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 Explanatory Note

On November 14, 2018, ResMed Inc. (“ResMed”) filed with the Securities and Exchange Commission a Current Report on Form 8-K disclosing, among other
things, that, on November 13, 2018, it had completed the previously announced acquisition of  MatrixCare Holdings, Inc. (“MatrixCare”), a Delaware corporation,
in accordance with an Agreement and Plan of Merger (the “Merger Agreement”) dated November 5, 2018, among ResMed Operations Inc. (“ResMed Operations”),
a Delaware corporation and wholly-owned subsidiary of ResMed,  Evolved Sub, Inc. (“Merger Sub”), a Delaware corporation and wholly owned subsidiary of
ResMed Operations, and OPE LGI Holdings Limited, a Canadian private company in its capacity as the agent acting on behalf of the holders of common stock and
common stock options of MatrixCare. ResMed was also a party to the merger agreement solely to guarantee the discharge of payment and performance obligations
of ResMed Operations and Merger Sub under the Merger Agreement.

This Current Report on Form 8-K/A amends and supplements the November 14, 2018 Form 8-K to provide the information required by Item 9.01 of Form 8-
K that was not filed with the November 14, 2018 Form 8-K, including the required historical financial information of MatrixCare and the required pro forma
financial statements. Except as otherwise provided in this Form 8-K/A, the disclosures made in the November 14, 2018 Form 8-K remain unchanged.

 
Item 9.01. Financial Statements and Exhibits.
  
(a) Financial Statements of Business Acquired.

The audited financial statements of MatrixCare as of and for the year ended December 31, 2017, the notes related thereto and the independent auditor’s report,
as well as the interim unaudited consolidated financial statements of MatrixCare for the nine months ended September 30, 2018, and the notes related thereto,
are attached as Exhibit 99.1 to this Amendment No. 1 to Form 8-K and incorporated here by reference. 

(b) Pro forma financial information.

The unaudited pro forma combined financial information of ResMed as of September 30, 2018, for the three months ended September 30, 2018, and for the
twelve months ended June 30, 2018 and the notes related thereto, after giving effect to the acquisition of MatrixCare and adjustments described in such pro
forma financial information, is attached hereto as Exhibit 99.2 and incorporated here by reference.

 
(c) Exhibits.

 
Exhibit Description

 
23.1 Consent of Independent Auditor.
99.1 Audited consolidated financial statements of MatrixCare as of December 31, 2017 and for the year ended December 31, 2017, the notes and the

independent auditor’s reported related thereto, and interim unaudited consolidated financial statements of MatrixCare as of September 30, 2018 and for
the nine month period ended September 30, 2018.

99.2 Unaudited pro forma condensed combined financial information.
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 SIGNATURE

We have authorized the person whose signature appears below to sign this report on our behalf, in accordance with the Securities Exchange Act of 1934.

 RESMED INC.
  
By: /s/ BRETT A. SANDERCOCK

Brett A. Sandercock
 Chief financial officer

Dated: January 28, 2019
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Exhibit 23.1
 

 CONSENT OF INDEPENDENT AUDITOR

We hereby consent to the inclusion of our report dated January 28, 2019 on the consolidated financial statements of MatrixCare Holdings, Inc. and
Subsidiaries as of and for the year ended December 31, 2017 in this Form 8-K/A and incorporated by reference in ResMed Inc.’s Registration Statements on
Form S-8 (No. 333-08013, 333-88231, 333-115048, 333-140350, 333-140351, 333-156065, 333-164527, 333-167183, 333-181317, 333-186386, 333-194225
and 333-224537).

/s/ RSM US LLP

Minneapolis, Minnesota
January 28, 2019



Exhibit 99.1
 

 Independent Auditor’s Report

Board of Directors
MatrixCare Holdings, Inc. and Subsidiaries

Report on the Financial Statements
We have audited the accompanying consolidated financial statements of MatrixCare Holdings, Inc. and its subsidiaries (the Company), which comprise the
consolidated balance sheet as of December 31, 2017, the related consolidated statements of operations, stockholders' equity and cash flows for the year then
ended, and the related notes to the consolidated financial statements (collectively, the financial statements).

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting principles generally accepted
in the United States of America; this includes the design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures selected
depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of MatrixCare Holdings, Inc. and its
subsidiaries as of December 31, 2017, and the results of their operations and their cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Emphasis of Matter
As discussed in Note 9 to the financial statements, the Company was acquired by a public company on November 13, 2018. The Company had previously
adopted the private company accounting alternative Accounting Standards Update (ASU) No. 2014-02, Intangibles—Goodwill and Other (Topic 350):
Accounting for Goodwill, issued by the Financial Accounting Standards Board. The Company has changed their accounting principle to reverse the effects of
this adoption as a result of the acquisition. Our opinion is not modified with respect to this matter.

/s/ RSM US LLP

Minneapolis, Minnesota
April 3, 2018, except for Note 9, as to which the date is January 28, 2019
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MatrixCare Holdings, Inc. and Subsidiaries

CONSOLIDATED BALANCE SHEETS

September 30, 
2018

December 31,
2017

(Unaudited) (Adjusted)
Assets
Current assets:
Cash $ 15,293,246 $ 3,602,748 
Restricted cash 3,454,281 3,860,045 
Accounts receivable, less allowance for doubtful accounts of $2,958,759 and $1,697,414, respectively 18,230,025 16,248,218 
Prepaid expenses and other current assets 6,730,237 3,781,694 
Deferred costs 536,775 1,686,932 
Total current assets $ 44,244,564 $ 29,179,637 
Non-current assets:
Deferred costs 3,017,762 1,350,484 
Property and equipment, net 5,695,179 6,957,610 
Software development costs, net 15,099,827 11,952,528 
Goodwill 213,837,806 213,858,344 
Intangible assets, net 82,762,070 93,691,923 
Other assets 530,747 559,666 
Total non-current assets 320,943,391 328,370,555 
Total assets $ 365,187,955 $ 357,550,192 
Liabilities and Stockholders’ Equity
Current liabilities:
Current maturities of long-term debt, net of discounts $ 149,421,194 $ 1,162,500 
Accounts payable 4,838,073 5,427,801 
Accrued expenses 9,111,050 4,950,095 
Deferred revenue 24,340,732 21,904,258 
Related-party payable 243,716 275,000 
Total current liabilities $ 187,954,765 $ 33,719,654 
Non-current liabilities:
Long-term debt, net of discounts and current maturities  - 148,512,729 
Deferred revenue 3,440,768 3,107,905 
Deferred income taxes 17,313,000 17,313,000 
Other long-term liabilities 994,248 1,162,778 
Total non-current liabilities $ 21,748,016 $ 170,096,412 
Total liabilities $ 209,702,781 $ 203,816,066 
Commitments and contingencies (note 2, 4 and 6)
Stockholders’ equity:
Common stock, Class A, $.01 par value; 1,348,807 shares issued as of September 30, 2018 and  
     December 31, 2017, respectively
     Class B; $.01 par value, 120 shares issued

13,490 13,490 

Treasury stock (144,164) (144,164)
Additional paid-in capital 175,285,795 174,918,961 
Accumulated deficit (19,669,947) (21,054,161)
Total stockholders’ equity $ 155,485,174 $ 153,734,126 
Total liabilities and stockholders’ equity $ 365,187,955 $ 357,550,192 

