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Approximate date of commencement of proposed sale to the public: As soon as practicable after the effective date
of this registration statement.

If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933 check the following box. [ ]

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
please check the following box and list the Securities Act registration statement number of the earlier effective
registration statement for the same offering. [ ]

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering. [ ]

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering. [ ]

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated
filer,” “smaller reporting company” and “‘emerging growth company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer [ ] Accelerated filer
Non-Accelerated filer [ ]
(Do not check if a smaller Smaller reporting company [X]
reporting company)

Emerging growth company [X]

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided to Section 7(a)(2)(B) of the
Securities Act. [X]
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CALCULATION OF REGISTRATION FEE

Estimated
Amount to Proposed Proposed
Title of Each Maximum p. Amount of
.. be . Maximum . .
Class of Securities . Offering Registration
. Registered . Aggregate
to be Registered Price . Fee (2)
) Offering
per Share .
Price

Series A Preferred Stock, $0.001 par value per

$ 200,000 $ 25.00 $ 5,000,000 (1) $ 579.50 (3)
share

1) Estimated solely for the purpose of calculating the registration fee pursuant to Rule 457(a) under the Securities
Act of 1933, as amended.

(2) Calculated pursuant to Rule 457(a) based on an estimate of the proposed maximum aggregate offering price.

(3) A registration fee of $579.50 was previously paid.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay
its effective date until the Registrant shall file a further amendment which specifically states that this
Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of
1933 or until the Registration Statement shall become effective on such date as the Commission, acting
pursuant to said Section 8(a), may determine.
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The information in this preliminary prospectus is not complete and may be changed. These securities may not
be sold until the registration statement filed with the Securities and Exchange Commission is effective. This
preliminary prospectus is not an offer to sell these securities and we are not soliciting an offer to buy these
securities in any jurisdiction where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED SEPTEMBER 21 , 2017

Filed pursuant to Rule 424(b)(3)
PROSPECTUS Registration No. 333- 220493

Medical Transcription Billing, Corp.
200,000 Shares of 11% Series A Cumulative Redeemable Perpetual Preferred Stock
$25.00 per Share

Liquidation Preference $25.00 per Share

We are offering 200,000 shares of our 11% Series A Cumulative Redeemable Perpetual Preferred Stock, which we
refer to as the Series A Preferred Stock.

Dividends on the Series A Preferred Stock offered hereby are cumulative from the first day of the calendar month in
which they are issued, and will be payable on the fifteenth day of each calendar month, when, as and if declared by

our board of directors. Dividends will be payable out of amounts legally available therefor at a rate equal to 11% per
annum per $25.00 of stated liquidation preference per share, or $2.75 per share of Series A Preferred Stock per year.

Commencing on November 4, 2020, we may redeem, at our option, the Series A Preferred Stock, in whole or in part,
at a cash redemption price of $25.00 per share, plus all accrued and unpaid dividends to, but not including, the
redemption date. The Series A Preferred Stock has no stated maturity, will not be subject to any sinking fund or other
mandatory redemption, and will not be convertible into or exchangeable for any of our other securities.
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Holders of the Series A Preferred Stock generally will have no voting rights except for limited voting rights if
dividends payable on the outstanding Series A Preferred Stock are in arrears for eighteen or more consecutive or
non-consecutive monthly dividend periods.

Our Series A Preferred Stock currently trades on the Nasdaq Capital Market, with the trading symbol “MTBCP.” The
last reported sale price of our Series A Preferred Stock on September 19, 2017 was $25.55 per share.

We have retained H.C. Wainwright & Co., LLC, as our exclusive lead placement agent and Boenning & Scattergood,
Inc. as co-placement agent to use their reasonable best efforts to solicit offers to purchase the securities in this
offering. The placement agents have no obligation to buy any of the securities from us or to arrange for the purchase
or sale of any specific number or dollar amount of the securities. If we sell all 200,000 shares of Series A Preferred
Stock we are offering pursuant to this prospectus, at the offering price of $25.00 per share, we will receive
approximately $5.0 million in gross proceeds and approximately $4.4 million in net proceeds, after deducting the
placement agent fee and estimated offering expenses payable by us. If we sold 67% or 33% of the maximum amount
offered, our net proceeds would be approximately $2.9 million or $1.4 million, respectively. Because there is no
minimum offering amount required as a condition to closing in this offering, the actual public offering amount,
placement agent fees and proceeds to us, if any, are not presently determinable and may be substantially less than the
total maximum offering amounts set forth above. Although the amount of our working capital would be less, we do
not believe our inability to raise any minimum amount in this offering will have a material impact on us.

This offering may be closed without further notice to you. We have not arranged to place the funds from investors in
an escrow, trust or similar account.

Investing in our Series A Preferred Stock involves significant risks. You should carefully consider the risk
factors beginning on page 10 of this prospectus and the risk factors incorporated by reference into this
prospectus before purchasing any of the Series A Preferred Stock offered by this prospectus.
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NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY OTHER REGULATORY
BODY HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR PASSED UPON THE
ADEQUACY OR ACCURACY OF THIS PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY
IS A CRIMINAL OFFENSE.

Per

Share
Public offering price $ 25.00
Placement agent fees (1) $ 2.50

Proceeds, before expenses, to MTBC ~ $ 22.50

See “Plan of Distribution” for a description of the compensation payable to the placement agents; including
reimbursable expenses.

(D

The Company expects to deliver the shares against payment in New York, New York on or about September __, 2017.

CONCURRENT OFFERING

On May 9, 2016, our Registration Statement on Form S-3 (File No. 333-210391) was declared effective under the
Securities Act of 1933, as amended, with respect to the primary sale, in one or more offerings, of any combination of
our preferred stock and common stock having an aggregate initial offering price of up to $20,000,000. We have sold
138,235 shares of our Series A Preferred Stock and 1,000,000 shares of common stock pursuant to such registration
statement, and distributed 5,104 shares of common stock at no charge to clients via our Client Loyalty Program, also
pursuant to such registration statement. The resale of such publicly tradable shares of our preferred stock and common
stock, or the potential for such sales, could have an adverse effect on the market price of our Series A Preferred Stock.

We are subject to limitations under General Instruction 1.B.6 of Form S-3, and due to this limitation we have a
restriction on the value of any new securities we can issue under that registration statement as of the date of the filing.

Lead Placement Agent
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H.C. Wainwright & Co.

Co-Placement Agent

Boenning & Scattergood, Inc.

The date of this prospectus is , 2017
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You should rely only on the information contained or incorporated into this prospectus. Neither we nor the
placement agents have authorized anyone to provide any information or to make any representations other
than those contained in this prospectus or in any free writing prospectuses we have prepared. We take no
responsibility for, and can provide no assurance as to the reliability of, any other information that others may
give you. This prospectus is an offer to sell only the securities offered hereby, but only under circumstances and
in jurisdictions where it is lawful to do so. The information contained in this prospectus is current only as of its
date. You should also read this prospectus together with the additional information described under “Where
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You Can Find More Information’ and ‘“Incorporation of Information by Reference.”

Unless the context otherwise requires, we use the terms “MTBC,” “we,” ¢

Medical Transcription Billing, Corp. and its consolidated subsidiaries.

us,” “the Company” and “our” to refer to

10
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Special Note Regarding Forward-Looking Statements

This prospectus, including the sections entitled “Prospectus Summary,” “Risk Factors” and “Use of Proceeds,” as well as the
information we incorporated by reference from our Annual Report on Form 10-K for the year ended December 31,

2016 and other documents, contain forward-looking statements within the meaning of the federal securities laws.

These statements relate to anticipated future events, future results of operations or future financial performance. In

some cases, you can identify forward-looking statements by terminology such as “may,” “might,” “will,” “should,” “intends,”
“expects,” “plans,” “goals,” “projects,” “anticipates,” “believes,” “estimates,” “predicts,” “potential,” or “continue” or the nega
terms or other comparable terminology.

