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Forward Looking Statements

Certain statements that we make from time to time, including statements contained in this Annual Report on Form 10-K constitute “forward looking statements”
within the meaning of Section 27A of the Securities Act of 1933, as amended, or the Securities Act, and Section 21E of the Securities Exchange Act of 1934, as
amended, or the Exchange Act. All statements other than statements of historical fact contained in this Annual Report on Form 10-K are forward-looking
statements. These statements, among other things, relate to our business strategy, goals and expectations concerning our products, future operations,
prospects, plans and objectives of management. The words “anticipate”, “believe”, “could”, “estimate”, “expect”, “intend”, “may”, ‘plan”, “predict”, “project”, “will”
and similar terms and phrases are used to identify forward-looking statements in this presentation. Our operations involve risks and uncertainties, many of which
are outside our control, and any one of which, or a combination of which, could materially affect our results of operations and whether the forward-looking
statements ultimately prove to be correct. Forward-looking statements in this Annual Report on Form 10-K include, without limitation, statements reflecting
management’s expectations for future financial performance and operating expenditures (including our ability to continue as a going concern, to raise additional
capital and to succeed in our future operations), expected growth, profitability and business outlook, increased sales and marketing expenses, and the expected
results from the integration of our acquisitions.

Forward-looking statements are only current predictions and are subject to known and unknown risks, uncertainties, and other factors that may cause our actual
results, levels of activity, performance, or achievements to be materially different from those anticipated by such statements. These factors include, among other
things, the unknown risks and uncertainties that we believe could cause actual results to differ from these forward looking statements as set forth under the
heading, “Risk Factors” and elsewhere in this Annual Report on Form 10-K. New risks and uncertainties emerge from time to time, and it is not possible for us to
predict all of the risks and uncertainties that could have an impact on the forward-looking statements, including without limitation, risks and uncertainties relating
to:

*  our ability to manage our growth, including acquiring, partnering with, and effectively integrating the recent MediGain, Renaissance, Gulf Coast, and
WFS acquisitions and other businesses into our infrastructure;

*  our ability to retain our customers and revenue levels, including effectively migrating and keeping new customers acquired through business acquisitions
and maintaining or growing the revenue levels of our new and existing customers;

*  our ability to attract and retain key officers and employees, including Mahmud Haqg and personnel critical to the transitioning and integration of our newly
acquired businesses;

+  our ability to raise capital and obtain and maintain financing on acceptable terms;

*  our ability to compete with other companies developing products and selling services competitive with ours, and who may have greater resources and
name recognition than we have;

+ our ability to maintain operations in Pakistan and Sri Lanka in a manner that continues to enable us to offer competitively priced products and services;
*  our ability to keep and increase market acceptance of our products and services;
»  our ability to keep pace with a rapidly changing healthcare industry;

+ our ability to consistently achieve and maintain compliance with a myriad of federal, state, foreign, local, payor and industry requirements, regulations,
rules and laws;

» our ability to protect and enforce intellectual property rights;
*  our ability to maintain and protect the privacy of customer and patient information;

«  our ability to meet continuing listing standards on the Nasdaq Capital Market, including its requirement that the minimum bid price for our common stock
be at or above $1.00;

+ our ability to maintain compliance with key covenants in our debt facilities with Opus Bank and any other future debt facilities; and
*  our ability to repay the outstanding purchase price we owe for the MediGain acquisition.

Although we believe that the expectations reflected in the forward-looking statements contained in this Annual Report on Form 10-K are reasonable, we cannot
guarantee future results, levels of activity, performance, or achievements. Except as required by law, we are under no duty to update or revise any of such
forward-looking statements, whether as a result of new information, future events, or otherwise, after the date of this Annual Report on Form 10-K.

You should read this Annual Report on Form 10-K with the understanding that our actual future results, levels of activity, performance and events and
circumstances may be materially different from what we expect.

All references to “MTBC,” “Medical Transcription Billing, Corp.,” “we,” “us,” “our” or the “Company” mean Medical Transcription Billing, Corp. and its subsidiaries,
except where it is made clear that the term means only the parent company.