See accompanying notes to consolidated financial statements.
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MatrixCare Holdings, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF OPERATIONS

Nine Months Ended
September 30, 

2018

Year Ended
December 31,

2017
(Unaudited) (Adjusted)

Revenues $ 88,061,255 $ 105,645,260 
Cost of revenues 24,157,515 31,504,990 
Gross profit 63,903,740 74,140,270 
Operating expenses:
Selling, general, and administrative 33,900,351 46,075,609 
Depreciation expense 2,535,858 3,427,391 
Amortization expense 16,506,541 22,438,955 
Operating income 10,960,990 2,198,315 

Other income (11,130) (17,219)
Interest expense 9,086,727 9,621,968 
Income (loss) before income tax expense (benefit) 1,885,393 (7,406,434)
Income tax expense (benefit) 501,179 (11,174,465)
Net income $ 1,384,214 $ 3,768,031 

See accompanying notes to consolidated financial statements.
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MatrixCare Holdings, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY


Class A Common 

Stock
Class B Common 

Stock
Treasury 

Stock
Additional 

Paid-In Capital
Accumulated 

Deficit

Total
Stockholders'

Equity
Balances at December 31, 2016 (adjusted) $ 13,491 $ 1 $  -$ 174,597,997 $ (24,747,192)$ 149,864,297 

Issuance of Class A Common Stock
   for acquisition of SigmaCare, Inc. 6  -  - 99,994  - 100,000 

Share repurchases of Class A
   Common Stock (8)  - (144,164)  -  - (144,172)

Class B Common Stock Dividend  -  -  -  - (75,000) (75,000)
Stock option exercises  -  -  - (153,050)  - (153,050)
Stock based compensation  -  -  - 374,020  - 374,020 
Net income  -  -  -  - 3,768,031 3,768,031 

Balances at December 31, 2017 (adjusted) $ 13,489 $ 1 $ (144,164)$ 174,918,961 $ (21,054,161)$ 153,734,126 
Stock based compensation  -  -  - 366,834  - 366,834 
Net income  -  -  -  - 1,384,214 1,384,214 

Balances at September 30, 2018 (unaudited) $ 13,489 $ 1 $ (144,164)$ 175,285,795 $ (19,669,947)$ 155,485,174 

See accompanying notes to consolidated financial statements.
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MatrixCare Holdings, Inc. and Subsidiaries 

CONSOLIDATED STATEMENTS OF CASH FLOWS

Nine Months Ended
September 30,

2018

Year Ended
December 31,

2017
(Unaudited) (Adjusted)

Cash flows from operating activities:
Net income $ 1,384,214 $ 3,768,031 
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation of property and equipment 2,535,858 3,427,391 
Provision for doubtful accounts 1,433,813 1,609,153 
Stock based compensation expense 366,834 374,020 
Amortization of software development costs 5,576,688 6,730,055 
Amortization of intangible assets 10,929,853 15,708,900 
Amortization of debt discount 520,965 567,707 
Disposals of property and equipment (16,054) 56,625 
Deferred taxes  - (11,403,783)
Changes in operating assets and liabilities, net of acquisition:

Accounts receivable (3,415,620) (6,138,625)
Prepaid expenses (517,121) (1,098,962)
Deferred costs (2,919,624) 205,974 
Accounts payable (915,774) 679,559 
Accrued expenses 3,981,679 (1,495,904)
Deferred revenue 2,769,337 (1,138,016)

Net cash provided by operating activities $ 21,715,048 $ 11,852,125 
Cash flows from investing activities:

Acquisition of SigmaCare, Inc., net of cash acquired  - (36,940,033)
Release of restricted cash held in escrow 405,764 (1,451,336)
Software development costs (8,723,987) (8,735,342)
Purchases of property and equipment (1,337,091) (3,241,104)

Net cash used in investing activities $ (9,655,314) $ (50,367,815)
Cash flows from financing activities:

Share repurchases of Class A Common Stock  - (144,172)
Stock option repurchases  - (153,050)
Borrowings on term loan  - 35,000,000 
Payments on term loan (775,000) (1,375,000)
Debt issuance costs  - (1,246,086)
Payment of Class B Common Stock dividend  - (75,000)

Net cash provided by (used in) financing activities $ (775,000) $ 32,006,692 
Net increase (decrease) in cash 11,284,734 (6,508,998)

Cash at beginning of year, including restricted cash 7,462,793 13,971,791 
Cash at end of year, including restricted cash $ 18,747,527 $ 7,462,793 

Supplemental disclosures of cash flow information:
Income taxes paid $ 340,480 $ 662,898 
Interest expense paid $ 7,519,224 $ 8,941,167 

Supplemental disclosures of noncash investing and financing activities:
Stock issued in consideration for acquisition $  - $ 100,000 
Cash held in escrow for acquisition 3,371,094 3,810,000 
Purchase of property and equipment included in accounts payable  - 79,718 

See accompanying notes to consolidated financial statements.
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MatrixCare Holdings, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1:    Description of the Business and Significant Accounting Policies

Nature of Business
MatrixCare Holdings, Inc. (MatrixCare or the Company) is a Delaware corporation headquartered in Bloomington, Minnesota.  The wholly-owned
subsidiaries of MatrixCare Holdings, Inc. include MatrixCare, Inc. and MatrixCare India Private Limited (MC India). The Company has significant operations
located in Bloomington, Minnesota, Coral Springs, Florida, New York, New York, Birmingham, Alabama, Bedford, New Hampshire, and Chennai,
India.  The following organizational chart presents the ownership and jurisdiction of incorporation of each subsidiary:

Prior to the merger of the legal entities into MatrixCare, Inc. on April 5, 2018, the wholly-owned subsidiaries of MatrixCare Holdings, Inc. included
MatrixCare Inc., AOD Holding Company, Advanced Answers on Demand Holding Corporation, Advanced Answers on Demand, Inc. (AOD), Stratis
Business Systems, Inc., eHealth Solutions Inc., and MatrixCare India Private Limited (MC India).  The following organizational chart represents the previous
ownership and jurisdiction of incorporation of each subsidiary:

Ranked Best in KLAS for Long-Term Care Software in 2018 for the third year in a row, MatrixCare is the largest U.S. based long-term and post-acute care
(LTPAC) technology provider and the first to offer a true full-spectrum solution. Used in more than 1 3,000 facility-based care settings and 2,100 home
care/home health and hospice agency locations, MatrixCare’s solutions help skilled nursing and senior living providers, life plan communities, and home
health and hospice organizations to connect, collaborate and prosper.
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MatrixCare Holdings, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

 
A summary of the Company’s significant accounting policies follows.

Principles of Consolidation
The accompanying consolidated financial statements include the accounts of MatrixCare Holdings, Inc. and its subsidiaries. All intercompany accounts and
transactions have been eliminated.

Use of Estimates
The preparation of these consolidated financial statements in conformity with accounting principles generally accepted in the United States of America
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the consolidated financial statements. Actual results could differ from those estimates.