LR T3

99 ¢ 29 ¢ 9 ¢ 29 ¢ LT3

These forward-looking statements are only predictions, are uncertain and involve substantial known and unknown

risks, uncertainties and other factors which may cause our (or our industry’s) actual results, levels of activity or
performance to be materially different from any future results, levels of activity or performance expressed or implied

by these forward-looking statements. The “Risk Factors” section of this prospectus sets forth detailed risks, uncertainties
and cautionary statements regarding our business and these forward-looking statements. 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 acquired
businesses into our infrastructure;

our ability to comply with covenants contained in our credit agreement, as amended, with our senior secured lender,
Opus Bank and other future debt facilities;

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

our ability to attract and retain key officers and employees, including Mahmud Haq and other personnel critical to
growing our business and integrating 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;

11
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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 client and patient information; and

our ability to repay the outstanding purchase price we owe for the MediGain acquisition.
We cannot guarantee future results, levels of activity or performance. You should not place undue reliance on these
forward-looking statements, which speak only as of the date of this prospectus. These cautionary statements should be
considered with any written or oral forward-looking statements that we may issue in the future. Except as required by
applicable law, including the securities laws of the U.S., we do not intend to update any of the forward-looking
statements to conform these statements to reflect actual results, later events or circumstances or to reflect the

occurrence of unanticipated events. Our forward-looking statements do not reflect the potential impact of any future
acquisitions, mergers, dispositions, joint ventures or other investments or strategic transactions we may engage in.

il

12
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Prospectus Summary

The following summary highlights selected information contained in this prospectus. This summary does not contain
all the information that may be important to you. You should read the more detailed information contained in this
prospectus, including but not limited to, the risk factors beginning on page 10 .

Medical Transcription Billing, Corp., together with its consolidated subsidiaries (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 is
designed to help our clients increase revenues, streamline workflows and make better business and clinical decisions,
while reducing administrative burdens and operating costs. We employ a highly educated workforce of more than
1,800 people in Pakistan and Sri Lanka, where we believe labor costs 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 consists of:

Practice management software and related tools, which facilitate the day-to-day operation of a medical practice;
Electronic health records (or EHR), which are easy to use, highly ranked, and allow our clients 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.

Adoption of our solutions requires little or no upfront expenditure by a provider. Additionally, our financial
performance is linked directly to the financial performance of our clients because the vast majority of our revenues is
based on a percentage of our clients’ collections. The standard fee for our complete, integrated, end-to-end solution is
among the lowest in the industry.

Our offshore operations in Pakistan and Sri Lanka accounted for approximately 28% of total expenses for the six
months ended June 30, 2017. A significant portion of those expenses were personnel-related costs (approximately

13
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79% of expenses for the six months ended June 30, 2017). Personnel-related costs for comparably educated
employees are significantly lower in Pakistan and Sri Lanka than in the U.S. and many other offshore locations,
therefore our Pakistan and Sri Lanka operations give us a competitive advantage over many industry participants.
Most of the medical billing companies that we have acquired use domestic labor or subcontractors from higher cost
locations to provide all or a substantial portion of their services. We are able to achieve significant cost reductions as
we leverage technology to reduce manual work and strategically transition a portion of the remaining manual tasks to
our highly-specialized, cost-efficient team in the U.S., Pakistan and Sri Lanka.

Our principal executive offices are located at 7 Clyde Road, Somerset, New Jersey, 08873, and our main telephone
number is (732) 873-5133.

Our Growth Strategy

Our growth strategy involves two primary approaches: acquiring smaller RCM companies and then migrating the
clients of those companies to our solutions, as well as growing organically through referrals from industry partners
and our clients. The RCM service industry is highly fragmented, with many local and regional RCM companies
serving small medical practices. We believe that the industry is ripe for consolidation and that we can achieve
significant growth through acquisitions. We further believe that it is becoming increasingly difficult for traditional
RCM companies to meet the growing technology and business service needs of healthcare providers without a
significant investment in information technology infrastructure.

We believe we will also be able to further accelerate organic growth by partnering with industry participants, utilizing
them as channel partners to offer integrated solutions to their clients. We have entered into arrangements with industry
participants from which we began to derive revenue starting in mid-2014, including emerging EHR providers and
other healthcare vendors that lack a full suite of solutions. We have developed application interfaces with numerous
EHR systems, together with device and lab integration.

14
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MediGain Acquisition

On October 3, 2016, MTBC Acquisition, Corp., our wholly-owned subsidiary (“MAC”), acquired substantially all of the
assets of MediGain, LLC, a Texas-based medical billing company, and its subsidiary, Millennium Practice
Management Associates, LL.C, a New Jersey-based medical billing company (together, “MediGain”).

Prior to MAC’s acquisition of MediGain, MediGain was experiencing client attrition and revenues were declining. We
believe that the annualized revenue from MediGain clients in good standing at the time of the acquisition was at least
$10 million; however, there can be no assurance that this estimate is accurate or that revenue will not continue to
decline. At the time of acquisition, MediGain employed approximately 150 U.S.-based employees, approximately 200
offshore employees in India and Sri Lanka, as well as several hundred employees of India-based subcontractors.

The Company has reduced MediGain’s expenses, through a combination of eliminating third-party subcontractors,
reducing personnel expenses by leveraging technology and the Company’s specialized global team, reducing the size
and cost of facilities in the U.S., reducing the need for third-party software by leveraging MTBC’s technology
platform, and eliminating the need for separate administrative overhead expenses.

The total purchase price for MediGain was $7 million, which was payable to Prudential Insurance Company of
America and Prudential Retirement Insurance and Annuity Company (together, “Prudential”). MTBC made an initial $2
million payment to Prudential at closing, and, pursuant to an amendment to the acquisition documents, the parties
agreed that the remaining $5 million would be paid in two installments: $3 million by March 9, 2017 and $2 million

by May 15, 2017. Commencing January 3, 2017, interest began to accrue on the $2 million portion of the remaining
purchase price at a rate of 18% until paid in full; however, our agreement with Prudential did not provide for any
interest on the remaining $3 million. Our payment obligation to Prudential is neither secured by collateral, nor
otherwise supported by a guarantee.

We have not yet repaid the remaining $5 million plus accrued interest owed to Prudential, and as a result, our payment
obligations to Prudential are past due. Our inability to repay the remaining purchase price is due to a lack of funds.
Although our existing credit agreement with Opus Bank required us to obtain the bank’s consent prior to making any
payment to Prudential, on September 8, 2017, we entered into an agreement with Opus Bank pursuant to which (i) we
repaid all of the term debt owed to Opus Bank, (ii) the requirement to obtain Opus Bank’s consent was removed, (iii)
the requirement to apply offering proceeds towards repayment of amounts due to Opus Bank was removed, and (iv)
the maturity date of our $2 million line of credit with Opus Bank was changed to March 31, 2018. Accordingly, we
are engaged in an active dialogue with Prudential and we believe that we will reach a mutually satisfactory agreement
on payment terms. Since we do not have complete control over this process, we are unable to guarantee that the
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parties will reach a mutually satisfactory agreement on terms, nor can we predict with certainty the modified payment
terms (including the amount and timing of payments) as well as other amendments that would be acceptable to
Prudential. We do believe, however, that the more capital we raise, the sooner we will be able to satisfy our
obligations to Prudential on terms acceptable to us.

On March 29, 2017 Prudential sent a written notice to us demanding payment. If 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. While our obligation to Prudential is unsecured, the Series A Preferred Stock effectively ranks
junior to the amounts owed to Prudential, and if we are forced to liquidate our assets to pay Prudential and our other
creditors, we may not have sufficient assets to pay amounts due on any or all of the Series A Preferred Stock then
outstanding. See “Risk Factors - The Series A Preferred Stock ranks junior to all of our indebtedness and other
liabilities” on page 10 . Also, 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. See “Risk Factors — Risks Related to
Our Acquisition Strategy” on page 14 .

Summary Financial Information

The historical consolidated statement of operations data for MTBC presented below for the years ended December 31,
2015 and 2016 have been derived from our audited financial statements which are incorporated herein by reference.
Our historic condensed consolidated statements of operations data for MTBC for the six-month periods ended June
30, 2016 and 2017 are derived from our unaudited condensed consolidated financial statements which are
incorporated herein by reference. Our unaudited condensed consolidated financial statements were prepared on a basis
consistent with our audited financial statements and include, in our opinion, all adjustments, consisting only of normal
recurring adjustments that we consider necessary for a fair presentation of the financial information set forth in those
statements. Our historical and pro forma results are not necessarily indicative of the results that may be expected in
the future, and our interim results are not necessarily indicative of the results that may be expected for the full year or
any other period.

We derived the summary unaudited pro forma condensed combined financial data for MTBC for the year ended
December 31, 2016 from the unaudited pro forma condensed combined financial statements incorporated herein by
reference. These pro forma financial data reflect the acquisition of the assets of MediGain and its subsidiaries, WES
Services, Inc. (“WFS”), Renaissance Medical Billing, LLC (‘“Renaissance”) and Gulf Coast Billing, Inc. (Gulf Coast”)
(collectively, the ‘‘Transactions’’).

