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Item 2.02 — Results of Operations and Financial Condition.
 
On December 12, 2013, Streamline Health Solutions, Inc. (the “Company”) issued a press release (the “Press Release”) and hosted a conference call (the
“Conference Call”) regarding financial information about the Company’s third fiscal quarter ended October 31, 2013.  A copy of the Press Release and the
transcript of the Conference Call are attached hereto as Exhibit 99.1 and Exhibit 99.2, respectively.
 
The information hereunder shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934 (the “Exchange Act”) or otherwise
subject to the liabilities under that Section and shall not be deemed to be incorporated by reference into any filing of the Company under the Securities Act of
1933 or the Exchange Act, except as shall be expressly set forth by specific reference in such a filing.
 
Item 9.01 — Financial Statements and Exhibits.
 
(d) Exhibits
 
Exhibit No.

 
Description of Exhibit

   
99.1

 

Third Quarter Earnings News Release of Streamline Health Solutions, Inc. dated December 12, 2013.
99.2

 

Third Quarter 2013 Conference Call Transcript dated December 12, 2013.
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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
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Streamline Health Solutions, Inc.
  
Date: December 16, 2013 By: /s/ Jack W. Kennedy Jr.
  

Jack W. Kennedy Jr.
  

Senior Vice President & Chief Legal Counsel
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99.1

 

Third Quarter Earnings News Release of Streamline Health Solutions, Inc. dated December 12, 2013.
99.2

 

Third Quarter 2013 Conference Call Transcript dated December 12, 2013.
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Exhibit 99.1
 

 
News Release

 
STREAMLINE HEALTH SOLUTIONS, INC. REPORTS $6.7 MILLION REVENUE;

 $0.6 MILLION ADJUSTED EBITDA IN Q3 2013
 

Company Continues Transition to Recurring Revenue Business Model
 

Atlanta, Georgia — December 12, 2013 — Streamline Health Solutions, Inc. (NASDAQ: STRM), a leading provider of knowledge management solutions
for healthcare providers, today announced financial results for the third quarter of fiscal year 2013, which ended October 31, 2013.
 
Revenues for the three-month period ended October 31, 2013 were $6.7 million, as compared to $6.5 million in the third quarter of fiscal 2012. Recurring
revenue as a percentage of total revenue improved sequentially in the quarter to 83% from 65%. New contract bookings increased sequentially to $6.5 million
dollars in the quarter, from $5.3 million last quarter.
 
Adjusted EBITDA for the third quarter was $0.6 million, as compared to $1.6 million in the third quarter of fiscal 2012.  The Company incurred additional
expense in the quarter primarily in three areas: increased headcount in sales, transition costs and additional headcount in implementation services, and
expenses associated with Sarbanes-Oxley compliance. Cash on the balance sheet was $4.3 million, net of the $3.0 million outlay to license the previously
announced Clinical Analytics platform from Montefiore Medical Center.  Post-quarter end, the Company successfully completed a follow-on stock offering
on November 27, 2013, selling 3.45 million shares of common stock at $6.50 per share.  Net proceeds to the Company totaled $20,750,000.
 
“Our Company continues to emphasize to our clients and prospects the benefits of SaaS contracts.  During the quarter our sales organization was successful in
shifting a large license transaction in its quarterly forecast to a SaaS-model sales opportunity, which is expected to close by the end of our fiscal year,” said
Robert E. Watson, President and Chief Executive Officer of Streamline Health.
 
“In addition, during the quarter, we exclusively licensed clinical analytics and population management capabilities from Montefiore Medical Center that will
enable us to deliver clinical knowledge and predictive analytics to care providers prior to the act of providing care, which we believe will lead to better quality
outcomes, lowered re-admission rates and improvement in their overall clinical and operational efficiency,”
 
Highlights for the quarter included:

·                       Revenue for the third quarter 2013 was $6.7 million;
·                       Software as a Service (SaaS) revenues for third quarter 2013 were $1.9 million;
·                       Maintenance and support revenues for the third quarter 2013 were $3.5 million;
·                       New sales bookings for the quarter were $6.5 million; and
·                       Backlog at the end of the quarter was $55.0 million.

 

 
Operating expenses for the three-month period ending October 31, 2013 were $7.9 million, compared to $6.8 million in the comparable prior year period,
representing an increase of $1.1 million, or 15%, over the prior year comparable period due to investment in additional sales personnel, some duplicative
headcount in operations as the Company transitioned its operations function from Cincinnati to Atlanta, and incremental Sarbanes-Oxley compliance costs.
 
Conference Call Information
 
The Company will conduct a conference call and webcast to review the results on Thursday, December 12, 2013 at 5:00 p.m. EST. Interested parties can
access the call by dialing 888-523-1225 and then entering the passcode 1173639. A live webcast will also be available by clicking this link:
http://bit.ly/1avUgzZ
 
A replay of the conference call will be available from Thursday, December 12, 2013 at 8:00 p.m. EST to Tuesday, December 17, 2013 at 8:00 PM EST by
dialing 888-203-1112 and entering passcode 1173639.
 
* Non-GAAP Financial Measures
 
Streamline Health reports its financial results in accordance with U.S. generally accepted accounting principles (“GAAP”). Streamline Health’s management
also evaluates and makes operating decisions using various other measures. One such measure is adjusted EBITDA, which is a non-GAAP financial measure.
Streamline Health’s management believes that these measures provide useful supplemental information regarding the performance of Streamline Health’s
business operations.
 
Streamline Health defines “non-GAAP adjusted net earnings (loss)” as GAAP net earnings (loss) plus losses on conversion of convertible notes, transaction-
related expenses, and non-recurring operational costs.
 
Streamline Health defines “adjusted EBITDA” as net earnings (loss) plus interest expense, tax expense, depreciation and amortization expense of tangible
and intangible assets, stock-based compensation expense, significant non-recurring operating expenses, and transactional related expenses including: gains
and losses on debt and equity conversions, associate severances and related restructuring expenses, associate inducements, and professional and advisory
fees, and internal direct costs incurred to complete transactions.
 