Revenue Recognition
The Company’s products consist of two general types: license and software as a service (SaaS).  Depending on the product solution, customers may also
purchase post contract support and/or professional services including software setup and interface customization, training, and data migration.  Post contract
support can include unspecified updates on licensed software, technical corrections, and support.  The Company’s arrangements do not contain general rights
of return.  The Company recognizes revenue when all of the following conditions are met:

· There is persuasive evidence of an arrangement.
· The service has been provided to the customer.
· The collection of the fees is reasonably assured.
· The amount of fees to be paid by the customer is fixed or determinable.

License
Under the license model, the software solution is sold in the form of a perpetual license that the customer takes possession of.  Maintenance contracts are
generally 12-month renewable agreements and are required in order to use the software.

The methodology the Company uses to recognize selling price allocated to the software license and related consulting services is dependent on whether the
Company has established vendor specific objective evidence (VSOE) of fair value for the separate elements of a multiple-element agreement.  If an agreement
includes license, consulting service and maintenance elements, and VSOE of fair value on the undelivered consulting service and maintenance elements has
been established, the license revenue for the agreement will be recognized based on the residual method.  Under the residual method, the VSOE of fair value is
assigned to the consulting service and maintenance elements, and the remaining agreement consideration is allocated to the license element.  Consulting
services are not considered essential to the functionality of the software.  Therefore, the license fee is generally recognized ratably over the related
maintenance contract term because maintenance is considered mandatory.  The Company’s VSOE of fair value for maintenance and consulting services is
determined by reference to the price the Company’s customers pay for the maintenance and consulting services when sold separately, or when sold
independent of any of the Company’s other product or service offerings. 

Revenue based on the VSOE of fair value for the consulting service and maintenance elements of the agreement that are to be delivered at a future date is
initially deferred.  Maintenance revenue is recognized ratably over the maintenance period.  When VSOE of fair value for the consulting service and
maintenance elements does not exist, the entire contract is recognized ratably over the longer of the consulting service or contractual maintenance service
periods.
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MatrixCare Holdings, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

 
Software as a Service
The SaaS product is made available to the customer through a hosted cloud-based solution.  Consulting service revenues are accounted for separately from
SaaS (subscription and support) revenues when these consulting services have value to the customer on a stand-alone basis, resulting in consulting service
revenues being recognized either as the consulting services are delivered or upon completion of the consulting services when the proportional-performance
model is not appropriate.  Amounts that have been invoiced are recorded in accounts receivable and in deferred revenue or revenue, depending on when the
revenue recognition criteria have been met.

The company uses VSOE to determine the fair value of the consulting service when available.  If VSOE does not exist, the Company uses third-party
evidence (TPE) of the fair value for similar consulting services.  For consulting services in which there is no VSOE or TPE of fair value, the best estimate of
selling price is used.

In determining whether the consulting service can be accounted for separately from subscription and support revenues, the Company considers the value of
the consulting service on a stand-alone basis and the availability of the consulting services from other vendors.  If a consulting service arrangement does not
qualify for separate accounting, the Company records the consulting service revenue together with the hosted software and support revenue as one unit of
accounting recognized over the contract term.

The Company accounts for sales tax and any other taxes that are collected from its customers and remitted to governmental authorities on a net basis.  The
assessment, collection, and payment of these taxes are not reflected in the consolidated statements of operations.

Deferred Revenue
Deferred revenue consists of fees paid by customers for undelivered consulting services, including maintenance, hosting and consulting services, as well as
fees for which VSOE of fair value for the related undelivered elements does not exist.  Deferred revenues not expected to be recognized within one year of the
balance sheet date are classified as noncurrent for financial reporting purposes.  Deferred revenue is recognized ratably over the term of the underlying
contract.

Restricted Cash
The restricted cash represents cash held in escrow related to deferred compensation for certain employees and acquisition consideration. The cash is held in
custody by the issuing bank and is restricted as to withdrawal or use.

Concentrations of Credit Risk
Financial instruments that could potentially subject the Company to concentrations of credit risk consist primarily of cash. The Company places its cash in
accounts with financial institutions that management considers creditworthy. However, these balances may not be fully insured by the Federal Deposit
Insurance Corporation. The Company has not experienced any losses in these accounts.

Accounts Receivable 
The Company grants credit to customers in the normal course of business. Accounts receivable are carried at original invoice amount less an estimate made
for doubtful receivables based on a review of all outstanding amounts on a periodic basis. The allowance for uncollectible amounts is an estimate and is
regularly evaluated by the Company for adequacy by taking into consideration the age of the receivable balances. Accounts receivable are written off when
deemed uncollectible. Recoveries of accounts receivable previously written off are recorded into operations when received.

Property and Equipment
Property and equipment are stated at cost less accumulated depreciation. Expenditures for repairs and maintenance are expensed as incurred. Assets held
under capital leases, consisting primarily of computer equipment, are recorded in property with the corresponding obligations carried in long-term debt.  The
amount capitalized is the present value at the beginning of the lease term of the aggregate future minimum lease payments.

Depreciation is calculated using the straight-line method over the estimated useful lives of the related assets, as follows:
 

Years
Computer and office equipment 5
Computer software 3
Leasehold improvements Shorter asset life or term of lease
Assets held under capital lease 5
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MatrixCare Holdings, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

 
Property and equipment at December 31, 2017 and September 30, 2018 consisted of the following:

September 30, 
2018

December 31,
2017

(Unaudited)
Computer equipment $ 3,980,993 $ 6,532,670 
Computer software 8,885,273 9,947,372 
Furniture & fixtures 1,614,417 1,777,062 
Leasehold improvements 1,369,332 1,625,676 
Assets held under capital leases 225,000 225,000 

16,075,015 20,107,780 
Accumulated depreciation and amortization (10,379,836) (13,150,170)
Property and equipment, net $ 5,695,179 $ 6,957,610 

Depreciation expense for property and equipment was $3,427,391 for the year ended December 31, 2017 and $2,535,858 for the nine months ended
September 30, 2018 (unaudited).

Deferred Costs
Deferred costs are costs that are directly associated with subscription contracts or sold with mandatory maintenance and support with customers and consist of
sales commissions paid to the Company’s sales force and wages and benefits paid during the customer implementation process. These costs are deferred and
amortized over the terms of the related customer contracts.  In the accompanying consolidated statements of operations, amortization of deferred
implementation costs is included in costs of revenues, and amortization of deferred commissions is included in selling, general, and administrative expenses.

Software Development Costs
The Company capitalizes certain software development costs related to software.  Capitalized software development costs consist primarily of internal labor
costs and external services.  Software development costs are expensed as incurred until the planning phase of a project is complete, at which time future costs
incurred are capitalized until the development phase is complete.  Once a software product is placed into service, capitalized development costs associated
with that product will begin to be amortized to amortization expense over its estimated economic life using the straight-line method.

Costs related to research, design and development of software products licensed are charged to selling, general, and administrative expenses as incurred.

Impairment of Long-Lived Assets
Long-lived assets, including finite-lived intangible assets, are evaluated for impairment whenever events or changes in circumstances indicate that an asset
may not be recoverable, or depreciation or amortization lives should be modified. No impairment charges were recorded during the year ended December 31,
2017 or the nine months ended September 30, 2018 (unaudited).