PART I
Item 1. Business
Our Company

Medical Transcription Billing, Corp. (the “Company”) is a healthcare information technology company that provides a fully integrated suite of proprietary web-
based solutions, together with related business services, to healthcare providers. Our integrated Software-as-a-Service (or SaaS) platform helps our customers
increase revenues, streamline workflows and make better business and clinical decisions, while reducing administrative burdens and operating costs. In addition
to our experienced team in the United States, we employ a highly educated workforce offshore, including approximately 1,700 people in Pakistan and 100 in Sri
Lanka. We believe labor costs in both of these countries are approximately one-half the cost of comparable India-based employees and one-tenth the cost of
comparable U.S. employees, thus enabling us to deliver our solutions at competitive prices.

Our flagship offering, PracticePro, empowers healthcare practices with the core software and business services they need to address industry challenges, on
one unified SaaS platform. We deliver powerful, integrated and easy-to-use ‘big practice solutions’ to small and medium practices, which enable them to
efficiently operate their businesses, manage clinical workflows and receive timely payment for their services. PracticePro includes:

*  Practice management solutions and related tools, which facilitate the day-to-day operation of a medical practice;

»  Electronic health records (or EHR), which is easy to use, highly ranked, and allows our customers to reduce paperwork and qualify for government
incentives;

* Revenue cycle management (or RCM) services, which include end-to-end medical billing, analytics, and related services; and

*  Mobile Health (or mHealth) solutions, including smartphone applications that assist patients and healthcare providers in the provision of healthcare
services.

As a result of an acquisition in 2015, the Company offers a clearinghouse service which allows clients to track claim status and includes services such as batch
electronic claim and payment transaction clearing and web access for claim corrections. Also as result of this acquisition, the Company has an EDI service which
provides a centralized electronic data interchange management system to audit, manage and control the exchange of information.

As of December 31, 2016, we served approximately 1,080 customers, of which 250 utilized our clearinghouse and Electronic Data Interchange (“EDI”) services.
We provided medical billing to approximately 830 medical practices representing approximately 2,800 providers, (which we define as physicians, nurses, nurse
practitioners, physician assistants and other clinical staff that render bills for their services) practicing in 66 specialties and subspecialties, in 41 states. As of
December 31, 2015, we served approximately 1,070 customers, of which 340 utilized our clearinghouse and EDI services. We provided medical billing services
to approximately 730 medical practices representing approximately 1,500 providers practicing in approximately 60 specialties and subspecialties, in 44 states.
Approximately 95% of the practices we serve consist of one to ten providers, with the majority of the practices we serve being primary care providers. However,
our solutions are scalable and are appropriate for larger healthcare practices across a wide range of specialty areas. In fact, our customer with the largest
number of providers is a hospital-based group with more than 320 providers.

On July 23, 2014, the Company completed its initial public offering (“IPO”) of common stock. The Company sold approximately 4 million shares at a price to the
public of $5.00 per share.

On July 28, 2014, the Company purchased the assets of three medical billing companies, Omni Medical Billing Services, LLC, (“Omni”), Practicare Medical
Management, Inc. (“Practicare”) and CastleRock Solutions, Inc. (“CastleRock,” and collectively with Omni and Practicare, the “2014 Acquisitions”), for a
combination of cash and stock.




During the year 2015, the Company purchased the assets of Jesjam Holdings, LLC, a medical billing company doing business as MedTech Professional Billing
(“MedTech”) and those assets of SoftCare Solutions, Inc., a Nevada corporation, the U.S. subsidiary of QHR Technologies, Inc., which represented SoftCare
Solutions Inc.’s clearinghouse, EDI and billing divisions (“SoftCare” and collectively with MedTech, the “2015 Acquisitions”). The SoftCare acquisition expanded
the Company’s operations to include EDI and clearinghouse services.

During November 2015, the Company completed a preferred stock offering of Series A Preferred Stock. The Company sold 231,616 shares at a price of $25.00
per share and received net proceeds of approximately $4.7 million. In July 2016, the Company sold an additional 63,040 shares of preferred stock at $25.00 per
share and received net proceeds of approximately $1.3 million.