About Streamline Health
Streamline Health Solutions, Inc. (NASDAQ: STRM) is a leading provider of SaaS-based healthcare information technology (HCIT) solutions for healthcare
providers. The Company’s comprehensive suite of solutions includes: enterprise content management (ECM), business analytics, integrated workflow



systems, clinical documentation improvement (CDI), and computer assisted coding (CAC). This unique combination of solutions is designed to help
healthcare organizations manage the financial and operational challenges they face in the ever-changing world of healthcare today and in the future. For more
information, please visit our website at www.streamlinehealth.net.
 
Safe Harbor statement under the Private Securities Litigation Reform Act of 1995
Statements made by Streamline Health Solutions, Inc. that are not historical facts are forward-looking statements that are subject to risks and uncertainties
and are no guarantee of future performance. The forward looking statements contained herein are subject to certain risks, uncertainties and important factors
that could cause actual results to differ materially from those reflected in the forward-looking
 

 
statements, included herein. These risks and uncertainties include, but are not limited to, the timing of contract negotiations and execution of contracts and
the related timing of the revenue recognition related thereto, the potential cancellation of existing contracts or clients not completing projects included in the
backlog, the impact of competitive solutions and pricing, solution demand and market acceptance, new solution development, key strategic alliances with
vendors that resell the Company’s solutions, the ability of the Company to control costs, availability of solutions from third party vendors, the healthcare
regulatory environment, potential changes in legislation, regulation and government funding affecting the healthcare industry, healthcare information systems
budgets, availability of healthcare information systems trained personnel for implementation of new systems, as well as maintenance of legacy systems,
fluctuations in operating results, effects of critical accounting policies and judgments, changes in accounting policies or procedures as may be required by the
Financial Accountings Standards Board or other similar entities, changes in economic, business and market conditions impacting the healthcare industry
generally and the markets in which the Company operates and nationally, and the Company’s ability to maintain compliance with the terms of its credit
facilities, and other risks detailed from time to time in the Streamline Health Solutions, Inc. filings with the U. S. Securities and Exchange Commission.
Readers are cautioned not to place undue reliance on these forward-looking statements, which reflect management’s analysis only as of the date hereof. The
Company undertakes no obligation to publicly release the results of any revision to these forward-looking statements, which may be made to reflect events or
circumstances after the date hereof or to reflect the occurrence of unanticipated events.
 
Company Contact:
Ashley Moore
Director, Marketing
(404)-446-2057
ashley.moore@streamlinehealth.net

Investor Contact:
Randy Salisbury
Investor Relations
(404)-229-4242
randy.salisbury@streamlinehealth.net

 

 
STREAMLINE HEALTH SOLUTIONS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

 
  

Three Months Ended
 

Nine Months Ended
 

  
October 31,

 
October 31,

 

  
2013

 
2012

 
2013

 
2012

 

Revenues:
         

Systems sales
 

$ 347,532
 

$ 290,294
 

$ 2,905,846
 

$ 719,495
 

Professional services
 

966,962
 

1,089,814
 

2,925,553
 

3,153,672
 

Maintenance and support
 

3,523,551
 

3,148,442
 

10,524,595
 

7,797,263
 

Software as a service
 

1,893,489
 

2,005,813
 

5,622,237
 

5,358,120
 

Total revenues
 

6,731,534
 

6,534,363
 

21,978,231
 

17,028,550
 

          
Operating expenses:

         

Cost of systems sales
 

611,887
 

717,901
 

1,911,609
 

1,936,761
 

Cost of services, maintenance and support
 

2,002,446
 

1,773,747
 

6,023,717
 

4,260,696
 

Cost of software as a service
 

520,062
 

550,875
 

1,613,217
 

1,849,962
 

Selling, general and administrative
 

3,373,230
 

2,926,830
 

10,362,246
 

6,800,794
 

Research and development
 

1,370,178
 

866,659
 

3,627,336
 

1,833,865
 

Total operating expenses
 

7,877,803
 

6,836,012
 

23,538,125
 

16,682,078
 

Operating income (loss)
 

(1,146,269) (301,649) (1,559,894) 346,472
 

Other income (expense):
         

Interest expense
 

(580,390) (895,142) (1,734,763) (1,494,161)
Miscellaneous income (expenses)

 

(4,510,439) 43,549
 

(6,316,867) 55,805
 

Loss before income taxes
 

(6,237,098) (1,153,242) (9,611,524) (1,091,884)
Income tax benefit (expense)

 

4,680
 

3,552,879
 

(158,944) 3,519,879
 

Net earnings (loss)
 

$ (6,232,418) $ 2,399,637
 

$ (9,770,468) $ 2,427,995
 

Less: deemed dividends on Series A Preferred Shares
 

(374,162) (139,133) (731,309) (139,133)
Net earnings (loss) attributable to common shareholders

 

$ (6,606,580) 2,260,504
 

$ (10,501,777) 2,288,862
 

Basic net earnings (loss) per common share
 

$ (0.50) $ 0.18
 

$ (0.82) $ 0.20
 

Number of shares used in basic per common share computation
 

13,257,943
 

12,393,352
 

12,884,711
 

11,346,428
 

Diluted net earnings (loss) per common share
 

$ (0.50) $ 0.15
 

$ (0.82) $ 0.18
 

Number of shares used in diluted per common share
computation

 

13,257,943
 

15,365,238
 

12,884,711
 

12,417,256
 

 

 
STREAMLINE HEALTH SOLUTIONS, INC.



CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

 
Assets

 

  

October 31,
2013

 

January 31,
2013

 

      
Current assets:

     

Cash and cash equivalents
 

$ 4,263,991
 

$ 7,500,256
 

Accounts receivable, net of allowance for doubtful accounts of $109,000 and $134,000, respectively
 

6,885,405
 

8,685,017
 

Contract receivables
 

1,387,147
 

1,481,819
 

Prepaid hardware and third party software for future delivery
 

25,463
 

22,777
 

Prepaid client maintenance contracts
 

1,230,073
 

1,080,330
 

Other prepaid assets
 

963,771
 

997,024
 

Other current assets
 

76,544
 

110,555
 

Total current assets
 

14,832,394
 

19,877,778
 

      
Non-current assets:

     

Property and equipment:
     

Computer equipment
 

3,496,270
 

3,420,452
 

Computer software
 

2,205,941
 

2,196,236
 

Office furniture, fixtures and equipment
 

886,664
 

843,274
 

Leasehold improvements
 

697,570
 

697,570
 

  

7,286,445
 

7,157,532
 

Accumulated depreciation and amortization
 

(6,446,291) (5,958,727)
Property and equipment, net

 

840,154
 

1,198,805
 

      
Contract receivables, less current portion

 

87,105
 

126,626
 

Capitalized software development costs, net of accumulated amortization of $19,551,000 and
$17,465,000, respectively

 

11,777,539
 

12,816,486
 

Intangible assets, net
 

12,044,903
 

8,188,131
 

Deferred financing costs, net
 

243,622
 

541,740
 

Goodwill
 

12,344,199
 

12,133,304
 

Other
 

543,087
 

383,708
 

Total non-current assets
 

37,880,609
 

35,388,800
 

  

$ 52,713,003
 

$ 55,266,578
 

 

 
STREAMLINE HEALTH SOLUTIONS, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

 
Liabilities and Stockholders’ Equity

 

  

October 31,
2013

 

January 31,
2013

 

      
Current liabilities:

     

Accounts payable
 

$ 1,601,279
 

$ 1,495,913
 

Accrued compensation
 

1,301,613
 

2,088,850
 

Accrued other expenses
 

1,838,952
 

1,325,039
 

Deferred revenues
 

7,126,543
 

9,810,442
 

Contingent consideration for earn-out, current
 

4,560,000
 

1,319,559
 

Current portion of long-term debt
 

12,750,000
 

1,250,000
 

Current portion of deferred tax liability
 

—
 

35,619
 

Total current liabilities
 

29,178,387
 

17,325,422
 

      
Non-current liabilities:

     

Term loans, less current portion
 

—
 

12,437,501
 

Contingent consideration for earn-out, non-current
 

900,000
 

—
 

Contingent consideration
 

2,225,000
 

—
 

Warrants liability
 

6,393,435
 

3,649,349
 

Lease incentive liability, less current portion
 

81,228
 

99,579
 

Deferred income tax liability, less current portion
 

792,506
 

529,709
 

Total non-current liabilities
 

10,392,169
 

16,716,138
 

Total liabilities
 

39,570,556
 

34,041,560
 

      
Series A 0% Convertible Redeemable Preferred stock

 

8,497,025
 

7,765,716
 

      
Stockholders’ equity:

     

Common stock, $.01 par value per share, 25,000,000 shares authorized, 13,922,834 and 12,643,620
shares issued and outstanding, respectively

 

139,228
 

126,436
 

Convertible redeemable preferred stock, $.01 par value per share, 1,000,000 shares authorized, no
 

—
 

—
 



shares issued
Additional paid in capital

 

50,122,185
 

49,178,389
 

Accumulated deficit
 

(45,615,991) (35,845,523)
Total stockholders’ equity

 

4,645,422
 

13,459,302
 

  

$ 52,713,003
 

$ 55,266,578
 

 

 
STREAMLINE HEALTH SOLUTIONS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

 
  

Nine Months Ended
 

  
October 31,

 

  
2013

 
2012

 

Operating activities:
     

Net (loss) earnings
 

$ (9,770,468) $ 2,427,995
 

Adjustments to reconcile net (loss) earnings to net cash (used in) provided by operating activities:
     

Depreciation and Amortization
 

3,820,098
 

2,847,665
 

Valuation adjustment for warrants liability
 

2,082,789
 

—
 

Deferred tax expense (benefit)
 

150,634
 

(3,564,612)
Amortization of debt discount

 

—
 

111,584
 

Valuation adjustment for contingent earn-out
 

4,140,441
 

86,839
 

Share-based compensation expense
 

1,203,919
 

645,407
 

Net loss from conversion of convertible note
 

—
 

56,682
 

Changes in assets and liabilities, net of assets acquired:
     

Accounts and contract receivables
 

2,385,390
 

(1,351,935)
Other assets

 

(627,883) (482,785)
Accounts payable

 

87,014
 

(137,107)
Accrued expenses

 

(150,206) 947,630
 

Deferred revenues
 

(2,683,899) 881,677
 

Net cash provided by operating activities
 

637,829
 

2,469,040
 

      
Investing activities:

     

Purchases of property and equipment
 

(106,392) (546,061)
Capitalization of software development costs

 

(1,047,938) (1,571,420)
Payment for acquisition

 

(2,875,548) (12,161,634)
Net cash used in investing activities

 

(4,029,878) (14,279,115)
      
Financing activities:

     

Net change in borrowings
 

—
 

9,880,000
 

Principal repayments on term loans
 

(937,501) —
 

Payment of deferred financing costs
 

—
 

(1,246,107)
Proceeds from exercise of stock options and stock purchase plan

 

1,093,285
 

161,823
 

Proceeds from private placement
 

—
 

12,000,000
 

Payment of success fee
 

—
 

(700,000)
Net cash provided by financing activities

 

155,784
 

20,095,716
 

(Decrease) increase in cash and cash equivalents
 

(3,236,265) 8,285,641
 

Cash and cash equivalents at beginning of period
 

7,500,256
 

2,243,054
 

Cash and cash equivalents at end of period
 

$ 4,263,991
 

$ 10,528,695
 

 

 
STREAMLINE HEALTH SOLUTIONS, INC.