The unaudited pro forma condensed combined statements of operations for the year ended December 31, 2016 gives
effect to the Transactions as if each of them had occurred on January 1, 2016. You should read this data in conjunction
with the information set forth in the Company’s Current Report on Form 8-K, filed on December 1, 2016, which
describes the Transactions and the related adjustments in greater detail.
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The financial information set forth below are only a summary, and should be read in conjunction with the audited and
unaudited consolidated historical financial statements and the notes thereto for MTBC, which are incorporated herein
by reference.

. . . . Pro Forma
Consolidated Statements of Operations Data Historical MTBC MTBC
Year
Year ended December Six Month ended June ended
31, 30, December
31,

2015 2016 2016 2017 2016

(in thousands, except per share data)
Net revenue $ 23,080 $ 24,493 $ 10,323 $ 16,005 $ 40,825
Operating expenses:
Direct operating costs 11,630 13,417 4,622 9,421 26,587
Selling and marketing 467 1,224 564 624 2,210
General and administrative 11,969 12,459 5,604 5,758 17,711
Research and development 659 901 400 594 901
Change in contingent consideration (1,786 ) (715 ) 411 ) 151 (715 )
Depreciation and amortization 4,599 5,108 2,419 2,973 6,403
Restructuring charges - - - 276 -
Total operating expenses 27,538 32,394 13,198 19,797 53,097
Operating loss (4,458 ) (7,901 ) 2,875 ) (3,792 ) (12,272 )
Interest expense - net 262 646 296 557 4,119
Other income (expense) - net 170 (53 ) 27 ) 75 (34 )
Loss before income taxes (4,550 ) (8,600 ) (3,197 ) 4,274 ) (16,425 )
Income tax provision 138 197 81 127 273
Net loss $ 4688 ) $8797 ) $(3,278 ) $ (4,401 ) $ (16,698 )
Preferred stock dividend 207 753 318 630 753

Net loss attributable to common shareholders $ 489 ) $0550 ) $(3,59 ) $(5,032 ) $(17451)

Weighted average common shares outstanding

Basic and diluted 9,733 10,037 10,044 10,504 10,037
Net loss per share
Basic and diluted $050 ) $@095 ) $@036 ) $©048 ) $ 174 )

As of June 30, 2017
Pro Forma As Adjusted ®
Actual Maximum
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Pro 33% of 67% of
Forma ®  Maximum Maximum
(in thousands)

Cash $ 5,810 $ 4,220 $ 4911 $ 5,657 $ 6,403
Working capital (net)® (4,078 ) (3,461 ) (2,078 ) 586 ) 906
Total assets 26,926 25,335 26,026 26,772 27,518
Total debt 9,886 7,230 6,538 5,792 5,046
Shareholders' equity 11,283 12,348 13,731 15,223 16,715
Other Financial Data Historical MTBC Pro Forma
MTBC D
. Year
Year ended Six Month ended
December 31, ended June December
30, 31,

2015 2016 2016 2017 2016
(in thousands)
Adjusted EBITDA ® $(675) $(605) $80 $154 $ (3,642 )
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The pro forma condensed consolidated statements of operations data for the year ended December 31, 2016 gives
effect to the acquisition of the assets of Gulf Coast, Renaissance, WFS and MediGain as if each of them had
occurred on January 1, 2016. Pro forma revenue for the year ended December 31, 2016 includes $4.5 million of
revenue from customers who cancelled their contracts prior to MTBC’s acquisition of such customers’ contracts.
( )Such revenue is included in the pro forma condensed consolidated statements of operations, even though MTBC
will not generate revenues from those customers. You should read the summary consolidated financial data in

conjunction with the information set forth in the Company’s Current Report on Form 8-K, filed on December 1,
2016.

The pro forma condensed consolidated balance sheet data reflects the issuance of 75,195 shares of Series A
Preferred Stock offered by prospectus supplements filed on August 16, 2017, August 25, 2017 and August 30,

(2)2107, with total net proceeds of approximately $1.6 million, after deducting placement agent fees and other
offering expenses payable by us, and utilizing the net proceeds, plus a portion of our cash as of June 30, 2017, to
repay the $3.2 million of term loans payable to Opus Bank which were outstanding as of June 30, 2017.

The pro forma as adjusted condensed consolidated balance sheet data as adjusted gives effect to our issuance and
sale of 200,000 shares of Series A Preferred Stock in this offering at $25.00 per share, assuming net proceeds of
approximately $4.4 million , after deducting the placement agent fees and estimated offering expenses payable by
us, and utilizing a portion of the net proceeds of this offering to pay a portion of the balance due to Prudential,

(3)subject to arriving at mutually agreeable terms with Prudential. If the number of shares sold was 67% or 33% of
the maximum offered, our cash and total assets would decrease by approximately $0.7 million or $1.5 million,
respectively, and our net proceeds, working capital and shareholders’ equity would decrease by approximately $1.5
million or $3.0 million, assuming that our public offering price remains the same, after deducting placement agent
fees and estimated offering expenses payable by us.

(4)Working capital is defined as current assets less current liabilities.

To provide investors with additional insight and allow for a more comprehensive understanding of the information
used by management in its financial and operational decision-making, we supplement our consolidated financial
statements presented on a basis consistent with U.S. generally accepted accounting principles, or GAAP, with
adjusted EBITDA, a non-GAAP financial measure of earnings. Management uses adjusted EBITDA to provide an
understanding of aspects of operating results before the impact of investing and financing charges and income

(5)taxes. Adjusted EBITDA may be useful to an investor in evaluating our operating performance and liquidity
because this measure excludes non-cash expenses as well as expenses pertaining to investing or financing
transactions. Management defines “adjusted EBITDA” as the sum of GAAP net income (loss) before provision for
(benefit from) income taxes, net interest expense, other (income) expense, stock-based compensation expense,
depreciation and amortization including amortization of purchased intangible assets, integration costs, transaction
costs, and changes in contingent consideration.

The following table contains a reconciliation of our GAAP net loss to adjusted EBITDA.

Historical MTBC
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Pro Forma
MTBC D
Year
Year ended Six Month ended ended
December 31, June 30, December
31,
2015 2016 2016 2017 2016
(in thousands)
GAAP net loss $(4,688) $(8,797) $(3,278) $(4,402) $ (16,698 )
Income tax provision 138 197 81 127 273
Interest expense - net 262 646 296 556 4,119
Other (income) expense - net (170 ) 53 26 (10 ) 34
Stock-based compensation expense 629 1,928 622 208 1,928
Depreciation and amortization 4,599 5,108 2,419 2,973 6,403
Integration and transaction costs 341 976 325 551 1,014
Change in contingent consideration  (1,786) (715 ) (411 ) 151 (715 )
Adjusted EBITDA $675 ) $(605 ) $80 $154 $(3,642 )
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The Offering

The following summary contains basic terms about this offering and the Series A Preferred Stock and is not intended
to be complete. It may not contain all of the information that is important to you. You should read the more detailed
information contained in this prospectus, including but not limited to, the risk factors beginning on page 10. For a
more complete description of the terms of the Series A Preferred Stock, see “Description of the Series A Preferred
Stock.”

Issuer Medical Transcription Billing, Corp.

.. 200,000 shares of 11% Series A Cumulative Redeemable Perpetual Preferred Stock (or “Series A

Securities Offered ’
Preferred Stock™)

Series A Preferred

Stock to be

outstanding after this

offering if the 889,299 shares of Series A Preferred Stock

maximum number of

shares are sold (1

Series A Preferred

Stock to be

outstanding after this

offering if 67% of = 822,632 shares of Series A Preferred Stock
the maximum

number of shares are

sold (1)

Series A Preferred

Stock to be

outstanding after this

offering if 33% of 755,965 shares of Series A Preferred Stock
the maximum

number of shares are

sold (D
Offering Price $25.00 per share of Series A Preferred Stock
Dividends Holders of the Series A Preferred Stock will be entitled to receive cumulative cash dividends at a

rate of 11% per annum of the $25.00 per share liquidation preference (equivalent to $2.75 per
annum per share).
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Dividends will be payable monthly on the 15th day of each month (each, a “dividend payment
date”), provided that if any dividend payment date is not a business day, then the dividend that
would otherwise have been payable on that dividend payment date may be paid on the next
succeeding business day without adjustment in the amount of the dividend. Dividends will be
payable to holders of record as they appear in our stock records for the Series A Preferred Stock
at the close of business on the corresponding record date, which shall be the last day of the
calendar month, whether or not a business day, immediately preceding the month in which the
applicable dividend payment date falls (each, a “dividend record date”). As a result, holders of
shares of Series A Preferred Stock will not be entitled to receive dividends on a dividend
payment date if such shares were not issued and outstanding on the applicable dividend record
date.