During the year 2016, the Company purchased substantially all of the assets of three medical billing companies, Gulf Coast Billing, Inc. (“GCB”), Renaissance
Medical Billing, LLC (“RMB”) and WFS Services, Inc. (“WFS”). WFS also had a mailing service operation.

Effective September 23, 2016, the Company formed a new wholly-owned subsidiary, MTBC Acquisition, Corp. (“MAC”). On October 3, 2016, MAC acquired
substantially all the medical billing business and assets of MediGain, LLC, a Texas limited liability company, and its subsidiary Millennium Practice Management
Associates, LLC, a New Jersey limited liability company (together “MediGain”). The assets were acquired through a strict foreclosure process as MediGain was
in default of its obligations to Prudential Insurance Company of America and Prudential Retirement Insurance and Annuity Company (together “Prudential”) prior
to the acquisition. MAC purchased 100% of MediGain’s senior secured debt from Prudential and immediately thereafter foreclosed on the assets in satisfaction
of the senior secured notes. The total purchase price for the acquisition was $7 million. Of the total purchase price, $2 million was paid at closing and the
balance is still outstanding. As part of the agreement, MAC acquired the assets and assumed certain specified liabilities. Cash and certain causes of action
relating to pre-closing matters were excluded from the acquired assets and retained by MediGain.

The acquisitions of GCB, RMB, WFS and MediGain are collectively referred to as the “2016 Acquisitions.”
Employees

Including the employees of our subsidiaries, as of February 2017 we employed approximately 2,050 people worldwide on a full-time basis. We also use the
services of a small number of part time employees. In addition, all officers work on a full-time basis. Over the next twelve months, we anticipate increasing our
total number of employees only if our revenues increase or our operating requirements warrant such hiring, or for specific functions where we place additional
emphasis, such as marketing and sales.

Our Growth Strategy

Our growth strategy includes acquiring smaller revenue cycle management companies and then migrating the customers of those companies to our solutions.
The revenue cycle management service industry is highly fragmented, with many local and regional revenue cycle management companies serving small
medical practices. We believe that the industry is ripe for consolidation and that we can achieve significant growth through acquisitions. We estimate that there
are more than 1,500 companies in the United States providing revenue cycle management services and that no one company has more than a 5% share of the
market. We further believe that it is becoming increasingly difficult for traditional revenue cycle management companies to meet the growing technology and
business service needs of healthcare providers without a significant investment in information technology infrastructure.

In addition, our growth strategy includes strategic partnerships with other industry participants, including electronic health records vendors, in which the vendors
refer customers to our services. While we offer our own electronic health records, our strategy includes providing integrated offerings utilizing third party
electronic health records while offering customers MTBC'’s revenue cycle management, practice management and mobile health capabilities. We have recently
hired additional sales and marketing executives and moved existing personnel into sales roles to spearhead our customer acquisition initiative, which will include
growing existing and developing new strategic partnerships. We believe that these new team members will also be able to successfully leverage the network of
relationships of the medical billing companies and the clearinghouse entity that we acquired and our existing network. By devoting greater resources to sales and
marketing, we expect that our organic growth will increase more rapidly, as our current organic growth is driven primarily by customer referrals and internet
search engine optimization techniques.




Industry Overview

In 2015, U.S. healthcare spending increased by 5.8% as compared to 2014 to reach $3.2 trillion, or $9,990 per person. Faster growth in total healthcare
spending in 2015 was driven by stronger growth in spending for private health insurance, hospital care, physician and clinical services, and the continued strong
growth in Medicare, Medicaid and retail prescription drug spending. The overall share of the U.S. economy devoted to healthcare spending was 17.8% in 2015,
up from 17.4% in 2014.

Medicare spending grew by 4.5% to $646 billion in 2015 which is slightly less than 2014’s 4.8% growth. Medicaid spending slowed slightly in 2015 to 9.7%, but
continued the strong growth that began in 2014 (11.6%), State and local Medicaid expenditures grew 4.9% while Federal Medicaid expenditures increased
12.6% in 2015. Total private health insurance expenditures increased 7.2% to $1.1 trillion in 2015, faster than the 5.8% growth in 2014. Out-of-pocket spending
by patients grew 2.6% in 2015 to $338 billion, slightly faster than the growth of 1.4% in 2014.