Backlog
(Unaudited)

Table A
 

  

October 31,
2013

 

January 31,
2013

 

October 31,
2012

 

Streamline Health Software Licenses
 

$ 2,529,000
 

$ 3,416,000
 

$ 3,650,000
 

Hardware and Third Party Software
 

20,000
 

100,000
 

84,000
 

Professional Services
 

7,141,000
 

4,527,000
 

4,348,000
 

Software as a Service
 

17,087,000
 

20,439,000
 

19,117,000
 

Maintenance and Support
 

28,234,000
 

22,504,000
 

21,535,000
 

Total
 

$ 55,011,000
 

$ 50,986,000
 

$ 48,734,000
 

 

 
STREAMLINE HEALTH SOLUTIONS, INC.

New Bookings
(Unaudited)

Table B



 
  

Three Months Ended
 

  
October 31, 2013

 

  
Value

 

% of Total
Bookings

 

Streamline Health Software licenses
 

$ 0
 

0%
Software as a service

 

1,856,000
 

28%
Maintenance and support

 

4,202,000
 

64%
Professional services

 

465,000
 

7%
Hardware & third party software

 

0
 

0%
Total bookings

 

$ 6,523,000
 

100%
 

 
Reconciliation of Non-GAAP Financial Measures

(Unaudited)
Table C

 
This press release contains a non-GAAP financial measure under the rules of the U.S. Securities and Exchange Commission for adjusted EBITDA. This non-
GAAP information supplements and is not intended to represent a measure of performance in accordance with disclosures required by generally accepted
accounting principles. Non-GAAP financial measures are used internally to manage the business, such as in establishing an annual operating budget. Non-
GAAP financial measures are used by Streamline Health’s management in its operating and financial decision-making because management believes these
measures reflect ongoing business in a manner that allows meaningful period-to-period comparisons. Accordingly, the Company believes it is useful for
investors and others to review both GAAP and non-GAAP measures in order to (a) understand and evaluate current operating performance and future
prospects in the same manner as management does and (b) compare in a consistent manner the Company’s current financial results with past financial results.
The primary limitations associated with the use of non-GAAP financial measures are that these measures may not be directly comparable to the amounts
reported by other companies and they do not include all items of income and expense that affect operations. The Company’s management compensates for
these limitations by considering the company’s financial results and outlook as determined in accordance with GAAP and by providing a detailed
reconciliation of the non-GAAP financial measures to the most directly comparable GAAP measures in the tables attached to this press release. Streamline
Health defines “adjusted EBITDA” as net earnings (loss) plus interest expense, tax expense, depreciation and amortization expense of tangible and intangible
assets, stock-based compensation expense, significant non-recurring operating expenses, and transactional related expenses including: gains and losses on
debt and equity conversions, associate severances and related restructuring expenses, associate inducements, professional and advisory fees, and internal
direct costs incurred to complete transactions.
 
Reconciliation of net earnings (loss) to non-GAAP adjusted EBITDA (in thousands)
 
Adjusted EBITDA Reconciliation
 
  

Three Months Ended,
 

Nine Months Ended,
 

  

October
31, 2013

 

October
31, 2012

 

October
31, 2013

 

October
31, 2012

 

Net earnings (loss)
 

$ (6,232) 2,400
 

(9,770) 2,428
 

Interest expense
 

580
 

895
 

1,735
 

1,494
 

Income tax expense (benefit)
 

(5) (3,553) 159
 

(3,520)
Depreciation

 

152
 

184
 

490
 

548
 

Amortization of capitalized software development costs
 

691
 

708
 

2,087
 

1,930
 

Amortization of intangible assets
 

314
 

229
 

943
 

254
 

Amortization of other costs
 

23
 

—
 

50
 

—
 

EBITDA
 

(4,477) 863
 

(4,306) 3,134
 

Share-based compensation expense
 

378
 

245
 

1,204
 

645
 

Transaction related professional fees, advisory fees and other
internal direct costs

 

138
 

494
 

363
 

1,043
 

Associate severances and other costs relating to transactions
or corporate restructuring

 

—
 

—
 

383
 

—
 

Other non-recurring operating expenses
 

4,514
 

—
 

6,276
 

—
 

Adjusted EBITDA
 

$ 553
 

1,602
 

3,920
 

4,822
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STREAMLINE HEALTH, INC.

 
Moderator: Randy Salisbury

December 12, 2013
4:00 pm CT

 
Operator:  Good day everyone and welcome to the Streamline Health Third Quarter Earnings conference call. Today’s conference is being recorded.
 

At this time I would like to turn the conference over to Mr. Randy Salisbury, Communications Investor Relations. Please go ahead sir.
 
Randy Salisbury:  Thank you for joining us to review the financial results of Streamline Health Solutions for third quarter of fiscal year 2013 which ended

October 31, 2013.
 

As the conference call operator indicated my name is Randy Salisbury. And I manage communications and investor relations here at Streamline
Health Solutions.
 
Joining me on the call today are Bob Watson, President and Chief Executive Officer and Nick Meeks, Senior Vice President and Chief Financial
Officer.
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At the conclusion of today’s prepared remarks we will open the call for a question and answer session.
 
If anyone participating on today’s call does not have a full text copy of the press release you can retrieve it from the company’s Web site at
streamlinehealth.net or at numerous financial Web sites.
 
Before we begin with prepared remarks we submit for the record the following statement. Statements made by the management team of Streamline
Health Solutions during the course of this conference call that are not historical facts are considered to be forward-looking statements within the
meaning of the Private Securities Litigation Reform Act of 1995 and are subject to risks, uncertainties, assumptions and other factors that could
cause actual results to differ materially from those reflected in the forward-looking statements included herein.
 
Please refer to the company’s press releases and filings made with US Securities & Exchange Commission including our most recent Form 10K and
1Q reports for more information about these risks, uncertainties and assumptions and other factors.
 
Participants on this call are cautioned not to place undue reliance on these forward-looking statements which reflect management’s analysis only as
of the date hereof.
 
The company undertakes no obligation to publicly revise these forward looking statements.
 
