection with the acquisition of DoseMe, the Company incurred direct acquisition costs of $63 during the
three months ended March 31, 2019, which were recorded in general and administrative expenses in the consolidated
statements of operations.
The following table summarizes the purchase price consideration based on the estimated acquisition-date fair value
of the acquisition consideration.
Cash consideration at closing, net of post-closing adjustments
Stock consideration at closing
Estimated fair value of contingent consideration
Total fair value of acquisition consideration
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$
$

10,136
9,504
8,720
28,360
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The following table summarizes the preliminary allocation of the purchase price based on the estimated fair values
of the assets acquired and liabilities assumed at the date of acquisition:
Accounts receivable
Prepaid expenses and other current assets
Trade name
Developed technology
Non-competition agreements
Goodwill
Total assets acquired

$

Trade accounts payable
Accrued expenses and other liabilities
Total purchase price, including contingent consideration of $8,720

$

9
110
88
16,100
390
12,042
28,739

$

(17)
(362)
28,360

The purchase price was allocated to the tangible assets and identifiable intangible assets acquired and liabilities
assumed based on their acquisition-date estimated fair values. The identifiable intangible assets principally included a trade
name, developed technology and non-competition agreements, all of which are subject to amortization on a straight-line
basis and are being amortized over a weighted average of 4, 7.5 and 5 years, respectively. The weighted average amortization
period for acquired intangible assets as of the date of acquisition is 7.42 years.
The Company, with the assistance of a third-party appraiser, assessed the fair value of the assets of DoseMe. The fair
value of the trade name was estimated using the relief from royalty method. The Company derived the hypothetical royalty
income from the projected revenues of DoseMe. The fair value of the developed technology was estimated using a multi
period excess earnings method. To calculate fair value, the Company used cash flows discounted at a rate considered
appropriate given the inherent risks associated with the economic return on contributory assets and estimated revenues
generated. The fair value of the non-competition agreements was estimated using the discounted earnings method by
estimating the potential loss of earnings absent the non-competition agreements, assuming the covenantor competes at
different time periods during the life of the agreements. See Note 16 for additional discussion of the fair value assessment of
the acquisition-related contingent consideration.
The useful lives of the intangible assets were estimated based on the expected future economic benefit of the assets
and are being amortized over the estimated useful life in proportion to the economic benefits consumed using the straightline method.
The amortization of intangible assets is deductible for U.S. income tax purposes.
The Company believes the goodwill related to the acquisition of DoseMe resulted from gaining a complementary
capability that, when combined with the Company’s existing platform, will create significant market opportunity. The
goodwill is deductible for U.S. income tax purposes.
Revenue from DoseMe is primarily comprised of subscription and license fees for use of DoseMe’s advanced
precision dosing software tool. Revenue for these services, and the related costs, is recognized each month as performance
obligations are satisfied and costs are incurred, and is included in service revenue and cost of revenue – service cost,
respectively, in the Company’s consolidated statements of operations. For the three months ended March 31, 2019, service
revenue of $66 and net loss of $1,226 from DoseMe were included in the Company’s consolidated statement of operations.
The Company continues to evaluate the fair value of certain assets acquired and liabilities assumed related to the
acquisition. Additional information, which existed as of the acquisition date, but was at that time unknown to the Company,
may become known during the remainder of the measurement period. Changes to amounts recorded as a result of the final
determination may result in a corresponding adjustment to these assets and liabilities, including
16
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goodwill. The determination of the estimated fair values of all assets acquired is expected to be completed within one year
from the date of acquisition.
2018 Acquisitions
Cognify
On October 19, 2018, the Company entered into and consummated the transactions contemplated by a Stock Purchase
Agreement with each stockholder of Cognify, Inc., (“Cognify”), and Mace Wolf, solely in his capacity as the Sellers’
Representative, to acquire all of the issued and outstanding capital stock of Cognify. Cognify is a provider of electronic
health record solutions in the Programs of All-Inclusive Care for the Elderly (“PACE”) market and to managed long-term care
and medical home providers. See Note 6 set forth in the Company’s audited financial statements included as part of the 2018
Form 10-K for additional information on the Cognify acquisition.
Revenue from Cognify is primarily composed of per member per month fees and annual subscription fees for
electronic health record solutions. Revenue for these services and the related costs is recognized each month as performance
obligations are satisfied and costs are incurred, and is included in service revenue and cost of revenue – service cost,
respectively, in the Company’s consolidated statements of operations. For the three months ended March 31, 2019, service
revenue of $949 and a net loss of $106 from Cognify were included in the Company’s consolidated statement of operations.
Mediture
On August 31, 2018, the Company entered into a membership interest purchase agreement with each member of
Mediture LLC and eClusive L.L.C. (collectively, “Mediture”) and Kelley Business Law, PLLc, solely in this capacity as the
seller representative, pursuant to which the Company acquired all of the issued and outstanding membership and/or
economic interests of Mediture. Mediture is a provider of electronic health record solutions and third party administrator
services in the PACE market and also services several managed long-term care organizations in the State of New York. See
Note 6 set forth in the Company’s audited financial statements included as part of the 2018 Form 10-K for additional
information on the Mediture acquisition.
Revenue from Mediture is primarily comprised of per member per month fees and annual subscription fees for
electronic health record solutions and third party administration services. Revenue for these services and the related costs are
recognized each month as performance obligations are satisfied and costs are incurred, and is included in service revenue and
cost of revenue – service cost, respectively, in the Company’s consolidated statements of operations. For the three months
ended March 31, 2019, service revenue of $3,473 and net income of $821 from Mediture were included in the Company’s
consolidated statement of operations.
Peak PACE Solutions
On May 1, 2018, the Company entered into an asset purchase agreement with Peak PACE Solutions, LLC (“Peak
PACE”) and certain other parties thereto pursuant to which the Company acquired substantially all of the assets, and assumed
certain enumerated liabilities, of Peak PACE, an organization that helps PACE organizations manage the business functions
that drive the major sources of reimbursement revenue and utilization costs. See Note 6 set forth in the Company’s audited
financial statements included as part of the 2018 Form 10-K for additional information on the Peak PACE acquisition.
Revenue from Peak PACE is primarily comprised of per member per month fees for third party administration
services. Revenue for these services and the related costs are recognized each month as performance obligations are satisfied
and costs are incurred, and is included in service revenue and cost of revenue – service cost, respectively, in the consolidated
statements of operations. For the three months ended March 31, 2019, service revenue of $2,213 and net income of $171
from Peak PACE were included in the Company’s consolidated statement of operations.
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Pro forma
The unaudited pro forma results presented below include the results of the aforementioned acquisitions as if they
had been consummated as of January 1, 2018. The unaudited pro forma results include the amortization associated with
acquired intangible assets, interest expense on the debt incurred to fund these acquisitions, insurance expense for additional
required business insurance coverage, stock compensation expense related to equity awards granted to employees of the
acquired companies, adjustments to revenue for the purchase accounting effects of recording deferred revenue at fair value,
and the estimated tax effect of adjustments to income (loss) before income taxes. Material nonrecurring charges, including
direct acquisition costs, directly attributable to the transactions are excluded. In addition, the unaudited pro forma results do
not include any expected benefits of the acquisitions. Accordingly, the unaudited pro forma results are not necessarily
indicative of either future results of operations or results that might have been achieved had the acquisitions been
consummated as of January 1, 2018.
Three Months Ended
March 31,
2019
2018

Revenue
Net loss
Net loss per share attributable to common
stockholders, basic and diluted
6.

$

66,706 $
(13,831)

50,170
(23,141)

(0.68)

(1.21)

Property and Equipment

Depreciation expense on property and equipment for the three months ended March 31, 2019 and 2018 was $1,008
and $834, respectively.
7.

Leases

The Company has entered into various operating and finance leases for office space and equipment. The operating
leases expire on various dates through 2030, and certain of such leases also contain renewal options and escalation clauses.
In addition to the base rent payments, the Company will be obligated to pay a pro rata share of operating expenses and taxes.
The components of lease expense were as follows:
Three Months Ended
March 31,
2018

2019

Operating lease cost

$

1,115

Finance lease cost:
Amortization of leased assets
Interest on lease liabilities
Total finance lease cost
$
Total lease cost

225
16
241
1,356

$

691

$

326
39
365
1,056

Operating lease cost includes short-term lease payments and variable lease payments, which are immaterial.

18

Table of Contents

TABULA RASA HEALTHCARE, INC.
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except share and per share data)

Supplemental balance sheet information related to leases was as follows:
March 31, 2019

Operating leases:
Operating lease right-of-use assets
Current operating lease liabilities
Noncurrent operating lease liabilities
Total operating lease liabilities

$

23,460

$

4,058
22,560
26,618

$

Finance leases:
Property and equipment
Accumulated amortization
Property and equipment, net

$

3,477
(2,661)
816

$

Current obligations of finance leases
Finance leases, net of current obligations
Total finance lease liabilities

$

810
11
821

$

Weighted average remaining lease term (in years):
Operating leases
Finance leases

9.10
0.84

Weighted average discount rate:
Operating leases
Finance leases

4.43 %
6.64 %

Supplemental cash flow information related to leases was as follows:
Three Months Ended
March 31, 2019

Cash paid for amounts included in the measurement of lease liabilities:
Operating cash flows for operating leases
Operating cash flows for finance leases
Financing cash flows for finance leases
Leased assets obtained in exchange for lease liabilities:
Operating leases*
Finance leases

$

1,121
18
276

$

4,283
—

*Excludes operating lease assets acquired in connection with the acquisitions of DoseMe and PrescribeWellness.
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Maturities of lease liabilities as of March 31, 2019 were as follows:
2019
2020
2021
2022
2023
Thereafter
Total minimum lease payments
Less: imputed interest
Present value of lease liabilities
Less current portion
Total long-term lease liabilities

Operating leases
3,127
4,235
3,768
3,286
3,074
15,278
32,768
(6,150)
26,618
(4,058)
$
22,560
$

Finance leases
693
150
4
—
—
—
847
(26)
821
(810)
11

$

$

As of March 31, 2019, the Company has an additional operating lease commitment that has not yet commenced of
approximately $872 for office space in Orlando, Florida which is expected to be occupied in June 2019 and has a lease term
of five years from the occupancy date.
As previously disclosed in the 2018 Form 10-K and under the previous lease accounting standard, future minimum
lease payments for operating and finance leases having initial or remaining cancellable lease terms in excess of one year
would have been as follows as of December 31, 2018:
Payments due by period
Less
than 1
year
1-3 years 3-5 years

Total

Capital leases
Operating leases
Total
8.

$ 1,141
32,367
$ 33,508

$

987
3,793
$ 4,780

$

154
7,183
$ 7,337

$

—
6,114
$ 6,114

More
than 5
years

$

—
15,277
$ 15,277

Software Development Costs

The Company capitalizes certain costs incurred in connection with obtaining or developing internal-use software,
including external direct costs of material and services and payroll costs for employees directly involved with the software
development. As of March 31, 2019 and December 31, 2018, capitalized software costs consisted of the following:
March 31, 2019

Software development costs
Less: accumulated amortization
Software development costs, net

$
$

Capitalized software development costs included above not yet
$
subject to amortization

December 31, 2018

17,872 $
(7,654)
10,218 $
3,026

$

15,278
(7,030)
8,248
3,500

Amortization expense for the three months ended March 31, 2019 and 2018 was $624 and $686, respectively.
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9.

Goodwill and Intangible Assets
The Company’s goodwill and related changes during the three months ended March 31, 2019 are as follows:
Balance at January 1, 2019
Goodwill from 2019 acquisitions
Balance at March 31, 2019

$ 108,213
57,839
$ 166,052

Goodwill is not amortized, but instead tested for impairment annually. The Company conducted its annual
impairment test as of October 1, 2018 and determined that there were no indicators of impairment during 2018. The next
annual impairment test will be conducted as of October 1, 2019, unless the Company identifies a triggering event in the
interim. Management has not identified any triggering events during the three months ended March 31, 2019.
Intangible assets consisted of the following as of March 31, 2019 and December 31, 2018:

March 31, 2019
Trade names
Client relationships
Non-competition agreements
Developed technology
Patient database
Domain name
Total intangible assets

Weighted Average
Amortization Period
(in years)

6.95
12.05
5.00
8.08
5.00
10.00
Weighted Average
Amortization Period
(in years)

December 31, 2018
Trade names
Client relationships
Non-competition agreements
Developed technology
Domain name
Total intangible assets

7.96
9.56
5.00
7.19
10.00

Gross Value

$ 11,624
119,869
7,144
66,791
15,100
59
$ 220,587

Accumulated
Amortization

$

(2,716) $ 8,908
(12,601)
107,268
(2,231)
4,913
(9,160)
57,631
(252)
14,848
(10)
49
(26,970) $ 193,617

$

Gross Value

Accumulated
Amortization

$

$

7,436
54,069
6,754
31,191
59
$ 99,509

Intangible
Assets, net

$

Intangible
Assets, net

(2,357) $ 5,079
(10,757)
43,312
(1,885)
4,869
(7,296)
23,895
(8)
51
(22,303) $ 77,206

Amortization expense for intangible assets for the three months ended March 31, 2019 and 2018 was $4,667 and
$2,528, respectively.
The estimated amortization expense for each of the next five years and thereafter is as follows:
Years Ending December 31,
2019 (April 1 - December 31)
2020
2021
2022
2023
Thereafter
Total estimated amortization expense

$

19,182
25,096
24,979
23,888
22,678
77,794
$ 193,617
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10.

Accrued Expenses and Other Liabilities
As of March 31, 2019 and December 31, 2018, accrued expenses and other liabilities consisted of the following:
Employee related expenses
Contract liability
Client funds obligations*
Contract labor
Interest
Deferred rent
Professional fees
Royalties expense
Other expenses
Total accrued expenses and other liabilities

March 31, 2019

December 31, 2018

$

$

$

8,420
5,960
4,281
2,516
747
—
914
901
1,327
25,066

$

6,357
1,580
4,751
1,563
121
134
442
588
1,020
16,556

*This amount represents clients funds held by the Company, with an offsetting amount included in restricted cash.

11.

Lines of Credit and Long-Term Debt

(a) Lines of Credit
On September 6, 2017, the Company entered into an Amended and Restated Loan and Security Agreement (the
“Amended and Restated 2015 Line of Credit”), whereby the Company amended and restated its revolving line of credit,
originally entered into with Bridge Bank (now Western Alliance Bank) in 2015, and subsequently amended on May 1, 2018,
August 31, 2018, October 19, 2018, December 31, 2018, February 7, 2019 and March 5, 2019. The Amended and Restated
2015 Line of Credit provides for borrowing availability in an aggregate amount up to $60,000 to be used for general
corporate purposes, with a $1,000 sublimit for cash management services, letters of credit and foreign exchange transactions.
The Amended and Restated 2015 Line of Credit matures on September 6, 2020.
Interest on the Amended and Restated 2015 Revolving Line is calculated at a variable rate based upon Western
Alliance Bank's prime rate plus an applicable margin which will range from (0.25%) to 0.25% depending on the Company’s
leverage ratio, with Western Alliance Bank's prime rate having a floor of 3.5%. Financial covenants under the Amended and
Restated 2015 Revolving Line require that the Company (i) maintain an unrestricted cash and unused availability balance
under the Amended and Restated 2015 Revolving Line of at least $1,500 at all times (the liquidity covenant), (ii) maintain a
leverage ratio of less than 2.50:1.00, on a trailing twelve-month basis starting with the twelve-month period ended December
31, 2017, measured quarterly, and (iii) maintain a minimum quarterly EBITDA, starting with the quarter ended December 31,
2017 and each quarter thereafter, of at least 75% of the plan approved by the Company’s Board of Directors (the “Board”). In
addition, the Company may not contract to make capital expenditures, excluding capitalized software development costs
and tenant leasehold improvements, greater than $5,000 in any fiscal year without the consent of Western Alliance Bank. As
of March 31, 2019, the Company was in compliance with all covenants related to the Amended and Restated 2015
Revolving Line, and management expects that the Company will be able to maintain compliance with its covenants.
As of March 31, 2019, the Company has an outstanding letter of credit of $300 issued pursuant to the Amended and
Restated 2015 Line of Credit in connection with the Company’s lease agreement for the office space in Moorestown, NJ. The
letter of credit renews annually and expires in September 2027 and reduces amounts available under the Amended and
Restated 2015 Revolving Line.
As of March 31, 2019, there were no amounts outstanding under the Amended and Restated 2015 Revolving Line.
As of December 31, 2018, $45,000 was outstanding under the Amended and Restated 2015 Line of Credit.
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Amounts available for borrowings under the Amended and Restated 2015 Revolving Line were $59,700 as of March 31,
2019.
As of March 31, 2019, the interest rate on the Amended and Restated 2015 Revolving Line was 5.58% and interest
expense was $351 for the three months ended March 31, 2019. As of March 31, 2018, the interest rate on the Amended and
Restated 2015 Revolving Line was 4.82%. No interest expense was incurred for the three months ended March 31, 2018 as
there were no aggregate borrowings outstanding during the three months ended March 31, 2018. In connection with the
Amended and Restated 2015 Revolving Line (and all predecessor agreements prior to the amendment or the amendment and
restatement thereof), the Company recorded deferred financing costs of $581. The Company is amortizing the deferred
financing costs to interest expense using the effective-interest method over the term of the Amended and Restated 2015
Revolving Line and amortized $48 and $21 to interest expense for the three months ended March 31, 2019 and 2018,
respectively.
(b) Convertible senior subordinated notes
On February 12, 2019, the Company issued and sold an aggregate principal amount of $325,000 of 1.75%
convertible senior subordinated notes (the “2026 Notes”) in a private placement pursuant to Rule 144A under the Securities
Act of 1933, as amended. The 2026 Notes bear interest at a rate of 1.75% per year, payable semiannually in arrears on
February 15 and August 15 of each year, beginning on August 15, 2019. The notes will mature on February 15, 2026, unless
earlier converted or repurchased. The initial conversion rate for the notes is 14.2966 shares of the Company’s common stock
per $1 principal amount of notes. This conversion rate is equal to an initial conversion price of approximately $69.95 per
share of the Company’s common stock. Net proceeds from the 2026 Notes were used to pay the cost of convertible note
hedge transactions (described below), repay amounts outstanding under the Amended and Restated 2015 Revolving Line,
fund the PrescribeWellness acquisition (as described in Note 5), fund the payment of the acquisition-related contingent
consideration for SinfoníaRx (“SRx”), and for general corporate purposes.
Holders may convert all or any portion of their 2026 Notes at any time prior to the close of business on the business
day immediately preceding August 15, 2025 only under the following circumstances: (1) during any calendar quarter
commencing after March 31, 2019 (and only during such calendar quarter), if the last reported sale price of the Company’s
common stock for at least 20 trading days (whether or not consecutive) during a period of 30 consecutive trading days
ending on the last trading day of the immediately preceding calendar quarter is greater than or equal to 130% of the
conversion price on each applicable trading day; (2) during the five business day period after any five consecutive trading
day period (the measurement period) in which the trading price (as defined in the indenture governing the 2026 Notes)
per $1 principal amount of 2026 Notes for each trading day of the measurement period was less than 98% of the product of
the last reported sale price of the Company’s common stock and the conversion rate on each such trading day; or (3) upon the
occurrence of specified corporate events, including certain distributions, the occurrence of a fundamental change or makewhole fundamental change (as defined in the indenture governing the 2026 Notes) or a transaction resulting in the
Company’s common stock converting into other securities or property or assets. On or after August 15, 2025 until the close
of business on the first scheduled trading day immediately preceding the maturity date, a holder may convert all or any
portion of its 2026 Notes regardless of the foregoing circumstances. Upon conversion, the Company will pay or deliver, as
the case may be, shares of our common stock, cash or a combination thereof at the Company’s option.
In accounting for the issuance of the 2026 Notes, the Company separated the 2026 Notes into liability and equity
components. With the assistance of a third party valuation specialist, the carrying amount of the liability component was
calculated by utilizing a discounted cash flow model of the contractual cash flows that were discounted at a risk-adjusted
interest rate in order to estimate the fair value of a similar debt instrument that does not have an associated convertible
feature. The carrying amount of the equity component representing the conversion option was $102,900 and was determined
by deducting the fair value of the liability component from the par value of the 2026 Notes. The equity component is not
remeasured as long as it continues to meet the conditions for equity classification. The associated deferred tax effect of
$25,884 was recorded as a reduction of additional paid-in capital. The excess of the principal amount of the liability
component over its carrying amount ("debt discount") is amortized to interest expense over the term of the 2026 Notes using
the effective interest rate method. The effective interest rate over the contractual term of the 2026 Notes was
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8.05%.
Debt issuance costs related to the 2026 Notes are comprised of discounts and commissions payable to the initial
purchasers of $8,937 and third party offering costs of $435. The Company allocated the total amount incurred to the liability
and equity components of the 2026 Notes based on their relative values. Issuance costs attributable to the liability
component were $6,405 and will be amortized to interest expense using the effective interest method over the contractual
term. Issuance costs attributable to the equity component were netted with the equity component in stockholders’ equity.
During the three months ended March 31, 2019, the Company recognized $2,269 of interest expense related to the
2026 Notes, of which $743 was accrued and $1,527 was non-cash accretion of the debt discounts recorded. The 2026 Notes
have been, and will be, classified as long-term debt on the Company’s consolidated balance sheets until such Notes are
within one year of maturity. The 2026 Notes have a carrying value of $217,222 as of March 31, 2019. Accrued interest
payable on the 2026 Notes of $743 as of March 31, 2019 is included in accrued expenses and other liabilities on the
consolidated balance sheets.
(c) Convertible Note Hedge and Warrant Transactions
In connection with the offering of the 2026 Notes, the Company entered into convertible note hedge transactions
with affiliates of certain of the initial purchasers (the “option counterparties”) of the 2026 Notes pursuant to the terms of call
option confirmations. The Company has the option to purchase a total of 4,646,393 shares of its common stock at a price of
approximately $69.95 per share. The total premiums paid for the note hedges were $101,660. The Company also entered into
warrant transactions with the option counterparties whereby they have the option to purchase 4,646,393 shares of the
Company’s common stock at a price of $105.58 per share. The Company received $65,910 in cash proceeds from the sale of
the warrants. As these instruments are considered indexed to the Company's own stock and are considered equity classified,
the convertible note hedges and warrants are recorded in stockholders’ equity, are not accounted for as derivatives and are
not remeasured each reporting period. The net costs incurred in connection with the convertible note hedge and warrant
transactions were recorded as a reduction to additional paid-in capital on our consolidated balance sheets.
The convertible note hedge transactions are expected generally to reduce the potential dilution to the Company’s
common stock upon conversion of the 2026 Notes and/or offset any potential cash payments the Company is required to
make in excess of the principal amount of converted 2026 Notes, as the case may be. The warrant transactions could
separately have a dilutive effect on the Company’s common stock to the extent that the market price per share of the
Company’s common stock exceeds the strike price of the warrants.
(d) Long-term debt
The following table represents the total long-term debt obligations of the Company at March 31, 2019 and
December 31, 2018:
Convertible senior subordinated notes
Unamortized discount, including debt issuance costs, on convertible senior subordinated
notes
Convertible senior subordinated notes, net
Capital leases
Total long-term debt, net
Less current portion, net
Total long-term debt, less current portion, net
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March 31, 2019

December 31, 2018

$

$

$

325,000

(107,778)
217,222
821
218,043
(810)
217,233 $

—
—
—
1,097
1,097
(945)
152
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(e) Other Financing
In May 2016, the Company signed a prime vendor agreement with AmerisourceBergen Drug Corporation
(“AmerisourceBergen”), which was effective March 2016 and requires a monthly minimum purchase obligation of
approximately $1,750. The Company fully expects to meet this requirement. This agreement was subsequently amended and
restated effective May 1, 2016 with a three-year term, which expired April 2019 and continues on a month-to-month basis
until either party provides a 90-day notice.
On March 29, 2019, the Company entered into an Affiliated Pharmacy Agreement and Pharmaceutical Program
Supply Agreement with Thrifty Drug Stores, Inc. (the “Thrifty Drug Agreements”) to replace the prime vendor agreement with
AmerisourceBergen. Pursuant to the terms of the Thrifty Drug Agreements, which have a term lasting through September 30,
2020, the Company has agreed to purchase not less than 98% of the Company’s total prescription product requirements from
Thrifty Drug Stores, Inc. The Company anticipates to commence purchasing prescription products under the Thrifty Drug
Agreements in July 2019 and, until such time, the prime vendor agreement with AmerisourceBergen remains in place. The
Thrifty Drug Agreements authorize Thrifty Drug Stores, Inc. to hold a security interest in all of the products purchased by the
Company under the Thrifty Drug Agreements.
As of March 31, 2019 and December 31, 2018, the Company had $5,248 and $5,340, respectively, due to
AmerisourceBergen as a result of prescription drug purchases. Pursuant to the terms of a security agreement entered into in
connection with the prime vendor agreement, AmerisourceBergen also holds a subordinated security interest in all of the
Company’s assets.
12.