Increasingly complex reimbursement processes. New laws and payer requirements have further complicated insurance reimbursement processes. For
example, Medicare, Medicaid and commercial insurances are increasingly requiring proof of adherence to best practices and improved patient health outcomes
to support full reimbursement. Moreover, the recent shift to a new generation of insurance codes has dramatically increased the complexity associated with
selecting appropriate procedure and diagnosis codes needed to support proper claim reimbursement.

Movement toward healthcare information technology. Since 2011, the federal government has offered financial incentives to eligible healthcare providers
who adopt and meaningfully use electronic health records technology. Beginning in 2015, providers who are not meaningfully using this technology incurred
penalties, which increase over time. While these incentives and penalties have encouraged many providers to adopt and meaningfully use electronic health
records software, we believe that most providers are not utilizing an integrated platform that combines practice management, business intelligence, and revenue
cycle management. The lack of an integrated platform leaves them ill-equipped to address the multitude of rapidly growing industry challenges.

The North American RCM market has been estimated by MicroMarket Monitor to be approximately $20 billion in 2016, growing at a CAGR of 12% per year.
Standalone billing and practice management solutions are reported to be on the wane in the market today as medical practices move towards integrated, end-to-
end systems that integrate front and back office data flows, provide seamless access to clinical data from EHRs, and rationalize and streamline the entire
revenue cycle management process.

Shift in Focus to Preventive Care. In an effort to avoid the negative health effects and increased costs associated with undetected and untreated chronic
conditions, most health insurance plans provide co-payment and deductible-free coverage for preventive health services, such as annual well visits. Many
believe that this shift in focus will, in the long-term, reduce costs and improve patient health.

Inaccessibility of critical data. To thrive in the emerging healthcare landscape, healthcare practices need timely information, such as health insurance plan
eligibility and coverage details, provider performance and productivity data and clinical and reimbursement benchmarking. However, we believe that most small
and medium size practices do not have access to this type of real-time data, business intelligence and analytical tools and thus struggle to efficiently operate
their practices and make optimal decisions.

Competition

The market for practice management, EHR and RCM information solutions and related services is highly competitive, and we expect competition to increase in
the future. We face competition from other providers of both integrated and stand-alone practice management, EHR and RCM solutions, including competitors
who utilize a web-based platform and providers of locally installed software systems. Our competitors also include larger healthcare IT companies, such as
athenahealth, Inc., eClinicalWorks, Allscripts Healthcare Solutions, Inc. and Greenway Medical Technologies, Inc.

Many of our competitors have longer operating histories, greater brand recognition and greater financial, marketing and other resources than us. We also
compete with various regional RCM companies, some of which may continue to consolidate and expand into broader markets. We expect that competition will
continue to increase as a result of incentives provided by various governmental initiatives, and consolidation in both the information technology and healthcare
industries. In addition, our competitive edge could be diminished or completely lost if our competition develops similar offshore operations in Pakistan or other
countries, such as India and the Philippines, where labor costs are lower than those in the U.S. (although higher than in Pakistan). Pricing pressures could
negatively impact our margins, growth rate and market share.




Our Solution

We believe that our fully integrated solutions uniquely address the challenges in the industry. Our solutions dramatically simplify the complexities inherent in the
reimbursement process and thereby deliver objectively superior results, such as reduced claim denial rates, improved customer days in accounts receivable,
reduced patient no-shows, increased well visit encounters and reimbursement. Our solutions empower our customers with the real-time data they need to be
efficient and make better decisions, such as real-time insurance eligibility and deductible details, provider productivity details and payer benchmarking.

Our fully integrated suite of technology and business service solutions is designed to enable healthcare practices to thrive in the midst of a rapidly changing
environment in which managing reimbursement, clinical workflows and day-to-day administrative tasks is becoming increasingly complex, costly and time-
consuming. Moreover, the standard offering fee for our complete, integrated, end-to-end solution is typically 5% of a practice’s healthcare-related revenues, with
a monthly minimum fee, plus a nominal one-time setup fee, and is among the lowest in the industry.