On this call the company will discuss non-GAAP financial measures such as adjusted EBITDA. Please refer to our earnings release for reconciliation
of such non-GAAP measures to the most comparable GAAP measure.
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Management uses certain non-GAAP measures to evaluate and monitor the ongoing financial performance of our operations.
 
These non-GAAP measures do not include any items of income and expense that effect operations and other companies may calculate these non-
GAAP measures differently.
 
With that said let me turn the call over to Bob Watson, President and Chief Executive Officer. Bob?

 
Bob Watson:  Thank you Randy and good morning to all of you participating on today’s call. Thank you for your time today for your continued interest in and

support of our company.
 

As stated in our press release on November 14, 2013 in which we provided our preliminary Q3 financial results we continue to build our SAS and
reoccurring maintenance and support revenue streams.
 
During the quarter our sales organization was successful in its effort to shift a large license transaction and its quarterly forecast to a SAS delivery
model sales opportunity.
 
We expect that contract to close in the current quarter.
 
As a company we continue to embrace and emphasize with our clients and net new sales prospects the benefits of acquiring our solutions by way of
our SAS delivery model.
 



That said with the movement of a sizable potential license sale to SAS revenue for the quarter was $6.7 million.
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Our bookings in the third quarter were up 23% sequentially which continues to be a positive trend for our business.
 
Bookings plus renewals in the third quarter were approximately $10 million. Our indirect sales channel strategy paid a dividend in the quarter as we
gained a significant contract from a client of one of our distribution partners.
 
We also closed a significant multiyear maintenance and support renewal in the quarter with a large multi facility client.
 
We think this is particularly worth noting given that the client conducted a complete review of all of their technology providers and chose to keep
only a few of their existing partners of which we were one.
 
More on the specifics of our quarterly performance in a minute but as I have done in these quarterly calls during 2013 I’d like to take some time to
review another of our key strategic objectives from our five year plan.
 
You may recall at the beginning of the fiscal year we completed a five year strategic plan detailing our key areas of strategic focus and that we would
discuss our strategic initiatives as appropriate throughout the year.
 
The first one of these strategic areas of focus was solutions optimization which we worked quickly to bring to market in Q1 with internal resources.
 
This solution provides enhanced post-implementation support to ensure that our analytics clients maximize their return on investment.
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Since initializing this endeavor we have had six clients sign up for this solution. Last quarter I reviewed our second strategic objective and that was
our intention to develop and deliver a solution in the area of clinical analytics in Q1 2014.
 
Since we last spoke we have made major progress towards this strategic objective as evidenced by our announcement in late October of an exclusive
15 year licensing agreement with Montefiore Medical Center, Bronx, NY to commercialize their clinical analytics platform that has been
successfully in use at Montefiore since 2002.
 
We think this asset is a critical component of our analytics and population health management strategy and will materially accelerate the
development of our entire analytics solution suite.
 
During the quarter we also successfully began managing a multiyear contract with the Bronx RHIO, a Health Information Exchange.
 
Our Clinical Analytics platform has been deployed as a core platform of the RHIO and enable providers throughout the Bronx to access critical
patient information across multiple healthcare providers as part of a strategy to deliver high quality medical care to all of the residents of the Bronx.
 
The platform allows healthcare providers to assemble all of the clinical data available from the multiple care delivery points in the Bronx including
lab results, ambulatory encounters and prior acute care visits.
 
This deep rich clinical information assists caregiver by allowing them to draw actionable conclusions on demand.
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This real-time access to the clinical history across multiple care settings is designed to improve patient care, safety and clinical outcomes.
 
With the Clinical Analytics platform in our portfolio we believe we are well positioned to commercially deliver a market changing clinical analytics
solution in the first quarter of next year as we discussed last quarter.
 
The third objective from our five year plan is to provide our clients and sales prospects with patient access solutions.
 
The definition of patient access solution is by design fairly broad but includes scheduling, insurance verification and propensity to pay as possible
components of this offering.
 
Based on our belief that payment models are changing and that there will be increased economic pressure on the consumer as part of this change and
that healthcare providers will enter into risk based or outcome based payment contracts with insurers we believe it will be more important for
healthcare providers to be able to assess and utilize any information available about a patient at the access point into their health system.
 
This access point could be a scheduling event or simply a registration or omission event. The information gathered as a patient initializes
engagement with a health system is a critical step in the process of triggering our entire analytics platform both clinical and financial.
 
As payments models change our clients and prospects are joining or developing accountable care organizations where they assume some degree of
economic risk and have to clinically manage a population of patients.

 
6



 
We believe being able to offer a solution at the point where a patient first engages with a healthcare provider regardless of the care setting is critical
to delivering those healthcare providers prospective clinical and financial intelligence about that patient.
 
In essence a patient access solution would trigger our clinical analytics and population management capabilities to deliver actionable knowledge and
predictive analytics to care providers prior to the clinical encounter.
 
A solution like this could drive a healthcare provider’s ability to manage a patient in a care pathway that may lead to better quality outcomes, lower
readmission rates and improvements in the provider’s overall clinical and operational efficiency all of which impacts their operating margins.
 
We plan to go to market with his third objective in fiscal year 2014 because we believe that the marriage of improved clinical outcomes with
financial margin management is important to our clients and prospects in this environment of changing reimbursement models.
 
Before we turn into this quarter’s financial results I want to take this time to thank those of you participated in our recent public offering.
 
As you know we completed a follow-on public offering of 3.45 million shares of our common stock priced at $6.50 that generated net proceeds to
the company of $20,750,000.
 
I am pleased to report that the offering was oversubscribed and many of our current institutional shareholders took part in the secondary offering.
 
Your continued support is greatly appreciated and does not go unnoticed by the company.
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Returning to this quarter’s financial results I want to remind everyone that we projected at the beginning of the year that our coding solutions or
Collabera sales would occur more in the second half of the year which we are seeing and that they would be weighted to a perpetual license model
rather than our SAS based model.
 