Income Taxes

For the three months ended March 31, 2019, the Company recorded an income tax benefit of $4,041, which resulted
in an effective tax rate of 26.9%. The tax benefit primarily consists of $2,200 based on the estimated effective tax rate for the
full year and $1,061 of windfall tax benefits generated from the vesting of restricted stock, disqualifying dispositions and
exercising of nonqualified stock options during the period.
For the three months ended March 31, 2018, the Company recorded an income tax expense of $2,650, which
resulted in an effective tax rate of (17.2)%. The tax expense is net of a tax benefit of $1,060 related to windfall tax benefits
generated from the vesting of restricted stock, disqualifying dispositions and exercising of nonqualified stock options during
the period. The negative effective tax rate is primarily the result of the contingent consideration adjustment related to the
acquisition of the SRx business, which is not deductible for income tax purposes. Accordingly, the Company recorded an
income tax provision on its net loss for the quarter based on its expected effective rate for the full year.
13.

Other Long-term Liabilities

Other long term liabilities as of March 31, 2019 was $133 and represented the long-term portion of contract
liabilities for performance obligations related to software maintenance contracts for electronic health records solutions. Other
long term liabilities as of December 31, 2018 was $3,268 and primarily represented the long-term portion of deferred rent
related to the Company's property leases.
14.

Stockholders' Equity

On April 25, 2017, the Board authorized the Company to repurchase up to $5,000 of its common stock at prevailing
market prices, from time to time, through open market, block and privately-negotiated transactions, at such times and in such
amounts as management deems appropriate. The Company funds repurchases of its common stock through a combination of
cash on hand, cash generated by operations or borrowings under the Amended and Restated 2015 Revolving Line. During
the three months ended March 31, 2019, the Company did not repurchase any shares of its common stock. During the three
months ended March 31, 2018, the Company repurchased 80,000 shares at an average price of $35.82 per share for a total of
$2,866. As of March 31, 2019, $1,175 of common stock remained available for
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repurchase.
In connection with the offering of the 2026 Notes, the Company issued warrants to purchase 4,646,393 shares of the
Company’s common stock at a price of $105.58 per share. As of March 31, 2019, no warrants have been exercised and all
warrants to purchase shares of the Company’s common stock were outstanding. See Note 11 for additional information
related to the 2026 Notes.
15.

Stock-Based Compensation

In September 2016, the Company adopted the 2016 Equity Compensation Plan (the “2016 Plan”) and merged the
2014 Equity Compensation Plan (the “2014 Plan”) into the 2016 Plan on September 28, 2016. No additional grants were
made thereafter under the 2014 Plan. Outstanding grants under the 2014 Plan will continue according to their terms as in
effect before the merger with the 2016 Plan, and the shares with respect to outstanding grants under the 2014 Equity Plan will
be issued or transferred under the 2016 Plan. During the term of the 2016 Plan, the share reserve will automatically increase
on the first trading day in January of each calendar year, beginning in calendar year 2017, by an amount equal to the lesser of
5% of the total number of outstanding shares of common stock on the last trading day in December of the prior calendar year
or such other number set by the Board. In accordance with the terms of the 2016 Plan, the share reserve increased by
1,027,876 shares on January 2, 2019. As of March 31, 2019, 386,272 shares were available for future grants under the 2016
Plan.
The option price per share cannot be less than the fair market value of a share on the date the option was granted,
and in the case of incentive stock options granted to an employee owning more than 10% of the total combined voting
power of all classes of stock of the Company, the option price shall not be less than 110% of the fair market value of
Company stock on the date of grant. Stock option grants under the 2016 Plan generally expire 10 years from the date of
grant, other than incentive stock option grants to 10% shareholders, which expire the earlier of 5 years from the date of grant,
90 days after termination, or one year after the date of death or termination due to disability. Stock options generally vest
over a period of four years, with 25% of the options becoming exercisable on the one year anniversary of the commencement
date and the remaining shares vesting monthly thereafter for 36 months in equal installments of 2.08% per month.
Restricted Common Stock
The Company began issuing restricted stock awards pursuant to the 2016 Plan to certain employees, including
executive officers, and non-employee directors in fiscal year 2016. Restricted stock awards generally vest over a one to four
year period and the unvested portion of the restricted stock award is forfeited if the employee or non-employee director
leaves the Company before the vesting period is completed. The grant date fair value of restricted stock awards is determined
using the Company’s closing stock price at grant date.
The following table summarizes the restricted stock award activity under the 2016 Plan for the three months ended
March 31, 2019:

Number
of shares

Outstanding at December 31, 2018
Granted
Vested
Outstanding at March 31, 2019

Weighted
average
grantdate
fair value

1,070,061 $ 20.61
565,840
55.24
(104,116)
29.15
1,531,785 $ 32.82

For the three months ended March 31, 2019 and 2018, $2,725 and $810 of expense was recognized related to
restricted stock awards, respectively. As of March 31, 2019, there was unrecognized compensation expense of $39,755
related to non-vested restricted stock awards under the 2016 Plan, which is expected to be recognized over a weighted
average period of 3.63 years.
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Performance-Based Stock Award
On August 6, 2018, the Board approved the grant of a performance-based stock award to a consultant pursuant to the
2016 Plan. The award provides that 50,000 shares of common stock will be issued based on the achievement of certain
milestones. The award has a grant-date fair value of $61.85 per share based on the Company’s closing stock price on the
grant date. Compensation cost is being recognized over the service period based on management’s determination that it is
probable that the milestones will be achieved. For the three months ended March 31, 2019, the Company recorded $915 of
expense related to performance-based stock award. As of March 31, 2019, there was unrecognized compensation expense of
$792 related to the performance-based stock award.
Other Stock Awards
During the first quarter of 2019, the Board approved the grant of stock awards to select employees and a nonemployee director pursuant to the 2016 Plan. The awards provide for the issuance of 9,547 shares of the Company’s common
stock, which immediately vested on the grant date. These grants had a weighted average grant-date fair value of $56.31 per
share. For the three months ended March 31, 2019, the Company recorded $538 of expense related to these stock awards.
Stock Options
The Company recorded $2,674 and $1,135 of stock-based compensation expense related to employee and nonemployee stock options for the three months ended March 31, 2019 and 2018, respectively. The Company records forfeitures
as they occur.
The estimated fair value of options granted was calculated using a Black-Scholes option-pricing model. The
computation of expected life for employees was determined based on the simplified method. The risk-free rate is based on the
U.S. Treasury security with terms equal to the expected time of exercise as of the grant date. The Company's common stock
had not been publicly traded until its IPO commenced on September 29, 2016; therefore, expected volatility is based on a
combination of the historical volatilities of the Company’s common stock and the historical volatilities of selected public
companies whose services are comparable to that of the Company. The table below sets forth the weighted average
assumptions for employee grants during the three months ended March 31, 2019 and 2018:
Three Months Ended
March 31,
2019
2018

Valuation assumptions:
Expected volatility
Expected term (years)
Risk-free interest rate
Dividend yield

69.70 %
6.02
2.50 %
—

58.40 %
6.08
2.32 %
—

The weighted average grant date fair value of employee options granted during the three months ended March 31,
2019 and 2018 was $34.98 and $16.46 per share, respectively.
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2019:

The following table summarizes stock option activity under the 2016 Plan for the three months ended March 31,

Number
of shares

Outstanding at December 31, 2018
Granted
Exercised
Forfeited
Outstanding at March 31, 2019
Options vested and expected to vest at
March 31, 2019
Exercisable at March 31, 2019

Weighted
average
exercise
price

Weighted
average
remaining
contractual
term

Aggregate
intrinsic
value

2,490,114 $ 15.70
54.93
658,875
13.91
(84,398)
40.18
(22,736)
3,041,855 $ 24.07

7.5

$ 100,126

3,041,855
1,464,140

7.5
5.2

$ 100,126
$ 68,359

$ 24.07
$ 9.73

The aggregate intrinsic value of stock options is calculated as the difference between the exercise price of the stock
options and the Company’s closing stock price or estimated fair value on the last trading day of the fiscal quarter for those
stock options that had exercise prices lower than the fair value of the Company's common stock. This amount changes based
on the fair market value of the Company’s stock. The total intrinsic value of options exercised during the three months ended
March 31, 2019 and 2018 was $3,971 and $12,055, respectively.
As of March 31, 2019, there was $33,726 of total unrecognized compensation cost related to nonvested stock
options granted under the 2016 Plan, which is expected to be recognized over a weighted average period of 2.86 years.
Cash received from option exercises for the three months ended March 31, 2019 and 2018 was $1,037 and $920,
respectively. During the three months ended March 31, 2019, 2,402 shares of common stock were delivered by option
holders as payment for the exercise price owed for the exercise of 7,319 stock options with a gross exercise value of $137.
During the three months ended March 31, 2018, 23,991 shares of common stock were delivered by option holders as
payment for the exercise price and employee payroll taxes owed for the exercise of 234,465 stock options with a gross
exercise value of $819.
The Company recorded total stock-based compensation expense for the three months ended March 31, 2019 and
2018 in the following expense categories of its consolidated statements of operations:
Three Months Ended
March 31,
2019
2018

Cost of revenue - product
Cost of revenue - service
Research and development
Sales and marketing
General and administrative
Total stock-based compensation expense
16.

$

309
984
2,282
987
2,290
$ 6,852

$

250
270
196
379
850
$ 1,945

Fair Value Measurements

The Company’s financial instruments consist of accounts receivable, contract assets, accounts payable, contract
liabilities, accrued expenses, acquisition-related contingent consideration, and long-term debt. The carrying values of
accounts receivable, contract assets, accounts payable, contract liabilities and accrued expenses are representative of their
fair value due to the relatively short-term nature of those instruments. The carrying value of the Company’s line of
28

Table of Contents

TABULA RASA HEALTHCARE, INC.
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except share and per share data)
credit approximates fair value based on the terms of the debt arrangement. See below for additional information on the
Company’s convertible senior subordinated notes.
The Company has classified liabilities measured at fair value on a recurring basis at March 31, 2019 and
December 31, 2018 as follows:
Fair Value Measurement
at Reporting Date Using
Level 1

Liabilities
Acquisition-related contingent consideration - shortterm
Acquisition-related contingent consideration - longterm

Level 2

Level 3

Balance as of
March 31, 2019

$

—

$

—

$

9,852

$

9,852

$

—
—

$

—
—

$

8,700
18,552

$

8,700
18,552

Fair Value Measurement
at Reporting Date Using
Level 1

Liabilities
Acquisition-related contingent consideration short-term
$
Acquisition-related contingent consideration - longterm
$

Level 2

Level 3

Balance as of
December 31, 2018

—

$

—

$

43,397

$

43,397

—
—

$

—
—

$

7,800
51,197

$

7,800
51,197

Acquisition-related contingent consideration is measured at fair value on a recurring basis using unobservable
inputs, hence these instruments represent Level 3 measurements within the fair value hierarchy. The acquisition-related
contingent consideration liability represents the estimated fair value of the additional cash and equity consideration payable
that is contingent upon the achievement of certain financial and performance milestones. In accordance with Accounting
Standards Codification (“ASC”) 805, Business Combinations, all changes in liability-classified contingent consideration
subsequent to the initial acquisition-date measurement are recorded in net income or loss.
In connection with the acquisition of the SRx business, additional contingent consideration was payable by the
Company based on SRx’s EBITDA, as defined in the merger agreement, multiplied by a variable EBITDA multiple, which
was based on a formula as set forth in the merger agreement. The SRx acquisition-related contingent consideration, which
was liability-classified, was recorded at the estimated fair value at the acquisition date of September 6, 2017. The Company,
with the assistance of a third-party appraiser, utilized a Monte Carlo simulation to derive estimates of the contingent
consideration payments as of the acquisition date and at each subsequent period. During the three months ended March 31,
2018, the Company recorded a $13,515 charge for the change in the fair value of the SRx acquisition-related contingent
consideration primarily based on an increase in the projected EBITDA multiple used in the contingent consideration
payment calculation as a result of an increase in the Company’s market capitalization. As of December 31, 2018, the fair
value of the SRx acquisition-related contingent consideration was calculated to be $81,692, of which $39,774 was equityclassified. During the three months ended March 31, 2019, the Company recorded a $624 charge for the change in fair value
of the final SRx acquisition-related contingent consideration amount. During the first quarter of 2019, the Company made
the final cash payment of $43,150 and issued 614,225 shares of its common stock, with a fair value of $39,166, in full
satisfaction of the SRx acquisition-related contingent consideration payable. As of March 31, 2019, the SRx acquisitionrelated contingent consideration was paid in full and no amounts were outstanding.
The Peak PACE acquisition-related contingent consideration, which was liability-classified, was recorded at the
estimated fair value at the acquisition date of May 1, 2018. The contingent consideration payable was based on Peak
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PACE’s EBITDA, as defined in the asset purchase agreement, multiplied by an EBITDA multiple. The Company, with the
assistance of a third-party appraiser, utilized a Monte Carlo simulation to derive estimates of the contingent consideration
payments as of the acquisition date and at each subsequent period. During the three months ended March 31, 2019, the
Company recorded a $163 charge for the change in the fair value of the Peak PACE acquisition-related contingent
consideration amount. The Company made the final cash payment of $1,642 toward the Peak PACE acquisition-related
contingent consideration payable during the second quarter of 2019. The fair value of the Peak PACE acquisition-related
contingent consideration was calculated to be $1,642 and $1,479 as of March 31, 2019 and December 31, 2018, respectively.
The Cognify acquisition-related contingent consideration, which is liability-classified, was recorded at the
estimated fair value at the acquisition date of October 19, 2018. The contingent consideration payable is based a multiple of
the excess of Cognify’s 2021 revenues and EBITDA over its 2018 revenues and EBITDA, as defined in the stock purchase
agreement. The Company, with the assistance of a third-party appraiser, utilized a Monte Carlo simulation to derive estimates
of the contingent consideration payments as of the acquisition date and at each subsequent period. During the three months
ended March 31, 2019, the Company recorded a $900 charge for the change in the fair value of Cognify acquisition-related
contingent consideration primarily due to a decreased discount period to the final measurement date. The fair value of the
Cognify acquisition-related contingent consideration was calculated to be $8,700 and $7,800 as of March 31, 2019 and
December 31, 2018, respectively. The final amount of the contingent consideration liability will be fixed as of December 31,
2021.
The DoseMe acquisition-related contingent consideration, which is liability-classified, was recorded at the
estimated fair value at the acquisition date of January 2, 2019. The contingent consideration payable is based on a multiple
of DoseMe’s incremental revenues added during the twelve-month period ending November 30, 2019, as defined in the share
purchase deed. The Company, with the assistance of a third-party appraiser, utilized a Monte Carlo simulation to derive
estimates of the contingent consideration payments as of the acquisition date and at each subsequent period. During the three
months ended March 31, 2019, the Company recorded a $510 gain for the change in the fair value of the DoseMe
acquisition-related contingent consideration primarily due to a decrease in the projected incremental revenues to be added
during 2019. The fair value of the DoseMe acquisition-related contingent consideration was calculated to be $8,210 as of
March 31, 2019. The final amount of the contingent consideration liability will be fixed as of November 30, 2019.
The changes in fair value of the Company’s acquisition-related contingent consideration for the three months ended
March 31, 2019 was as follows:
Balance at December 31, 2018
Acquisition date fair value of the DoseMe contingent consideration
Cash consideration paid
Adjustments to fair value measurement
Adjustment to reclassify amounts settled in cash (previously reflected in equity)
Balance at March 31, 2019

$

$

51,197
8,720
(43,150)
1,176
609
18,552

The following table presents the financial instruments that are not carried at fair value but require fair value
disclosures as of March 31, 2019:
As of March 31, 2019
Carrying
Fair Value
Value

Face Value

1.75% Convertible Senior Subordinated Notes due 2026 (the "2026 Notes")

$ 325,000

$ 217,222

$ 344,260

The fair value of the 2026 Notes at each balance sheet date is determined based on recent quoted market prices for
these notes which is a level 2 measurement. As discussed in Note 11, the 2026 Notes are carried at their aggregate face value
of $325,000, less any unaccreted debt discount and unamortized debt issuance costs.
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17.
(a)

Commitments and Contingencies
Legal Proceedings

The Company is not currently involved in any significant claims or legal actions that, in the opinion of
management, will have a material adverse impact on the Company.
(b)

Letter of Credit

As of March 31, 2019 and December 31, 2018, the Company was contingently liable for $300 under an outstanding
letter of credit related to the Company’s lease agreement for the office space in Moorestown, NJ. See Note 11 for additional
information.
18.

Retirement Plan

The Company has established a 401(k) plan that qualifies as a defined contribution plan under Section 401 of the
Internal Revenue Code. The Company’s contributions to this plan are based on a percentage of eligible employees’ plan year
earnings, as defined. The Company made contributions to participants’ accounts totaling $410 and $556 during the three
months ended March 31, 2019 and 2018, respectively.
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Item 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS
The following discussion and analysis of our financial condition and results of operations should be read together
with our unaudited consolidated financial statements and related notes and other financial information included in Part 1,
Item 1 of this Quarterly Report on Form 10-Q and with our audited consolidated financial statements and related notes
thereto for the year ended December 31, 2018, included in our 2018 Form 10-K.
Forward-Looking Statements
This discussion contains certain forward-looking statements within the meaning of Section 27A of the Securities
Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. Forward-looking statements
are identified by words such as “believe,” “will,” “may,” “estimate,” “continue,” “anticipate,” “intend,” “should,”
“plan,” “expect,” “predict,” “could,” “potentially” or the negative of these terms or similar expressions. You should read
these statements carefully because they discuss future expectations, contain projections of future results of operations or
financial condition, or state other “forward-looking” information. These statements relate to our future plans, objectives,
expectations, intentions and financial performance and the assumptions that underlie these statements. These forwardlooking statements are subject to certain risks and uncertainties that could cause actual results to differ materially from
those anticipated in the forward-looking statements. Factors that might cause such a difference include, but are not limited
to, (i) our ability to adapt to changes or trends within the market for healthcare in the United States;(ii) a significant
increase in competition from a variety of companies in the health care industry; (iii) developments and changes in laws and
regulations, including increased regulation of the healthcare industry through legislative action and revised rules and
standards; (iv) the extent to which we are successful in gaining new long-term relationships with clients or retaining
existing clients; (v) the growth and success of our clients, which is difficult to predict and is subject to factors outside of our
control; (vi) our ability to maintain relationships with a specified drug wholesaler; (vii) increasing consolidation in the
healthcare industry; (viii) managing our growth effectively; (ix) fluctuations in operating results; (x) failure or disruption of
our information technology and security systems; (xi) dependence on our senior management and key employees; (xii) our
future indebtedness and our ability to obtain additional financing, reduce expenses or generate funds when necessary; and
(xiii) the risks described in Part I, Item 1A of our 2018 Annual Report on Form 10-K. Forward-looking statements are based
on our management’s beliefs and assumptions and on information currently available to our management. These statements,
like all statements in this report, speak only as of their date, and we undertake no obligation to update or revise these
statements in light of future developments, except as required by applicable law. We caution investors that our business and
financial performance are subject to substantial risks and uncertainties.
Overview
We are a leader in providing patient-specific, data-driven technology and solutions that enable healthcare
organizations to optimize medication regimens to improve patient outcomes, reduce hospitalizations, lower healthcare costs
and manage risk. We deliver our solutions through technology-enabled products and services for medication risk
management, which includes bundled prescription fulfillment and reminder packaging services for client populations with
complex prescription needs. We also provide health plan management services, and pharmacy cost management services,
which help our clients to properly characterize patient acuity (severity of health condition), optimize and reconcile the
associated payments for care, assure vendor compliance with contracted terms, and document clinical interactions.
Our cloud-based software solutions provide prescribers, pharmacists, and healthcare organizations with
sophisticated and innovative tools to better manage the medication-related needs of their patients. We believe we offer the
first prospective clinical approach to medication risk management, which is designed to increase patient safety and promote
adherence to a patient's personalized medication regimen. Furthermore, our medication risk management technology helps
healthcare organizations lower costs by reducing adverse drug events, or ADEs, enhancing quality of care, and avoiding
preventable hospital admissions. Many of our products and services are built around our novel and proprietary Medication
Risk Mitigation Matrix ™, or MRM Matrix, which enables both optimization of a patient's medication regimen, through
personalized medication selection, dosage levels, and time-of-day administration and also reduction of the total medication
burden by eliminating unnecessary prescriptions.