Any dividend payable on the Series A Preferred Stock, including dividends payable for any
partial dividend period, will be computed on the basis of a 360-day year consisting of twelve
30-day months; however, the shares of Series A Preferred Stock offered hereby will be credited
as having accrued dividends since the first day of the calendar month in which they are issued.

(1) The number of shares of Series A Preferred Stock to be outstanding immediately after this offering as shown
above is based on 689,299 shares of Series A Preferred Stock outstanding as of September 19, 2017. The number of
outstanding shares excludes 67,000 shares of Series A Preferred Stock reserved for issuance pursuant to grants under
our Amended and Restated Equity Incentive Plan.
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The Series A Preferred Stock has no stated maturity and will not be subject to any sinking fund or
mandatory redemption. Shares of the Series A Preferred Stock will remain outstanding indefinitely
unless we decide to redeem or otherwise repurchase them. We are not required to set aside funds to
redeem the Series A Preferred Stock.

The Series A Preferred Stock is not redeemable by us prior to November 4, 2020. On and after
November 4, 2020, we may, at our option, redeem the Series A Preferred Stock, in whole or in part, at
any time or from time to time, for cash at a redemption price equal to $25.00 per share, plus any
accumulated and unpaid dividends to, but not including, the redemption date. Please see the section
entitled “Description of the Series A Preferred Stock—Redemption—Optional Redemption.”

Upon the occurrence of a Change of Control, we may, at our option, redeem the Series A Preferred
Stock, in whole or in part, within 120 days after the first date on which such Change of Control
occurred, for cash at a redemption price of $25.00 per share, plus any accumulated and unpaid
dividends to, but not including, the redemption date.

A “Change of Control” is deemed to occur when the following have occurred and are continuing:

the acquisition by any person, including any syndicate or group deemed to be a “person” under Section
13(d)(3) of the “Exchange Act (other than Mahmud Haq, the chairman of our board of directors and our
principal shareholder, any member of his immediate family, and any “person” or “group” under Section
13(d)(3) of the Exchange Act, that is controlled by Mr. Haq or any member of his immediate family,
any beneficiary of the estate of Mr. Haq, or any trust, partnership, corporate or other entity controlled
by any of the foregoing), of beneficial ownership, directly or indirectly, through a purchase, merger or
other acquisition transaction or series of purchases, mergers or other acquisition transactions of our
stock entitling that person to exercise more than 50% of the total voting power of all our stock entitled
to vote generally in the election of our directors (except that such person will be deemed to have
beneficial ownership of all securities that such person has the right to acquire, whether such right is
currently exercisable or is exercisable only upon the occurrence of a subsequent condition); and
following the closing of any transaction referred to above, neither we nor the acquiring or surviving
entity has a class of common securities (or American Depositary Receipts representing such securities)
listed on the NYSE, the NYSE MKT or the Nasdaq or listed or quoted on an exchange or quotation
system that is a successor to the NYSE, the NYSE MKT or Nasdagq.

If we liquidate, dissolve or wind up, holders of the Series A Preferred Stock will have the right to
receive $25.00 per share, plus any accumulated and unpaid dividends to, but not including, the date of
payment, before any payment is made to the holders of our common stock. Please see the section
entitled “Description of the Series A Preferred Stock—Liquidation Preference.”
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The Series A Preferred Stock will rank, with respect to rights to the payment of dividends and the
distribution of assets upon our liquidation, dissolution or winding up, (1) senior to all classes or series of
our common stock and to all other equity securities issued by us other than equity securities referred to in
clauses (2) and (3); (2) on a parity with all equity securities issued by us with terms specifically providing
that those equity securities rank on a parity with the Series A Preferred Stock with respect to rights to the
payment of dividends and the distribution of assets upon our liquidation, dissolution or winding up; (3)
junior to all equity securities issued by us with terms specifically providing that those equity securities
rank senior to the Series A Preferred Stock with respect to rights to the payment of dividends and the
distribution of assets upon our liquidation, dissolution or winding up; and (4) effectively junior to all of
our existing and future indebtedness (including indebtedness convertible into our common stock or
preferred stock) and to the indebtedness and other liabilities of (as well as any preferred equity interests
held by others in) our existing subsidiaries and any future subsidiaries. Please see the section entitled
“Description of the Series A Preferred Stock—Ranking.”

Holders of Series A Preferred Stock will generally have no voting rights. However, if we do not pay
dividends on the Series A Preferred Stock for eighteen or more monthly dividend periods (whether or not
consecutive), the holders of the Series A Preferred Stock (voting separately as a class with the holders of
all other classes or series of our preferred stock we may issue upon which like voting rights have been
conferred and are exercisable and which are entitled to vote as a class with the Series A Preferred Stock in
the election referred to below) will be entitled to vote for the election of two additional directors to serve
on our board of directors until we pay, or declare and set aside funds for the payment of, all dividends that
we owe on the Series A Preferred Stock, subject to certain limitations described in the section entitled
“Description of the Series A Preferred Stock—Voting Rights.” In addition, the affirmative vote of the holders
of at least two-thirds of the outstanding shares of Series A Preferred Stock (voting together as a class with
all other series of parity preferred stock we may issue upon which like voting rights have been conferred
and are exercisable) is required at any time for us to authorize or issue any class or series of our capital
stock ranking senior to the Series A Preferred Stock with respect to the payment of dividends or the
distribution of assets on liquidation, dissolution or winding up, to amend any provision of our certificate
of incorporation so as to materially and adversely affect any rights of the Series A Preferred Stock or to
take certain other actions. Please see the section entitled “Description of the Series A Preferred
Stock—Voting Rights.”

Information During any period in which we are not subject to Section 13 or 15(d) of the Exchange Act and any shares

Rights

of Series A Preferred Stock are outstanding, we will use our best efforts to (i) transmit by mail (or other
permissible means under the Exchange Act) to all holders of Series A Preferred Stock, as their names and
addresses appear on our record books and without cost to such holders, copies of the Annual Reports on
Form 10-K and Quarterly Reports on Form 10-Q that we would have been required to file with the SEC
pursuant to Section 13 or 15(d) of the Exchange Act if we were subject thereto (other than any exhibits
that would have been required) and (ii) promptly, upon request, supply copies of such reports to any
holders or prospective holder of Series A Preferred Stock, subject to certain exceptions described in this
prospectus. We will use our best efforts to mail (or otherwise provide) the information to the holders of
the Series A Preferred Stock within 15 days after the respective dates by which a periodic report on Form
10-K or Form 10-Q, as the case may be, in respect of such information would have been required to be
filed with the SEC, if we were subject to Section 13 or 15(d) of the Exchange Act, in each case, based on
the dates on which we would be required to file such periodic reports if we were a “non-accelerated filer”
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within the meaning of the Exchange Act.
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Listing

Use of Proceeds

Risk Factors

Transfer Agent

Certain U.S. Federal
Income Tax
Considerations

Book Entry and
Form

Our Series A Preferred Stock is listed on the Nasdaq Capital Market under the symbol “MTBCP.”

We plan to use a portion of the net proceeds from this offering to pay a portion of the Company’s
outstanding balance due to Prudential, subject to arriving at mutually agreeable payment terms,
and use the remaining net proceeds to fund growth initiatives, and for working capital and
general corporate purposes.

Please read the section entitled “Risk Factors” beginning on page 10 for a discussion of some of
the factors you should carefully consider before deciding to invest in our Series A Preferred
Stock.

The registrar, transfer agent and dividend and redemption price disbursing agent in respect of the
Series A Preferred Stock will be VStock Transfer, LLC.

For a discussion of the federal income tax consequences of purchasing, owning and disposing of
the Series A Preferred Stock, please see the section entitled “Certain U.S. Federal Income Tax
Considerations.” You should consult your tax advisor with respect to the U.S. federal income tax
consequences of owning the Series A Preferred Stock in light of your own particular situation
and with respect to any tax consequences arising under the laws of any state, local, foreign or
other taxing jurisdiction.

The Series A Preferred Stock will be represented by one or more global certificates in definitive,
fully registered form deposited with a custodian for, and registered in the name of, a nominee of
The Depository Trust Company (“DTC”).
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Risk Factors

Investing in our securities involves a high degree of risk. You should carefully consider and evaluate all of the
information contained in this prospectus and in the documents we incorporate by reference into this prospectus before
you decide to purchase our Series A Preferred Stock. The risks and uncertainties described in this prospectus are not
the only ones we face. Additional risks and uncertainties that we do not presently know about or that we currently
believe are not material may also adversely affect our business, business prospects, results of operations or financial
condition. Any of the risks and uncertainties set forth herein, as updated by annual, quarterly and other reports and
documents that we file with the SEC and incorporate by reference into this prospectus could materially and adversely
affect our business, results of operations and financial condition. This could cause the market price of the Series A
Preferred Stock to decline, perhaps significantly, and you may lose part or all of your investment.