Goodwill
Goodwill results from business acquisitions and represents the excess of the purchase price over the fair value of the identifiable net assets acquired. Goodwill
is reviewed for impairment at least annually. The goodwill impairment is a two-step test. Under the first step, the fair value of the reporting unit is compared
with its carrying value (including goodwill). If the fair value of the reporting unit exceeds its carrying value, step two does not need to be performed. If the
fair value of the reporting unit is less than its carrying value, an indication of goodwill impairment exists for the reporting unit, and the enterprise must
perform step two of the impairment test. Under step two, an impairment loss is recognized for any excess of the carrying amount of the reporting unit’s
goodwill over the implied fair value of that goodwill.

The implied fair value of goodwill is determined by allocating the fair value of the reporting unit in a manner similar to a purchase price allocation. The
residual fair value after this allocation is the implied fair value of the reporting unit’s goodwill. For the year ended December 31, 2017 and for the nine
months ended September 30, 2018 (unaudited), management has determined that the Company has four reporting units and performed its annual test for
impairment of goodwill and concluded that there was no impairment. 
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MatrixCare Holdings, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

 
Income Taxes
The Company files a federal income tax return and returns in states where it has determined it has a filing requirement. Deferred taxes are provided on an asset
and liability method whereby deferred tax assets are recognized for deductible temporary differences and operating loss and tax credit carryforwards and
deferred tax liabilities are recognized for taxable temporary differences. Temporary differences are the differences between the reported amounts of assets and
liabilities and their tax bases. Deferred tax assets are reduced by a valuation allowance when, in the opinion of management, it is more likely than not that
some portion or all of the deferred tax assets will not be realized. Deferred tax assets and liabilities are adjusted for the effects of changes in tax laws and rates
on the date of enactment. The Company is in a net deferred tax liability position as a result of the deferred tax liability on intangible assets established as a
result of recent acquisitions.  The reversal of these acquired deferred tax liabilities can be a source of income to support the recognition of deferred tax assets
in our valuation allowance determination. Consequently, the Company has determined it is “more likely than not” that the deferred tax assets will be realized
and is not recording a valuation allowance.

The Company evaluates its tax positions in accordance with the accounting standard for uncertainty in income taxes, which addresses the determination of
whether tax benefits claimed or expected to be claimed in a tax jurisdiction should be recorded in the financial statements. Under this guidance, the Company
may recognize the tax benefit from an uncertain tax position only if it is more likely than not that the tax position will be sustained on examination by taxing
authorities, based on the technical merits of the position. The tax benefits recognized in the financial statements from such a position are measured based on
the benefit that has a greater than 50% likelihood of being realized upon ultimate settlement. The guidance on accounting for uncertainty in income taxes also
addresses derecognition, classification, interest and penalties on income taxes, and accounting in interim periods.

Advertising
Advertising and marketing costs are expensed as incurred. The Company incurred advertising costs of $3,164,779 for the year ended December 31, 2017 and
$2,317,227 for the nine months ended September 30, 2018 (unaudited), and are recorded within selling, general, and administrative expenses on the
statements of operations.

Recently Issued Accounting Pronouncements
In May 2014, the FASB issued Accounting Standards Update (ASU) 2014-09, Revenue from Contracts with Customers (Topic 606). This standard outlines a
single comprehensive model for companies to use in accounting for revenue arising from contracts with customers and supersedes most current revenue
recognition guidance, including industry-specific guidance. The core principle of the revenue model is that revenue is recognized when a customer obtains
control of a good or service. A customer obtains control when it has the ability to direct the use of and obtain the benefits from the good or service. Transfer of
control is not the same as transfer of risks and rewards, as it is considered in current guidance. The Company will also need to apply new guidance to
determine whether revenue should be recognized over time or at a point in time. This standard will be effective for the Company in 2019, using either of two
methods: (a) retrospective to each prior reporting period presented with the option to elect certain practical expedients as defined within ASU 2014-09 or (b)
retrospective with the cumulative effect of initially applying ASU 2014-09 recognized at the date of initial application and providing certain additional
disclosures as defined in ASU 2014-09. On November 13, 2018, the Company entered into an agreement to be purchased by ResMed Inc., a public company.
As a result of the acquisition, the Company was required to adopt this standard as of the acquisition date. The standard was adopted on a modified
retrospective basis and therefore did not impact any balances reported for the year ended December 31, 2017 or nine months ended September 30, 2018
(unaudited).

In September 2015, the FASB issued ASU 2015-16, Business Combinations (Topic 805): Simplifying the Accounting for Measurement-Period
Adjustments.  This ASU eliminates the requirement to retrospectively account for changes to provisional amounts initially recorded in a business
combination.  ASU 2015-16 requires that an acquirer recognize adjustments to provisional amounts that are identified during the measurement period in the
reporting period in which the adjustments are determined, including the effect of the change in provisional amount as if the accounting had been completed at
the acquisition date.  The Company adopted ASU 2015-16 on January 1, 2017.  The adoption of this guidance did not have a material effect on the
Company’s consolidated financial statements.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). The guidance in this ASU supersedes the leasing guidance in Topic 840, Leases.
Under the new guidance, lessees are required to recognize lease assets and lease liabilities on the balance sheet for all leases with terms longer than 12 months.
Leases will be classified as either finance or operating, with classification affecting the pattern of expense recognition in the income statement. The new
standard will be effective for the Company in 2020. The Company is currently evaluating the impact the adoption of this standard will have on its financial
statements.

In November 2016, the FASB issued ASU 2016-18, Statement of Cash Flows (Topic 230): Restricted Cash (a consensus of the FASB Emerging Issues Task
Force), which provides guidance on the presentation of restricted cash or restricted cash equivalents in the statement of cash flows. ASU 2016-08 is effective
for non-public business entities for fiscal years beginning after December 15, 2018, with early adoption permitted.  The Company early adopted ASU 2016-18
on January 1, 2017.  The adoption of this guidance did not have a material effect on the Company’s consolidated financial statements.
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In January 2017, the FASB issued ASU 2017-01, Business Combinations (Topic 805): Clarifying the Definition of a Business.  This ASU provides a “screen”
to determine when an asset is not a business.  The screen requires that when substantially all the fair value of the gross assets acquired (or disposed of) is
concentrated in a single identifiable asset or a group of similar identifiable assets, the asset is not a business.  This screen reduces the number of transactions
that need to be further evaluated.  If the screen is not met, the amendments (a) require that to be considered a business, a set must include, at a minimum, an
input and a substantive process that together significantly contribute to the ability to create output, and (b) remove the evaluation of whether a market
participant could replace missing elements.  Among other amendments, the ASU also provides a framework to assist entities in evaluating whether both an
input and a substantive process are present.  ASU 2017-01 is effective for non-public business entities for fiscal years beginning after December 15, 2018,
with early adoption permitted.  The Company early adopted ASU 2017-01 on January 1, 2017.  The adoption of this guidance did not have a material effect
on the Company’s consolidated financial statements.