32

Table of Contents

The MRM Matrix analyzes a combination of clinical and pharmacology data, population-based algorithms and
extensive patient-specific data, including medical history, lab results, medication lists and individual genomic data, to
deliver "precision medicine" decision support. Some of our software-enabled solutions can be bundled with adherencefocused prescription fulfillment and reminder packaging services, which are informed by a patient's personalized MRM
Matrix, through our three prescription fulfillment pharmacies. Our prescription fulfillment pharmacies are strategically
located to efficiently distribute medications nationwide for our clients. These pharmacies use cutting edge packaging
technology that promotes adherence to patients' personalized regimens and dosing schedules. Our team of clinical
pharmacists, located in eight call centers throughout the United States, is available to support prescribers at the point of care
through our proprietary technology platforms, including real-time secure messaging, and support health plan members and
prescribers with telephonic outreach and interventions based on drug therapy problems identified through the review of
historical claims data.
Our technology-driven approach to medication risk management represents an evolution from prevailing nonpersonalized approaches that primarily rely on single drug-to-drug interaction analysis. At the end of 2018 we were serving
224 healthcare organizations and over 4,600 pharmacies as of March 31, 2019, this number has grown to 227 healthcare
organizations and over 15,000 pharmacies.
Our total revenues for the three months ended March 31, 2019 were $61.0 million compared to $43.9 million for the
three months ended March 31, 2018. We incurred a net loss of $11.0 million and $18.1 million for the three months ended
March 31, 2019 and 2018, respectively. Our Adjusted EBITDA for the three months ended March 31, 2019 was $5.7 million,
compared to $4.3 million for the three months ended March 31, 2018. See "Non-GAAP Financial Measures — Adjusted
EBITDA" for our definition of Adjusted EBITDA, why we present Adjusted EBITDA as a separate metric, and a reconciliation
of net loss to Adjusted EBITDA.
We face a variety of challenges and risks, which we will need to address and manage as we pursue our growth
strategy. In particular, we will need to continue to innovate in the face of a rapidly changing healthcare landscape if we are to
remain competitive. We will also need to effectively manage our growth, especially related to our continued expansion
beyond the PACE market to other at-risk providers and payors. Our senior management continuously focuses on these and
other challenges, and we believe that our culture of innovation and our history of growth and expansion will contribute to
the success of our business. We cannot, however, assure you that we will be successful in addressing and managing the many
challenges and risks that we face.
Key Business Metrics
We regularly review a number of metrics, including the following key metrics, to evaluate and manage our business
and that are useful in evaluating our operating performance compared to that of other companies in our industry.
Three Months Ended
March 31,
Change
2019
2018
$
%
(Dollars in thousands)

Revenues
$ 60,959 $ 43,944 $17,015
Net loss
(10,979) (18,094)
7,115
Adjusted EBITDA
5,691
4,297
1,394

39 %
(39)
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We monitor the key metrics set forth in the preceding table to help us evaluate trends, establish budgets, measure the
effectiveness and efficiency of our operations and gauge our cash generation. We discuss Adjusted EBITDA in more detail in
"Non-GAAP Financial Measures — Adjusted EBITDA." We also monitor revenue retention rate and client retention rate on
an annual basis, which are described in our 2018 Form 10-K.
Factors Affecting our Future Performance
We believe that our future success will be dependent on many factors, including our ability to maintain and grow
our relationships with existing clients, expand our client base, continue to enter new markets and expand our offerings to
meet evolving market needs. While these areas present significant opportunity, they also present risks that
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we must manage to ensure successful results. Please refer to “Item 1A – Risk Factors” in our 2018 Annual Report for a
discussion of certain risks and uncertainties that may impact our future success.
Recent Developments
Acquisitions
On March 5, 2019, we entered into, and consummated the transactions contemplated by, a Merger Agreement, pursuant
to which we acquired PrescribeWellness, LLC, a Nevada limited liability company, or PrescribeWellness. PrescribeWellness
is a leading cloud-based patient engagement solutions company that facilitates collaboration between more than 10,000
pharmacies with patients, payors, providers and pharmaceutical companies. We paid $150 million in cash consideration,
subject to customary adjustments set forth in the Merger Agreement. A portion of the consideration is being held in escrow
to secure potential claims for indemnification under the Merger Agreement and in respect of adjustments to the consideration
under the Merger Agreement.
On January 2, 2019, we completed our acquisition of all of the outstanding share capital and options to purchase
share capital of DoseMe Holdings Pty Ltd, a proprietary company limited by shares organized under the Laws of Australia, or
DoseMe. DoseMe is the developer of DoseMeRx, an advanced precision dosing tool to help physicians and pharmacists
accurately dose patients’ high-risk parenteral medications based on individual needs. The acquisition was made pursuant to a
Share Purchase Deed made and entered into as of November 30, 2018. The consideration for the acquisition was comprised of
(i) cash consideration of $10.0 million paid upon closing, subject to certain customary post-closing adjustments, (ii) the
issuance of 149,053 shares of our common stock, and (iii) contingent purchase price consideration to be paid 50% in cash
and 50% in our common stock based on the financial performance of DoseMe. We are not obligated to pay more than $10.0
million in cash and our common stock for the contingent payment.
We account for acquisitions using the purchase method of accounting. We allocated the purchase price to the assets
acquired, including intangible assets, and liabilities assumed, based on estimated fair values at the date of the acquisition.
The results of operations from the acquisitions are included in our consolidated financial statements from the acquisition
date.
Financing
On February 12, 2019, we issued and sold convertible senior subordinated notes with an aggregate principal amount
of $325.0 million, or the 2026 Notes, in a private placement to qualified institutional buyers pursuant to Rule 144A under
the Securities Act of 1933, as amended. Debt issuance costs related to the 2026 Notes totaled $9.4 million. The 2026 Notes
bear interest at a rate of 1.75% per year, payable semiannually in arrears on February 15 and August 15 of each year,
beginning on August 15, 2019. The 2026 Notes will mature on February 15, 2026, unless earlier converted or repurchased.
The initial conversion rate for the 2026 Notes is 14.2966 shares of our common stock per $1,000 principal amount of notes.
This conversion rate is equal to an initial conversion price of approximately $69.95 per share of our common stock. Upon
conversion, we will pay or deliver, as the case may be, shares of our common stock, cash or a combination thereof at our
option. In connection with the offering of the 2026 Notes, we entered into convertible note hedge transactions with affiliates
of certain of the initial purchasers, or the option counterparties, of the 2026 Notes pursuant to the terms of call option
confirmations. We also entered into warrant transactions with the option counterparties. The convertible note hedge
transactions are expected generally to reduce the potential dilution to our common stock upon conversion of the 2026 Notes
and/or offset any potential cash payments we are required to make in excess of the principal amount of converted 2026
Notes, as the case may be. The warrant transactions could separately have a dilutive effect on our common stock to the extent
that the market price per share of our common stock exceeds the strike price of the warrants.
On September 6, 2017, we entered into an Amended and Restated Loan and Security Agreement, or, as amended,
the Amended and Restated 2015 Line of Credit, whereby we amended and restated our revolving line of credit, which was
originally entered into on April 29, 2015, and subsequently amended on May 1, 2018, August 31, 2018, October 19, 2018,
December 31, 2018, February 7, 2019 and March 5, 2019. The Amended and Restated 2015 Line of Credit provides for
borrowings in an aggregate amount up to $60.0 million to be used for general corporate purposes, with a $1.0 million
sublimit for cash management services and letters of credit and foreign exchange transactions. As of March 31, 2019, there
were no amounts outstanding under the Amended and Restated 2015 Line of Credit. See "Management's Discussion and
Analysis of Financial Condition and Results of Operations — Liquidity and
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Capital Resources — Revolving Credit Facility" below for additional information with respect to the Amended and Restated
2015 Line of Credit.
Components of Our Results of Operations
Revenue
Our revenue is derived from our product sales and service activities. For the three months ended March 31, 2019 and
2018, product sales represented 51% and 62% of our total revenue, respectively, and service revenue represented 49% and
38% of our total revenue, respectively.
Product Revenue
MRM prescription fulfillment services. We have a stand ready obligation to provide prescription fulfillment
pharmacy services, including dispensing and delivery of an unknown mix and quantity of medications, directly to healthcare
organizations. Revenue from medication risk management, or MRM, prescription fulfillment services is recognized when
medications are shipped to the client. At the time of shipment, we have performed substantially all of our performance
obligations under our client contracts and we do not experience a significant level of returns or reshipments.
Service Revenue
services.

Service revenue consists of MRM services, health plan management services, and pharmacy cost management

MRM services. We provide an array of medication risk management services. These services include identification
of high risk individuals, patient engagement, medication regimen reviews, and software for pharmacists to track clinical
interventions regarding optimizing medication therapy, including dosing, and methodologies to increase adherence.
Revenue related to these performance obligations primarily consists of per member per month fees, monthly subscription
fees, and per comprehensive medication review fees. MRM per member per month fees and monthly subscription fees are
recognized based on their relative stand-alone selling prices as the services are provided. Additionally, certain of our MRM
service contracts include a performance guarantee based on the number of comprehensive medication reviews completed and
guarantees by us for specific service level performance. For these contracts, revenue is recognized as comprehensive
medication reviews are completed at their relative stand-alone selling price which is estimated based on our assessment of the
total transaction price under each contract. The stand-alone selling price and amount of variable consideration recognized
are adjusted as necessary at the end of each reporting period. If client performance guarantees are not being realized, we
record, as a reduction to revenue, an estimate of the amount that will be due at the end of the respective client’s contractual
period.
Health plan management services. We have a stand ready obligation to provide risk adjustment services, electronic
health record solutions and third party administration services, which we collectively refer to as health plan management
services. The performance obligations are a series of distinct services that are substantially the same and have the same
pattern of transfer. Revenue related to these performance obligations primarily consists of set-up fees, per member per month
fees, and in certain contracts a gain-share component. Revenue from these contracts is recognized monthly as the health plan
management services are provided. The revenue includes the contractual per member per month rate and an estimated gain
earned during each reporting period. Set-up fees related to health plan management contracts represents an upfront fee to the
client to compensate us for our effort to prepare the client and configure its system for the data collection process. Set-up
activities that do not have value apart from the broader health plan management services provided to the client and that do
not represent a separate performance obligation are recognized over the contract term as services are provided. Set-up
activities that have value apart from the services provided to the client represent a separate performance obligation and as
such, are recognized as performed.
Pharmacy cost management services. We have a stand ready obligation to provide monthly pharmacy cost
management services which includes adjudication, pricing validation, utilization analysis and pharmacy transaction review
services. The performance obligation is a series of distinct services that are substantially the same and have the same pattern
of transfer. Revenue related to this performance obligation primarily consists of subscription fees based on a monthly flat fee
or a percentage of monthly transactions incurred and revenue generated from drug manufacturers for
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the sale of drug utilization data. Revenue from these services is recognized monthly as the pharmacy cost management
services are provided at the contractual subscription fee rate and when the data is submitted to the drug manufacturers based
on the fair value of the data. The drug utilization fees recognized are estimated using historical data. Due to the
unpredictable nature of these drug utilization fees, the estimates are adjusted as necessary to reflect new information when
received.
Cost of Revenue
Product Cost
Cost of product revenue includes all costs directly related to the fulfillment and distribution of prescription
medications under our medication risk management offerings. Costs consist primarily of the purchase price of the
prescription medications we dispense. For the three months ended March 31, 2019 and 2018, prescription medication costs
represented 79% and 80% of our total product costs, respectively. In addition to costs incurred for the prescription
medications we dispense, other costs include expenses to package, dispense and distribute prescription medications,
expenses associated with our prescription fulfillment centers, including employment costs and stock-based compensation,
and expenses related to the hosting of our technology platform. Such costs also include direct overhead expenses, as well as
allocated miscellaneous overhead costs. We allocate miscellaneous overhead costs among functions based on employee
headcount.
Service Cost
Cost of service revenue includes all costs directly related to our MRM services which primarily consist of labor
costs, outside contractors, data acquisition, and expenses related to supporting our technology platforms. In addition, cost of
service revenue includes all labor costs, including stock-based compensation expense, directly related to the health plan
management and pharmacy cost management services and expenses for claims processing, technology services and overhead
costs. Cost of service revenue also includes direct overhead expenses, as well as allocated miscellaneous overhead costs. We
allocate miscellaneous overhead costs among functions based on employee headcount.
Research and Development Expenses
Our research and development expenses consist primarily of salaries and related costs, including stock-based
compensation expense, for personnel in our research and development functions, which include software developers, project
managers and other employees engaged in scientific education and research, and the development and enhancement of our
service offerings. Research and development expenses also include costs for design and development of new software and
technology and new service offerings, as well as enhancement of existing software and technology and service offerings,
including fees paid to third-party consultants, costs related to quality assurance and testing, and other allocated facilityrelated overhead and expenses.
We capitalize certain costs incurred in connection with obtaining or developing internal-use software, including
external direct costs of material and services and payroll costs for employees directly involved with the software
development. Capitalized software costs are amortized beginning when the software project is substantially complete and the
asset is ready for its intended use. Costs incurred during the preliminary project stage and post-implementation stage, as well
as maintenance and training costs, are expensed as incurred as part of research and development expenses. We continue to
focus our research and development efforts on adding new features and applications, increasing the functionality and
enhancing the ease of use of our existing suite of software solutions.
We expect our research and development expenses will increase in absolute dollars as we increase our research and
development headcount to further strengthen and enhance our software solutions and service offerings, but will decrease as a
percentage of revenue in the long term as we expect our revenue to increase at a greater rate than such expenses.
Sales and Marketing Expenses
Sales and marketing expenses consist principally of salaries, commissions, bonuses, stock-based compensation and
employee benefits for sales and marketing personnel, as well as travel costs related to sales, marketing and client
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service activities. Marketing costs also include costs of communication and branding materials, trade shows, consultants, and
public relations, as well as allocated overhead.
We expect our sales and marketing expenses to increase in absolute dollars as we strategically invest to grow our
marketing operations and expand into new products and markets, but decrease as a percentage of revenue in the long term.
We expect to hire additional sales personnel and related account management and sales support personnel as we continue to
grow.
General and Administrative Expenses
General and administrative expenses consist principally of employee-related expenses, including compensation,
benefits and stock-based compensation, for employees who are responsible for information systems, administration, human
resources, finance, legal and executive management as well as other corporate expenses associated with these functional
areas. General and administrative expenses also includes professional fees for legal, consulting and accounting services and
allocated overhead. General and administrative expenses are expensed when incurred.
We expect that our general and administrative expenses will increase as we expand our infrastructure and continue
to comply with the requirements applicable to public companies. These increases have included and will likely continue to
include increased costs for director and officer liability insurance, costs related to the hiring of additional personnel and
increased fees for directors, outside consultants, accountants, lawyers and investor relations. We also expect to continue to
incur significant costs to comply with corporate governance, internal controls and similar requirements applicable to public
companies.
Remeasurement of Acquisition-related Contingent Consideration
We classify our acquisition-related contingent consideration as a liability. Acquisition-related contingent
consideration is subject to remeasurement at each balance sheet date. Any change in the fair value of such acquisition-related
contingent consideration is reflected in our consolidated statements of operations as a change in fair value of the liability.
We will continue to adjust the carrying value of the acquisition-related contingent consideration until the contingency is
finally determined.
Depreciation and Amortization Expenses
Depreciation and amortization expenses are primarily attributable to our capital investment in equipment and our
capitalized software and acquisition-related intangibles.
Interest Expense
Interest expense is primarily attributable to interest expense associated with our 2026 Notes, our revolving credit
facility, and our finance lease obligations. It also includes the amortization of debt discount and debt issuance costs related
to these various debt arrangements.
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Results of Operations
The following table summarizes our results of operations for the three months ended March 31, 2019 and 2018 (in
thousands):

Revenue:
Product revenue
Service revenue
Total revenue
Cost of revenue, exclusive of depreciation and amortization shown below:
Product cost
Service cost
Total cost of revenue, exclusive of depreciation and amortization
Operating expenses:
Research and development
Sales and marketing
General and administrative
Change in fair value of acquisition-related contingent consideration expense
Depreciation and amortization
Total operating expenses
Loss from operations
Other expense:
Interest expense, net
Total other expense
Loss before income taxes
Income tax (benefit) expense
Net loss

Three Months Ended
March 31,
2019
2018
$

30,982
29,977
60,959

$

27,180
16,764
43,944

$
$

Change

%

3,802
13,213
17,015

14 %
79
39

23,475
18,193
41,668

20,832
10,832
31,664

2,643
7,361
10,004

13
68
32

5,550
4,850
13,743
1,176
6,299
31,618
(12,327)

2,213
2,002
5,877
13,521
4,048
27,661
(15,381)

3,337
2,848
7,866
(12,345)
2,251
3,957
3,054

151
142
134
(91)
56
14
20

2,693
2,693
(15,020)
(4,041)
$ (10,979)

63
63
(15,444)
2,650
$ (18,094)

2,630
2,630
424
(6,691)
7,115

nm
nm
3
(252)
39

$

nm = not meaningful

Comparison of the Three Months Ended March 31, 2019 and 2018
Product Revenue
Product revenue increased $3.8 million, or 14%, from $27.2 million for the three months ended March 31, 2018 to
$31.0 million for the three months ended March 31, 2019. The increase was primarily driven by new MRM prescription
fulfillment clients acquired period over period which contributed $2.2 million to the increase. Increased prescription
fulfillment volume from an increase in patients served at our existing clients represented approximately $530 thousand of the
increase, and medication mix of prescriptions filled and payor mix contributed to an additional $1.1 million of the overall
increase in product revenue.
Service Revenue
Service revenue increased $13.2 million, or 79%, from $16.8 million for the three months ended March 31, 2018 to
$30.0 million for the three months ended March 31, 2019. The recent acquisitions of Peak PACE, Mediture, Cognify,
DoseMe, and PrescribeWellness contributed $8.9 million to the increase. Excluding the impact of acquisitions, MRM service
revenue grew approximately $3.9 million, primarily related to the expansion of existing customer relationships, and health
plan management services increased $641 thousand. These increases were offset by a decrease in our pharmacy cost
management services of $288 thousand, which is the result of adjustments to estimated manufacturer fees related to the sale
of medication utilization data.
Cost of Product Revenue
Cost of product revenue increased $2.7 million, or 13%, from $20.8 million for the three months ended March 31,
2018 to $23.5 million for the three months ended March 31, 2019. This increase was largely driven by increased prescription
volume as a result of new clients brought on since last year and an increase in the number of patients served at our existing
clients, which contributed approximately $1.9 million to the change. Distribution charges also increased $400 thousand
related to higher shipping volume for the medications we fulfilled for our clients' patients. The remaining increase primarily
was attributable to an increase in personnel costs due to additional headcount, increases in salary and
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benefits for existing employees related to market adjustments and performance based increases, as well as an increase in stock
compensation costs.
Cost of Service Revenue
Cost of service revenue increased $7.4 million, or 68%, from $10.8 million for the three months ended March 31,
2018 to $18.2 million for the three months ended March 31, 2019. The recent acquisitions of Peak PACE, Mediture, Cognify,
DoseMe and PrescribeWellness contributed $4.4 million to the increase. Excluding the impact of acquisitions, MRM service
costs increased approximately $2.4 million, of which $1.9 million was primarily due to increases in headcount and related
employee compensation to support the increased level of comprehensive medication reviews required to be completed by
clients. The remaining $500 thousand was primarily the result of an increase in third-party pharmacist contract labor and
mailing costs to notify members of their qualification for MRM services.
Excluding the impact of acquisitions, costs related to our health plan management services increased a total of $600
thousand primarily due to an increase in employee compensation costs to support growth in our risk adjustment operations.
Research and Development Expenses
Research and development expenses increased $3.4 million, or 151%, from $2.2 million for the three months ended
March 31, 2018 to $5.6 million for the comparable period in 2019. The acquisitions of DoseMe and PrescribeWellness
contributed $186 thousand to the increase, which primarily related to employee compensation costs. Excluding the
acquisitions, the increase in research and development costs was largely due to an increase in employee compensation costs
of approximately $2.7 million, of which $2.1 million related to increased stock compensation costs related to performancebased equity awards granted in the third quarter of 2018 as well as grants made during the first quarter of 2019. The
remaining increase in employee compensation costs was primarily due to additional headcount as well as increases in salary
and benefits for existing employees related to market adjustments and performance-based increases. Research and
development expenses were also impacted by a $163 thousand increase in contractor costs and a $92 thousand increase in
rent expense due to expanded office space for our scientific education and research department at our Moorestown, NJ
headquarters. The remaining increase was primarily attributable to increases in information technology spending and travel
costs due to our operational growth.
Sales and Marketing Expenses
Sales and marketing expenses increased $2.9 million, or 142%, from $2.0 million for the three months ended March
31, 2018 to $4.9 million for the comparable period in 2019. The acquisitions of Peak PACE, Mediture, Cognify, DoseMe and
PrescribeWellness contributed $1.2 million to the increase which primarily related to employee compensation costs.
Excluding the companies acquired in 2018 and 2019, the increase in sales and marketing expense was primarily due to a
$1.3 million increase in personnel costs, which included added headcount to support our operational growth, and increases
in salaries and benefits related to market adjustments and performance-based increases for our existing employees as well as
increased stock compensation of $540 thousand. The remaining increase in sales and marketing expenses was primarily due
to an increase of $281 thousand in conference and other travel costs related to business development activities.
General and Administrative Expenses
General and administrative expenses increased $7.8 million, or 134%, from $5.9 million for the three months ended
March 31, 2018 to $13.7 million for the comparable period in 2019. The acquisitions of Peak PACE, Mediture, Cognify,
DoseMe and PrescribeWellness contributed $2.1 million to the increase in expenses, which consisted primarily of employee
compensation costs, including stock compensation, information technology expenses, business insurance costs, and rent and
utilities expenses. Excluding costs related to these acquisitions, general and administrative expenses increased by
approximately $5.7 million. The increase is primarily attributable to an increase in acquisition related transaction costs of
$3.1 million related to the acquisitions of DoseMe and PrescribeWellness in 2019. Additionally, higher employee
compensation costs of $2.1 million primarily due an increase in stock compensation of $1.2 million related to equity awards
granted during the first quarter of 2019, an increase in headcount to support the overall growth of our operations, and
increases in salaries and benefits for existing employees related to market adjustments and
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performance-based increases. The remaining increase was primarily attributable to increases in information technology
spending and travel costs due to our operational growth.
Acquisition-related Contingent Consideration Expense
During the three months ended March 31, 2019, we recorded a net remeasurement charge $1.2 million compared to a
$13.5 million charge during the three months ended March 31, 2018 related to the fair value adjustments of our acquisitionrelated contingent consideration liabilities.
During the three months ended March 31, 2019, we recorded a $900 thousand charge to increase the fair value of the
Cognify acquisition-related contingent consideration primarily due to a decreased discount period to the final measurement
date. The Cognify contingent consideration is based on a multiple of the excess of Cognify’s 2021 revenues and EBITDA
over its 2018 revenues and EBITDA, as defined in the stock purchase agreement. As of March 31, 2019, the Cognify
contingent consideration liability was $8.7 million with the potential for up to an additional $5.3 million to be earned if the
maximum contingent amount is earned, which would flow through as a charge to GAAP net income or loss. The final amount
of the Cognify acquisition-related contingent consideration liability will be fixed as of December 31, 2021.
During the three months ended March 31, 2019, we recorded a $624 thousand charge related to the fair value
adjustment of the final SRx acquisition-related contingent consideration amount. During the three months ended March 31,
2018, we recorded a $13.5 million charge related to the fair value adjustments of the SRx acquisition-related contingent
consideration liabilities. The SRx acquisition-related contingent consideration liability was paid in full during the three
months ended March 31, 2019. In addition, we recorded a $163 thousand remeasurement charge related to the Peak PACE
acquisition-related contingent consideration as a result of final purchase price adjustments. As of March 31, 2019, the
acquisition-related contingent consideration liability was fixed at $1.6 million. The liability was subsequently paid in full in
the second quarter of 2019.
The Cognify, SRx and Peak PACE remeasurement charges in 2019 were offset by a remeasurement gain for the
change in fair value of our DoseMe acquisition-related contingent consideration. During the three months ended March 31,
2019, we recognized a gain of $510 thousand to the fair value of the DoseMe acquisition-related contingent consideration
liability. The contingent consideration payable is based on a multiple of DoseMe’s incremental revenues during the twelvemonth period ending November 30, 2019, as defined in the share purchase deed. This gain was primarily due to a decrease in
the projected incremental revenues to be added during 2019. As of March 31, 2019, the DoseMe contingent consideration
liability was $8.2 million with the potential for up to an additional $1.8 million to be earned if the maximum contingent
amount is earned, which would flow through as a charge to GAAP net income or loss. The final amount of the contingent
consideration liability will be fixed as of November 30, 2019.
Depreciation and Amortization Expenses
Depreciation and amortization expenses increased $2.3 million, or 56%, from $4.0 million for the three months
ended March 31, 2018 to $6.3 million for the three months ended March 31, 2019. This increase was primarily due to a
$2.2 million increase in amortization expense of intangible assets acquired from Peak PACE, Mediture, Cognify, DoseMe
and PrescribeWellness in 2018 and 2019. Depreciation expense also increased by $174 thousand, of which $148 thousand
related to property and equipment acquired from Peak PACE, Mediture, Cognify, and PrescribeWellness. The remaining
increase in depreciation expense was primarily due to the expansion of MRM service call centers for SRx. These increases
were partially offset by a decrease of $62 thousand in amortization expense of capitalized software as a result of several
projects that were fully amortized during 2018 and the first quarter of 2019.
Interest Expense
Interest expense for the three months ended March 31, 2019 was $2.7 million, an increase of $2.6 million compared
to the three months ended March 31, 2018. Approximately $2.3 million of the increase is related to interest expense
associated with the 2026 Notes, which were issued in February 2019. In addition, interest expense on the Amended and
Restated 2015 Revolving Line increased $351 thousand, which was drawn upon in 2018 in connection with the acquisitions
we completed in 2018 as well as the acquisition of DoseMe in 2019. In comparison, no interest expense was incurred on the
Amended and Restated 2015 Revolving Line for the three months ended March 31, 2018 as
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the line was not drawn upon during the three months ended March 31, 2018. See Note 11 in the notes to our unaudited
consolidated financial statements included in Part I, Item 1 of this Quarterly Report for additional information.
Income Taxes
For the three months ended March 31, 2019, we recorded an income tax benefit of $4.0 million, which resulted in an
effective tax rate of 26.9%. The tax benefit primarily consists of $2.2 million based on the estimated effective tax rate for the
full year and approximately $1.1 million related to windfall tax benefits related to the vesting of restricted stock,
disqualifying dispositions and exercising of nonqualified stock options during the period.
For the three months ended March 31, 2018, we recorded an income tax expense of $2.7 million which resulted in
an effective tax rate of (17.2)%. The tax expense is net of a tax benefit of $1.1 million related to windfall tax benefits
generated from the vesting of restricted stock, disqualifying dispositions and exercising of nonqualified stock options during
the period. The negative effective rate is primarily the result of the contingent consideration adjustment related to the SRx
acquisition, which is not deductible for income tax purposes. Accordingly, we recorded an income tax provision on our net
loss for the quarter based on our expected effective rate for the full year ended December 31, 2018.
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NON-GAAP FINANCIAL MEASURES
Adjusted EBITDA
To provide investors with additional information about our financial results, we disclose Adjusted EBITDA, a nonGAAP financial measure. Adjusted EBITDA consists of net income or loss excluding certain other expenses, which includes
interest expense, provision (benefit) for income tax, depreciation and amortization, change in fair value of acquisition-related
contingent consideration expense, acquisition-related expense, and stock-based compensation expense. We consider
acquisition-related expense to include non-recurring direct transaction and integration costs, severance, and the impact of
purchase accounting adjustments related to the fair value of acquired deferred revenue. We present Adjusted EBITDA
because it is one of the measures used by our management and board of directors to understand and evaluate our core
operating performance, and we consider it an important supplemental measure of performance. We believe this metric is
commonly used by the financial community, and we present it to enhance investors' understanding of our operating
performance and cash flows. We believe Adjusted EBITDA provides investors and other users of our financial information
consistency and comparability with our past financial performance and facilitates period-to-period comparisons of
operations.
Our management uses Adjusted EBITDA:
·