This has largely been the case. For example as you know there was a multimillion dollar Collabera of perpetual license contract in late Q2 of this
fiscal year.
 
However as we move sales prospects through the sales pipeline in the last three months our teams have been very successful in converting potential
perpetual license opportunities to the SAS delivery model opportunities.
 
This is clearly the desired outcome as we are committed to building this company for the long run. It is also a better delivery model for our clients at
a time when capital access continues to be more constrained for them.
 
That change in revenue mix however has affected our topline revenue forecast for the balance of fiscal year 2013 and 2014 as well.
 
Therefore last month we provided updated financial guidance for fiscal year 2013 revenue in the range of $29 million to $31 million. And we offered
our first look at projected spending for fiscal 2014 in the range of $35 million to $37 million based on an organic growth rate of 20%.
 
This fiscal year 2014 projection does not reflect any potential revenue for inorganic growth options.
 
As we said earlier revenue for the quarter was $6.7 million. Approximately 80% of that revenue is recurring of which 34% is SAS revenue.
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New contract bookings were $6.5 million in the quarter — 125% increase as compared to Q3 of fiscal year 2012. Further those new contract
bookings were an increase of 23% over Q2 of this year.

 
We continue to invest in our sales organization. And as we move into 2014 we expect the sales organization to grow by approximately 20%.

 
Our backlog at quarter end was $55 million — up from $48.7 million in Q3 last year and up from $51.9 million in the previous quarter.

 
This is a 13% increase over the prior year and a 6% increase over Q2 of this year.

 
And finally as with last quarter I want to remind everyone that most of our implementation timing is driven by our clients.

 
And given the many demands their ID departments are facing we are rarely able to move as quickly as we wish we could.

 
We continue to see this resource issue among our clients and it continues to have a negative impact on our revenue recognition.

 
I mentioned last quarter that we were understaffed in our implementation department. But that is no longer the case.

 
We have hired new associates and are now at full headcount. It also bears noting that for Q3 and likely continuing through Q1 of 2014 we will see
some negative margin impact on our
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maintenance and support line as we provide our clients with the inversion upgrades to comply with the forthcoming ICD-10 change.

 
These inversion upgrades are included in our support agreements and therefore are not billable. This primarily impacts our AccessAnywhere and
Collabera clients and will over time reduce our own direct costs of support as clients are standardized on the same version.

 
This is a key component of our strategy to seek margin improvement as we scale this enterprise.

 
I will now turn the call over to Nick Meeks, our CFO to review more of the specifics of the third quarter with you. Nick?

 
Nick Meeks:  Thank you Bob and good afternoon everyone. I’d like to review some factors underlying the financial results for the quarter ending October 31,

2013.
 

Adjusted EBITDA for the quarter was $0.6 million compared with $1.6 million in the same quarter of last fiscal year.
 

Let me start by noting that during this period last year we experienced a trough in hiring and a peak in vacancy which had a positive effect in our
adjusted EBITDA for that quarter.

 
So turning to operating expenses for this third quarter three items deserve special mention. First we began recording consulting expenses related to
our SOX compliance effort.

 
Second we made substantive investments in our quota carrying sales force. And third we closed the GAAP in implementation associate hiring — a
shortfall that Bob mentioned in last quarter’s conference call.
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Moving now to non-operating expenses let me speak to two items that contributed significantly to our net loss in the quarter.

 
Similar to our most recent quarters we incurred a charge of approximately $400,000 to mark to market outstanding warrant liability on our balance
sheet.

 
And as stated in our press release on November 14 we completed the final announced settlement with Interpoint Partners — an acquisition we made
in December of 2011.

 
The settlement expense of $4.1 million was comprised of three parts — a $1.3 million cash payment, a $900,000 note maturing over three years and
400,000 common shares of streamlined stock which had a $2 per share nominal value as defined in the original purchase agreement but which
accounting standards dictated that we mark to market after this quarter.

 
We will subsequently mark those shares to market in January when they’re issued and that will be the final accounting event for this earn-out.

 
Finally I want to comment on our cash balance. We ended the quarter with $4.3 million of cash on the balance sheet.

 
This number is net of a $3 million payment related to clinical analytic software transaction with Montefiore Medical Center that was announced
during Q3.

 
Absent that investment our cash balance would have been $7.3 million — up $1.9 million in the third quarter.
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As I mentioned in our first quarter earnings call when I had just taken the CFO role our company would improve its cash balance every quarter for
the remainder of fiscal year ‘13. I’m pleased to report that we are doing just that.

 
As Bob already mentioned after the quarter close we conducted a successful follow-on offering completed on November 27 generating net proceeds
to the company of $20,750,000 in cash. Clearly these numbers do not include those cash proceeds.

 
That concludes my remarks about the third quarter of this fiscal year. I will now turn the call back over to Bob Watson our CEO. Bob?

 
Bob Watson:  Thanks Nick. As we’ve noted today and in prior calls we will continue to focus on the long term strength and stability of our revenue stream by

driving whenever possible our sales contracts to the SAS model and when renewing our maintenance and support agreements for perpetual license
clients to make those agreements long term as well.

 
We will continue to seek incremental revenue in bookings from cost selling our solutions into our existing clients.

 
In fact subsequent to the end of Q3 we cross sold our analytics solution to a longtime client of our enterprise content management solution or
AccessAnywhere.

 
Cross-selling will continue to be an important part of our growth and momentum especially as we add new clients via acquisition.

 
Our cross-sell teams have done well however we believe the runway for growth from this avenue remains significant.
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In terms of our net new clients our analytics solution suite is driving opportunity for growth. We materially expanded that solution during the quarter
with the addition of the Clinical Analytics solution discussed earlier.

 
Overall our analytics suite continues to gain demonstrable traction with sales prospects that are seeking to improve their decision making based on
the actionable knowledge we can deliver them by mining their financial and their clinical data.

 
As I said before we believe that health care organizations seek actionable knowledge, not just information. And our solutions give them the
actionable knowledge to enable them to perform better both clinically and financially.