In May 2017, the FASB issued ASU 2017-09, Compensation—Stock Compensation (Topic 718): Scope of Modification Accounting, to provide guidance
about which changes to the terms or conditions of a share-based payment award require an entity to apply modification accounting in ASC 718. The
amendments in the ASU are effective for the Company in 2018, and should be applied prospectively to an award modified on or after the adoption date. The
Company is currently evaluating the impact of the adoption of this guidance on its consolidated financial statements.

All other recently issued accounting standards will not have a material impact on our consolidated financial statements, or do not apply to our operations.

Subsequent Events
In preparing these consolidated financial statements, the Company has evaluated events and transactions for potential recognition or disclosure through April
3, 2018 and January 28, 2019, the date the consolidated financial statements were available to be issued.

On November 13, 2018, the Company entered into an agreement to be purchased by ResMed Inc. for approximately $750 million in cash.

Note 2:    Acquisition

On June 19, 2017, the Company acquired all of the outstanding stock of eHealth Solutions Inc. (dba SigmaCare) for a total purchase price of $42,605,757,
which included cash of $39,145,757, $100,000 of rollover equity from the acquired company, and $3,360,000 of cash still held in escrow. The cash in the
escrow account is recorded as restricted cash and accounts payable within the consolidated balance sheet at December 31, 2017 and will be released in
January 2019.  

SigmaCare is a provider of electronic health records technology and the related services to health care providers, with a focus on LTPAC communities and
senior living. SigmaCare was acquired to expand market share and create a company of greater scale with a stronger market position.  Several synergies in
selling, general, and administrative expenses as well as cross selling opportunities also improve the attractiveness of the acquisition. 

The acquisition has been accounted for using the acquisition method of accounting and, accordingly, all assets and liabilities of SigmaCare have been
recorded at their fair value as of the date of the acquisition. The Company paid a premium over the fair value of the net tangible and identifiable intangible
assets acquired, resulting in an allocation to goodwill. The premium paid is due to forecasted revenue and cash flow growth. Goodwill and identified specific
intangibles recorded in this transaction are not deductible for federal income tax purposes. The Company reflected the operating results of the acquired
company in its consolidated operations beginning on June 19, 2017.

The Company incurred transaction costs of $817,595 in 2017 related to the acquisition of SigmaCare, which are included in selling, general, and
administrative expenses within the statement of operations.
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The following table summarizes the estimated fair values of the assets acquired at the date of the acquisition, net of $1,755,724 cash acquired:
Cash paid, net of cash acquired $ 36,940,033 
Equity of MatrixCare Holdings, Inc. 100,000 
Cash in escrow 3,810,000 
Total purchase consideration $ 40,850,033 

Identifiable intangible assets:
Customer relationships $ 12,600,000 
Developed software 5,000,000 
Trademarks 600,000 
Property and equipment 225,000 
Current assets 2,800,008 
Current liabilities (2,184,875)
Deferred revenue (593,654)
Deferred income tax liabilities (1,785,493)
Goodwill 24,189,047 
Allocation of purchase consideration $ 40,850,033 

The weighted-average life of acquired intangible assets, excluding goodwill, was 8.2 years.

Note 3:    Goodwill and Other Intangible Assets

Information regarding other intangible assets as of December 31, 2017 and September 30, 2018 was as follows:
At and for the Twelve Months Ended 

December 31, 2017
(Adjusted)

Amortization Period 
(In Years) Gross Carrying Value Accumulated

Amortization
Net Carrying

Amount
Trademarks 5-10 $ 1,769,835 $ (320,085) $ 1,449,750 
Customer relationships 9-10 105,619,000 (46,190,235) 59,428,765 
Non-compete agreements 4-5 3,753,000 (1,903,800) 1,849,200 
Technology 4-10 45,936,000 (14,971,792) 30,964,208 
Intangibles, net $ 157,077,835 $ (63,385,912) $ 93,691,923 

At and for the Nine Months Ended 
September 30, 2018

(Unaudited)
Amortization Period 

(In Years) Gross Carrying Value Accumulated
Amortization

Net Carrying
Amount

Trademarks 5-10 $ 1,769,835 $ (497,950) $ 1,271,885 
Customer relationships 9-10 105,619,000 (51,683,847) 53,935,153 
Non-compete agreements 4-5 3,753,000 (2,601,750) 1,151,250 
Technology 4-10 45,936,000 (19,532,218) 26,403,782 
Intangibles, net $ 157,077,835 $ (74,315,765) $ 82,762,070 

The Company amortizes its intangible assets on an accelerated or a straight-line basis.

The changes in the carrying amount of goodwill were as follows:
September 30, 

2018
December 31,

2017
(Unaudited) (Adjusted)

Balance at the beginning of the period $ 213,858,344 $ 189,669,297 
Business acquisition  - 24,189,047 
Other adjustments, net (20,538)  -
Balance at the end of the period $ 213,837,806 $ 213,858,344 
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The future annual amortization expense for other intangible assets is as follows:
Year Ending December 31,
2018 14,563,493 
2019 14,121,182 
2020 12,776,587 
2021 12,167,656 
2022 11,847,398 
Thereafter 28,215,608 

$ 93,691,923 

Note 4:    Stock-Based Compensation

The Company compensates employees and directors with stock-based compensation under the 2015 Equity Incentive Plan (the Plan), which is shareholder-
approved and permits the grant of 149,607.75 shares of common stock. The Company believes that such awards better align the interests of its employees
with those of its shareholders. Option awards are generally granted with an exercise price equal to the market price of the Company’s stock at the date of
grant.  Options granted under the Plan are time or performance vesting, with each grant typically consisting of 50% of each type of option. Time based
options typically vest 20% after the first year and then 5% per quarter until fully vested in five years.  Performance based options do not vest until a change of
control with sufficient return measured against a 20% IRR (internal rate of return) target with pro-rata vesting based on achievement.  Holders of options
granted under the Plan may put the options to the Company for a cash redemption at the current fair market value upon their death, disability, or reaching 65
years of age.  Option grants expire 10 years after issuance date.

The fair value of each time-based option award under the Plan is estimated on the date of grant using the Black-Scholes option-pricing model that uses the
assumptions noted in the following table. The Company uses historical volatility data from comparable software companies for expected volatility and
estimates the expected term of its stock options based on the effective vesting period and contractual term. The expected term represents an estimate of the
time options are expected to remain outstanding. The risk-free rate for periods within the contractual life of the option is based on the U.S. Treasury yield
curve in effect at the time of grant.  When accounting for stock-based compensation, including the income tax consequences, the Company follows the
guidance of ASC 718.