Our Business Strategy

Our objective is to become the leading provider of integrated, end-to-end SaaS and business service solutions to healthcare providers practicing in an
ambulatory setting. To achieve this objective, we employ the following strategies:

*  Provide comprehensive practice management, electronic health records, revenue cycle management and mobile health solutions to small and
medium size healthcare practices. We believe that physician practices are in need of an integrated, end-to-end solution, such as the solution that
MTBC provides, to manage the different facets of their businesses, from clinical documentation to claim submission and financial reporting.

*  Provide exceptional customer service. We realize that our success is tied directly to our customers’ success. Accordingly, a substantial portion of our
highly trained and educated workforce is devoted to customer service activities.

« Leverage significant cost advantages provided by our technology and skilled offshore workforce. Our unique business model includes our web-
based software and a cost-effective offshore workforce primarily based in Pakistan. We believe that this operating model provides us with significant cost
advantages compared to other revenue cycle management companies and it allows us to significantly reduce the operational costs of the companies we
acquire.

»  Pursue strategic acquisitions. Approximately 57% of our current practices and 69% of our current year’'s revenue were obtained through strategic
transactions with revenue cycle management companies including the 2016, 2015 and 2014 Acquisitions (collectively, the “Acquisitions”). With most of
our acquisition transactions, our goal is to retain the acquired customers over the long-term and migrate those customers to our platform soon after
closing. For the three acquisitions completed in 2014, Omni, CastleRock and Practicare, we successfully migrated 94% of acquired customers to
PracticePro as of December 31, 2016. Since the 2015 and 2016 acquisitions of MedTech, GCB and RMB, we have migrated 100%, 100%, and 86% of
the customers, respectively, to our platform. At the present time, it is more efficient to serve the customers of SoftCare, WFS and MediGain on their
previous platforms.

Our Service Offerings

We offer a suite of fully-integrated, web-based SaaS platform and business services designed for healthcare providers. Our products and services offer
healthcare providers a unified solution designed to meet the healthcare industry’s demand for the delivery of cost-efficient, quality care with measureable
outcomes. The four primary components of our proprietary web-based suite of services are: (i) practice management applications, (ii) a certified electronic health
records solution, (i) revenue cycle management services, and (iv) mobile health applications.
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Our flagship product, PracticePro, provides our clients with a seamlessly integrated, end-to-end solution. Our web-based electronic health records are also
available to customers as a standalone product. We regularly update our software platform with the goal of staying on the leading edge of industry
developments, payer reimbursements trends and new regulations.

Web-based Practice Management Application

Our proprietary, web-based practice management application automates the labor-intensive workflow of a medical office in a unified and streamlined SaaS
platform. The various functions of the platform collectively support the entire workflow of the day-to-day operations of a medical office in an intuitive and user-
friendly format. For example, our platform provides office staff with real-time insurance details to allow them to more efficiently collect patient payments; its
automated appointment reminders reduce patient no-show rates, and scheduling functionality results in increased reimbursable patient well visit appointments. A
simple, individual and secure login to our web-based platform gives physicians, other healthcare providers and staff members’ access to a vast array of real time
practice management data which they can access at the office or from any other location where they can access the Internet. Users can customize the “Practice
Dashboard” to display only the most useful and relevant information needed to carry out their particular functions. We believe that this streamlined and centralized
automated workflow allows providers to focus on delivering quality patient care rather than office administration.

Electronic Health Records

Our web-based electronic health records solution has received ONC Health Information Technology certification. Moreover, in a previous study, KLAS, a leading
independent industry assessor of healthcare information technology products, issued its annual electronic health records ranking and MTBC placed number five
in our target market of one to ten providers, outperforming most leading electronic health records. A healthcare provider can use our solution to demonstrate
“meaningful use” under federal law to earn incentives and avoid penalties. Our web-based electronic health records allow a provider to view all patient
information in one online location, thus avoiding the need for numerous charts and records for each patient. Utilizing our web-based electronic health records
solution, providers can track patients from their initial appointments; chart clinical data, history, and other personal information; enter and submit claims for
medical services; and review and respond to queries for additional information regarding the billing process. Additionally, the electronic health record software
delivers a robust document management system to enable providers to transition to paperless environments. The document management function makes
available electronic connectivity between practitioners and patients, thereby streamlining patient care coordination and communications. In 2015, we introduced a
tablet-based EHR, leveraging our web-based platform in a form that many providers find more convenient.