 
In closing I want to thank our entire team of associates for their hard work, results and support of management’s strategic plan.

 
We have seen our teams grow and mature during this fiscal year. The knowledge we have learned this year positions us well as we move into 2014.

 
As I have said before this is not a sprint. This is a marathon. We are still in the first 10 kilometers of the race.

 
I will now turn the call over to the operator for our question and answer session. Operator?

 
Operator:  Thank you very much. If you’d like to ask a question please press Star 1 on your telephone keypad.
 

If you are using a speakerphone please make sure your mute function is turned off to allow your signal to reach our equipment.
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Once again if you have a question its Star 1. We’ll take our first question from Matt Hewitt with Craig-Hallum Capital Group.

 
Matt Hewitt:  Good afternoon gentlemen. Thank you for taking our questions.
 
Bob Watson:  Thanks Matt ((inaudible)).
 
Matt Hewitt:  First one for me the deal that you are able to convert at the end of the third quarter from perpetual licenses to SAS could you give us a little bit

of color as far as who that customer is, the - I mean I don’t know if you’re willing to give us the size of that opportunity. Any details I guess would
be helpful?

 
Bob Watson:  So a give you what I can give you obviously. The client or potential client is a nontraditional buyer which frankly in my own view is probably a

reason we had to late in the game shift from SAS, from perpetual license to SAS.
 

You know, the other part of that transaction when it switches like that in the last three or four days of the quarter it takes a while to redo the legal
work.

 
We’re negotiating that agreement now. We’re in several turns of it. As I said earlier prepared remarks we expect that agreement to close this quarter.

 
Matt Hewitt:  Okay great. Thank you.
 

The Clinical Analytics licensing agreement I guess eventually become an acquisition but the licensing agreement how quickly do you think that you
can get that integrated with the rest of your analytics platform? And what kind of demand are you anticipating for that offering?
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Bob Watson:  So we’re - our plan is to finalize our go to market planning in January and train our sales organization in January and start to move forward with

sales on a solution in the third quarter of fiscal 2014.
 

That said, you know, there’s a as you know, you follow the market, so there’s tremendous activity around alternative care organizations, to risk based
payment contracts. We need to drive clinical information to the front end of the care process.

 
And so we think, you know, that it should be a pretty significant as I said in the call for us, I think a market changing (jump) for us as we go into
2014.

 
Matt Hewitt:  Okay. Maybe a couple more for me and then I’ll hop back into queue. Could you provide a little bit of an update on the Collabera suite?
 

Obviously, you know, it’s been a hot topic this year. We know it’s going live October 1. We know that hospitals are behind the curve as far as getting
systems implemented and ready to go.

 
But as you talk to customers what are you hearing from them as far as their desire to get that implemented as quickly as possible?

 
And as it relates to you obviously you’ve got a full implementation team it sounds like now. How quickly can you flip the switch and get them the
systems they need?

 



Bob Watson:  You know, it’s interesting, I think I said this on prior calls and I think it’s worth noting first that I think if an organization hasn’t started
deployment of computer assisted coding by now it’s unlikely that the computer assisting coding component will be online by 10-1 because of (the
team).
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That said we publicly announced a month or two ago a concurrent dual coding solution which essentially allows the case to be (coded) in 9. The
codes for 10 are suggested to the coder and then the coder has to make the decision as opposed to the computer making the decision.

 
You know, we think those types of offerings that are essentially bridges to solving the problem are critical given the fact that the decision making by
many of the hospitals has been delayed for any number of reasons, internal resource constraints, acknowledgment that there - that they didn’t have
the resources to take on the challenges or something like that.

 
So it - from our standpoint we think that the market for the Collabera suite is not a Y2K problem. I mean this is an opportunity where the potential
growth for us plays out well into 2015 as well because people just aren’t going to be ready.

 
Matt Hewitt:  Okay. All right one more for me and then I’ll hop back in the queue.
 
Bob Watson:  Sure.
 
Matt Hewitt:  You mentioned some nice additions to sales headcount and implementation headcount. Where does your sales team stand today? Obviously it

sounds like you’re going to add 20% to that next year. But where does it stand today?
 
Bob Watson:  You know, I think we’re approaching what I would consider to be our full pool in terms of sales. We actually just hired someone else today.
 

So that theme continues to mature. We’ve been pretty pleased with our ability during the last quarter to fill in for the two planned and the two
departures that we talked about in the last call. One was planned and one was unplanned.
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And we continue to be able to attract we think a sales team that’s comes with a positive track record and a level of maturity that differentiates us
from our competitors. So we’re pretty pleased where we’re at in that process.

 
Matt Hewitt:  And is it - where are you sitting today number-wise?
 
Bob Watson:  You know, we’re somewhere between 12 and 13...
 
Matt Hewitt:  Okay.
 
Bob Watson:  ...moves around a little bit. And just because of puts and takes. But the entire sales marketing organization itself is 16. We’re talking about

quota carrying in the earlier number but we’re about 16 people in the sales and marketing organization today.
 
Matt Hewitt:  Okay great. Thank you. I’ll hop back into queue.
 
Bob Watson:  You’re welcome.
 
Operator:  Once again it’s Star 1 to ask a question. We’ll take our next question from Frank Sparacino from First Analysis.
 
Frank Sparacino:  Hi guys, just wanted to start with ICD-10 in terms of the earlier comment about the negative impact on the maintenance and support side of

things.
 

And just wondered if you could elaborate a little bit more in terms of what’s required on your side, you know, above obviously upgrading the
systems for ICD-10.
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But does that suggest that you have additional staff or what investments do you need to make in order to get your clients up?

 
Bob Watson:  Yes so we’ve made those investments during the quarter and I think in terms of headcount investment. So anyone who is a client of our - any of

our core solutions inside the Collabera suite in certain of our access any clients were we provide them coding workflows those mainly port
agreements require that we upgrade them to be compatible with ICD-10, not computer assisted coding, not concurrent dual coding but that their
current version of software is compatible with the ICD-10 code.