Risks Related to this Offering and Ownership of Shares of Our Series A Preferred Stock

The Series A Preferred Stock ranks junior to all of our indebtedness and other liabilities.

In the event of our bankruptcy, liquidation, dissolution or winding-up of our affairs, our assets will be available to pay
obligations on the Series A Preferred Stock only after all of our indebtedness and other liabilities have been paid. The
rights of holders of the Series A Preferred Stock to participate in the distribution of our assets will rank junior to the
prior claims of our current and future creditors and any future series or class of preferred stock we may issue that
ranks senior to the Series A Preferred Stock. Also, the Series A Preferred Stock effectively ranks junior to all existing
and future indebtedness and to the indebtedness and other liabilities of our existing subsidiaries and any future
subsidiaries. Our existing subsidiaries are, and future subsidiaries would be, separate legal entities and have no legal
obligation to pay any amounts to us in respect of dividends due on the Series A Preferred Stock.

We have not yet repaid the remaining $5 million plus accrued interest owed to Prudential for the MediGain
acquisition, and as a result, our payment obligations to Prudential are past due. If 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.

In addition to the foregoing, we have incurred and may in the future incur substantial amounts of debt and other
obligations that will rank senior to the Series A Preferred Stock. At June 30, 2017, our total liabilities (excluding
contingent consideration) equaled approximately $14.9 million, of which $5 million is owed to Prudential for the
balance of the MediGain acquisition price and is past due. If we are forced to liquidate our assets to pay our creditors,
we may not have sufficient assets to pay amounts due on any or all of the Series A Preferred Stock then outstanding.
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Certain of our existing or future debt instruments may restrict the authorization, payment or setting apart of dividends
on the Series A Preferred Stock. Our Credit Agreement with Opus Bank restricts the payment of dividends in the
event of any event of default, including failure to meet certain financial covenants. Our failure to satisfy the payment
obligations to Prudential does not give rise to an event of default under the Credit Agreement. There can be no
assurance that we will remain in compliance with the Opus Credit Agreement, and if we default, we may be
contractually prohibited from paying dividends on the Series A Preferred Stock. Also, future offerings of debt or
senior equity securities may adversely affect the market price of the Series A Preferred Stock. If we decide to issue
debt or senior equity securities in the future, it is possible that these securities will be governed by an indenture or
other instruments containing covenants restricting our operating flexibility. Additionally, any convertible or
exchangeable securities that we issue in the future may have rights, preferences and privileges more favorable than
those of the Series A Preferred Stock and may result in dilution to owners of the Series A Preferred Stock. We and,
indirectly, our shareholders, will bear the cost of issuing and servicing such securities. Because our decision to issue
debt or equity securities in any future offering will depend on market conditions and other factors beyond our control,
we cannot predict or estimate the amount, timing or nature of our future offerings. The holders of the Series A
Preferred Stock will bear the risk of our future offerings, which may reduce the market price of the Series A Preferred
Stock and will dilute the value of their holdings in us.

We may not be able to pay dividends on the Series A Preferred Stock if we fall out of compliance with our loan
covenants and are prohibited by our bank lender from paying dividends or if we have insufficient cash to make
dividend payments.

Our ability to pay cash dividends on the Series A Preferred Stock requires us to have either net profits or positive net
assets (total assets less total liabilities) over our capital, to be able to pay our debts as they become due in the usual
course of business. Our ability to generate and increase adjusted EBITDA (as defined in our loan agreement with
Opus Bank) may be insufficient for us to remain in compliance with our financial covenants with Opus Bank, and if
we do fall out of compliance, our lender may restrict us from making dividend payments.
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Further, notwithstanding these factors, we may not have sufficient cash to pay dividends on the Series A Preferred
Stock. Our ability to pay dividends may be impaired if any of the risks described in this prospectus, including the
documents incorporated by reference herein, were to occur. Also, payment of our dividends depends upon our
financial condition and other factors as our board of directors may deem relevant from time to time. We cannot assure
you that our businesses will generate sufficient cash flow from operations or that future borrowings will be available
to us in an amount sufficient to enable us to make distributions on our common stock, if any, and preferred stock,
including the Series A Preferred Stock to pay our indebtedness or to fund our other liquidity needs.

If our common stock is delisted, the ability to transfer or sell shares of the Series A Preferred Stock may be limited
and the market value of the Series A Preferred Stock will likely be materially adversely affected.

The Series A Preferred Stock does not contain provisions that are intended to protect investors if our common stock is
delisted from the Nasdaq Capital Market. If our common stock is delisted from the Nasdaq Capital Market, it is likely
that the Series A Preferred Stock will be delisted from the Nasdaq Capital Market as well, and as a result, the ability to
transfer or sell shares of the Series A Preferred Stock will be limited and the market value of the Series A Preferred
Stock will likely be materially adversely affected. Moreover, since the Series A Preferred Stock has no stated maturity
date, investors may be forced to hold shares of the Series A Preferred Stock indefinitely while receiving stated
dividends thereon when, as and if authorized by our board of directors and paid by us with no assurance as to ever
receiving the liquidation value thereof.

The market for our Series A Preferred Stock may not provide investors with adequate liquidity.

Our Series A Preferred Stock is listed on the Nasdaq Capital Market. However, the trading market for the Series A
Preferred Stock may not be maintained and may not provide investors with adequate liquidity. The liquidity of the
market for the Series A Preferred Stock depends on a number of factors, including prevailing interest rates, our
financial condition and operating results, the number of holders of the Series A Preferred Stock, the market for similar
securities and the interest of securities dealers in making a market in the Series A Preferred Stock. We cannot predict
the extent to which investor interest in our Company will maintain the trading market in our Series A Preferred Stock,
or how liquid that market will be. If an active market is not maintained, investors may have difficulty selling shares of
our Series A Preferred Stock.

We may issue additional shares of Series A Preferred Stock and additional series of preferred stock that rank on
parity with or above the Series A Preferred Stock as to dividend rights, rights upon liquidation or voting rights.
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We are allowed to issue additional shares of Series A Preferred Stock and additional series of preferred stock that
would rank equally to or above the Series A Preferred Stock as to dividend payments and rights upon our liquidation,
dissolution or winding up of our affairs pursuant to our certificate of incorporation, including the certificate of
designations relating to the Series A Preferred Stock without any vote of the holders of the Series A Preferred Stock.
The issuance of additional shares of Series A Preferred Stock and additional series of preferred stock could have the
effect of reducing the amounts available to the Series A Preferred Stock upon our liquidation or dissolution or the
winding up of our affairs. It also may reduce dividend payments on the Series A Preferred Stock if we do not have
sufficient funds to pay dividends on all Series A Preferred Stock outstanding and other classes or series of stock with
equal priority with respect to dividends.

Also, although holders of Series A Preferred Stock are entitled to limited voting rights, as described in this prospectus
under “Description of the Series A Preferred Stock—Voting Rights,” with respect to the circumstances under which the
holders of Series A Preferred Stock are entitled to vote, the Series A Preferred Stock votes separately as a class along
with all other series of our preferred stock that we may issue upon which like voting rights have been conferred and

are exercisable. As a result, the voting rights of holders of Series A Preferred Stock may be significantly diluted, and
the holders of such other series of preferred stock that we may issue may be able to control or significantly influence
the outcome of any vote.

Future issuances and sales of senior or pari passu preferred stock, or the perception that such issuances and sales could
occur, may cause prevailing market prices for the Series A Preferred Stock and our common stock to decline and may
adversely affect our ability to raise additional capital in the financial markets at times and prices favorable to us.

Market interest rates may materially and adversely affect the value of the Series A Preferred Stock.

One of the factors that influences the price of the Series A Preferred Stock is the dividend yield on the Series A
Preferred Stock (as a percentage of the market price of the Series A Preferred Stock) relative to market interest rates.
Continued increase in market interest rates, which are currently at low levels relative to historical rates, may lead
prospective purchasers of the Series A Preferred Stock to expect a higher dividend yield (and higher interest rates
would likely increase our borrowing costs and potentially decrease funds available for dividend payments). Thus,
higher market interest rates could cause the market price of the Series A Preferred Stock to materially decrease.

10
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Holders of the Series A Preferred Stock may be unable to use the dividends-received deduction and may not be
eligible for the preferential tax rates applicable to “qualified dividend income.”