Revenue Cycle Management and other Technology-driven Business Services
Our proprietary revenue cycle management offering is designed to improve the medical billing reimbursement process, allowing healthcare providers to
accelerate and increase collections, reduce errors in submission and streamline workflow to free up practitioners to focus on patient care. Customers using
PracticePro will generally see an improvement in their collections, as illustrated by the following for 2016:

«  Ourfirst pass acceptance rate is approximately 96%

»  Ourfirst pass resolution rate is approximately 94%

+  Our clients’ median days in accounts receivable is 33 days for primary care and 40 days for combined specialties.
These rates are among the most competitive in the industry and compare favorably with the performance of our largest competitor. Our revenue cycle

management service employs a proprietary rules-based system designed and constantly updated by our knowledgeable workforce, who screens and scrubs
claims prior to submission for payment.




Mobile Health Solutions

The functionality of our cloud-based platform is extended to mobile devices through our integrated suite of mobile health applications. These mobile health
applications include physician end-user tools that support, among other things, electronic prescribing, the capture of billing charges in the current medical coding
formats, and the creation and secure transfer of clinical audio notes that are converted into text and billing charges. In 2015 we introduced an ICD-10 mHealth
app for iOS and Android, which has emerged as the most popular ICD-10 app among U.S. healthcare providers. We also offer iCheckln, a patient check-in app
for iOS and Android-based tablet devices. Our patient applications allow patients to access their medical information, securely communicate with their doctors’
office, schedule appointments, request prescription refills, pay balances and check-in for office appointments.

Voting Rights of Our Directors, Executive Officers, and Principal Stockholders

As of December 31, 2016, 53% of both the shares of our common stock and voting power of our common stock are held by our directors and executive officers.
Therefore, they have the ability to control the outcome of matters submitted to our stockholders for approval, including the election of our directors, as well as the
overall management and direction of our company.

Corporate Information

We were incorporated in Delaware on September 28, 2001 under the name Medical Transcription Billing, Corp. Our principal executive offices are located at 7
Clyde Road, Somerset, New Jersey 08873, and our telephone number is (732) 873-5133. Our website address is www.mtbc.com. Information contained on, or
that can be accessed through, our website is not incorporated by reference into this Annual Report on Form 10-K, and you should not consider information on
our website to be part of this document.

MTBC, MTBC.com and A Unique Healthcare IT Company, and other trademarks and service marks of MTBC appearing in this Annual Report on Form 10-K are
the property of MTBC. Trade names, trademarks and service marks of other companies appearing in this Annual Report on Form 10-K are the property of their
respective holders.

We are an emerging growth company as defined in the Jumpstart Our Business Startups Act of 2012, or the JOBS Act. We will remain an emerging growth
company until the earlier of the last day of the fiscal year following the fifth anniversary of the completion of our IPO dated July 23, 2014, the last day of the
fiscal year in which we have total annual gross revenue of at least $1 billion, the date on which we are deemed to be a large accelerated filer (this means the
market value of our common stock that is held by non-affiliates exceeds $700 million as of the end of the second quarter of that fiscal year), or the date on which
we have issued more than $1 billion in non-convertible debt securities during the prior three-year period. An emerging growth company may take advantage of
specified reduced reporting requirements and is relieved of certain other significant requirements that are otherwise generally applicable to public companies. As
an emerging growth company:

. We avail ourselves of the exemption from the requirement to obtain an attestation and report from our auditors on the assessment of our internal
control over financial reporting pursuant to the Sarbanes-Oxley Act of 2002.

. We will provide less extensive disclosure about our executive compensation arrangements.
. We will not require shareholder non-binding advisory votes on executive compensation or golden parachute arrangements.
However, we are choosing to “opt out” of the extended transition periods available under the JOBS Act for complying with new or revised accounting standards.