as a measure of operating performance to assist in comparing performance from period to period on a consistent
basis;

·

to prepare and approve our annual budget; and

·

to develop short- and long-term operational plans.

Adjusted EBITDA is not in accordance with, or an alternative to, measures prepared in accordance with GAAP. In
addition, this non-GAAP measure is not based on any comprehensive set of accounting rules or principles. As a non-GAAP
measure, Adjusted EBITDA has limitations in that it does not reflect all of the amounts associated with our results of
operations as determined in accordance with GAAP. In particular:
·

although depreciation and amortization are non-cash charges, the assets being depreciated and amortized may
have to be replaced in the future, and Adjusted EBITDA does not reflect cash capital expenditure requirements
for such replacements or for new capital expenditure requirements;

·

Adjusted EBITDA does not reflect cash interest income or expense;

·

Adjusted EBITDA does not reflect changes in, or cash requirements for, our working capital needs;

·

Adjusted EBITDA does not reflect the potentially dilutive impact of stock-based compensation;

·

Adjusted EBITDA does not reflect tax payments that may represent a reduction in cash available to us; and

·

other companies, including companies in our industry, may calculate Adjusted EBITDA or similarly titled
measures differently, which reduces its usefulness as a comparative measure.

Because of these and other limitations, you should consider Adjusted EBITDA alongside other GAAP-based
financial performance measures, including various cash flow metrics, net income (loss) and our other GAAP financial results
and not in isolation from, or as a substitute for, financial information prepared in accordance with GAAP. You should be
aware that in the future we may incur expenses that are the same as or similar to some of the adjustments in the presentation,
and we do not intend to imply that our future results will be unaffected by unusual or non-recurring items.
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The following is a reconciliation of Adjusted EBITDA to our net loss for the periods presented:

Reconciliation of net loss to Adjusted EBITDA
Net loss
Add:
Interest expense, net
Income tax (benefit) expense
Depreciation and amortization
Change in fair value of acquisition-related contingent consideration expense
Acquisition-related expense
Stock-based compensation expense
Adjusted EBITDA

Three Months Ended
March 31,
2018

2019
$

(10,979)

$

2,693
(4,041)
6,299
1,176
3,691
6,852
5,691

$

(18,094)

$

63
2,650
4,048
13,521
164
1,945
4,297

Adjusted Diluted Net Income (Loss) Per Share Attributable to Common Stockholders, or Adjusted Diluted EPS
Adjusted Diluted EPS excludes the impact of certain items and, therefore, has not been calculated in accordance
with GAAP. We believe the exclusion of these items assists in providing a more complete understanding of our underlying
operations, results and trends and allows for comparability with our peer company index and industry and to be more
consistent with our expected capital structure on a going forward basis. Our management uses this measure along with
corresponding GAAP financial measures to manage our business and to evaluate our performance compared to prior periods
and the marketplace. We define Adjusted Diluted EPS as net income or loss attributable to common stockholders before fair
value adjustments for acquisition-related contingent consideration, amortization of acquired intangibles, amortization of
debt discount and issuance costs, acquisition-related expense, stock-based compensation expense, and the tax impact of
using a normalized tax rate on pre-tax income adjusted for those items expressed on a per share basis using weighted average
diluted shares outstanding. We consider acquisition-related expense to include non-recurring direct transaction and
integration costs, severance, and the impact of purchase accounting adjustments related to the fair value of acquired deferred
revenue. We believe the exclusion of these items assists in providing a more complete understanding of the company’s
underlying operations results and trends and allows for comparability with our peer company index and industry and to be
more consistent with our expected capital structure on a going forward basis. Please note that other companies might define
their non-GAAP financial measures differently than us.
Adjusted Diluted EPS is a non-GAAP financial measure and should not be considered in isolation or as a substitute
for financial information provided in accordance with GAAP. This non-GAAP financial measure may not be computed in the
same manner as similarly titled measures used by other companies. In the future, we may incur expenses that are the same as
or similar to some of the adjustments in the presentation, and we do not intend to imply that our future results will be
unaffected by unusual or non-recurring items.
The following table reconciles net loss per share attributable to common stockholders on a diluted basis, the most
directly comparable GAAP measure, to Adjusted Diluted EPS:

Reconciliation of diluted net loss per share attributable to common shareholders to
Adjusted Diluted EPS
GAAP net loss attributable to common stockholders, basic and diluted, and net loss per
share attributable to common stockholders, basic and diluted
Adjustments:
Change in fair value of acquisition-related contingent consideration expense
Amortization of acquired intangibles
Amortization of debt discount and issuance costs
Acquisition-related expense
Stock-based compensation expense
Impact to income taxes (1 )
Adjusted net income attributable to common stockholders and Adjusted Diluted EPS
(1)

Three Months Ended March 31,
2019
2018
(In thousands except per share amounts)

$ (10,979)
1,176
4,667
1,527
3,691
6,852
(4,737)
$ 2,197

$

$

(0.54)

$ (18,094)

$

(0.96)

0.10

13,521
2,528
—
164
1,945
1,955
$ 2,019

$

0.10

The impact to taxes was calculated using a normalized statutory tax rate applied to pre-tax loss adjusted for the respective items above and then subtracting the tax
provision as determined for GAAP purposes.
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The following table reconciles the diluted weighted average shares of common stock outstanding used to calculate
net loss per share attributable to common stockholders on a diluted basis for GAAP purposes to the diluted weighted average
shares of common stock outstanding used to calculate Adjusted Diluted EPS:

Reconciliation of weighted average shares of common stock outstanding, diluted, to weighted average
shares of common stock outstanding, diluted for Adjusted Diluted EPS
Weighted average shares of common stock outstanding, basic and diluted for GAAP
Adjustments:
Weighted average dilutive effect of stock options
Weighted average dilutive effect of restricted stock
Weighted average dilutive effect of contingent shares
Weighted average shares of common stock outstanding, diluted for Adjusted Diluted EPS (1 )
(1)

Three Months Ended
March 31,
2019
2018
20,384,557

18,789,226

1,675,014
842,134
28,665
22,930,370

1,557,887
790,298
—
21,137,411

We account for the convertible senior subordinated notes utilizing the Treasury Stock Method as it intends to settle the notes entirely or partly in cash. Under this
method, the underlying shares issuable upon conversion of the notes are excluded from the calculation of diluted EPS, except to the extent that the average stock price for
the reporting period exceeds their conversion price of $69.95 per share. For the three months ended March 31, 2019, there was no impact on diluted EPS from the
convertible senior subordinated notes as the conversion price exceeded our average stock price.
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Liquidity and Capital Resources
We incurred a net loss of $11.0 million and $18.1 million for the three months ended March 31, 2019 and 2018,
respectively. Our primary liquidity and capital requirements are for research and development, sales and marketing, general
and administrative expenses, debt service obligations and strategic business acquisitions. We have funded our operations,
working capital needs and investments with cash generated through operations, issuance of stock and borrowings under our
credit facilities. At March 31, 2019, we had unrestricted cash of $49.6 million.
Summary of Cash Flows
The following table shows a summary of our cash flows for the three months ended March 31, 2019 and 2018:

Net cash (used in) provided by operating activities
Net cash used in investing activities
Net cash provided by (used in) financing activities
Net increase (decrease) in cash and restricted cash

Three Months Ended
March 31,
2019
2018
(In thousands)

$ (26,646) $
209
(161,375)
(2,182)
(4,205)
216,871
$ 28,850 $ (6,178)

Operating Activities
Net cash used in operating activities was $26.6 million for the three months ended March 31, 2019 and consisted
primarily of $24.4 million in payments for the contingent purchase price consideration related to the SRx acquisition, our net
loss of $11.0 million, changes in net deferred taxes of $3.4 million and changes in our operating assets and liabilities totaling
$3.7 million, offset by the addition of noncash items of $15.9 million. The noncash items primarily included $6.9 million of
stock-based compensation expense, which was primarily related to equity awards granted to employees and non-employees
in the third quarter of 2018 and in 2019, $6.3 million of depreciation and amortization expenses related to leasehold
improvements, capital equipment, capitalized internal-use software development costs and acquisition-related intangibles,
$1.6 million of amortization of deferred finance costs and debt discount primarily related to the 2026 Notes, and $1.2 million
in the aggregate related to the change in the fair value of the acquisition-related contingent consideration for SRx, Peak
PACE, Cognify, and DoseMe. The significant factors that contributed to the change in operating assets and liabilities
included an increase in accounts receivable primarily due to revenues generated as a result of the acquisitions completed in
2018 and 2019, an increase in prepaid expenses and other current assets primarily due to an increase in contract assets related
to estimated drug utilization fees in pharmacy cost management services and a decrease in accounts payable, which were
partially offset by an increase in accrued expenses and other liabilities as a result of higher accrued employee compensation,
contract labor and professional services, and interest expense.
Net cash provided by operating activities was $209 thousand for the three months ended March 31, 2018 and
consisted primarily of our net loss of $18.1 million and changes in our operating assets and liabilities totaling $1.1 million,
offset by the addition of noncash items of $19.4 million. The noncash items primarily included a $13.5 million charge
related to the change in the fair value of the SRx acquisition-related contingent consideration, $4.0 million of depreciation
and amortization expenses related to leasehold improvements, capital equipment, capitalized internal-use software
development costs, and acquisition related intangibles, and $1.9 million of stock-based compensation expense, which was
primarily related to shares of restricted common stock granted to certain employees and stock options granted to employees
in 2018. The significant factors that contributed to the change in operating assets and liabilities included an increase in
accounts receivable primarily due to revenues generated as a result of the SRx acquisition and a decrease in accounts
payable.
Investing Activities
Net cash used in investing activities was $161.4 million for the three months ended March 31, 2019 and $2.2
million for the three months ended March 31, 2018. Net cash used in investing activities for the three months ended March
31, 2019 reflected $158.7 million paid in connection with the acquisitions of DoseMe and PrescribeWellness, net of cash
acquired. In addition, net cash used in investing activities consisted of $2.6 million in software development costs and $1.0
million in purchases of property, equipment and leasehold improvements, primarily related to purchases
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of equipment and improvements for our expanded office space at our Moorestown, NJ headquarters. Net cash used in
investing activities was offset by proceeds received from the repayment of the $1.0 note receivable issued to DoseMe
Holdings Pty Ltd in 2018.
Net cash used in investing activities was $2.2 million for the three months ended March 31, 2018 and consisted
primarily of $1.1 million in purchases of property, equipment and leasehold improvements, primarily related to our office
space in Tucson, Arizona, for SRx and improvements for space in Austin, Texas and Gainesville, Florida dedicated to our
MRM service call centers. Net cash used in investing activities also consisted of $1.1 million in software development costs.
Financing Activities
Net cash provided by financing activities was $216.9 million for the three months ended March 31, 2019 compared
to net cash used in financing activities of $4.2 million for the three months ended March 31, 2018. Financing activities for
the three months ended March 31, 2019 primarily reflected gross proceeds of $325.0 million from the issuance of the 2026
Notes, $65.9 million from the proceeds of the warrant transactions and $1.0 million of proceeds received from the exercise of
stock options. Net cash provided by financing activities for the three months ended March 31, 2019 was partially offset by a
payment of $101.7 million for the convertible hedge option entered into in connection with the offering of the 2026 Notes, a
payment of $45.0 million to repay the amounts outstanding on the Amended and Restated 2015 Revolving Line, $18.7
million in payments for the contingent purchase price consideration related to the SRx acquisition, $9.4 million in payments
for debt financing costs, and $276 thousand in payments of long-term debt.
Net cash used in financing activities was $4.2 million for the three months ended March 31, 2018 and primarily
reflected $2.9 million in payments for the repurchase of common stock, a $1.6 million payment of contingent purchase price
consideration related to our Medliance acquisition, $357 thousand in payments for costs associated with our common stock
offering completed in December 2017, and $254 thousand in payments of long-term debt. Net cash used in financing
activities for the three months ended March 31, 2018 was offset by $920 thousand of proceeds received from the exercise of
stock options.
Funding Requirements
We had an accumulated deficit of $77.5 million as of March 31, 2019. As a result of our initial public offering,
which closed on October 4, 2016, we are a publicly traded company and will incur significant legal, accounting and other
expenses that we were not required to incur as a private company. In addition, the Sarbanes-Oxley Act, as well as rules
adopted by the SEC and Nasdaq Stock Market, require public companies to implement specified corporate governance
practices that were not applicable to us as a private company. We expect these rules and regulations will continue to increase
our legal and financial compliance costs and will make some activities more time-consuming and costly.
We believe that our unrestricted cash of $49.6 million as of March 31, 2019, borrowing capacity under our
Amended and Restated 2015 Revolving Line and cash flows from continuing operations will be sufficient to fund our
planned operations through at least June 30, 2020. Our ability to maintain successful operations will depend on, among other
things, new business, the retention of clients and the effectiveness of sales and marketing initiatives.
We may seek additional funding through public or private debt or equity financings. We may not be able to obtain
financing on acceptable terms, or at all. The terms of any financing may adversely affect our stockholders. If we are unable to
obtain funding, we could be forced to delay, reduce or eliminate our research and development programs, product portfolio
expansion or commercialization efforts, which could adversely affect our business prospects. There is no assurance that we
will be successful in obtaining sufficient funding on terms acceptable to us to fund continuing operations, if at all.
Revolving Credit Facility
On September 6, 2017, we entered into an Amended and Restated 2015 Revolving Line whereby we amended our
amended revolving line of credit, which was entered into on April 29, 2015 and subsequently amended on May 1, 2018,
August 31, 2018, October 19, 2018, December 31, 2018, February 7, 2019 and March 5, 2019. The Amended and Restated
2015 Revolving Line provides for borrowings in an aggregate amount up to $60.0 million to be used for
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general corporate purposes, with a $1.0 million sublimit for cash management services and letters of credit and foreign
exchange transactions. Amounts outstanding under the Amended and Restated 2015 Revolving Line bear interest at a
variable rate based upon Western Alliance Bank's prime rate plus an applicable margin which will range from (0.25%) to
0.25%, with Western Alliance Bank's prime rate having a floor of 3.5%. The Amended and Restated 2015 Revolving Line
has a maturity date of September 6, 2020, and is secured by all of our personal property, whether presently existing or created
or acquired in the future, as well as our intellectual property. As of March 31, 2019, there were no amounts outstanding under
the Amended and Restated 2015 Revolving Line. As of March 31, 2019, we were also contingently liable for $300 thousand
under an outstanding letter of credit, which reduces amounts available on the Amended and Restated 2015 Revolving Line.
Amounts available for borrowings under the Amended and Restated 2015 Revolving Line were $59.7 million as of March
31, 2019.
The Amended and Restated 2015 Revolving Line contains financial covenants, including covenants requiring us
to maintain a minimum unrestricted cash and unused availability balance under the Amended and Restated 2015 Revolving
Line, maintain a maximum leverage ratio on a trailing twelve-month basis measured quarterly, and a minimum EBITDA,
measured quarterly. The Amended and Restated 2015 Revolving Line also contains operating covenants, including
covenants restricting our ability to effect a sale of any part of our business, merge with or acquire another company, incur
certain additional indebtedness, encumber or assign any right to or interest in our property, pay dividends or other
distributions other than as contemplated in connection with the issuance of the 2026 Notes, make certain investments,
transact with affiliates outside of the ordinary course of business and incur annual capital expenditures, excluding
capitalized software development costs and tenant leasehold improvements, in excess of $5.0 million. The Amended and
Restated 2015 Revolving Line contains customary events of default, including upon the occurrence of a payment default, a
covenant default, a material adverse change, our insolvency and judgments against us in excess of $500 thousand that
remain unsatisfied for 30 days or longer. The Amended and Restated 2015 Revolving Line provides for a ten-day cure period
for a covenant breach, which may be extended to up to 30 days in certain circumstances. As of March 31, 2019, we were in
compliance with all covenants related to the Amended and Restated 2015 Revolving Line and expect to remain in
compliance with such covenants.
Contractual Obligations and Commitments
Other than acquisition-related contingent consideration and operating lease liabilities acquired as a result of the
DoseMe and PrescribeWellness acquisitions in 2019, during the three months ended March 31, 2019, there were no material
changes to our contractual obligations and commitments as compared to those described under “Management’s Discussion
and Analysis of Financial Condition and Results of Operations—Contractual Obligations and Commitments” in our Annual
Report on Form 10-K for the year ended December 31, 2018.
Off-Balance Sheet Arrangements
During the periods presented, we did not have any off-balance sheet arrangements, as defined by applicable SEC
rules and regulations.
Critical Accounting Policies and Significant Judgments and Estimates
Our management’s discussion and analysis of our financial condition and results of operations is based on our
consolidated financial statements, which have been prepared in accordance with United States generally accepted
accounting principles. The preparation of these consolidated financial statements requires us to make estimates and
assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at
the date of the consolidated financial statements, as well as the reported revenue generated and expenses incurred during the
reporting periods. Our estimates are based on our historical experience and on various other factors that we believe are
reasonable under the circumstances, the results of which form the basis for making judgments about the carrying value of
assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates under
different assumptions or conditions.
Except as described in Note 2 in the notes to our unaudited consolidated financial statements included in Part 1,
Item 1 of this Quarterly Report on Form 10-Q, there have been no material changes in our critical accounting policies during
the three months ended March 31, 2019, as compared to those disclosed in the “Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Critical Accounting Policies and Significant Judgments and Estimates” in
our Annual Report on Form 10-K for the year ended December 31, 2018.
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Recent Accounting Pronouncements
See Note 2 in this Quarterly Report on Form 10-Q and Note 2 in the Annual Financial Statements in our Annual
Report on Form 10-K for the year ended December 31, 2018 for a description of new accounting pronouncements. We
adopted Accounting Standards Update No. 2016-02, Leases as of January 1, 2019.
Item 3. Quantitative and Qualitative Disclosure about Market Risk
We are exposed to market risks in the ordinary course of our business. Market risk represents the risk of loss that may
impact our financial position due to adverse changes in financial market prices and rates. Our market risks are principally
limited to interest rate fluctuations.
As of March 31, 2019, no amounts were outstanding under our Amended and Restated 2015 Revolving Line. We
entered into the Amended and Restated 2015 Revolving Line to refinance outstanding indebtedness and to fund acquisitionrelated activities. Interest on the loan is based on the lender's prime rate plus an applicable margin which will range from
(0.25%) to 0.25% depending on our leverage ratio, with the lender's prime rate having a floor of 3.5%, which exposes us to
market risk due to changes in interest rates. This means that a change in the prevailing interest rates may cause our periodic
interest payment obligations to fluctuate. We believe that a one percentage point increase in interest rates would result in an
approximately $63 thousand increase to our interest expense for the three months ended March 31, 2019.
Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures
As required by Rule 13a-15(b) and Rule 15d-15(b) of the Exchange Act, our management, including our principal
executive officer and our principal financial officer, conducted an evaluation as of the end of the period covered by this
Quarterly Report on Form 10-Q of the effectiveness of the design and operation of our disclosure controls and procedures.
Based on that evaluation, our principal executive officer and principal financial officer concluded that, as of March
31, 2019, our disclosure controls and procedures were not effective at the reasonable assurance level in ensuring that
information required to be disclosed by us in the reports that we file or submit under the Exchange Act is recorded, processed,
summarized and reported within the time periods specified in the Securities and Exchange Commission’s rules and forms due
to a material weakness in internal control over financial reporting that previously was disclosed in Part II, Item 9A, ”Controls
and Procedures” of our Annual Report on Form 10-K for the fiscal year ended December 31, 2018 filed with the Securities
and Exchange Commission on March 1, 2019, or our 2018 Form 10-K.
Remediation efforts to address previously identified material weakness
We are continuing to implement the remediation plan as previously disclosed in Part II, Item 9A, “Controls and
Procedures” in our Form 10-K to correct the control deficiencies contributing to the material weakness such that these
controls will operate effectively. We have (i) created a new information technology, or IT, compliance oversight function,
which is actively pursuing candidates; (ii) updated training programs addressing information technology controls, or ITGCs,
and policies, and provided education to the control owners concerning the principles and requirements of each control, with
a focus on those related to change-management over IT systems impacting financial reporting; (iii) developed and are
maintaining documentation underlying ITGCs to promote knowledge transfer upon personnel and function changes; (iv)
updated and enhanced risk assessment procedures and controls related to changes in IT systems; (v) begun implementing an
IT management review and testing plan to monitor ITGCs with a specific focus on systems supporting our financial reporting
processes; and (vi) enhanced quarterly reporting on the remediation measures to the Audit Committee of our Board of
Directors
To remediate our existing material weakness, we require additional time to complete the implementation of our
remediation plan and demonstrate the effectiveness of our remediation efforts. The material weakness cannot be considered
remediated until the applicable remedial controls operate for a sufficient period of time and management has concluded,
through testing, that these controls are operating effectively.
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We expect that the remediation of this material weakness will be completed prior to the end of fiscal 2019.
Inherent Limitations on Effectiveness of Controls and Procedures
Internal control over financial reporting may not prevent or detect all errors and all fraud. A control system, no
matter how well conceived and operated, can provide only reasonable, not absolute, assurance that the objectives of the
control system are met. Also, projections of any evaluation of effectiveness of internal control 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. Accordingly, our disclosure controls and procedures are designed to provide
reasonable, not absolute, assurance that the objectives of our disclosure control system are met.
Changes in Internal Control over Financial Reporting
We implemented new internal controls to address the impacts of the new lease accounting standard on our financial
statements for its adoption on January 1, 2019 and thereafter. These controls include the development of internal controls
over new accounting policies and processes based on the new lease accounting standard and the gathering of information
provided for disclosures. Except for changes in connection with our implementation of the remediation plan described above
and the adoption of the new lease accounting standard, there have been no changes in our internal control over financial
reporting (as defined in Rules 13a-15(f) and 15d-15(f) of the Exchange Act) that occurred during the first quarter of fiscal
2019 that have materially affected, or are reasonably likely to materially affect, the Company’s internal control over financial
reporting.
PART II - OTHER INFORMATION
Item 1. Legal Proceedings
We are not currently party to any material legal proceedings. From time to time, however, we may be a party to
litigation and subject to claims in the ordinary course of business. Regardless of the outcome, litigation can have an adverse
impact on us because of defense and settlement costs, diversion of management resources and other factors.
Item 1A. Risk Factors
Stockholders and potential investors in our securities should carefully consider the risk factors set forth in Part I,
“Item 1A. Risk Factors” of our Annual Report on Form 10-K for the year ended December 31, 2018, which was filed with the
Securities and Exchange Commission on March 1, 2019. We have identified these risk factors as important factors that could
cause our actual results to differ materially from those contained in any written or oral forward-looking statements made by
us or on our behalf. Other than as set forth below, there have been no material changes to such risk factors previously
disclosed in our Annual Report.
We will purchase a significant portion of our pharmaceutical products from a group purchasing organization which
receives discounts from a primary supplier.
On March 29, 2019, the we entered into an Affiliated Pharmacy Agreement and Pharmaceutical Program Supply
Agreement with Thrifty Drug Stores, Inc. (the “Thrifty Drug Agreements”) to replace the prime vendor agreement with
AmerisourceBergen Drug Corporation. Pursuant to the terms of the Thrifty Drug Agreements, which have a term lasting
through September 30, 2020, subject to renewal under certain circumstances, we agree to purchase not less than 98% of our
total prescription product requirements from Thrifty Drug Stores, Inc. We anticipate the commencement of the purchasing of
prescription products under the Thrifty Drug Agreements in July 2019. The Thrifty Drug Agreements can be terminated
solely by Thrifty Drug Stores, Inc. for, among other things, a payment default that continues for ten days after notice thereof
and our failure to maintain credit worthiness. If we are no longer able to purchase our pharmaceutical products from a group
purchasing organization, there can be no assurance that our operations would not be disrupted or that we could obtain the
necessary pharmaceutical products at similar cost or at all. In this event, failure to satisfy our clients' requirements would
result in defaults under client contracts subjecting us to damages and the potential termination of those contracts.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
Not applicable.
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Item 3. Defaults Upon Senior Securities
Not applicable.
Item 4. Mine Safety Disclosures
Not applicable.
Item 5. Other Information
On March 29, 2019, the Company entered into an Affiliated Pharmacy Agreement and Pharmaceutical Program
Supply Agreement with Thrifty Drug Stores, Inc. (the “Thrifty Drug Agreements”) to replace the prime vendor agreement with
AmerisourceBergen Drug Corporation. Pursuant to the terms of the Thrifty Drug Agreements, which have a term lasting
through September 30, 2020, subject to renewal under certain circumstances, the Company agrees to purchase not less than
98% of the Company’s total prescription product requirements from Thrifty Drug Stores, Inc. The group purchasing
organization receives discounts on pharmaceutical product purchases from the primary supplier of the organization. The
Company anticipates the commencement of the purchasing of prescription products under the Thrifty Drug Agreements in
July 2019 and, until such time, the Company’s prime vendor agreement with AmerisourceBergen Drug Corporation remains
in place. The Thrifty Drug Agreements can be terminated solely by Thrifty Drug Stores, Inc. for, among other things, a
payment default that continues for ten days after notice thereof and the Company’s failure to maintain credit worthiness. The
Thrifty Drug Agreements authorize Thrifty Drug Stores, Inc. to hold a security interest in all of the products purchased by the
Company under the Thrifty Drug Agreements.
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Item 6. Exhibits