The following assumptions were used to estimate the fair value of options granted during the twelve months ended December 31, 2017 and the nine months
ended September 30, 2018:

      

 
September 30, 

2018  December 31,
2017

 (Unaudited)   
Expected annual dividend yield  0.00 %  0.00 %
Expected volatility  33.30 %  38.20 %
Risk-free rate of return  2.70 %  2.04 %
Expected option term (years)  6.35 %  6.35 %

A summary of option activity under the Plan as of December 31, 2017 and changes during the year then ended are presented below:
        

Options  Weighted-Average Exercise
Price  Weighted-Average Remaining

Contractual Term
Outstanding at January 1, 2017  123,822   110.46   7.73 
Granted  5,743   180.00    -
Exercised  (1,446)  73.53    -
Forfeited or expired  (9,311)  90.78    -
Outstanding at December 31, 2017  118,808   115.81   6.90 
Vested and expected to vest at December 31, 2017  10,127   157.81   8.02 

A summary of option activity under the Plan as of September 30, 2018 and changes during the nine months then ended are presented below:

Options Weighted-Average Exercise
Price

Weighted-Average Remaining
Contractual Term

(Unaudited) (Unaudited) (Unaudited)
Outstanding at January 1, 2018 118,808 115.81 6.90 
Granted 17,100 177.05  -
Forfeited or expired (634) 157.81  -
Outstanding at September 30, 2018 135,274 123.35 6.84 
Vested and expected to vest at September 30, 2018 14,943 159.03 7.34 
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Unrecognized compensation expense related to the non-vested time-based options was $1,217,278 at December 31, 2017 and is expected to be recognized
over a weighted average period of 3.3 years. Compensation expense related to these time-based options was $374,020 and $366,834 for the year ended
December 31, 2017 and nine months ended September 30, 2018 (unaudited), respectively. Total intrinsic value of options exercised was $153,050 and $0 for
the year ended December 31, 2017 and nine months ended September 30, 2018 (unaudited), respectively. There were no options exercisable as of December
31, 2017 or September 30, 2018  (unaudited).

Note 5:     Long-Term Debt

On December 17, 2015, the Company entered into a Secured Credit Agreement (the Credit Agreement) which provided the Company a maximum borrowing
capacity of $128,000,000. The Credit Agreement was comprised of a $120,000,000 Term Loan (the Term Loan) and an $8,000,000 Revolving Credit Line
(the Revolver).  Direct loan origination fees of $2,506,270 were capitalized as deferred charges.

On June 11, 2017, the Company entered into the Second Amendment to the Credit Agreement and borrowed an additional $35,000,000. There were no
changes to the payment terms, interest rate or financial covenants in connection with the Second Amendment, with the exception that SigmaCare’s results are
now included for purposes of calculating the financial covenants and the quarterly principal payments increased from $300,000 to $387,500. The incremental
loan was accounted for as a debt modification. As a result, new lender fees of $1,246,086 were recorded as deferred charges. Proceeds from the incremental
loan were used to finance the purchase of SigmaCare. See Note 2, Acquisition, for further information.

Deferred charges are amortized under the straight-line method, which approximates the effective interest method, as interest expense over the remaining term
of the loan. The deferred charges were recorded as a reduction from the carrying amount of the Term Loan on the Company’s consolidated balance sheets.

Interest on the Term Loan and Revolver is determined based on either the LIBOR Rate or the Base Rate plus applicable margin. The applicable margin for a
Base Rate loan is 4.25%.  The applicable margin for a LIBOR Rate loan is 5.25%.  The rate to be utilized is at the option of the Company and can be changed
with each borrowing period.  A LIBOR Rate loan has a floor of 1% prior to adding the applicable margin.  A Base Rate means for any day the highest of the
fluctuating rate of either Federal Funds plus .5%, the Prime Rate, or the 1-month LIBOR Rate with a 1% floor plus 1%. The interest rate for both the Term
Loan and the Revolver was 6.58% at December 31, 2017. At December 31, 2017, no amounts were outstanding under the Revolver, with $8,000,000
available for future borrowings. The Company is required to make four quarterly interest and principal payments each year through November 1, 2021.  The
final payment on December 17, 2021 will be equal to the entire remaining principal balance on the Term Loan.

The Credit Agreement requires the Company to meet certain restrictive covenants, including, but not limited to, a fixed charge coverage ratio and a net
leverage ratio.  Additionally, there are certain restrictions including, but not limited to, limitations on total indebtedness and certain types of loans and
investments, declaring and paying dividends, and payments allowed under the subordination agreements.  The Agreement is also subject to an excess cash
flow requirement whereby the Company is required to prepay on the term note an amount equal to anywhere between 0-50% of its excess cash flow, as
defined by the Agreement. The Company did not generate sufficient excess cash flow during the year ended December 31, 2017 to require a prepayment.

The Agreement requires the Company to pay an unused commitment fee equal to the Revolving loan commitment each fiscal quarter at a rate of 0.5% per
annum.

Long-term debt at December 31, 2017 and September 30, 2018 consisted of the following:
      

 
September 30, 

2018  December 31,
2017

 (Unaudited)   
Term loan   151,650,000   152,425,000 
Revolver loan       -

  151,650,000   152,425,000 
Debt issuance costs   (2,228,806)  (2,749,771)
Less: Current portion   (149,421,194)  (1,162,500)

 $  - $ 148,512,729 
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Aggregate maturities of long-term debt were as follows:
Year Ending December 31,
2018 1,162,500 
2019 1,550,000 
2020 1,550,000 
2021 148,162,500 
Debt discount (2,749,711)

$ 149,675,289 

Note 6.    Commitments and Contingencies

Retirement Plan 
On January 1, 2017, the Company merged the two defined contribution plans into one plan with the MatrixCare 401(k) Plan (the 401(k) Plan) surviving the
merger.  The 401(k) Plan covers substantially all employees and allows participants to contribute their compensation under a 401(k)-salary reduction
arrangement, up to the maximum amount allowed by tax law. In addition, the Company made matching contributions each pay period, up to predetermined
percentages of the employee’s deferral. The Company recognized expense related to contributions to the 401(k) Plan of $1,234,848 for the year ended
December 31, 2017 and $1,014,818 for the nine months ended September 30, 2018 (unaudited).

Operating Leases 
The Company leases its facilities under noncancelable operating leases that expire at various dates through June 2024. The Company recognizes rent on a
straight-line basis. Certain leases provide free rent, tenant allowances, other lease incentives and escalating rents over the lease term, resulting in a deferred
rent liability of $1,268,502 at December 31, 2017, of which the current portion is included within accrued expenses and the non-current portion is included
within other liabilities on the consolidated balance sheets. The Company is required to pay a pro rata share of the lessor’s insurance, property taxes and other
operating expenses on certain facility leases. Total rent expense was $1,583,566 for the year ended December 31, 2017 and $1,361,421 for the nine months
ended September 30, 2018 (unaudited).

Future minimum lease payments are as follows:
Year Ending December 31,
2018 1,999,881 
2019 2,055,227 
2020 1,671,223 
2021 823,037 
2022 463,250 
Thereafter 718,281 

$ 7,730,899 
$ 7,730,899 

Capital Leases
The Company holds assets under capital lease commitments, principally computer equipment, and is obligated under existing capital lease commitments to
make future payments, including interest. Future capital lease payments are as follows:
Year Ending December 31,
2018 88,771 
2019 46,041 

$ 134,812 

Microsoft Azure
In December 2016, the Company entered into an agreement (MSFT Agreement) in which Microsoft will provide hosting services to the Company over a 3-
year period.  The terms of the MSFT Agreement required an initial payment of $3,500,000 in January 2017, a second installment of $3,250,000 in January
2018, and a third and final installment payment of $3,250,000 in January 2019. Additionally, the Company would receive 12%, or $1,200,000, of additional
hosting at no extra charge, if, and only if, the Company were able to use the entire $10,000,000 of hosting services over the 3-year period. Based on the facts
and circumstances available at December 31, 2017, reaching $10,000,000 of hosting services over a 3-year period was not deemed probable. As a result, the
12% of additional hosting at no extra charge was not recorded during the year ended December 31, 2017.
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On March 29, 2018, the MSFT Agreement was amended (MSFT Amendment). Under the terms of the MSFT Amendment, the contract period was extended
for two additional years and the Company received an additional $2,750,000 of hosting services, at no additional cost to the Company. Due to the extension of
the contract period, the Company now considers reaching $10,000,000 of hosting services probable and will recognize the aggregate amount of hosting
services to be received at no extra charge, or $3,950,000, on a weighted-average basis over the remaining 4 years of the MSFT Amendment beginning January
1, 2018.