 
So there’s some level of work. You know, we probably have at least a dozen or so of those projects in process at the moment. And, you know, that
will continue - that number of projects will increase through at least the first quarters of 2015 which creates a little bit of a margin drag as I said in
the prepared remarks on our maintenance and support line.

 
That said at the end of that process we should have some consistency in terms of version control. And everybody will be on the same platform so
that we should then easily return back to our traditional margins in that area. So it’s a near term three quarter kind of impact kind of thing.



 
Frank Sparacino:  And can you quantify at all Bob, I mean is it, you know, 100 basis points what’s the extent of the impact?
 
Bob Watson:  You know it’s - let me think about this. Let me be precise here. So, you know, if our margins in that business are, you know, we’re probably

talking about probably 100 basis points kind of number I think you’re probably in the ballpark.
 
Frank Sparacino:  Okay.
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(Crosstalk)

 
Frank Sparacino:  And then just lastly sorry go ahead...
 
Bob Watson:  What I was going to say is I give you all try to give you a little more clarity when we do the Q4 call in a couple months from now. But I don’t

think it’s going to be any worse than 100 basis points impact.
 
Frank Sparacino:  Okay. Fair enough. And then lastly I just wanted to kind of dig in. So, you know, if we look at obviously bookings this year from a SAS

perspective are going to be down significantly from the prior year, you know, which was very strong.
 

But, you know, other than that I’m just trying to figure out exactly, you know, what’s happened on the opportunity anywhere side of things this year
versus last year as to why we’ve see in the momentum slow in that business?

 
Bob Watson:  You know I think it’s - I think there has been some momentum slowness. But again I don’t think it’s driven by anything other than decision

cycle lengthening for our clients.
 

I mean this is a very big difficult time for health systems Frank. I mean they’re, you know, they’re faced with trying to decide what to do about ICD-
10.

 
We got a little bit of good news around the pushing out of the meaningful use phase 2 and 3.

 
You know, I think what we’ve seen is that the opportunities in the pipeline continue to, you know, analytics continues to represent more than 50% of
our pipeline and continues to grow as the pipeline grows.
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I think the decision cycles have gotten a little longer. And I don’t think that’s reflective of anything other than the fact that the amount of noise and
pressure that CFOs are under today it’s a really difficult time to be a hospital CFO.

 
And the road they’re facing in front of them is quite complicated. And so any slowdown in that particular solution is primarily reflective I think of
that pressure.

 
The other thing we’ve seen too is that in 2012 the average terms were 60 months. We’re seeing a shortening of terms just because of competitive
pressure from a competitor so meaning that our competitors are offering shorter term arrangements we pretty much stuck on the five year term
backed up to the four year terms this year which has an impact on bookings.

 
Frank Sparacino:  Okay great. Thank you.
 
Operator:  And again it’s Star 1 to ask a question. We’ll take a follow-up from Matt Hewitt with Craig-Hallum Capital Group.
 
Matt Hewitt:  Just a follow-up on the acquisitions. You had previously discussed in your press release. You’ve got one that you are expecting to close this

quarter.
 

Have you been able to garner any additional details for us on the second one? I think that that one was a little bit more vague. Just trying to
understand the opportunity there when you think that may close. Is that potentially a Q4 event or do you think that may be more likely Q1?

 
Bob Watson:  I think it’s most likely a Q1 event. The challenge on that particular acquisition and the reason, you know, we were provided less information is

we’re still awaiting audited financial statements.
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There - the company had not gone through an audit process. They’re in the middle of it now. And as you can imagine for a relatively young company
going through an audit process for the first time can be a little bit complicated.

 
And but from a timing perspective, you know, it’s, you know, a Q1 opportunity for us.

 
Matt Hewitt:  Okay. And the - remind me but I think the first acquisition which should close this quarter was sold as a perpetual license.
 



I would expect that you are - you’d be - you will be able to convert that to a SAS offering. How quickly can you do that? How quickly can you get
that integrated in with the rest of your platform?

 
Bob Watson:  You know, again as we did with Meda so if we - if you go back to August 2012 Meda is primarily a perpetual license business.
 

They had some term licenses but for all intents and purposes it was a licensed business as opposed to a - any other delivery model.
 

It took our sales organization, you know, the better portion of a 14 months to reposition the buyers in the pipeline to consider those solutions on a
SAS basis.

 
The - in that particular case the technology effort of development effort to move that platform to SAS most of that work had been done by the prior
management team. So the real development effort around Meda has been integrating it to the other solutions.

 
As it relates to the proposed first acquisition again you have a situation where it’s a relatively mature company.
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Their solutions are deployed in clients that actually at the client site they essentially deploy it as if it was SAS based so that the actual development
work to make it available in a SAS model is not a significant amount of work.

 
The real work is around integrating that solution with AccessAnywhere, Collabera, and the Opportunity Anywhere Suite which today includes the
Clinical Analytics from Montefiore.

 
So there is some work. It’s, you know, I think in our own development cycle as it did with Meda you’re looking at a nine to 12 month development
cycle to get it integrated. In the meantime the solutions will be sold as is.

 
I think it’s important to note as we highlighted in our investor presentations posted is that certain number of the current clients of acquisition number
one are current clients of streamline.

 
And in effect that gives us a large lab to do the integration work. In many of those cases we’re taking feeds from that particular solution today.

 
So some of the work’s - a lot of - some of the work’s been done. So it’s a really quite positive outcome for us.

 
Matt Hewitt:  Okay great. Thank you very much for the update.
 
Bob Watson:  You’re welcome.
 
Operator:  And at this time there are no further questions in the phone queue.
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Bob Watson:  Well thank you all for joining us today and we appreciate your continued support and interest in Streamline. We’ll look forward to talking to

you at the end of the next quarter. Thank you.
 
Operator:  This does conclude today’s conference. We thank you for your participation.
 

END
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