Exhibit
No.
2.1*
3.1
3.2
4.1
4.2
10.1

10.2

10.3
10.4
10.5
10.6
10.7
10.8
10.9
10.10
10.11
10.12
31.1

Incorporated by Reference
Filing
Exhibit
Form
Date
Number

Exhibit Description
Merger Agreement, dated March 5, 2019, by and among Tabula Rasa
HealthCare, Inc., TRHC PW Acquisition, LLC, Prescribe Wellness, LLC
and Fortis Advisors, LLC, as Holder Representative
Amended and Restated Certificate of Incorporation of Tabula Rasa
HealthCare, Inc.
Amended and Restated Bylaws of Tabula Rasa HealthCare, Inc.
Indenture, dated as of February 12, 2019, between Tabula Rasa
HealthCare, Inc. and U.S. Bank National Association, as trustee
Form of Note (included in Exhibit 4.1)
Loan and Security Modification Agreement, entered into as of February 7,
2019, by and among CareKinesis, Inc., Tabula Rasa HealthCare, Inc.,
Careventions, Inc., Capstone Performance Systems, LLC, J.A. Robertson,
Inc., Medliance LLC, CK Solutions, LLC, TRSHC Holdings, LLC,
SinfoniaRx, Inc., TRHC MEC Holdings, LLC, Mediture, LLC, eClusive
L.L.C., Cognify, LLC and TRHC DM Holdings, LLC, the several banks
and other financial institutions or entities party thereto, and Western
Alliance Bank, as a Lender and as administrative agent and collateral agent
for the Lenders
Loan and Security Modification Agreement, entered into as of March 5,
2019, by and among CareKinesis, Inc., Tabula Rasa HealthCare, Inc.,
Careventions, Inc., Capstone Performance Systems, LLC, J.A.
Robertson, Inc., Medliance LLC, CK Solutions, LLC, TRSHC Holdings,
LLC, SinfoniaRx, Inc., TRHC MEC Holdings, LLC, Mediture, LLC,
eClusive L.L.C., Cognify, LLC and TRHC DM Holdings, LLC, the several
banks and other financial institutions or entities party thereto, and Western
Alliance Bank, as a Lender and as administrative agent and collateral agent
for the Lenders
Call Option Confirmation, dated February 7, 2019, between Tabula Rasa
HealthCare, Inc. and Citibank, N.A.
Call Option Confirmation, dated February 7, 2019, between Tabula Rasa
HealthCare, Inc. and Bank of America, N.A.
Warrant Confirmation, dated February 7, 2019, between Tabula Rasa
HealthCare, Inc. and Citibank, N.A.
Warrant Confirmation, dated February 7, 2019, between Tabula Rasa
HealthCare, Inc. and Bank of America, N.A.
Call Option Confirmation, dated February 8, 2019, between Tabula Rasa
HealthCare, Inc. and Citibank, N.A.
Call Option Confirmation, dated February 8, 2019, between Tabula Rasa
HealthCare, Inc. and Bank of America, N.A.
Warrant Confirmation, dated February 8, 2019, between Tabula Rasa
HealthCare, Inc. and Citibank, N.A.
Warrant Confirmation, dated February 8, 2019, between Tabula Rasa
HealthCare, Inc. and Bank of America, N.A.
Affiliated Pharmacy Agreement, dated March 29, 2019, between Thrifty
Drug Stores, Inc. and Tabula Rasa HealthCare, Inc.+
Pharmaceutical Program Supply Agreement, effective as of March 29,
2019, between Thrifty Drug Stores, Inc. and Tabula Rasa HealthCare, Inc.+
Certification of Chief Executive Officer (Principal Executive Officer)
required by Rule 13a-14(a) or Rule 15d-14(a) of the Securities Exchange
Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act
of 2002
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Certification of Chief Financial Officer (Principal Financial Officer)
required by Rule 13a-14(a) or Rule 15d-14(a) of the Securities Exchange
Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act
of 2002
Certification of Chief Executive Officer (Principal Executive Officer) and
Chief Financial Officer (Principal Financial Officer), as required by Rule
13a-14(b) or Rule 15d-14(b) and Section 1350 of Chapter 63 of Title 18
of the United States Code (18 U.S.C. §1350), as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002
XBRL Instance Document
XBRL Taxonomy Extension Schema Document
XBRL Taxonomy Extension Calculation Linkbase
XBRL Taxonomy Extension Definition Linkbase
XBRL Taxonomy Extension Label Linkbase
XBRL Taxonomy Extension Presentation Linkbase

X

X
X
X
X
X
X
X

* The schedules and exhibits to the merger agreement are omitted pursuant to Item 601(b)(2) of Regulation S-K. Tabula Rasa HealthCare, Inc.
agrees to furnish supplementally to the SEC, upon request, a copy of any omitted schedule or exhibit
** This certification attached as Exhibit 32.1 that accompanies this Quarterly Report on Form 10-Q is not deemed filed with the Securities and
Exchange Commission and is not to be incorporated by reference into any filing of Tabula Rasa HealthCare, Inc. under the Securities Act of
1933, as amended, or the Securities Exchange Act of 1934, as amended (whether made before or after the date of this Form 10-Q), irrespective of
any general incorporation language contained in such filing.
+ Certain confidential provisions of this Exhibit were omitted by means of marking such portions with an asterisk because the identified
confidential portions are (i) not material and (ii) would be competitively harmful if publicly disclosed.
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Signatures
Pursuant to the requirements 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.
TABULA RASA HEALTHCARE, INC.
Date: May 10, 2019

By:
/s/ DR. CALVIN H. KNOWLTON
Name: Dr. Calvin H. Knowlton
Title: Chief Executive Officer
(Principal Executive Officer)

Date: May 10, 2019

By:
/s/ BRIAN W. ADAMS
Name: Brian W. Adams
Title: Chief Financial Officer
(Principal Financial Officer)

Date: May 10, 2019

By:
/s/ ANDREA C. SPEERS
Name: Andrea C. Speers
Title: Chief Accounting Officer
(Principal Accounting Officer)
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Exhibit 10.11
AFFILIATED PHARMACY AGREEMENT
THIS AFFILIATED PHARMACY AGREEMENT (“Agreement”), dated as of the 29th ____day of
March 2019, is between Thrifty Drug Stores, Inc., a Minnesota corporation (“Company”), and Tabula
Rasa HealthCare, Inc., an affiliated pharmacy (“Retailer”).
WHEREAS, the Company is in the business of providing goods, including pharmaceuticals, and
services to affiliated drug stores (as well as to its Company-owned stores); and
WHEREAS, Retailer owns and operates an affiliated retail drug store(s) located at the locations
specified on Exhibit A attached hereto (individually and collectively, the “Store”); and
WHEREAS, Retailer may desire (but is not obligated) to participate in certain programs offered by the
Company pursuant to which Retailer may obtain certain services and goods from the Company and
third-parties;
NOW, THEREFORE, in consideration of the mutual promises contained herein, it is agreed by and
between the parties hereto as follows:
1.

OBLIGATIONS OF THE COMPANY. THE COMPANY SHALL:
1.1

2.

Make available to Retailer from time to time one or more programs pursuant to which
Retailer can obtain certain services and goods from the Company and/or third-parties
(the “Program” or “Programs”). Certain existing Programs offered are identified on
Exhibit B attached hereto. Programs will be offered to Retailer on terms and conditions
established by the Company from time to time. All Program offerings remain subject to
discontinuance and change by the Company at any time, except to the extent the terms
of a Program are documented in a writing signed by both the Company and Retailer in
which the applicable terms are expressly fixed for a specified duration.

OBLIGATIONS OF THE RETAILER. THE RETAILER SHALL:
2.1

Abide by all Program participation requirements with respect to Programs that Retailer is
eligible to and elects to participate in.

2.2

Timely pay and perform all obligations owed by Retailer to the Company and to thirdparty vendors under the Programs.

2.3

Indemnify and hold the Company harmless from any claims, damages, liability, costs
and expenses of any type whatsoever arising out of the operation of Retailer’s business,
including arising out of the performance or failure of performance of third-parties under
Programs arranged by the Company.
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3.

4.

2.4

Provide Retailer’s wholesale product purchase and usage history from time to time upon
request in an acceptable electronic format, including NDC numbers for all items.

2.5

Comply with all applicable laws and operate in conformity with high ethical standards.

TERM.
3.1

This Agreement shall commence on the date hereof and shall continue thereafter through
September 30, 2020 or such longer period that the Pharmaceutical Supply Program
remains in effect, unless earlier terminated as provided in this Agreement.

3.2

Certain Programs offered to Retailer may have their own separate term. If such Program
term expires or terminates prior to the expiration or termination of this Agreement, such
Program shall expire or terminate in accordance with its terms. However,
notwithstanding the fact that a Program term may state a period extending beyond the
term of this Agreement, Retailer’s right to participate in any Program and any separate
written contract relating to any such Program, shall automatically terminate upon
termination of this Agreement. Upon expiration or termination of this Agreement,
Retailer shall return to the Company any equipment, software or other materials
supplied by the Company to Retailer under the terms of any Program, including,
without limitation, the TWRX software.

TERMINATION. This Agreement and Retailer’s participation in any Program offered by the
Company (and any separate written contract relating to any such Program) may be terminated:
4.1

By mutual written agreement of Retailer and the Company.

4.2

By the Company if Retailer violates use of the Marks under the License Agreement or is
either ineligible or otherwise does not elect to participate in at least one of the
Company’s then offered Programs.

4.3

By the Company if Retailer fails to timely pay any amount owed by Retailer to the
Company or to any third-party vendor under a Program.

4.4

By the Company if Retailer fails to timely perform any payment obligation owed by
Retailer to the Company or to any third-party vendor under a Program unless such
failure is cured within ten (10) days after receipt of written notice of the breach or, if not
curable within such time period, good faith efforts have been taken during any such
cure period to commence effecting a cure and diligently pursued thereafter.

4.5

By the Company if Retailer is convicted or pleads no contest to a felony or criminal
action relating to Medicare, Medicaid or health services.
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5.

6.

4.6

By the Company if the Company undergoes a change of control, substantially all of its
assets are sold, or due to any new or existing circumstance pursuant to which the
Company is unable or will likely be unable to legally or practically on an economic
basis consistent with prior performance perform its obligations under either this
Agreement or any of the Programs.

4.7

Retailer is not permitted to terminate this Agreement prior to expiration. Upon the
Company’s receipt from Retailer of written notice of a failure in performance relating to
a Program, the Company agrees to use good faith efforts to cure any failure in the
Company’s performance and also to work as a liaison between Retailer and third-party
vendors in order to address failures in their performance. If after a reasonable time
period, Retailer’s issues have not been addressed in a commercially reasonable manner
and Retailer and the Company are unable to agree to a reasonable process for resolving
the matter, Retailer, as its exclusive remedy, may petition for a court appointed arbitrator
who shall have authority to determine an appropriate process for resolving the matter
while maintaining the effectiveness of this Agreement and Retailer’s commitment to
Programs subscribed to by the Retailer.

4.8

Termination Based on Credit Status. Notwithstanding any other provision in this
Agreement to the contrary, Company reserves the right to terminate this Agreement
upon sixty (60) days written notice for Retailer’s failure to maintain credit worthiness as
determined by Company’s credit insurer.

BREACH OF PROGRAM REQUIREMENTS.
5.1

Retailer acknowledges and agrees that a failure of Retailer to comply with the terms and
duration of Programs that Retailer elects to participate in may cause damage to the
Company including less favorable pricing, lost rebates, lost compensation and otherwise
as a result of reduced aggregate purchases under the Program. Retailer shall be liable, in
addition to any other applicable damages, for a reasonable estimate of such damages
regardless of whether or not the Company terminates the Retailer’s participation in the
Program as a result of Retailer’s breach of its agreement to comply with the terms of the
Program.

5.2

The termination of this Agreement by the Company shall not relieve the Retailer from
the obligations to pay any monies due the Company nor from the performance of any
other obligation of the Retailer to the Company.

PAYMENT.
6.1

Payment. Subject to a change in applicable credit terms, payment for all goods and
services ordered under this Agreement is due and payable by Retailer to the Company
on the Wednesday of the week after the charges were incurred. The Company will
issue a billing statement on Monday of each week identifying the charges from the prior
week. Payment is due by electronic funds transfer or other
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method acceptable to the Company so as to provide the Company with good funds by
the payment due date. The Company may, in its discretion, modify the statement
issuance and billing dates based holidays. Retailer hereby authorizes the Company to
make an electronic funds withdrawal from Retailer’s bank accounts for the amount due.

7.

6.2

Credit Terms. The Company reserves the right to adjust the payment terms, including
requiring prepayment or C.O.D. payments, if Retailer is in breach of this Agreement
(without regard to any whether any cure period may be applicable) or based on other
credit considerations which the Company, in its sole discretion, deems relevant.

6.3

Billing Adjustments/Credits/Deductions. No billing adjustments, credits or deductions
may be taken until a valid credit memo is issued by the Company. Invoices to Retailer
for whole or partial shipments shall be paid regardless of disputes relating to other
invoices. Retailer waives the right to assert offsets or counterclaims with respect to any
amounts due. Retailer shall promptly notify the Company’s customer service personnel
of any disputed invoice or billing statement and confirm the same by written notice.
Claims by Retailer with respect to incorrect billing statements must be submitted in
writing by Retailer to the Company within seven (7) days after Retailer’s receipt of the
weekly billing statement from the Company otherwise Retailer forever waives such
claims.

6.4

Late Fees. Amounts not paid when due will be subject to a late payment fee computed
daily at a rate equal to the lower of [*]% per month or the highest rate permissible by
applicable law. In addition, should there be insufficient funds in Retailer’s bank account
to cover an electronic funds withdrawal request for any amount owing to the Company
when due, the Company shall charge Retailer a $[*] ($[*]) insufficient funds fee.

6.5

Collection Costs. Retailer shall be responsible for all costs and expenses (including
reasonable attorneys fees, whether or not suit is commenced) incurred by the Company
to collect any amounts owed by Retailer.

6.6

Credit/Background Checks. From time to time, Retailer agrees to deliver to the
Company credit information reasonably requested by the Company. Retailer hereby
authorizes the Company to perform credit and background checks on the Company.

6.7

Offset Right. The Company shall be permitted to set-off any amounts that the Company
owes to Retailer against amounts that Retailer owes to the Company.

SECURITY INTEREST.
Company retains the right to: (a) adjust Retailer’s payment terms; (b) place Retailer on C.O.D.
status, and/or (c) refuse orders from Retailer if Company has not received payment when due
for products and services supplied by (or through) Company to
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Retailer or based upon reasonable credit considerations. Company retains, and Retailer hereby
grants, Company, a security interest in the all products (including, without limitation,
pharmaceutical drug products, over-the-counter products, health and beauty aid products,
greeting cards), purchased or hereafter acquired from by Retailer from Company to secure any
and all payment obligations now or hereafter owed by of Retailer to Company. Retailer
authorizes Company to file and maintain UCC financing statements evidencing such security
interest.
8.