Where You Can Find More Information

Our website address, which we use to communicate important business information, can be accessed at: www.mtbc.com. We make our Annual Reports on
Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and all amendments to those reports available free of charge on or through our website
as soon as reasonably practicable after such material is electronically filed with or furnished to the Securities and Exchange Commission (SEC). Materials we
file with or furnish to the SEC may also be read and copied at the SEC’s Public Reference Room at 100 F Street, NE, Washington, D.C. 20549. Information on
the operation of the Public Reference Room may be obtained by calling the SEC at 1-800-SEC-0330. Also, the SEC Internet site (www.sec.gov) contains
reports, proxy and information statements, and other information that we file electronically with the SEC.
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Item 1A. Risk Factors
Risks Related to Our Acquisition Strategy
If we do not manage our growth effectively, our revenue, business and operating results may be harmed.

Our strategy is to expand through the acquisition of additional RCM companies and through organic growth. Since 2006, we have acquired seventeen RCM
companies and entered into agreements with four additional RCM companies under which we service all of their customers. Our future acquisitions may require
greater than anticipated investment of operational and financial resources as we seek to migrate customers of these companies to PracticePro. Acquisitions may
also require the integration of different software and services, assimilation of new employees, diversion of management and IT resources, increases in
administrative costs and other additional costs associated with any debt or equity financings undertaken in connection with such acquisitions. We cannot assure
you that any acquisition we undertake will be successful. Future growth will also place additional demands on our customer support, sales, and marketing
resources, and may require us to hire and train additional employees. We will need to expand and upgrade our systems and infrastructure to accommodate our
growth. The failure to manage our growth effectively will materially and adversely affect our business.

We may be unable to pay the remaining balance of the MediGain acquisition price and have difficulty paying for future acquisitions.

At the present time, we owe five million dollars to Prudential for the balance of the MediGain acquisition price, three million dollars of which is now due. On March
29, 2017 we received a letter from Prudential that demanded immediate payment of the three million dollar portion of the consideration that is now due, together
with accrued interest, and expressing Prudential’s intention to collect on said amounts. The balance is due at a later date. We have not paid this amount, which
may give rise to breach of contract claims by Prudential. Furthermore, our credit agreement with Opus Bank, our senior secured lender, was amended to include
a provision that prevents us from amending our contractual terms with Prudential, and by extension making payments, without Opus Bank’s prior consent, which
consent may not be unreasonably withheld. If we are unable to secure additional financing, we will continue to be unable to meet our payment obligations to
Prudential unless Opus Bank permits us to modify our contractual terms with Prudential. Furthermore, our amended terms with Opus Bank prevent us from
consummating additional acquisitions without the prior consent of Opus Bank. Although the Company plans to raise additional capital during 2017, there is no
assurance that this raise will be successful or will generate sufficient funding for the Company to enable it to meet its payment obligations to Prudential or to
make additional acquisitions. In the event we are unable to pay the balance of the consideration due to Prudential in the MediGain acquisition, Prudential may
seek all possible monetary and/or equitable remedies. Our inability to make the remaining payments due in the MediGain acquisition or renegotiate these
payments would have a material adverse effect on our business.

In prior acquisitions, we have encountered difficulties in retaining all the customers we acquired, which has resulted in a decrease in our revenues
and operating results. Similarly, we may be unable to retain customers of acquired businesses following their acquisition, which may likewise result
in a decrease in our revenues and operating results.

Customers of the businesses we acquire usually have the right to terminate their service contracts for any reason at any time upon notice of 90 days or less.
These customers may elect to terminate their contracts as a result of our acquisition or choose not to renew their contracts upon expiration. In the past, our
failure to retain acquired customers has resulted in decreases in our revenues. The customers of the thirteen businesses we acquired in 2012 through 2016,
excluding CastleRock, generated a total of approximately $7.6 million of revenue per quarter at the time of their acquisition. On average, this amount decreased
by 37% one year after each acquisition occurred. For CastleRock, in part due to prohibited competitive activities of a selling stockholder which we later resolved
through a mutually satisfactory settlement, including the forfeiture of all shares granted to CastleRock, this decrease was 73%. Our inability to retain customers
of the businesses we acquire could adversely affect our ability to benefit from those acquisitions and increase our future revenues and operating income.
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Acquisitions may subject us to liability with regard to the creditors, customers, and shareholders of the sellers.