First National Technology Solutions (FNTS)
On February 14, 2018, the company entered into a Technology Services and Data Center Resources Agreement (FNTS Agreement) to form a mutually
beneficial strategic alliance with FNTS, which provides hosting services to the Company, for the next five years. The terms of the FNTS Agreement require a
one-time $1,088,171 upfront payment in exchange for $1,088,171 of discounts on future purchases of hosting services provided by FNTS. The discount
percentage is based on the hosting services purchased each month and ranges from 5% to 10%. Any discounts that remain unused at the end of the five-year
period will be forfeited. The Company expects to use the entire balance of future discounts by the end of year four.

Note 7:    Income Taxes

As of December 31, 2017 (adjusted)
Net deferred tax assets and liabilities consist of the following components as of December 31, 2017 (in thousands):

December 31,
2017

Deferred tax assets: (Adjusted)
Net operating loss carryforwards 6,999 
Stock based compensation 149 
Accrued expenses 530 
Trade receivables 396 
Interest expense 2,207 
Deferred revenue 1,294 
Total deferred tax assets $ 11,575 

Deferred tax liabilities:
Definite lived intangible assets (24,470)
Capitalized research and development (2,953)
Property and equipment (952)
Deferred expenses (513)
Total deferred tax liabilities $ (28,888)

Net deferred tax liabilities $ (17,313)

As of December 31, 2017, the Company has federal net operating loss carryforwards totaling approximately $26,497,000 and state net operating loss
carryforwards totaling approximately $23,244,000 that may be used to offset future taxable income. The federal net operating loss carryforwards will expire in
2028 through 2038. The net operating loss expiration related to the various state income tax returns that the Company files varies by state.  The Company
evaluates the recoverability of its deferred tax assets by considering the expected reversals of deferred tax assets and liabilities to determine whether net
operating loss carryforwards are recoverable prior to expiration. As the Company is in an overall net deferred liability position, no valuation allowance has
been recorded.

To the extent these net operating loss carryforwards are available, the Company intends to use them to reduce the corporate income tax liability associated
with its operations. Section 382 of the U.S. Internal Revenue Code generally imposes an annual limitation on the amount of net operating loss carryforwards
that may be used to offset taxable income when a corporation has undergone significant changes in stock ownership. The Company believes an ownership
change under Section 382 has not occurred for the Parent entity.  However, the newly acquired SigmaCare has incurred a Section 382 change as a result of the
acquisition on June 19, 2017 (See Note 2, Acquisition, for further information). We believe that approximately $9,100,000 and $10,400,000 of federal and
state losses respectively are available from the SigmaCare acquisition. The maximum annual limitation of federal net operating losses applicable to us is
approximately $2,100,000 per year over the next 5 years. Thus, the total $19,500,000 of federal and state losses as of June 19, 2017 is available to offset
future income.
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The income tax benefit reflected in the statements of operations for the year ended December 31, 2017 consists of the following (in thousands):

December 31,
2017

(Adjusted)
Current state tax expense $ (140)
Current federal tax expense (45)
Current foreign tax expense (45)
Deferred benefit 11,404 
Total income tax benefit $ 11,174 

The income tax provision differs from the amount of income tax determined by applying the U.S. federal income tax rate of 34% for the year ended
December 31, 2017, respectively, to the Company’s pretax loss due to the following (in thousands):

December 31,
2017

(Adjusted)
Computed expected benefit $ 2,518 
State taxes net of federal benefit 567 
Tax impact of foreign activity (5)
State income, franchise and minimum fees (331)
Change in deferred tax rate 7,636 
Permanent expenses and other 789 
Total income tax benefit $ 11,174 

The Company is subject to income taxes in the U.S. federal, various other state jurisdictions and in India. With few exceptions, the Company is not subject to
income tax examinations by tax authorities in jurisdictions in which it files for years before 2014. The final timing and resolution of any particular uncertain
tax position is difficult to predict. The Company’s management evaluated the Company’s tax positions considering many factors, including past experience
and complex judgments about future events and concluded that the Company had taken no uncertain tax positions at December 31, 2017 that require
adjustment to the financial statements. The Company does not anticipate significant changes in its uncertain tax positions over the next twelve months.  It is
the Company’s practice to recognize interest and penalties accrued on any unrecognized tax benefits as a component of income tax expense.

As of September 30, 2018 (unaudited)
In accordance with ASC 740 Income Taxes, each interim reporting period is considered integral to the annual period, and tax expense is measured using an
estimated annual effective tax rate. An entity is required to record income tax expense each quarter based on its annual effective tax rate estimated for the full
fiscal year and use that rate to provide for income taxes on a current year-to-date basis, adjusted for discrete taxable events that occur during the interim
period.

Tax Cuts and Jobs Act (Tax Act)
On December 22, 2017, President Trump signed into law the statute commonly referred to as the Tax Act which enacts a broad range of changes to the
Internal Revenue Code of 1986, as amended.  The new legislation, among other things, includes changes to U.S. federal tax rates, imposes significant
additional limitations on the deductibility of interest, allows for the expensing of capital expenditures and puts into effect the migration from a “worldwide”
system of taxation to a territorial system.  The Company is still evaluating the impact of the tax reform.  The Company’s net deferred tax assets and liabilities
have been revalued at the newly enacted U.S. corporate rate resulting in a tax benefit of $7,636,000 primarily due to the reduction in corporate tax rate to 21%.
The Company continues to examine the impact this tax reform legislation may have on its business. 
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Note 8:    Related Party Transactions

The Company and their former owners, OMERS Private Equity (“OPE”) were under a Management Agreement pursuant to which general advisory and
management services were provided to the Company with respect to operating matters. Under the Management Agreement, OPE charged the Company
management fees of $275,000 and $206,250 for the year ended December 31, 2017 and nine months ended September 30, 2018 (unaudited), respectively.
OPE waived the remaining $75,000 in management fees for the year ended December 31, 2017 and for the nine months ended September 30, 2018
(unaudited), in exchange for a $75,000 cash dividend payment to the holders of Class B Common Stock on December 19, 2017 and October 17, 2018. The
December 19, 2017 dividend payment was reflected as a reduction to retained earnings within the consolidated statement of stockholders’ equity.  

Note 9:    Accounting Changes

The Company was acquired by a public company on November 13, 2018. The Company had previously adopted the private company accounting alternative
Accounting Standards Update (ASU) No 2014-02, Intangibles—Goodwill and Other (Topic 350): Accounting for Goodwill. The Company has changed its
accounting principle to reverse the effects of this adoption as a result of the acquisition. The following financial statement line items for the year ended
December 31, 2017, were affected by the change.