CONTROLLED SUBSTANCE MONITORING PROGRAM
Controlled Substance Compliance. Participant and Company agree to cooperate in good faith
with respect to implementation and continuation of a suspicious order monitoring program for
controlled substances. Upon Company’s request, Retailer shall provide reports that show the
quantities of controlled substances in Schedules II to IV, as determined by federal and state
controlled substance laws, purchased or dispensed over a defined period of time. Company
shall use such information only for compliance with DEA’s suspicious order monitoring
program requirement.

9.
GENERAL PROVISIONS. THE FOLLOWING PROVISIONS APPLY
UNIVERSALLY TO THE RELATIONSHIP BETWEEN THE COMPANY AND
RETAILER, INCLUDING WITH RESPECT TO EACH INDIVIDUAL PROGRAM OF
THE COMPANY IN WHICH RETAILER PARTICIPATES AND ANY SEPARATE
WRITTEN AGREEMENT RELATING TO SUCH PROGRAM.
9.1

Notice. Any notice or other communication required or desired to be given to a party
under this Agreement shall be in writing and shall be deemed given when: (a) received
by the recipient, after being sent via certified mail, return receipt requested, and
addressed to that party at the address for such party set forth at the end of this
Agreement; or (b) received by the recipient after being sent via Federal Express,
Airborne, or similar overnight delivery service for delivery to that party at that address.
A party may change its address for notices under this Agreement by giving the other
parties notice of such change in accordance with the terms of this Agreement.

9.2

Relationship. The parties intend the relationship created by this Agreement to be that of
buyer and seller (not distributor or/dealer or franchise/franchisee). Each is an
independent contractor, and neither is the agent of the other. This Agreement does not
authorize the Retailer to use, and the Retailer agrees not to use, any trademarks, trade
names, logos, etc owned by the Company and used by its Company-owned stores,
except as is expressly permitted by a separate license agreement between the parties.
Retailer acknowledges that the Company may receive discounts, rebates or other
consideration in connection with the Company arranging the Programs and that the
Company is entitled to retain the same with no obligation of disclosure or accounting to
Retailer. The Company is not a fiduciary for the Retailer in any respect.
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9.3

Proprietary and Confidential Information.
a.

b.

c.

d.

e.

Retailer acknowledges that any information (except that identified below)
obtained by Retailer regarding the Company, its business plans and operations,
and the Programs, including, without limitation, the identity of its suppliers, the
Company’s prices received from its suppliers and other terms and conditions
received by the Company from its suppliers, is confidential and proprietary to
the Company (the “Confidential Information”). Retailer shall not disclose,
transfer, copy, duplicate, or publish any Confidential Information for any
purpose whatsoever other than to perform its obligations under this Agreement.
Retailer shall only make available the Confidential Information to its employees,
independent contractors and agents on a “need to know” basis and provided
such persons are subject to protect the Confidential Information on the same
basis as set forth herein.
Retailer shall be responsible for the unauthorized disclosure of any Confidential
Information by its employees, independent contractors and agents. Upon either
the termination of this Agreement or the Company’s earlier written request,
Retailer shall either return to the Company or destroy, as the Company shall
instruct, the Confidential Information (including all copies) in whatever form
such Confidential Information exists. Retailer shall, from time to time, upon
request certify to the Company as to its compliance with the terms of these
provisions and this Agreement.
Confidential Information shall not include any information generally known in
the trade or the public (provided it did not become so known because of the act
or omission of Retailer, its employees, independent contractors, or agents).
Retailer may disclose Confidential Information as and to the extent required by
an order of a court or pursuant to compulsory process issued by a governmental
agency, body or official acting under authority of law, provided that Retailer
immediately upon receipt of such order or process notifies the Company in
writing thereof.
Retailer acknowledges that the Confidential Information is a valuable asset of
the Company and that breach of this Section would cause the Company
irreparable harm for which there is no adequate remedy at law. Accordingly, in
the event of a breach or alleged breach of this Section, Retailer consents to the
imposition of injunctive relief in the Company’s favor and any other legal and
equitable remedies available to the Company.
The obligations of Retailer pursuant to this Section shall survive the termination
of this Agreement for a period of two years provided this confidentiality
covenant shall co-exist with any other confidentiality
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covenants between the Company and Retailer which shall survive the
consummation of this Agreement in order to provide the maximum legally
permitted protection of the Company’s Confidential Information.
f.

In the case of a dispute under this Agreement, all prices, rebates and allowances
received by the Company and all purchase information of the Company and its
affiliated retailers shall be confidential. To the extent (if any) that a court
proceeding permits any access or review of the same, such access shall be
afforded only to an independent certified public accountant who is obligated
pursuant to a confidentiality agreement with the Company not to disclose or use
such information except as necessary in connection with the proceeding by
reporting only summary conclusions without disclosing the underlying data.

9.4

Warranty Disclaimer. The Company disclaims, and Retailer waives, any claims and
damages arising from the failures, errors or delays of the Company’s third-party agents
in connection with the provision of goods and services provided on the Company’s
behalf under this Agreement or any of the Programs. The Company hereby assigns to
Retailer its rights against the Company’s third-party agents relating to their failures or
errors in connection with the provision of with filling and delivering goods ordered as
well as in connection with the provision of goods and services performed by them on
the Company’s behalf. Retailer acknowledges that failures of timely deliveries and
performance by the Company or third-party vendors may occur and do not give rise to a
damage claim by Retailer. THE COMPANY MAKES NO EXPRESS OR IMPLIED
REPRESENTATION OR WARRANTY, WITH RESPECT TO THE GOODS
SOLD AND SERVICES PROVIDED UNDER THIS AGREEMENT,
INCLUDING, BUT NOT LIMITED TO, IMPLIED CONDITIONS OF FITNESS
FOR
A
PARTICULAR
PURPOSE,
NONINFRINGEMENT,
OR
MERCHANTABILITY. NO AGENT, EMPLOYEE OR REPRESENTATIVE OF
THE COMPANY HAS ANY AUTHORITY TO BIND THE COMPANY TO ANY
AFFIRMATION, REPRESENTATION OR WARRANTY EXCEPT AN
AUTHORIZED OFFICER OF THE COMPANY PURSUANT TO A SIGNED
WRITTEN AGREEMENT.

9.5

LIMITATION OF LIABILITY. THE COMPANY SHALL HAVE NO LIABILITY
TO RETAILER OR ANY OTHER PERSON FOR, AND RETAILER HEREBY
EXPRESSLY WAIVES, ALL REMEDIES AND DAMAGES RELATING TO
INDIRECT, INCIDENTAL, CONSEQUENTIAL, OR SPECIAL DAMAGES OF
ANY DESCRIPTION. THE PARTIES EXPRESSLY AGREE THAT SUCH
LIMITATION IS AN AGREED UPON ALLOCATION OF RISK. UNDER NO
CIRCUMSTANCES SHALL THE COMPANY’S LIABILITY FOR ANY CAUSE
EXCEED [*].

9.6

Force Majeure. Each party’s obligations under this Agreement will be excused if and to
the extent that any delay or failure to perform such obligations is due to causes beyond
its reasonable control, including, without limitation, acts of war or
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terrorism, fire or other casualty, product or material shortages, strikes or labor disputes,
transportation delays, manufacturer out-of-stock or delivery disruptions, acts of God, or
any law or regulation issued by any government or governmental or quasigovernmental agency or any judgment or judicial, executive or administrative order or
decree, whether or not ultimately held to be valid. The party experiencing such a force
majeure event shall promptly notify the other party of such event and use its reasonable
commercial efforts to promptly cure the same.
9.7

Assignment. This Agreement shall not be assigned in whole or in part by the Retailer
without the prior written consent of the Company, and any attempted assignment shall
be null and void. Subject to the Company’s prior written consent, Retailer shall assign
its obligations under this Agreement, including any Programs subscribed to by Retailer,
to any purchaser or successor to the Store. All of the provisions of this Agreement shall
be binding upon and inure to the benefit of the respective legal representatives, heirs,
successors and assigns of the parties hereto.

9.8

Choice of Law. This Agreement, and the respective rights of the parties under this
Agreement, shall be governed and construed by the laws of the State of Minnesota,
without application of any choice of law considerations. Any claim, cause of action, suit
or demand allegedly arising out of or related to this Agreement, or the relationship of
the parties, shall be brought exclusively in the state or federal courts located in
Minneapolis, Minnesota, and the parties irrevocably consent to the jurisdiction and
venue of such courts. Each party hereto agrees that valid service of process may be
effected on it by certified mail at the addresses stated on the signature page of this
Agreement.

9.9

Survival. The rights and obligations of the parties intended to be observed and
performed by the parties after the consummation of this Agreement shall survive the
same and continue thereafter in full force and effect.

9.10

Counterparts. This Agreement may be executed in any number of counterparts, each of
which shall be deemed an original, but all of which shall constitute one and the same
instrument. Copies of this Agreement with signatures transmitted electronically (e.g., by
facsimile or pdf) shall be deemed to be original signed versions of this Agreement.

9.11

Construction. Wherever possible, each provision of this Agreement shall be interpreted
in such manner as to be effective and valid under applicable law, but if any provision of
this Agreement shall be prohibited by or invalid under applicable law, such provision
shall be ineffective only to the extent of such prohibition or invalidity without
invalidating the remainder of such provision or the remaining provisions of this
Agreement.
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9.12

Joint Liability. If Retailer shall be two or more persons, all persons signatory hereto on
behalf of Retailer shall be jointly and severally liable hereunder.

9.13

Entire Agreement; Modification and Waiver . This Agreement, together with the
Exhibits and the related written agreements specifically referred to herein, represents the
only agreement among the parties concerning the subject matter hereof and supersedes
all prior agreements, whether written or oral, relating thereto. No purported amendment,
modification or waiver of any provision hereof shall be binding unless set forth in a
written document signed by all parties (in the case of amendments or modifications) or
by the party to be charged thereby (in the case of waivers). Any waiver shall be limited
to the provision hereof and the circumstance or event specifically made subject thereto
and shall not be deemed a waiver of any other term hereof or of the same circumstance
or event upon any recurrence thereof. This Agreement shall not be construed against
either party since each party has had the opportunity to negotiate its provisions and
contribute to its drafting.
******
[Remainder of page intentionally left blank; signature page follows]
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Each of the parties has caused this Affiliated Pharmacy Agreement to be executed in the manner
appropriate to each intending to be legally bound.
Company Name:

Thrifty Drug Store, Inc.

Tabula Rasa Health Care, Inc.

Printed Name Scot Rewerts
By /s/ Scot D. Rewerts

Printed Name Calvin H. Knowlton, PhD
By /s/ Calvin H. Knowlton, PhD
Title Chairman & CEO
Date 3/29/2019

Title Director Affiliated Pharmacy Program
Address: 6055 Nathan Lane North #200
Plymouth, MN 55442

Address: 228 Strawbridge Drive
Moorestown, NJ 08057

[*] = CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT, MARKED BY BRACKETS,
HAS BEEN OMITTED BECAUSE THE INFORMATION (I) IS NOT MATERIAL AND (II) WOULD BE
COMPETITIVELY HARMFUL IF PUBLICLY DISCLOSED.

EXHIBIT A
Affiliated Pharmacy Store Locations
Legal Entity Name

Name of Store

Store Address
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EXHIBIT B
Affiliated Pharmacy Services
All prices set forth in this Exhibit are subject increase based on increases in the Company’s cost of
providing the related goods and services.
ADVERTISING
Coupon books (design and printing)
Magazine (design and printing)
Gift catalog printing

per thousand for design and printing
per thousand for design and printing
per thousand for design and printing

$[*]
$[*]
$[*]

Additional advertising cost per coupon book/magazine/tabloid/gift catalog/event:
Front plate change fee for operators name & address

$[*]

Ad production cost

$[*]

Ad sign cost

$[*]

PLANOGRAMS, RETAIL PRICE MANAGEMENT, SHELF LABELS AND RETAIL
PRICE STICKERS
·
·
·
·

POGS provided monthly according to Thrifty White POG Schedule.
Weekly price change report and shelf labels for increases / decreases.
New POS shelf labels provided monthly with plan-o-grams.
Compare and Save signage / Mark Down signage
Monthly POG / shelf labels / retail price management support fee

$[*]

Complete set of POS shelf labels covering all Thrifty White POGS.

$[*]

POINT OF SALE COMMUNICATION SUPPORT
·
·
·
·
·
·

New price change labels for price increases / decreases.
Automatic communication download for price change product information.
Markdown signs for clearance.
Automatic communication download for any independent advertising events. (Coupon
books & magazines)
Automatic communication download for all seasonal product information.
Markdown program & signs for all seasonal product bought from Thrifty White’s seasonal
buy programs.
Monthly point of sale communication support fee

$[*]
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Monthly Freedom Data Software support fee

$[*]

Monthly Freedom Data AR support fee

$[*]

Monthly Data Signature Capture fee

$[*]

[*] RELATIONSHIP
The Company has entered into a wholesaling agreement with [*] pursuant to which Retailer may
purchase products on wholesale basis directly from [*].
PHARMACEUTICAL SUPPLY
The Company has entered into a relationship with [*] enabling the Company to sell certain branded
and generic pharmaceuticals and other products to Retailer. Purchase commitments apply.
[*] PROGRAM
The Company has entered into a program agreement with [*] enabling Retailer to obtain participate in
the program to obtain certain personal expression products (including greeting cards and related items).
Purchase commitments apply.
[*]
The Company has entered into a relationship with [*] enabling the Company to allow Retailer to
receive [*] and related services.
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THRIFTY ACCOUNT NOTIFICATION
APP

Yes

THRIFTY STORE #
NAME OF STORE
ADDRESS
PHONE #
FAX #
DEA #
EXPIRATION DATE
STATE PHARMACY #
EXPIRATION DATE
NCPDP #
NPI #
CONTROLLED PHARMACY #
EXPIRATION DATE
FED-ID #
PROPOSED OPENING DATE
OPENING ORDER DATE
CURRENT WHOLESALER EXPIRATION
DATE
ESTIMATED MONTHLY VOLUME
SPECIAL REQUESTS/OTHER
Varity Distributor Inc. Account
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VDI EDI ordering

Y N

Pharmacy System in Use
EDI Set-up

Y N

POS System in Use
POS Set-Up

Y N

RX Account needed

Y N

CSOS Account needed

Y N

LTC Account needed

Y N

Rx Cost Code
Rx Shelf Labels

Y N

OTC Cost Code
OTC Price Sticker

Y N

MM25 (Mobil Manager)

Y N Date: ______________________

Health Mart Customer

Y N

Contact Name
Email address
EDI Email address
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Exhibit 10.12
AFFILIATED PHARMACY PROGRAM
PHARMACEUTICAL SUPPLY PROGRAM
This Pharmaceutical Program Supply Agreement (this “Agreement”) is effective as of March
29, 2019 between Thrifty Drug Stores, Inc., a Minnesota corporation (the “Company”), and Tabula
Rasa HealthCare, Inc., an affiliated pharmacy (“Retailer”).
RECITALS:
A.
The Company and Retailer are parties to an Affiliated Pharmacy Agreement (the
“AP Agreement”) dated March 29, 2019.
B.
Pursuant to the AP Agreement, Retailer is given the opportunity to participate in
various programs provided or arranged by the Company, including this Pharmaceutical Supply
Program.
C.
Pursuant to the terms and conditions of this Agreement, the Company agrees to
provide Retailer certain pharmaceutical and other products provided Retailer commits to purchase
certain of its pharmaceutical requirements from the Company through the End Date (as defined below).
D.
The Company has contracted with a prime wholesaler (“Prime Supplier”) to
provide pharmaceuticals/prescription product needs/over the counter products as well as certain third
party fulfillment and logistics services. Retailer will place orders directly with Prime Supplier which
will fill orders as contractually required. Payment by Retailer will be due directly from Retailer to the
Company.
AGREEMENT:
1.

Purchase Requirement.
In consideration for the pricing and other incentives under this
Agreement, Retailer agrees to purchase from the Company throughout the term of this
Agreement not less than ninety-eight percent (98%) of Retailer’s total prescription product
requirements from the Company, including through the Prime Supplier, authorized non-primary
suppliers and the Warehouse Supply Feature described in Section 12 below.

2.

Term. This Agreement shall commence on the above stated effective date of this Agreement
and shall continue in effect for the term of the contract with the Prime Supplier (anticipated to
expire on approximately September 30, 2020) (the “End Date”), unless terminated earlier
pursuant to terms set forth in the AP Agreement. Notwithstanding anything to the contrary,
Retailer may not terminate this Agreement prior to its End Date. If, as of the expiration date of
this Agreement, the AP Agreement has been renewed or a new AP agreement has been
executed between Retailer and the Company and the agreement between the Company and
Prime Supplier and/or another primary wholesaler
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has been renewed, this Agreement shall renew for the same time period as such wholesaler
agreement.
3.

4.

Supply Requirement. The Company has or will contract with a Prime Supplier for purposes of
fulfilling Retailer’s orders under this Agreement. Notwithstanding any other provision in this
Agreement, neither the Company nor Prime Supplier provides any assurances that goods
ordered will be in stock and each reserves their absolute right to determine what goods are
carried.
Pricing.
4.1

Branded Pharmaceuticals.
Except as otherwise set forth in this Agreement,
Retailer will pay a purchase price for all branded pharmaceutical products purchased
under this Agreement in an amount equal to Prime Supplier’s Cost for such branded
pharmaceuticals minus a certain discount percentage, plus all applicable taxes or other
governmental assessments payable on such purchases as shown in Exhibit 1. The term
“Prime Supplier’s Cost” means the manufacturer’s invoice price of the branded
pharmaceuticals at the date of Prime Supplier’s invoice to the Company without
reduction for cash discounts. Retailer’s initial discount percentage is [*]%. Prices going
forward may be adjusted by the Company, in its sole discretion, based on changes in the
pricing that the Company receives from Prime Supplier. The pricing described in this
Section 4.1 does not apply to branded products that are core specialty products priced
on Exhibit 1, Table 1 and listed in Exhibit 3.

4.2

Long Term Care Pharmacies. Long Term Care Pharmacy (often referred to as
Closed Door) will pay a purchase price for all branded pharmaceuticals products
purchased under this Agreement in an amount equal to Member GPO Contract Products
for such brand pharmaceuticals minus a [*]% discount, as shown in Exhibits 1, plus all
applicable taxes or other governmental assessments payable on such purchases.

4.3

Generic Pharmaceuticals. Retailer will pay a purchase price for all
generic pharmaceuticals purchased under this Agreement at the price applicable under
Prime Supplier’s SynerGx generic pharmaceuticals program. The availability and terms
of Prime Supplier’s generic pharmaceuticals program to Retailer may change from time
to time based on certain volume thresholds. Subject to certain generic purchasing
volumes being met by the Company (including the volume of its participating affiliated
retailers), the Company shall pay Retailer a rebate equal to [*] percent ([*]%) of the
price for Primary SynerGx generic pharmaceuticals purchased and paid for by Retailer
under such program. If the volume thresholds are not met, no rebate shall apply. In
addition, no rebate shall be payable if this Agreement has been terminated by the
Company prior the end of the rebate period or if the Prime Supplier Agreement has
been terminated prior to the end of the rebate period. The rebate, as applicable, shall be
paid thirty (30) days after the end of each calendar month. The Company may apply the
rebate to any amounts owed
2
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by Retailer to the Company. Prime Supplier has agreed that it will provide price
protection for any generic product Prime Supplier substitutes with a higher priced
generic pharmaceutical product (excluding manual overrides by the Company or by
Retailer) as a result of Prime Supplier’s fault in availability.
4.4

Specially Priced Merchandise. Notwithstanding the foregoing, the purchase price
for certain items (“Specially Priced Merchandise”), including, but not limited to, the
following items, will be separately established from time to time and no rebate applies to
such items unless separately and explicitly provided: (go to Prime Supplier agreement)
[*]

4.5

Core Specialty and Specialty Priced Pharmaceuticals. Notwithstanding anything to the
contrary, the purchase price for certain high cost and specialty pharmaceuticals
(“Specialty Pharmaceuticals”) as shown in Exhibit 1.
4.5.1 The Parties agree that Company shall provide to Prime Supplier a Companyspecific Asembia contract formulary, containing applicable Asembia Brand
Prescription Contract Products, for Prime Supplier to load in the primary GPO
position. Company shall be responsible for ensuring the accuracy of such
contract formulary. Within thirty (30) days following the end of each quarter, the
Parties will review the Asembia Brand Prescription Contract Products ordered
and purchased by Company during the immediately preceding month.
Notwithstanding anything in this Agreement to the contrary, if the Parties
determine that the Asembia contract formulary contained merchandise other than
an Asembia Brand Prescription Contract Product and such non-Asembia Brand
Prescription Contract Product was purchased, then (i) the purchase price for
such item is or should have been the Contract Product pricing set forth in
Exhibit 1 and (ii) Company shall be assessed an upcharge by Prime Supplier
within thirty (30) days after the end of such quarter in an amount equal to the
difference between the Contract Product price and the applicable Invoice Price
for all such identified non -Asembia Brand Prescription Contract Products.

5.

Ordering. Prime Supplier has been retained by the Company for purposes of fulfillment
(including order processing) and logistics under this Agreement.
5.1

In General. Retailer’s orders must be electronically transmitted (excluding
emergency orders) via Prime Supplier standard order system or such other electronic
order entry system as may be approved by Prime Supplier from time to time. Retailer
must supply, at its own expense, all hardware required to access Prime Supplier’s order
system, all required Internet access and any required interfaces or other network
enhancements. Retailer agrees not to, use Prime Supplier’s system or any other
electronic order entry system provided by Prime
3
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Supplier under this Agreement for any purpose unrelated to this Agreement. In the
event that the electronic order entry is temporarily interrupted for reasons beyond the
control of Retailer or Prime Supplier, Retailer may place orders manually and both
parties will use reasonable efforts to rectify the problem.
5.2

6.

Schedule II Drugs. Orders for Schedule II controlled substances shall be submitted
to Prime Supplier either electronically using the Controlled Substance Ordering System
(“CSOS”) or by mail using DEA Form 222, which should be mailed to the applicable
Prime Supplier distribution center.

Delivery. Prime Supplier has contracted with the Company for purposes of fulfillment and
logistics (including delivery) under this Agreement.
6.1

In General. Prime Supplier has agreed to deliver all goods F.O.B. destination
in accordance with Prime Supplier’s general delivery schedules as may be established
from time to time by the applicable Prime Supplier servicing division (exclusive of
holidays). Prime Supplier shall use good faith efforts to provide one (1) delivery per day
which includes goods ordered the prior day before 7:00 p.m., five (5) days per week
(Monday through Friday, exclusive of holidays) for pharmaceuticals.