While our acquisitions are typically structured as asset purchase agreements in which we attempt to limit our risk and exposure relative to the respective sellers’
liabilities, we cannot guarantee that we will be successful in avoiding all liability. In the past, sellers’ creditors have sought to hold us accountable for the
respective sellers’ liabilities and certain customers of sellers attempt to hold us liable for the respective sellers’ breaches of the controlling services agreements.
We attempt to minimize the possibility that disaffected shareholders of the businesses we acquire will be able to interfere with our business acquisitions, through
due diligence, obtaining relevant representations from sellers, and leveraging experienced professionals when appropriate.

We may be unable to negotiate favorable prices for the RCM companies we acquire and even if we do negotiate favorable prices, we must obtain the
approval of senior secured lender to proceed with any acquisitions.

Our acquisition strategy and the consideration we pay for potential targets is influenced by many factors, including the market demand for our securities and the
condition of the healthcare industry in general. There can be no assurance that we will be able to negotiate and acquire medical billing companies on favorable
financial terms, or that we will not be required to pay a premium for a desired acquisition opportunity. Also, our senior secured lender has the right to review and
approve or veto acquisitions and we cannot guarantee that the lender will approve further transactions.

We may be unable to implement our strategy of acquiring additional RCM companies due to competition.

We have no unconditional commitments with respect to any other acquisition as of the date of this Annual Report on Form 10-K. Although we expect that one or
more acquisition opportunities will become available in the future, we may not be able to acquire any additional RCM companies at all or on terms favorable to
us, and we may not be able to secure financing for such acquisitions on favorable terms. Certain of our larger, better capitalized competitors may seek to
acquire some of the RCM companies we may be interested in. Competition for acquisitions would likely increase acquisition prices and result in us having fewer
acquisition opportunities.

Acquisitions may subject us to additional unknown risks which may affect our customer retention and cause a reduction in our revenues.

In completing any future acquisitions, we will rely upon the representations and warranties and indemnities made by the sellers with respect to each acquisition
as well as our own due diligence investigation. We cannot be assured that such representations and warranties will be true and correct or that our due diligence
will uncover all materially adverse facts relating to the operations and financial condition of the acquired companies or their customers. To the extent that we are
required to pay for obligations of an acquired company, or if material misrepresentations exist, we may not realize the expected benefit from such acquisition and
we will have overpaid in cash and/or stock for the value received in that acquisition.

We may have difficulty integrating future acquisitions into our operations and onto our software platform.

Part of our typical acquisition strategy is to migrate the customer accounts obtained to our platform software and have our off- shore teams perform the majority
of the services for the customer. If we cannot migrate acquired customers to our platform software or have our offshore teams service the acquired customer, we
would incur additional costs.

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

Future acquisitions may result in dilutive issuances of equity securities, the incurrence of debt, the assumption of known and unknown liabilities, the write-off of
software development costs and the amortization of expenses related to intangible assets, all of which could have an adverse effect on our business, financial
condition and results of operations.
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We generally structure our acquisitions as asset purchases, which may limit the ability of some of the acquired assets to be transferred to us due to
contractual provisions restricting the assignment of assets, and subjects us to the risk that creditors of the seller may seek payment from us of
liabilities retained by the sellers or challenge these transactions.

Our acquisitions are typically structured as the purchase of assets, primarily consisting of medical billing contracts with healthcare providers. This structure may
limit the transferability of some of the acquired assets, including contracts that have contractual provisions limiting their assignment. In our prior acquisitions,
most of the medical billing contracts we acquired did not have restrictions on their assignment to us. However, other medical billing contracts we may seek to
acquire in the future may be subject to these restrictions. Furthermore, certain software and vendor contracts which we may seek to acquire for use during the
transition period following our acquisitions may not be assignable to us, which may disrupt the operations of the acquired customers. Moreover, even those that
are assignable may be terminable by either party upon little or no notice.

Risks Related to Our Business

We operate in a highly competitive industry, and our competitors may be able to compete more efficiently or evolve more rapidly than we do, which
could have a material adverse effect on our business, revenue, growth rates and market share.

The market for practice management, EHR and RCM information solutions and related services is highly competitive, and we expect competition to increase in
the future. We face competition from other providers of both integrated and stand-alone practice management, EHR and RCM solutions,