Distributions paid to corporate U.S. holders of the Series A Preferred Stock may be eligible for the dividends-received
deduction, and distributions paid to non-corporate U.S. holders of the Series A Preferred Stock may be subject to tax
at the preferential tax rates applicable to “qualified dividend income,” if we have current or accumulated earnings and
profits, as determined for U.S. federal income tax purposes. We do not currently have significant accumulated
earnings and profits. Additionally, we may not have sufficient current earnings and profits during future fiscal years
for the distributions on the Series A Preferred Stock to qualify as dividends for U.S. federal income tax purposes. If
the distributions fail to qualify as dividends, U.S. holders would be unable to use the dividends-received deduction
and may not be eligible for the preferential tax rates applicable to “qualified dividend income.” If any distributions on
the Series A Preferred Stock with respect to any fiscal year are not eligible for the dividends-received deduction or
preferential tax rates applicable to “qualified dividend income” because of insufficient current or accumulated earnings
and profits, it is possible that the market value of the Series A Preferred Stock might decline.

Our revenues, operating results and cash flows may fluctuate in future periods and we may fail to meet investor
expectations, which may cause the price of our Series A Preferred Stock to decline.

Variations in our quarterly and year-end operating results are difficult to predict and our income and cash flows may
fluctuate significantly from period to period, which may impact our board of directors’ willingness or legal ability to
declare a monthly dividend. If our operating results fall below the expectations of investors or securities analysts, the
price of our Series A Preferred Stock could decline substantially. Specific factors that may cause fluctuations in our
operating results include:

demand and pricing for our products and services;

government or commercial healthcare reimbursement policies;

physician and patient acceptance of any of our current or future products;
introduction of competing products;

our operating expenses which fluctuate due to growth of our business;

timing and size of any new product or technology acquisitions we may complete; and

variable sales cycle and implementation periods for our products and services.
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Our Series A Preferred Stock has not been rated.

We have not sought to obtain a rating for the Series A Preferred Stock. No assurance can be given, however, that one
or more rating agencies might not independently determine to issue such a rating or that such a rating, if issued, would
not adversely affect the market price of the Series A Preferred Stock. Also, we may elect in the future to obtain a
rating for the Series A Preferred Stock, which could adversely affect the market price of the Series A Preferred Stock.
Ratings only reflect the views of the rating agency or agencies issuing the ratings and such ratings could be revised
downward, placed on a watch list or withdrawn entirely at the discretion of the issuing rating agency if in its judgment
circumstances so warrant. Any such downward revision, placing on a watch list or withdrawal of a rating could have
an adverse effect on the market price of the Series A Preferred Stock.

We may redeem the Series A Preferred Stock.

On or after November 4, 2020, we may, at our option, redeem the Series A Preferred Stock, in whole or in part, at any
time or from time to time. Also, upon the occurrence of a Change of Control (as defined below under “Description of
the Series A Preferred Stock - Redemption”), we may, at our option, redeem the Series A Preferred Stock, in whole or
in part, within 120 days after the first date on which such Change of Control occurred. We may have an incentive to
redeem the Series A Preferred Stock voluntarily if market conditions allow us to issue other preferred stock or debt
securities at a rate that is lower than the dividend on the Series A Preferred Stock. If we redeem the Series A Preferred
Stock, then from and after the redemption date, dividends will cease to accrue on shares of Series A Preferred Stock,
the shares of Series A Preferred Stock shall no longer be deemed outstanding and all rights as a holder of those shares
will terminate, except the right to receive the redemption price plus accumulated and unpaid dividends, if any, payable
upon redemption.

11

34



Edgar Filing: MEDICAL TRANSCRIPTION BILLING, CORP - Form S-1/A

The market price of the Series A Preferred Stock could be substantially affected by various factors.

The market price of the Series A Preferred Stock depends on many factors, which may change from time to time,
including:

prevailing interest rates, increases in which may have an adverse effect on the market price of the Series A Preferred
Stock;

trading prices of similar securities;
our history of timely dividend payments;

the annual yield from dividends on the Series A Preferred Stock as compared to yields on other financial
instruments;

general economic and financial market conditions;
government action or regulation;
the financial condition, performance and prospects of us and our competitors;

changes in financial estimates or recommendations by securities analysts with respect to us or our competitors in our
industry;

our issuance of additional preferred equity or debt securities; and
actual or anticipated variations in quarterly operating results of us and our competitors.
As a result of these and other factors, holders of the Series A Preferred Stock may experience a decrease, which could

be substantial and rapid, in the market price of the Series A Preferred Stock, including decreases unrelated to our
operating performance or prospects.

A holder of Series A Preferred Stock has extremely limited voting rights.

The voting rights for a holder of Series A Preferred Stock are limited. Our shares of common stock are the only class
of our securities that carry full voting rights, and Mahmud Hagq, our Chief Executive Officer, beneficially owns
approximately 43.3% of our outstanding shares of common stock. As a result, Mr. Haq exercises a significant level of
control over all matters requiring stockholder approval, including the election of directors, amendment of our
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certificate of incorporation, and approval of significant corporate transactions. This control could have the effect of
delaying or preventing a change of control of our company or changes in management, and will make the approval of
certain transactions difficult or impossible without his support, which in turn could reduce the price of our Series A
Preferred Stock.

Voting rights for holders of the Series A Preferred Stock exist primarily with respect to the ability to elect, voting
together with the holders of any other series of our preferred stock having similar voting rights, two additional

directors to our board of directors, subject to limitations described in this prospectus entitled “Description of the Series
A Preferred Stock—Voting Rights,” in the event that eighteen monthly dividends (whether or not consecutive) payable on
the Series A Preferred Stock are in arrears, and with respect to voting on amendments to our certificate of

incorporation, including the certificate of designations relating to the Series A Preferred Stock, that materially and
adversely affect the rights of the holders of Series A Preferred Stock or authorize, increase or create additional classes
or series of our capital stock that are senior to the Series A Preferred Stock. Other than the limited circumstances
described in the prospectus and except to the extent required by law, holders of Series A Preferred Stock do not have
any voting rights. Please see the section in this prospectus entitled “Description of the Series A Preferred Stock—Voting
Rights.”

The Series A Preferred Stock is not convertible, and investors will not realize a corresponding upside if the price of
the common stock increases.

The Series A Preferred Stock is not convertible into the common stock and earns dividends at a fixed rate.
Accordingly, an increase in market price of our common stock will not necessarily result in an increase in the market
price of our Series A Preferred Stock. The market value of the Series A Preferred Stock may depend more on dividend
and interest rates for other preferred stock, commercial paper and other investment alternatives and our actual and
perceived ability to pay dividends on, and in the event of dissolution satisfy the liquidation preference with respect to,
the Series A Preferred Stock.
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We will have broad discretion in using the proceeds of this offering, and we may not effectively spend the proceeds.

We intend to use a portion of the net proceeds of this offering to pay a portion of the balance due to Prudential, subject
to arriving at mutually agreeable terms with Prudential. We will use the remaining net proceeds of this offering for
working capital and general corporate purposes to support our growth. Other than the items specified in the foregoing
sentences, we have not allocated any specific portion of the net proceeds to any particular purpose, and our
management will have the discretion to allocate the proceeds as it determines. We will have significant flexibility and
broad discretion in applying the net proceeds of this offering, and we may not apply these proceeds effectively. Our
management might not be able to yield a significant return, if any, on any investment of these net proceeds, and you
will not have the opportunity to influence our decisions on how to use our net proceeds from this offering.

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 plus accrued interest to Prudential for the balance of the MediGain
acquisition price, all of which is past due. On March 29, 2017, Prudential sent written notice demanding payment. Our
inability to repay the remaining purchase price is due to a lack of funds. Although our existing credit agreement with
Opus Bank required us to obtain the bank’s consent prior to making any payment to Prudential, on September 8, 2017,
we entered into an agreement with Opus Bank pursuant to which (i) we repaid all of the term debt owed to Opus
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Bank, (ii) the requirement to obtain Opus Bank’s consent was removed, (iii) the requirement to apply offering proceeds
towards repayment of amounts due to Opus Bank was removed, and (iv) the maturity date of our $2 million line of
credit with Opus Bank was changed to March 31, 2018. Accordingly, we are engaged in continuing dialogue with
Prudential and we believe that we will reach a mutually satisfactory agreement on the terms by which we will be
permitted to satisfy our obligations to Prudential. We do not have complete control over this process, however, so we
are unable to predict with certainty whether or when such agreement will be reached. If we are unable to pay the
balance of the consideration due to Prudential, Prudential may seek all possible monetary and/or equitable remedies.
Although our obligation to Prudential is unsecured, the Series A Preferred Stock effectively ranks junior to the
amounts owed to Prudential, and if we are forced to liquidate our assets to pay Prudential and our other creditors, we
may not have sufficient assets to pay amounts due on any or all of the Series A Preferred Stock then outstanding. See
“Risk Factors - The Series A Preferred Stock ranks junior to all of our indebtedness and other liabilities” on page 10 .