6.2

OTC Products. OTC Products will be delivered to Retailer and to Retailer
LTC pharmacies five (5) times per week, on mutually agreed upon times. Upon thirty
(30) days advance written notice to Prime Supplier , Retailers that currently receive one
(1) delivery per week, shall have the option to change the delivery of OTC Products
from one (1) time per week to five (5) times per week. All delivery times are
approximate and subject to periodic review and mutual adjustment. An additional
charge will be assessed by the Company for additional scheduled deliveries and
emergency deliveries on weekends or holidays.

6.3

Deliveries from Alternative Distribution Centers. Retailer (provided Retailer is
not located in Hawaii or Alaska) may order merchandise stocked in a Prime Supplier
distribution center, other than the distribution center identified by Prime Supplier as
Retailer’s primary distribution center, that is not available at such primary distribution
center at the time of the order (whether as a result of being temporarily out of stock or
otherwise), subject to the shipping and handling fees set forth in the alternate
distribution center delivery charges set forth below.
6.3.1 “RED” means Remote Emergency Delivery of Rx Merchandise from a nonprimary Prime Supplier distribution center to a Retailer. Prime Supplier will
provide each Retailer [*] per quarter, at no additional cost. Any additional REDs
will be subject to alternate distribution center delivery charges as forth below.
6.3.2 If the alternative distribution center delivery includes both pharmaceutical and
non-pharmaceutical merchandise, then the applicable non4
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pharmaceutical alternative distribution center delivery fee will apply. If the
prescription drug is not available within the Prime Supplier network, it will be
drop-shipped from the vendor if stock is available, at Retailer’s expense.
Each Alternate Distribution Shipping and Handling Fee
Center Delivery Via:
(Pharmaceuticals):

Shipping and Handling Fee
(Non-Pharmaceuticals):

Ground

$[*]

$[*]

Two Day

$[*]

$[*]

Overnight, Standard

$[*]

$[*]

Overnight, Priority

$[*]

$[*]

Same Day

[*]

[*]

*Certain hazardous items must be shipped via ground courier, and controlled substances must be filled
by the primary distribution center with the appropriate DEA forms/requirements.

6.4

The above shipping and handling charges will not apply to deliveries of
merchandise that Prime Supplier does not stock on a consistent basis in Retailer’s
primary distribution center (unless Prime Supplier does not stock such merchandise
because such merchandise does not meet a level of purchasing activity acceptable to
Prime Supplier).

7.

Returned Goods/Shortages/Damages Policy. Prime Supplier has been retained by the Company
for purposes of fulfillment (including return processing) and logistics under this Agreement.
Prime Supplier’s Returned Goods Policy (which is subject to change by Prime Supplier) shall
apply to all merchandise purchased under this Agreement. The Company shall provide a copy
of such policy to Retailer. Retailer also agrees to fully participate in Prime Supplier’s Buy-Back
Program or Administration Program for processing of Retailer’s eligible unsaleable
pharmaceutical products, unless Retailer’s return processor is a company other than Inmar. The
Company will provide Retailer with the details of such programs.

8.

Change in Third Party Logistics Provider. The Company reserves the right to terminate this
Agreement if the Company’s relationship with Prime Supplier is terminated for any reason or if
the Company’s performance of this Agreement becomes illegal or economically impractical
based on legal requirements.

9.

Generic Program Volume Based Rebate . The rebate payable on generic pharmaceutical
purchases may constitute a “discount or other reduction in price,” as such terms are defined
under the Medicare/Medicaid Anti-Kickback Statute. The Company and Retailer agree to
comply with any and all requirements imposed on sellers and buyers, respectively, under 42
U.S.C. §1320a-7b(b)(3)(A) and the “safe harbor” regulations regarding discounts or other
reductions in price set forth in 42 C.F.R. §1001.952(h). In this regard, Retailer may have an
obligation to accurately report, under any state or federal program which provides
5
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cost or charge based reimbursement for the products or services covered by this Agreement, or
as otherwise requested or required by any governmental agency, the net cost actually paid by
Retailer.
10.

Other Goods. Certain OTC/HBA goods, as well as other goods and services may also be made
available by the Company to Retailer and delivered once per week under this Agreement.
Prices for such goods and services will be established from time to time by the Company;
however, OTC/HBA purchases sourced through Prime Supplier will generally be priced at [*]
plus [*]%.

11.

Services and Supplies. Upon request, Prime Supplier has agreed to provide Retailer with a
handheld ordering device at no charge. Prime Supplier has also agreed to provide, at no charge,
shelf labels and price stickers to Retailer for goods the Company acquires from Prime Supplier
for resale to Retailer.

12.

Warehouse Supply Feature. Retailer shall also have the right to purchase generic prescription
pharmaceuticals and other pharmaceutical-related products and supplies offered for sale from
time to time on the IRP.thriftywhite.com website (the “Website”) at the prices and on the terms
set forth on the Website from time to time (“Warehouse Supply Feature”). The Warehouse
Supply Feature is separate from the sales that are supplied through Company’s fulfillment
arrangement with Prime Supplier. The terms and conditions of the AP Agreement (including
payment terms) apply to purchases under the Warehouse Sales Feature. Retailer agrees to all of
the terms and conditions stated on Website from time to time. Retailer acknowledges that it is
Retailer’s responsibility to make itself aware of changes to such terms and conditions, which
shall be binding with respect to transactions initiated on the Website when posted.

13.

Own Use. Retailer represents and warrants that all purchases of pharmaceuticals by Retailer
under this Agreement, whether through Prime Supplier or through the Warehouse Supply
Feature, will be for Retailer’s “own use” (as that term is defined in judicial or legislative
interpretation) within licensed pharmacies owned by Retailer that are identified in the AP
Agreement and not for resale to anyone other than the final consumer in the form of completed
prescriptions, except for de minimis sales to other providers that directly sell the products to
consumers as permitted by applicable state or federal law. In no event, however, shall Retailer
sell any products purchased under this Agreement to any entity that resells such products to a
non-consumer. Notwithstanding anything to the contrary, this Agreement may be immediately
terminated in the event that the Company reasonably determines that Retailer is in breach of this
section. Should Retailer in anyway dispense, provide, transfer or sell any pharmaceuticals
purchase by Retailer under this Agreement in contravention of this Section, Retailer agrees that
it shall be liable for (and shall indemnify and hold the Company harmless from) any and all
damages and penalties incurred by Company.

14.

Licensure. Retailer represents and warrants to the Company that Retailer has complied with,
currently complies with, and will continue at all times during the term of this
6

[*] = CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT, MARKED BY BRACKETS,
HAS BEEN OMITTED BECAUSE THE INFORMATION (I) IS NOT MATERIAL AND (II) WOULD BE
COMPETITIVELY HARMFUL IF PUBLICLY DISCLOSED.

Agreement to comply with, all applicable licensure requirements and all federal, state and local
governmental laws. Prior to purchasing pharmaceutical goods from the Company, and at all
times during the term of this Agreement, Retailer will provide the Company with copies of all
such licenses and any renewals, revocations, changes or notices related thereto.
15.

Security Interest. The Company retains the right to: (a) adjust Retailer’s payment terms; (b)
place Retailer on C.O.D. status, and/or (c) refuse orders from Retailer if the Company has not
received payment when due for products or services supplied by (or through) the Company to
Retailer or based upon reasonable credit considerations. The Company retains, and Retailer
hereby grants, the Company, a security interest in all products (including, without limitation,
pharmaceutical drug products, OTC products, HBA products, greeting cards), purchased or
hereafter acquired by Retailer from the Company to secure any and all payment obligations
now or hereafter owed by of Retailer to the Company. Retailer authorizes the Company to file
and maintain UCC financing statements evidencing such security interest.

16.

Compliance with Laws.
16.1

Company and Retailer shall fully comply with all applicable laws relating to
their obligations under this Agreement or otherwise applicable to the purchase,
handling, sale, distribution or dispensing of and the reimbursement for the merchandise
and represent and warrant that (i) prescription products are being purchased for
dispensing or administration to patients pursuant to a legitimate prescription, and (ii) any
subsequent resale by Retailer will be in compliance with all applicable laws and to a
licensed healthcare provider for its dispensing or administration to patients pursuant to a
legitimate prescription. Except for liability due to Company’s negligence or intentional
misconduct, the Company and Retailer shall defend, indemnify and hold Prime Supplier
harmless from any and all liability arising out of or due to nonadherence with such legal
or regulatory requirements or representation and warranty.

16.2

Company and Retailer agree that each will comply with applicable United
States reporting laws applicable to pharmaceuticals including, without limitation,
provisions of the Social Security Act, as amended, Sections 1128A and 1128B, 42
U.S.C. section 1320a-7, 7(a) and 7(b), including penalties involving Medicare or state
health care programs, and §1320a-7b together with the regulations promulgated
thereunder (including without limitation 42 C.F.R. §1001.952(h)) and comparable state
laws or regulations, pertaining to illegal remuneration (including any kickback, bribe, or
rebate) by, among other things, properly disclosing (including, without limitation,
disclosing, to the extent required by law, any remuneration received under this
Agreement that may be necessary for a Party to comply with any cost reporting
obligations that such entities may have under applicable federal, state and local law) and
appropriately reflecting all discounts, rebates and/or other remuneration described herein
in the costs claimed or the
7

[*] = CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT, MARKED BY BRACKETS,
HAS BEEN OMITTED BECAUSE THE INFORMATION (I) IS NOT MATERIAL AND (II) WOULD BE
COMPETITIVELY HARMFUL IF PUBLICLY DISCLOSED.

charges made under federal health care programs (including, without limitation, the
Medicaid and Medicare programs) and applicable state or private programs.
16.3

17.

18.

Controlled Substances and Other Regulations. In the event that performance of
the terms of this Agreement would cause Prime Supplier to be noncompliant with or in
jeopardy of being noncompliant with any federal, state or local law, rule, regulation or
ordinance or any governmental requirement, guideline or pronouncement involving
either controlled substances or any other regulated products or activities, including but
not limited to the DEA’s regulatory requirements for verifying its customers and
reporting suspicious or excessive orders, Prime Supplier may, within its sole and
absolute discretion, do any of the following: (a) limit or deny any order for controlled
substances or other regulated products as warranted by any established diversion
monitoring program of Prime Supplier, and (b) immediately terminate this Agreement,
in whole or in part, without liability if: (i) continued performance of any part of this
Agreement would violate any federal, state or local law, rule or regulation, or put Prime
Supplier in jeopardy of violating any federal, state or local law, rule or regulation
regarding either controlled substances or any other regulated products or activities; or
(ii) Prime Supplier receives a complaint, notice, warning letter or other communication
from a governmental agency alleging noncompliance with any laws, rules or regulations
in relation to Prime Supplier’s distribution of the Merchandise (including without
limitation controlled substances) under this Agreement or to Customers’ or the
Warehouse’s actions or omissions with respect to either controlled substances or any
other regulated products or activities.

Drug Supply Chain Security Act. Effective July 1, 2015, Section 582 (d) (1)(A) of the Drug
Supply Chain Security Act (“DSCSA”) requires pharmacies (“Dispensers”) to capture and
transmit the transaction history, transaction information and transaction statement (collectively
“Transaction Data”) for pharmaceutical products received from an authorized wholesaler(s).
Subject to the termination provisions below, and subject to Retailer’s signature of agreement to
the terms and conditions of the Drug Supply Chain Security Act Agreement to Maintain
Transaction Data attached as Exhibit “4” of this Agreement (“Data Maintenance Agreement”),
Company agrees to confidentially maintain for six (6) years, beginning on the date of a
transaction, the Transaction Data required to be maintained by Retailer under subsection 582(d)
of the DSCSA at no additional charge to Retailer . Retailer may access the Transaction Data at
Company’s proprietary website http://irp.thriftywhite.com. Only Transaction Data for products
sold to Retailer by Company will be maintained. Retailer agrees that it is responsible to
maintain for six (6) years the transactional data required by the DSCSA for product it receives
direct from the manufacturer (e.g., by drop shipment) or from any sources other than Company.
External Event.
18.1

External Event; Request. For purposes of this Section, “External Event” shall mean
an event or series of events external to and beyond the control of the Company that
8
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has or is likely to have a significant adverse impact on the Company’s business or
operations. By way of illustration and not of limitation, an External Event may include a
material market fluctuation, governmental law, the actual or proposed enactment or
promulgation of a regulation or administrative action, or a fundamental change in
manufacturers’ pricing or distribution policies. In response to an External Event, the
Company may, at its option, request in writing (a “Request”) that the pricing and/or
other terms of this Agreement be renegotiated so as to equitably reflect the effect of the
External Event. The Request shall identify the External Event and set forth the general
nature and scope of the adjustment requested. As soon as practicable after Retailer’s
receipt of such request, the parties shall meet and begin good faith negotiations. If, at the
end of sixty (60) days following Retailer’s receipt of a Request, the parties have been
unable to agree on satisfactory pricing or other terms, the Company shall have the right
to terminate this Agreement upon five (5) days’ prior written notice.
18.2

Mediation. In the event that Retailer considers the reason(s) for termination to
be inadequate under this provision or refuses to renegotiate this Agreement, or the
Parties are unable to reach an amicable renegotiation of the Agreement, each party
agrees that prior to filing any lawsuit or other legal action against the other party
regarding such issue or dispute arising out of or otherwise relating to this External Event
provision, the parties shall participate in an expedited, non-binding mediation conducted
in accordance with the Commercial Mediation Rules of the American Arbitration
Association (“AAA”). A party shall initiate such mediation by submitting a Request for
Mediation (“Mediation Request”) to the AAA and the other party by hand delivery
and/or facsimile. Within 10 days thereafter, the parties shall agree upon a single
mediator to conduct the mediation or, if they are unable to agree, request the AAA to
make the appointment. The mediation shall be conducted in Minneapolis, Minnesota
and, absent a written waiver executed by both parties, shall be completed within thirtyfive (35) days after either party first submits a Mediation Request. All mediation fees
payable to the AAA shall be shared equally between the parties.

19.

Confidentiality. Retailer agrees to hold the terms of this Agreement in strict confidence and
hereby reaffirms its obligation to hold the terms of the AP Agreement and all Programs entered
into under the AP Agreement in strict confidence and not disclose the terms of such agreements
(including the terms, conditions and pricing applicable to the purchase of goods hereunder) to
any person or entity without the express written consent of the Company.

20.

Injunctive Relief/Indemnification. Retailer acknowledges that its breach of any obligation
applicable to Retailer under Sections 4, 13, 14, 19 and Exhibits 1 and 2 of this Agreement will
constitute immediate and irreparable damage to the Company that cannot be fully and
adequately compensated in money damages and which will warrant preliminary and other
injunctive relief, an order for specific performance or other equitable relief (without any
requirement that a bond be posted by Company). Further, Retailer understands that other action
may be taken and remedies enforced against it. Retailer agrees to indemnify and
9
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hold Company harmless from all costs (including reasonable attorneys’ fees), damages, and
liabilities Company incurs as a result of Retailer’s breach of any provision of this Agreement.
The confidentiality obligations of Retailer regarding Sections 4, 13, 14, 19 and Exhibits 1 and 2
of this Agreement shall survive the termination of this Agreement.
21.

General Provisions.
21.1

Notice. Any notice or other communication required or desired to be given to a
party under this Agreement shall be in writing and shall be deemed given when: (a)
received by the recipient, after being sent via certified mail, return receipt requested, and
addressed to that party at the address for such party set forth at the end of this
Agreement; or (b) received by the recipient after being sent via Federal Express,
Airborne, or similar overnight delivery service for delivery to that party at that address.
A party may change its address for notices under this Agreement by giving the other
parties notice of such change in accordance with the terms of this Agreement.

21.2

Relationship. The parties intend the relationship created by this Agreement to be that of
buyer and seller (not distributor or/dealer or franchise/franchisee). Each is an
independent contractor, and neither is the agent of the other. This Agreement does not
authorize Retailer to use, and Retailer agrees not to use, any trademarks, trade names,
logos, etc. owned by the Company and used by its Company-owned stores, except as is
expressly permitted by a separate license agreement between the parties. Retailer
acknowledges that the Company may receive discounts, rebates or other consideration
in connection with the Company arranging the Programs and that the Company is
entitled to retain the same with no obligation of disclosure or accounting to Retailer. The
Company is not a fiduciary for Retailer in any respect.

21.3

Warranty Disclaimer. The Company disclaims, and Retailer waives, any claims
and damages arising from the failures, errors or delays of the Company’s third-party
agents in connection with the provision of goods and services provided on the
Company’s behalf under this Agreement or any of the Programs. The Company hereby
assigns to Retailer its rights against the Company’s third-party agents relating to their
failures or errors in connection with the provision of with filling and delivering goods
ordered as well as in connection with the provision of goods and services performed by
them on the Company’s behalf. Retailer acknowledges that failures of timely deliveries
and performance by the Company or third-party vendors may occur and do not give rise
to a damage claim by Retailer. THE COMPANY MAKES NO EXPRESS OR
IMPLIED REPRESENTATION OR WARRANTY, WITH RESPECT TO THE
GOODS SOLD AND SERVICES PROVIDED UNDER THIS AGREEMENT,
INCLUDING, BUT NOT LIMITED TO, IMPLIED CONDITIONS OF FITNESS
FOR
A
PARTICULAR
PURPOSE,
NONINFRINGEMENT,
OR
MERCHANTABILITY. NO AGENT, EMPLOYEE OR REPRESENTATIVE OF
THE COMPANY HAS ANY AUTHORITY TO BIND THE COMPANY TO ANY
AFFIRMATION, REPRESENTATION OR
10
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WARRANTY EXCEPT AN AUTHORIZED OFFICER OF THE COMPANY
PURSUANT TO A SIGNED WRITTEN AGREEMENT.
21.4

LIMITATION OF LIABILITY . THE COMPANY SHALL HAVE NO
LIABILITY TO RETAILER OR ANY OTHER PERSON FOR, AND RETAILER
HEREBY EXPRESSLY WAIVES, ALL REMEDIES AND DAMAGES
RELATING TO INDIRECT, INCIDENTAL, CONSEQUENTIAL, OR SPECIAL
DAMAGES OF ANY DESCRIPTION. THE PARTIES EXPRESSLY AGREE
THAT SUCH LIMITATION IS AN AGREED UPON ALLOCATION OF RISK.
UNDER NO CIRCUMSTANCES SHALL THE COMPANY’S LIABILITY FOR
ANY CAUSE EXCEED [*].

21.5

Force Majeure. Each party’s obligations under this Agreement will be excused if and to
the extent that any delay or failure to perform such obligations is due to causes beyond
its reasonable control, including, without limitation, acts of war or terrorism, fire or other
casualty, product or material shortages, strikes or labor disputes, transportation delays,
manufacturer out-of-stock or delivery disruptions, acts of God, or any law or regulation
issued by any government or governmental or quasi-governmental agency or any
judgment or judicial, executive or administrative order or decree, whether or not
ultimately held to be valid. The party experiencing such a force majeure event shall
promptly notify the other party of such event and use its reasonable commercial efforts
to promptly cure the same.

21.6

Assignment. Retailer shall not assign this Agreement in whole or in part without
the prior written consent of the Company, and any attempted assignment shall be null
and void. Subject to the Company’s prior written consent, Retailer shall assign its
obligations under this Agreement, including any Programs subscribed to by Retailer, to
any purchaser or successor to the Store. All of the provisions of this Agreement shall be
binding upon and inure to the benefit of the respective legal representatives, heirs,
successors and assigns of the parties hereto.

21.7

Choice of Law. This Agreement, and the respective rights of the parties under
this Agreement, shall be governed and construed by the laws of the State of Minnesota,
without application of any choice of law considerations. Any claim, cause of action, suit
or demand allegedly arising out of or related to this Agreement, or the relationship of the
parties, shall be brought exclusively in the state or federal courts located in Minneapolis,
Minnesota, and the parties irrevocably consent to the jurisdiction and venue of such
courts. Each party hereto agrees that valid service of process may be effected on it by
certified mail at the addresses stated on the signature page of this Agreement.

21.8

Survival. The rights and obligations of the parties intended to be observed
and performed by the parties after the consummation of this Agreement shall survive the
same and continue thereafter in full force and effect.
11
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21.9

Counterparts. This Agreement may be executed in any number of counterparts, each of
which shall be deemed an original, but all of which shall constitute one and the same
instrument. Copies of this Agreement with signatures transmitted electronically (e.g., by
facsimile or pdf) shall be deemed to be original signed versions of this Agreement.

21.10 Construction. Wherever possible, each provision of this Agreement shall be interpreted
in such manner as to be effective and valid under applicable law, but if any provision of
this Agreement shall be prohibited by or invalid under applicable law, such provision
shall be ineffective only to the extent of such prohibition or invalidity without
invalidating the remainder of such provision or the remaining provisions of this
Agreement.
21.11 Entire Agreement; Modification and Waiver . This Agreement, together with any
exhibits and the related written agreement(s) in the Affiliated Pharmacy Program,
represent the only agreements among the parties concerning the AP Program and
pharmaceutical supplies and supersede all prior agreements, whether written or oral,
relating thereto. No purported amendment, modification or waiver of any provision
hereof shall be binding unless set forth in a written document signed by all parties (in
the case of amendments or modifications) or by the party to be charged thereby (in the
case of waivers). Any waiver shall be limited to the provision hereof and the
circumstance or event specifically made subject thereto and shall not be deemed a
waiver of any other term hereof or of the same circumstance or event upon any
recurrence thereof. This Agreement shall not be construed against either party since
each party has had the opportunity to negotiate its provisions and contribute to its
drafting.
Each of the parties has caused this Pharmaceutical Program Supply Agreement to be executed in the
manner appropriate to each intending to be legally bound.
RETAILER

THRIFTY DRUG STORES, INC.

By: /s/ Calvin H. Knowlton, PhD

By: /s/ Scot D. Rewerts

Title: Chairman & CEO

Title: Director Affiliated Pharmacy Program

Date:3/29/2019

Date:4/1/2019

Address: 228 Strawbridge Drive
Moorestown, NJ 08057

Address: 6055 Nathan Lane North, #200
Plymouth, MN 55442
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EXHIBIT 1
COST OF GOODS PRICING
Merchandise included within the categories listed in the chart below will be priced and invoiced at the
applicable invoice price as set forth below and will be subject to the corresponding Cost of Goods
markup:
Table 1
Merchandise Category

Invoice Price

Cost of Goods Markup

[*]
[*]
[*]
[*]
[*]
[*]
[*]
[*]
[*]
[*]

[*]
[*]
[*]
[*]
[*]
[*]
[*]
[*]
[*]
[*]

[*]
[*]
[*]
[*]
[*]
[*]
[*]
[*]
[*]
[*]

† Prime Supplier shall only recognize and extend [*] pricing to [*] for a single [*].
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EXHIBIT 2
Table 2

Cost of Goods Markup Matrix
For [*], (excluding [*])

Annual [*] Volume*
[*]

Invoice COGs
(non-cumulative)
[*]

Monthly
Statement
Discount
[*]%

Cost Minus
Net COGS
[*]%

[*]

[*]

[*]%

[*]%

[*]

[*]

[*]%

[*]%

[*]

[*]

[*]%

[*]%

[*]

[*]

[*]%

[*]%

*[*] Volume” means [*] purchased by Retailer from Prime Supplier during the prior Contract Year. Notwithstanding the
foregoing, the Parties agree for the first Contract Year to provide an applicable Cost of Goods Markup of Cost minus [*]%.
Within thirty (30) days following the end of the first Contract Year, the Parties will review the actual SynerGx Volume for
such year. If the actual [*] Volume exceeds $[*], then Prime Supplier shall provide Company with a true-up adjustment at
the applicable Cost of Goods Markup and Company will adjust Retailer’s rebates accordingly. If the actual [*] Volume is
less than $[*], then Company will provide Prime Supplier with a true-up adjustment at the applicable Cost of Goods
Markup and Company’s rebates to Retailer will be adjusted accordingly. Such true-up adjustment will be paid by the
relevant Party within sixty (60) days after the end of the first Contract Year.
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Table 3

Cost of Goods Markup Matrix for [*]

[*] Volume
[*]

Invoice COGS
[*]

Monthly Statement
Discount
[*]%

Cost Minus Net COGS
[*]

[*]

[*]

[*]%

[*]

[*]

[*]

[*]%

[*]

[*]

[*]

[*]%

[*]

[*]

[*]

[*]%

[*]

Table 4
Cost of Goods Markup Matrix for [*]
[*] Volume*

Applicable Cost Mark-up
(non-cumulative)

[*]

[*]%

[*]

[*]%

[*]

[*]%

[*]

[*]%

[*]

[*]%

*[*] Volume” means [*] purchased by Retailer from Prime Supplier during the prior Contract Year. Notwithstanding the
foregoing, the Parties agree for the first Contract Year to provide an applicable Cost of Goods Markup of Cost minus [*]%.
Within thirty (30) days following the end of the first Contract Year, the Parties will review the actual SynerGx Volume for
such year. If the actual [*] Volume exceeds $[*], then Prime Supplier shall provide Company with a true-up adjustment at
the applicable Cost of Goods Markup and Company will adjust Retailer’s rebates accordingly. If the actual [*] Volume is
less than $[*], then Company will provide Prime Supplier with a true-up adjustment at the applicable Cost of Goods
Markup and Company’s rebates to Retailer will be adjusted accordingly. Such true-up adjustment will be paid by the
relevant Party within sixty (60) days after the end of the first Contract Year.
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EXHIBIT 3
LIST OF CORE SPECIALTY PRODUCTS
[*]
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EXHIBIT 4
DRUG SUPPLY CHAIN SECURITY ACT
AGREEMENT TO MAINTAIN TRANSACTION DATA
This agreement to maintain transaction data constitutes the written agreement described in Section
582(d)(1)(B) of the Drug Supply Chain Security Act (“DSCSA”), between Thrifty Drug Stores, Inc.,
dba Thrifty White Pharmacy (“Thrifty White”) and its Affiliate Program member, Tabula Rasa
HealthCare, Inc. (“Dispenser”). This agreement is effective as of the July 1, 2015, or, if signed after
July 1, 2015, the date this agreement was signed (the “Effective Date”). Dispenser is responsible for
maintaining a copy of this agreement and entering into this agreement does not relieve Dispenser of its
obligations under Section 582(d) (1) of the DSCSA.
1.

Effective July 1, 2015, Section 582 (d) (1)(A) of the DSCSA requires in part, pharmacies
(“Dispensers”) to capture and transmit the transaction history, transaction information and
transaction statement (collectively “Transaction Data”) for pharmaceutical products received
from the Dispenser’s authorized wholesaler(s).

2.

Subject to the termination provisions below, Thrifty White agrees to confidentially maintain for
six (6) years, beginning on the date of a transaction, the Transaction Data required to be
maintained by Dispenser under subsection 582(d) of the DSCSA at no additional charge to
Dispenser. Dispenser may access the Transaction Data data at Thrifty White’s proprietary
website http://irp.thriftywhite.com. Only Transaction Data for products sold to Dispenser by
Thrifty White will be maintained under this agreement. Dispenser agrees that it is responsible
for maintaining for six (6) years the transactional data required by DSCSA for product it
receives direct from the manufacturer (e.g., by drop shipment) or from any sources other than
Thrifty White.

3.

This agreement will automatically terminate upon termination or expiration of the distribution
relationship that Dispenser has with Thrifty White. In addition, either party may terminate this
agreement at any time upon thirty (30) day written notice of termination to the other party. After
termination, Thrifty White will provide Dispenser’s Transaction Data maintained by Thrifty
White to Dispenser in a mutually agreeable electronic format. Thereafter, Dispenser is
responsible under the DSCSA and under this agreement to retain and maintain the Transaction
Data for the 6 year period.

4.

The transactional data maintained by Thrifty White may be exported by Dispenser at any time
up to thirty (30) days following termination of this agreement. Thrifty White will provide the
maintained transactional data to Dispenser in an export file upon request at termination of this
agreement.

5.

NEITHER THRIFTY WHITE NOR ANY OF ITS SUBSIDIARIES, DIRECTORS,
OFFICERS, EMPLOYEES, AGENTS, OR REPRESENTATIVES WILL BE LIABLE
FOR UNAUTHORIZED ACCESS TO THE MAINTAINED TRANSACTION DATA,
UNLESS AND ONLY TO THE EXTENT THAT THIS DISCLAIMER IS PROHIBITED
BY APPLICABLE LAW. THRIFTY WHITE DOES NOT WARRANT THAT THE
17
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SERVICES WILL BE UNINTERRUPTED, ERROR-FREE OR THAT ALL DEFECTS WILL BE
CORRECTED. EXCEPT AS EXPRESSLY REQUIRED BY LAW. NEITHER THRIFTY
WHITE NOR ITS SUBSIDIARIES, DIRECTORS, OFFICERS, EMPLOYEES, AGENTS OR
REPRESENTATIVES WILL BE LIABLE FOR ANY PUNITIVE, INDIRECT,
CONSEQUENTIAL OR SPECIAL DAMAGES, OR FOR ANY LOST DATA, LOST
BUSINESS OR DAMAGE TO GOODWILL, EVEN IF ADVISED OF THE POSSIBILITY OF
SAME, AND REGARDLESS OF WHETHER THE CLAIMS ARE BASED IN CONTRACT,
TORT, STRICT LIABILITY, INFRINGEMENT, OR ANY OTHER LEGAL OR EQUITABLE
THEORY.
6.

This agreement shall be governed, construed and enforced in accordance with the laws of the
State of Minnesota, without regard to its conflict of laws rules. Thrifty White and Dispenser are
separate legal entities and independent parties. This agreement does not create an agency, joint
venture, or partnership between Thrifty White and Dispenser, and does not constitute legal
advice from Thrifty White to Dispenser with respect to Dispenser’s obligations under the
DSCSA. Thrifty White recommends that Dispenser contact its attorney for advice regarding its
obligations under the DSCSA.

Please indicate Dispenser’s agreement and understanding of this agreement to maintain DSCSA
Transaction Data by signing on behalf of Dispenser in the space provided below. By signing on behalf
of Dispenser, you represent and warrant that (i) you are duly authorized to and have full legal authority
to bind Dispenser to this agreement and (ii) you agree, on behalf of Dispenser, to this agreement.
(DISPENSER)

THRIFTY DRUG STORES, INC.

By:

By:

Title:

Title:

Date:

Date:
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Exhibit 10.2
LOAN AND SECURITY MODIFICATION AGREEMENT
This Loan and Security Modification Agreement (this “Amendment”), is entered into as of March 5, 2019, by
and among (i) CAREKINESIS, INC., a Delaware corporation (“CareKinesis”), TABULA RASA HEALTHCARE, INC., a
Delaware corporation (“Parent”), CAREVENTIONS, INC., a Delaware corporation (“Careventions”), CAPSTONE
PERFORMANCE SYSTEMS, LLC, a Delaware limited liability company (“Capstone”), J. A. ROBERTSON, INC., a
California corporation (“Robertson”), MEDLIANCE LLC, an Arizona limited liability company (“Medliance”), CK
SOLUTIONS, LLC, a Delaware limited liability company (“CK Solutions”), TRSHC HOLDINGS, LLC, a Delaware
limited liability company (“TRSHC”), SINFONIARX, INC., an Arizona corporation (“SinfoniaRX”), TRHC MEC
HOLDINGS, LLC, a Delaware limited liability company (“TRHC”), MEDITURE LLC, a Minnesota limited liability
company (“Mediture”), ECLUSIVE L.L.C., a Minnesota limited liability company (“eClusive”), COGNIFY, LLC, a
Delaware limited liability company (“Cognify”), and TRHC DM HOLDINGS, LLC, a Delaware limited liability
company (“TRHC DM”; Parent, CareKinesis, Careventions, Capstone, Robertson, Medliance, CK Solutions, TRSHC,
SinfoniaRX, TRHC, Mediture, eClusive, Cognify, and TRHC DM are each referred to herein as a “Borrower”, and
collectively, as the “Borrowers”), (ii) the several banks and other financial institutions or entities party hereto (each a
“Lender” and, collectively, the “Lenders”), and (iii) WESTERN ALLIANCE BANK, an Arizona corporation (“Bank”), as
a Lender and as administrative agent and collateral agent for the Lenders (in such capacities, the “Administrative
Agent”).
1.
DESCRIPTION OF EXISTING INDEBTEDNESS: Among other indebtedness which may be owing by the
Borrowers to Bank, the Borrowers are indebted to Bank pursuant to, among other documents, an Amended and Restated
Loan and Security Agreement, dated September 6, 2017 by and among the Borrowers, the Lenders and the
Administrative Agent, as may be amended from time to time (the “Loan and Security Agreement”). Capitalized terms
used without definition herein shall have the meanings assigned to them in the Loan and Security Agreement.
The Loan and Security Agreement and any and all other documents executed by the Borrowers in favor of the Lenders
and/or the Administrative Agent shall be hereinafter referred to as the “Existing Documents.”
2.

DESCRIPTION OF CHANGE IN TERMS.
A.

Modification(s) to Loan and Security Agreement:

1)The following defined terms in Section 1.1 of the Loan and Security Agreement are hereby amended and
restated in their entirety as follows:
“‘EBITDA’ means, for any period, the sum of (a) net income (or net loss) attributable to the Borrowers, but
excluding net income (or net loss) attributable to non-controlling interests (calculated before extraordinary items)
during such period, plus (b) the result of the following, in each case (unless otherwise indicated) to the extent included
in determining such net income (or net loss): (i) interest expense (including that portion attributable to capital leases in
accordance with GAAP and capitalized interest) during such period; plus (ii) income taxes accruing, paid or payable
during such period; plus (iii) depreciation and amortization expense; plus (iv) non-cash stock-compensation based
expenses; plus (v) change in the fair value related to Permitted Acquisition related consideration expenses; plus (vi)
without duplication, EBITDA attributable to entities and/or assets acquired pursuant to the Sinfonia Acquisition, the
Peak PACE Acquisition, the Mediture Acquisition , the Cognify Acquisition, the DoseMe Acquisition, and the Prescribe
Wellness Acquisition for such period, to the extent not already included in such calculation.”
“‘Permitted Acquisition’ means (i ) any Acquisition approved in writing by the Administrative Agent in its sole
discretion (including the Sinfonia Acquisition, the Peak PACE Acquisition, the Mediture Acquisition, the Cognify
Acquisition, the DoseMe Acquisition, and the Prescribe Wellness Acquisition), or (ii ) any Acquisitions in an aggregate
amount not to exceed $15,000,000 in any fiscal year; provided, in each case, that (a) no default or Event of Default shall
have occurred and be continuing or would result from the consummation of the proposed Acquisition, (b ) the Target is
in the same, similar or complimentary line of business as any of the Borrowers, (c) EBITDA of the Target is greater than
$0 as of the date of the most recent financial statements for the fiscal quarter ending immediately prior

to the Acquisition delivered by the Target, (d ) the proposed Acquisition is consensual, (e) no Indebtedness will be
incurred, assumed or would exist with respect to Parent and its Subsidiaries (including the Target) as a result of such
Acquisition, other than Permitted Indebtedness, and no Liens will be incurred, assumed, or would exist with respect to
the assets of Parent and its Subsidiaries (including the Target) as a result of such Acquisition other than Permitted Liens,
(f) the Borrowers will be in compliance with the financial covenants in Section 6.10 on a pro forma basis, (g) the
Administrative Agent shall have received (i ) at least 30 days prior to the consummation of the intended Acquisition, a
description of the proposed Acquisition, (ii ) at least 20 days prior to the consummation of the intended Acquisition
Agreement, pro forma consolidated projections with respect to the proposed Acquisition, historical financial
information for the Target, due diligence materials prepared for any Borrower, a quality of earnings report (if obtained)
and drafts of the acquisition agreement (together with all exhibits and schedules thereto and, to the extent required in
the acquisition agreement, all required regulatory and third party approvals) and (iii) on or prior to the date the
Acquisition is consummated, a certificate of a Responsible Officer of the Borrowers with reasonably detailed
calculations of item (f) and attaching the executed acquisition agreement, (h) the Target is not organized or domiciled
in any jurisdiction outside of the United States and (i) all actions required of the Target and the Borrowers by
Section 6.12 shall be completed substantially concurrently with the consummation of the Acquisition.”
2)
The following defined terms are hereby added to Section 1.1 of the Loan and Security Agreement in
alphabetical order therein:
“Prescribe Wellness Acquisition” means the merger of TRHC PW Acquisition, LLC, a Nevada limited liability
company and a wholly-owned subsidiary of Parent (“TRHC PW”), with and into Prescribe Wellness, LLC, a Nevada
limited liability company (“PW”), whereby PW will be the surviving entity and shall be a wholly-owned subsidiary of
Parent pursuant to the Prescribe Wellness Merger Agreement.
“Prescribe Wellness Merger Agreement” means that certain Merger Agreement, dated as of March 5, 2019, by
and among Parent, TRHC PW, PW, and Fortis Advisors LLC, a Delaware limited liability company, solely in its capacity
as the initial Holder Representative thereunder.
3)
Notwithstanding the provisions of Section 6.12 of the Loan and Security Agreement, PW shall
provide the Administrative Agent with duly executed joinder to the Loan and Security Agreement and Guaranty and
Indemnity Agreement, Security Deed Over Shares and General Security Deed and all other security documents required
by Administrative Agent in connection therewith as soon as reasonably practicable following Administrative Agent’s
written request.
3.
CONSISTENT CHANGES. The Existing Documents are each hereby amended wherever necessary to reflect
the changes described above.
4.

[Reserved].

5.
NO DEFENSES OF THE BORROWERS/GENERAL RELEASE. Each Borrower agrees that, as of this date, it
has no defenses against the obligations to pay any amounts under the Existing Documents. Each Borrower (each, a
“Releasing Party”) acknowledges that the Lenders and the Administrative Agent would not enter into this Amendment
without Releasing Party’s assurance that it has no claims against the Lenders and the Administrative Agent or any of the
Lenders’ and the Administrative Agent’s officers, directors, employees or agents. Except for the obligations arising
hereafter under this Amendment, each Releasing Party releases the Lenders and the Administrative Agent, and each of
the Lenders’ and the Administrative Agent’s officers, directors and employees from any known or unknown claims that
Releasing Party now has against any Lender and/or the Administrative Agent of any nature, including any claims that
Releasing Party, its successors, counsel, and advisors may in the future discover they would have now had if they had
known facts not now known to them, whether founded in contract, in tort or pursuant to any other theory of liability,
including but not limited to any claims arising out of or related to the Loan and Security Agreement or the transactions
contemplated thereby. Each Releasing Party waives the provisions of California Civil Code section 1542, which states:
A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE CREDITOR DOES NOT
KNOW OR SUSPECT TO EXIST IN HIS OR HER FAVOR AT THE TIME OF

EXECUTING THE RELEASE, WHICH IF KNOWN BY HIM OR HER, MUST HAVE MATERIALLY
AFFECTED HIS OR HER SETTLEMENT WITH THE DEBTOR.
The provisions, waivers and releases set forth in this section are binding upon each Releasing Party and its shareholders,
agents, employees, assigns and successors in interest. The provisions, waivers and releases of this section shall inure to
the benefit of the Lenders and the Administrative Agent and their respective agents, employees, officers, directors,
assigns and successors in interest. The provisions of this section shall survive payment in full of the Obligations, full
performance of all the terms of this Amendment and the Loan and Security Agreement, and/or any Lender’s and/or the
Administrative Agent’s actions to exercise any remedy available under the Loan and Security Agreement or otherwise.
6.
CONTINUING VALIDITY. Each Borrower understands and agrees that in modifying the Existing Documents,
the Lenders and the Administrative Agent are relying upon such Borrower’s representations, warranties, and agreements,
as set forth in the Existing Documents. Except as expressly modified pursuant to this Amendment, the terms of the
Existing Documents remain unchanged and in full force and effect. The Lenders’ and the Administrative Agent’s
agreement to modifications to the Existing Documents pursuant to this Amendment in no way shall obligate any Lender
and/or the Administrative Agent to make any future modifications to the Existing Documents. Nothing in this
Amendment shall constitute a satisfaction of the Obligations. It is the intention of the Lenders, the Administrative
Agent and the Borrowers to retain as liable parties all makers and endorsers of Existing Documents, unless the party is
expressly released by the Lenders and the Administrative Agent in writing. No maker, endorser, or guarantor will be
released by virtue of this Amendment. The terms of this paragraph apply not only to this Amendment, but also to any
subsequent loan and security modification agreements.
7.

[Reserved].

8.
NOTICE OF FINAL AGREEMENT. BY SIGNING THIS DOCUMENT EACH PARTY REPRESENTS AND
AGREES THAT:
THIS WRITTEN AGREEMENT REPRESENTS THE FINAL AGREEMENT BETWEEN THE
PARTIES, THERE ARE NO UNWRITTEN ORAL AGREEMENTS BETWEEN THE PARTIES, AND THIS WRITTEN
AGREEMENT MAY NOT BE CONTRADICTED BY EVIDENCE OF ANY PRIOR, CONTEMPORANEOUS, OR
SUBSEQUENT ORAL AGREEMENTS OR UNDERSTANDINGS OF THE PARTIES.
9.
COUNTERSIGNATURE. This Amendment shall become effective only when executed by the Lenders, the
Administrative Agent and the Borrowers.
[Signature Page Follows]

IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be executed as of the date
first above written.
BORROWERS:
TABULA RASA HEALTHCARE, INC.
By:
Adams
Name:Brian W. Adams
Title:Chief Financial Officer

/s/ Brian W.

CAREKINESIS, INC.
By:
Adams
Name:Brian W. Adams
Title:Chief Financial Officer

/s/ Brian W.

CAREVENTIONS, INC.
By:
Adams
Name:Brian W. Adams
Title:Chief Financial Officer

/s/ Brian W.

CAPSTONE PERFORMANCE SYSTEMS, LLC
By:
Adams
Name:Brian W. Adams
Title:Chief Financial Officer

/s/ Brian W.

J. A. ROBERTSON, INC.
By:
Adams
Name:Brian W. Adams
Title:Chief Financial Officer

/s/ Brian W.

MEDLIANCE LLC
By:
Adams
Name:Brian W. Adams
Title:Chief Financial Officer

/s/ Brian W.

CK SOLUTIONS, LLC
By:
Adams
Name:Brian W. Adams
Title:Chief Financial Officer

/s/ Brian W.

TRSHC HOLDINGS, LLC
By:
Adams
Name:Brian W. Adams
Title:Chief Financial Officer

/s/ Brian W.

SINFONIARX, INC.
By:
Adams
Name:Brian W. Adams
Title:Chief Financial Officer

/s/ Brian W.

TRHC MEC HOLDINGS, LLC
By:
Adams
Name:Brian W. Adams
Title:Chief Financial Officer

/s/ Brian W.

MEDITURE LLC
By:
Adams
Name:Brian W. Adams
Title:Chief Financial Officer

/s/ Brian W.

ECLUSIVE L.L.C.
By:
Adams
Name:Brian W. Adams
Title:Chief Financial Officer

/s/ Brian W.

COGNIFY, LLC
By:
Adams
Name:Brian W. Adams
Title:Chief Financial Officer

/s/ Brian W.

TRHC DM HOLDINGS, LLC

By:
Adams
Name:Brian W. Adams
Title:Chief Financial Officer

/s/ Brian W.

IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be executed as of the date
first above written.
ADMINISTRATIVE AGENT:
WESTERN ALLIANCE BANK, an Arizona corporation
By:
Name: Brian McCabe
Title:Vice President

/s/ Brian McCabe

IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be executed as of the date first above
written.
LENDERS:
WESTERN ALLIANCE BANK, an Arizona corporation
By:
Name: Brian McCabe
Title:Vice President

/s/ Brian McCabe

Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
I, Calvin H. Knowlton, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Tabula Rasa HealthCare, Inc.;

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 procedures 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 regarding 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 reporting 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: May 10, 2019

/s/ DR. CALVIN H. KNOWLTON
Dr. Calvin H. Knowlton
Chief Executive Officer
Principal Executive Officer

Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
I, Brian W. Adams, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Tabula Rasa HealthCare, Inc.;

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 procedures 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 regarding 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 reporting 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: May 10, 2019

/s/ BRIAN W. ADAMS
Brian W. Adams
Chief Financial Officer
Principal Financial Officer

Exhibit 32.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of Tabula Rasa HealthCare, Inc. (the “Company”) on Form 10-Q for the fiscal quarter ended
March 31, 2019 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Calvin H. Knowlton, Chief
Executive Officer of the Company, and I, Brian W. Adams, Chief Financial Officer of the Company, each hereby certify, pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:
1.

The Report fully complies with the requirements of Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934, as
amended; and

2.

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Date: May 10, 2019

Date: May 10, 2019

By:

/s/ DR. CALVIN H. KNOWLTON

Name:
Title:

Dr. Calvin H. Knowlton
Chief Executive Officer
(Principal Executive Officer)

By:
Name:
Title:

/s/ BRIAN W. ADAMS
Brian W. Adams
Chief Financial Officer
(Principal Financial Officer)

*This certification accompanies the Form 10-Q to which it relates, is not deemed filed with the Securities and Exchange Commission and is
not to be incorporated by reference into any filing of Tabula Rasa HealthCare, Inc. under the Securities Act of 1933, as amended, or the
Securities Exchange Act of 1934, as amended (whether made before or after the date of the Form 10-Q), irrespective of any general
incorporation language contained in such filing