Our terms with Opus Bank also prevent us from consummating additional acquisitions without the prior consent of
Opus Bank. Although we plan to raise additional capital during 2017, and the purchase of Series A Preferred Stock
means that we will receive some capital, there is no assurance that we will be able to generate sufficient funding to
meet our payment obligations to Prudential, and even if we are able to satisfy our obligations to Prudential, we may
not have sufficient remaining funds to execute our growth strategy through additional acquisitions. Our outstanding
obligation to Prudential, and the restrictions contained in our Opus Bank credit agreement, may diminish our ability to
consummate acquisitions that are a material part of our business plan and growth strategy, which 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 eleven businesses we acquired in 2012 through 2015,
excluding CastleRock, generated a total of approximately $6.4 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 stockholders 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 stockholders 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 our 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 prospectus.
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
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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 offshore 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.

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.
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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, including competitors who utilize a web-based platform
and providers of locally installed software systems. Our competitors include larger healthcare I'T companies, such as
athenahealth, Inc., eClinicalWorks, Allscripts Healthcare Solutions, Inc. and Greenway Medical Technologies, Inc.,
all of which may be able to respond more quickly and effectively than we can to new or changing opportunities,
technologies, standards, regulations or customer needs and requirements. 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 the Health
Information Technology for Economic and Clinical Health (“HITECH”) Act, and consolidation in both the information
technology and healthcare industries. Competitors may introduce products or services that render our products or
services obsolete or less marketable. Even if our products and services are more effective than the offerings of our
competitors, current or potential customers might prefer competitive products or services to our products and services.
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.

Future changes in visa rules could prevent our offshore employees from entering the United States, which could
decrease our efficiency.

In the ordinary course of business, we bring skilled employees from our offshore subsidiaries to the U.S. to serve as
liaisons on projects and to expand the respective employees’ understanding of both the U.S. healthcare industry and the
needs and expectations of our customers. These visits equip them to better understand and support our business
objectives. While the current administration’s actions up to this point have not had an impact on us, we cannot predict
whether the administration may in the future take actions that would prevent non-U.S. employees from visiting the
U.S. If such restrictions were implemented in the future, it may become more difficult or expensive for us to educate
and equip the employees of our foreign subsidiaries to support our business needs. We may also have difficulty in
finding employees and contractors in the U.S that can replace the functions now performed by our offshore employees
that we bring over to the U.S., which could negatively impact our business.
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If we are unable to successfully introduce new products or services or fail to keep pace with advances in
technology, we would not be able to maintain our customers or grow our business which will have a material
adverse effect on our business.

Our business depends on our ability to adapt to evolving technologies and industry standards and introduce new
products and services accordingly. If we cannot adapt to changing technologies and industry standards and meet the
requirements of our customers, our products and services may become obsolete, and our business would suffer.
Because both the healthcare industry and the healthcare IT technology market are constantly evolving, our success
will depend, in part, on our ability to continue to enhance our existing products and services, develop new technology
that addresses the increasingly sophisticated and varied needs of our customers, respond to technological advances
and emerging industry standards and practices on a timely and cost-effective basis, educate our customers to adopt
these new technologies, and successfully assist them in transitioning to our new products and services. The
development of our proprietary technology entails significant technical and business risks. We may not be successful
in developing, using, marketing, selling, or maintaining new technologies effectively or adapting our proprietary
technology to evolving customer requirements or emerging industry standards, and, as a result, our business and
reputation could suffer. We may not be able to introduce new products or services on schedule, or at all, or such
products or services may not achieve market acceptance. A failure by us to introduce new products or to introduce
these products on schedule could cause us to not only lose our current customers but to fail to grow our business by
attracting new customers.

The continued success of our business model is heavily dependent upon our offshore operations, and any
disruption to those operations will adversely affect us.

The majority of our operations, including the development and maintenance of our Web-based platform, our customer
support services and medical billing activities, are performed by our highly educated workforce of approximately
1,800 employees in Pakistan and Sri Lanka which has experienced, and continues to experience, political and social
unrest and acts of terrorism. The performance of our operations in Pakistan, and our ability to maintain our offshore
offices, is an essential element of our business model, as the labor costs in Pakistan are substantially lower than the
cost of comparable labor in India, the United States and other countries, and allows us to competitively price our
products and services. Our competitive advantage will be greatly diminished and may disappear altogether if our
operations in Pakistan are negatively impacted.
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Our operations in Pakistan may be negatively impacted by any number of factors, including political unrest; social
unrest; terrorism; war; failure of the Pakistani power grid, which is subject to frequent outages; vandalism; currency
fluctuations; changes to the law of Pakistan, the United States or any of the states in which we do business; client
mandates or preferences for on-shore service providers; or increases in the cost of labor and supplies in Pakistan. Our
operations in Pakistan may also be affected by trade restrictions, such as tariffs or other trade controls. If we are
unable to continue to leverage the skills and experience of our highly educated workforce in Pakistan, we may be
unable to provide our products and services at attractive prices, and our business would be materially and negatively
impacted or discontinued.

Additionally, while approximately 90% of our offshore employees are in Pakistan, we maintain a smaller offshore
operation center in Sri Lanka. We believe that the labor costs Pakistan and Sri Lanka are approximately 10% of the
cost of comparably educated and skilled workers in the U.S. If there were potential disruptions in any of these
locations, they could have a negative impact on our business.

Our offshore operations expose us to additional business and financial risks which could adversely affect us and
subject us to civil and criminal liability.

The risks and challenges associated with our operations outside the United States include laws and business practices
favoring local competitors; compliance with multiple, conflicting and changing governmental laws and regulations,
including employment and tax laws and regulations; and fluctuations in foreign currency exchange rates. Foreign
operations subject us to numerous stringent U.S. and foreign laws, including the Foreign Corrupt Practices Act, or
FCPA, and comparable foreign laws and regulations that prohibit improper payments or offers of payments to foreign
governments and their officials and political parties by U.S. and other business entities for the purpose of obtaining or
retaining business. Safeguards we implement to discourage these practices may prove to be less than effective and
violations of the FCPA and other laws may result in severe criminal or civil sanctions, or other liabilities or
proceedings against us, including class action lawsuits and enforcement actions from the SEC, Department of Justice
and overseas regulators.

Changes in the healthcare industry could affect the demand for our services and may result in a decrease in our
revenues and market share.

As the healthcare industry evolves, changes in our customer base may reduce the demand for our services, result in the
termination of existing contracts, and make it more difficult to negotiate new contracts on terms that are acceptable to
us. For example, the current trend toward consolidation of healthcare providers may cause our existing customer
contracts to terminate as independent practices are merged into hospital systems or other healthcare organizations.
Such larger healthcare organizations may have their own practice management, and EHR and RCM solutions,
reducing demand for our services. If this trend continues, we cannot assure you that we will be able to continue to
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maintain or expand our customer base, negotiate contracts with acceptable terms, or maintain our current pricing
structure, which would result in a decrease in our revenues and market share.

The results of the November 2016 elections created uncertainty for the future of the Affordable Care Act (“ACA”) and
other health care-related legislation. The current administration and Congress have been critical of the ACA and have
taken steps toward materially revising or even repealing it. This health care reform legislation could include changes
in Medicare and Medicaid payment policies and other health care delivery administrative reforms that could
potentially negatively impact our business and the business of our clients. Presently, there is an executive order that
erodes the individual insurance coverage mandate. Congress has yet to develop a consensus on whether to make
changes to the ACA, and if so what changes should be made. The ACA included specific reforms for the individual
and small group marketplace, including an expansion of Medicaid. While we do not believe that healthcare reform
initiatives are likely to have any material adverse impact on our operational results or the manner in which we operate
the business, there can be no assurances regarding the same.

If providers do not purchase our products and services or delay in choosing our products or services, we may not be
able to grow our business.

Our business model depends on our ability to sell our products and services. Acceptance of our products and services
may require providers to adopt different behavior patterns and new methods of conducting business and exchanging
information. Providers may not integrate our products and services into their workflow and may not accept our
solutions and services as a replacement for traditional methods of practicing medicine. Providers may also choose to
buy our competitors’ products and services instead of ours. Achieving market acceptance for our solutions and services
will continue to require substantial sales and marketing efforts and the expenditure of significant financial and other
resources to create awareness and demand by providers. If providers fail to broadly accept our products and services,
our business, financial condition and results of operations will be adversely affected.
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If the revenues of our customers decrease, or if our customers cancel or elect not to renew their contracts, our
revenue will decrease.

Under most of our customer contracts, we base our charges on a percentage of the revenue that our customer collects
through the use of our services. Many factors may lead to decreases in customer revenue, including:

reduction of customer revenue as a result of changes to the Affordable Care Act;
a rollback of the expansion of Medicaid or other governmental programs;

reduction of customer revenue resulting from increased competition or other changes in the marketplace for physician
services;

failure of our customers to adopt or maintain effective business practices;

actions by third-party payers of medical claims to reduce reimbursement;

government regulations and government or other payer actions or inaction reducing or delaying reimbursement;
interruption of customer access to our system; and

our failure to provide services in a timely or high-quality manner.

We have incurred recent operating losses and net losses, and we may not be able to achieve or subsequently
maintain profitability in the future.

We generated net losses of $8.8 million and $4.7 million for the years ended December 31, 2016 and 2015,
respectively and $4.4 million for the six months ended June 30, 2017. Our net losses for the years ended December
31,2016 and 2015 and the six months ended June 30, 2017 include $4.4 million, $4.1 million and $2.5 million,
respectively, of amortization expense of purchased intangible assets, respectively.

We may not succeed in achieving the efficiencies we anticipate from future acquisitions, including moving sufficient
labor to our offshore subsidiaries to offset increased costs resulting from these acquisitions, and we may continue to
incur losses in future periods. We expect to incur additional operating expenses as a public company and we intend to
continue to increase our operating expenses as we grow our business. We also expect to continue to make investments
in our proprietary technology, sales and marketing, infrastructure, facilities and other resources as we seek to grow,
thereby incurring additional costs. If we are unable to generate adequate revenue growth and manage our expenses, we
may continue to incur losses in the future and may not be able to achieve or maintain profitability.
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As a result of our variable sales and implementation cycles, we may be unable to recognize revenue from
prospective customers on a timely basis and we may not be able to offset expenditures.

The sales cycle for our services can be variable, typically ranging from two to four months from initial contact with a
potential customer to contract execution, although this period can be substantially longer. During the sales cycle, we
expend time and resources in an attempt to obtain a customer without recognizing revenue from that customer to
offset such expenditures. Our implementation cycle is also variable, typically ranging from two to four months from
contract execution to completion of implementation. Each customer’s situation is different, and unanticipated
difficulties and delays may arise as a result of a failure by us or by the customer to meet our respective
implementation responsibilities. During the implementation cycle, we expend substantial time, effort, and financial
resources implementing our services without recognizing revenue. Even following implementation, there can be no
assurance that we will recognize revenue on a timely basis or at all from our efforts. In addition, cancellation of any
implementation after it has begun may involve loss to us of time, effort, and expenses invested in the canceled
implementation process, and lost opportunity for implementing paying customers in that same period of time.

If we are required to collect sales and use taxes on the products and services we sell in certain jurisdictions, we may
be subject to liability for past sales and incur additional related costs and expenses, and our future sales may
decrease.

We may lose sales or incur significant expenses should states be successful in imposing state sales and use taxes on
our products and services. A successful assertion by one or more states that we should collect sales or other taxes on
the sale of our products and services that we are currently not collecting could result in substantial tax liabilities for
past sales, decrease our ability to compete with healthcare IT vendors not subject to sales and use taxes, and otherwise
harm our business. Each state has different rules and regulations governing sales and use taxes, and these rules and
regulations are subject to varying interpretations that may change over time. We review these rules and regulations
periodically and, when we believe that our products or services are subject to sales and use taxes in a particular state,
we voluntarily approach state tax authorities in order to determine how to comply with their rules and regulations. We
cannot assure you that we will not be subject to sales and use taxes or related penalties for past sales in states where
we believe no compliance is necessary.

17

46



Edgar Filing: MEDICAL TRANSCRIPTION BILLING, CORP - Form S-1/A

If the federal government were to impose a tax on imports or services performed abroad, we might be subject to
additional liabilities. At this time, there is no way to predict whether this will occur or estimate the impact on our
business.

Vendors of products and services like us are typically held responsible by taxing authorities for the collection and
payment of any applicable sales and similar taxes. If one or more taxing authorities determines that taxes should have,
but have not, been paid with respect to our products or services, we may be liable for past taxes in addition to taxes
going forward. Liability for past taxes may also include very substantial interest and penalty charges. Nevertheless,
customers may be reluctant to pay back taxes and may refuse responsibility for interest or penalties associated with
those taxes. If we are required to collect and pay back taxes and the associated interest and penalties, and if our
customers fail or refuse to reimburse us for all or a portion of these amounts, we will have incurred unplanned
expenses that may be substantial. Moreover, imposition of such taxes on our products and services going forward will
effectively increase the cost of those products and services to our customers and may adversely affect our ability to
retain existing customers or to gain new customers in the states in which such taxes are imposed.

We may also become subject to tax audits or similar procedures in states where we already pay sales and use taxes.
The incurrence of additional accounting and legal costs and related expenses in connection with, and the assessment
of, taxes, interest, and penalties as a result of audits, litigation, or otherwise could be materially adverse to our current
and future results of operations and financial condition.

If we lose the services of Mahmud Haq or other members of our management team, or if we are unable to attract,
hire, integrate and retain other necessary employees, our business would be harmed.

Our future success depends in part on our ability to attract, hire, integrate and retain the members of our management
team and other qualified personnel. In particular, we are dependent on the services of Mahmud Haq, our founder,
principal stockholder and Chief Executive Officer, who among other things, is instrumental in managing our offshore
operations in Pakistan and coordinating those operations with our U.S. activities. The loss of Mr. Haq, who would be
particularly difficult to replace, could negatively impact our ability to effectively manage our cost-effective workforce
in Pakistan, which enables us to provide our products and solutions at attractive prices. Our future success also
depends on the continued contributions of our other executive officers and certain key employees, each of whom may
be difficult to replace, and upon our ability to attract and retain additional management personnel. Competition for
such personnel is intense, and we compete for qualified personnel with other employers. We may face difficulty
identifying and hiring qualified personnel at compensation levels consistent with our existing compensation and salary
structure. If we fail to retain our employees, we could incur significant expenses in hiring, integrating and training
their replacements, and the quality of our services and our ability to serve our customers could diminish, resulting in a
material adverse effect on our business.
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We may be unable to adequately establish, protect or enforce our intellectual property rights.

Our success depends in part upon our ability to establish, protect and enforce our intellectual property and other
proprietary rights. If we fail to establish, protect or enforce our intellectual property rights, we may lose an important
advantage in the market in which we compete. We rely on a combination of trademark, copyright and trade secret law
and contractual obligations to protect our key intellectual property rights, all of which provide only limited protection.
Our intellectual property rights may not be sufficient to help us maintain our position in the market and our
competitive advantages.

We have no patents pending and none issued, and primarily rely on trade secrets to protect our proprietary technology.
Trade secrets may not be protectable if not properly kept confidential. We strive to enter into non-disclosure
agreements with our employees, customers, contractors and business partners to limit access to and disclosure of our
proprietary information. However, the steps we have taken may not be sufficient to prevent unauthorized use of our
technology, and adequate remedies may not be available in the event of unauthorized use or disclosure of our trade
secrets and proprietary technology. Moreover, others may reverse engineer or independently develop technologies that
are competitive to ours or infringe our intellectual property.

Accordingly, despite our efforts, we may be unable to prevent third-parties from using our intellectual property for
their competitive advantage. Any such use could have a material adverse effect on our business, results of operations
and financial condition. Monitoring unauthorized uses of and enforcing our intellectual property rights can be difficult
and costly. Legal intellectual property actions are inherently uncertain and may not be successful, and may require a
substantial amount of resources and divert our management’s attention.
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Claims by others that we infringe their intellectual property could force us to incur significant costs or revise the
way we conduct our business.

Our competitors protect their proprietary rights by means of patents, trade secrets, copyrights, trademarks and other
intellectual property. We have not conducted an independent review of patents and other intellectual property issued
to third-parties, who may have patents or patent applications relating to our proprietary technology. We may receive
letters from third parties alleging, or inquiring about, possible infringement, misappropriation or violation of their
intellectual property rights. Any party asserting that we infringe, misappropriate or violate proprietary rights m