The impact of these changes on the financial statements consists of the following:
December 31, 2017

Consolidated Balance Sheet impact: As Previously Reported As Adjusted Effect of Change
Goodwill $ 161,583,611 $ 213,858,344 $ 52,274,733 
Total assets 305,275,459 357,550,192 52,274,733 
Deferred income taxes (12,678,098) (17,313,000) (4,634,902)
Accumulated deficit (68,693,992) (21,054,161) 47,639,831 
Total stockholders’ equity 106,094,295 153,734,126 47,639,831 
Total liabilities and stockholders’ equity 305,275,459 357,550,192 52,274,733 

Year Ended December 31, 2017
Consolidated Statement of Operations impact: As Previously Reported As Adjusted Effect of Change
Revenues $ 105,645,260 $ 105,645,260 $  -
Cost of revenues 31,504,990 31,504,990  -
Gross profit 74,140,270 74,140,270  -
Operating expenses:
Selling, general, and administrative 46,075,609 46,075,609  -
Depreciation expense 3,427,391 3,427,391  -
Amortization expense 42,693,460 22,438,955 (20,254,505)
Operating (loss) income (18,056,190) 2,198,315 20,254,505 

Other income (17,219) (17,219)  -
Interest expense 9,621,968 9,621,968  -
Loss before income tax expense (benefit) (27,660,939) (7,406,434) 20,254,505 
Income tax benefit (11,244,508) (11,174,465) 70,043 
Net income (loss) (16,416,431) 3,768,031 20,184,462 

December 31, 2017
Consolidated Statement of Stockholders' Equity impact: As Previously Reported As Adjusted Effect of Change
Balance at December 31, 2016 $ (52,202,561) $ (24,747,192) $ 27,455,369 
Net income (loss) (16,416,431) 3,768,031 20,184,462 
Balance at December 31, 2017 (68,618,992) (20,979,161) 47,639,831 

December 31, 2017
Consolidated Statement of Cash Flows impact: As Previously Reported As Adjusted Effect of Change
Net income (loss) $ (16,416,431) $ 3,768,031 $ 20,184,462 
Adjustments to reconcile net income (loss) to net cash provided by
    operating activities:  -  -  -

Amortization of intangible assets and goodwill 35,963,405 15,708,900 (20,254,505)
Deferred taxes (11,473,826) (11,403,783) 70,043 

Net cash provided by operating activities 11,852,125 11,852,125  -
Decrease in cash (6,508,998) (6,508,998)  -
Cash at beginning of year, including restricted cash 13,971,791 13,971,791  -
Cash at end of year, including restricted cash 7,462,793 7,462,793  -
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Exhibit 99.2
 

 Unaudited Pro Forma Condensed Combined Financial Information

On November 13, 2018, ResMed Operations Inc. (“ResMed Operations”) completed its previously announced acquisition of MatrixCare Holdings, Inc., a
Delaware corporation (“MatrixCare”), in accordance with an Agreement and Plan of Merger (the “Merger Agreement”), dated November 5, 2018, with
Evolved Sub, Inc. a Delaware corporation and a  wholly-owned subsidiary of ResMed Operations (“Merger Sub”), ResMed Inc. (“ResMed”), and OPE LGI
Holdings Limited, a Canadian private company in its capacity as the agent acting on behalf of the holders of common stock and common stock options of
MatrixCare. Pursuant to the Merger Agreement, Merger Sub merged with and into MatrixCare, with MatrixCare continuing as the surviving entity and
becoming a wholly-owned subsidiary of ResMed Operations (the “Merger”).  The Merger Agreement was filed as Exhibit 2.1 to ResMed’s Current Report on
Form 8-K, which was filed with the Securities and Exchange Commission on November 14, 2018 (the “Original 8-K”).

ResMed’s most recent fiscal year ended on June 30, 2018 and MatrixCare’s most recent fiscal year ended on December 31, 2017. Accordingly, the unaudited
pro forma condensed combined balance sheet as of September 30, 2018 combines ResMed’s historical unaudited consolidated balance sheet as of September
30, 2018 and MatrixCare’s unaudited consolidated balance sheet as of September 30, 2018. It is presented as if the acquisition of MatrixCare by ResMed had
occurred on September 30, 2018 and includes items that are directly attributable to the acquisition and factually supportable, regardless of whether they have a
continuing impact or are nonrecurring.

To present results for comparable periods, the unaudited pro forma condensed combined statements of income for the twelve months ended June 30, 2018
combines the historical results of ResMed for the fiscal year ended June 30, 2018 and the historical results of MatrixCare for the twelve months ended June
30, 2018, and the unaudited pro forma condensed combined statements of income for the three months ended September 30, 2018 combines the historical
results of ResMed for the three months ended September 30, 2018 and the historical results of MatrixCare for the three months ended September 30, 2018.
The unaudited pro forma condensed combined statements of income are presented as if the acquisition of MatrixCare by ResMed had occurred on July 1,
2017, the beginning of ResMed’s 2018 fiscal year, and excludes items related to the acquisition that are nonrecurring but includes items that are directly
attributable to the acquisition, expected to have a continuing impact, and factually supportable.

The following unaudited pro forma condensed combined financial information should be read in conjunction with:

· the notes to the unaudited pro forma condensed combined financial statements;
· the Original 8-K;
· the historical audited consolidated financial statements and accompanying notes of ResMed included in its Annual Report on Form 10-K as of and

for the year ended June 30, 2018;
· the historical unaudited interim consolidated financial statements and accompanying notes of ResMed included in its Quarterly Report on Form

10-Q as of and for the three months ended September 30, 2018; and
· the historical audited consolidated financial statements and accompanying notes of MatrixCare as of and for the year ended December 31, 2017

(presented in Exhibit 99.1 to this Amendment No. 1 to the Original 8-K); and
· the historical unaudited consolidated financial statements and accompanying notes of MatrixCare as of and for the nine months ended September

30, 2018 (presented in Exhibit 99.1 to this Amendment No. 1 to the Original 8-K).

The preliminary allocation of the purchase price presented below, in Note 2, and used to prepare the unaudited pro forma financial information, is based on a
preliminary valuation of assets acquired and liabilities assumed. Accordingly, the pro forma purchase price adjustments are subject to further adjustments as
additional information becomes available and as additional analysis is performed. The preliminary pro forma purchase price adjustments have been made
solely to provide the unaudited pro forma financial statements included herewith. A final determination of these fair values will be based on the actual net
tangible and intangible assets of MatrixCare that exist as of the closing date of the transaction. In addition, the unaudited pro forma condensed combined
financial statements do not reflect the costs of integration or benefits that may result from realizing future cost savings from operating efficiencies or revenue
synergies expected to result from the acquisition.

The unaudited pro forma condensed combined financial statements are provided for informational purposes only and do not necessarily indicate results that
would have occurred had the acquisition been completed as of the dates indicated. In addition, the unaudited pro forma financial information does not purport
to indicate the future financial position or operating results of the combined operations.
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RESMED INC.
UNAUDITED PRO FORMA CONDENSED COMBINED BALANCE SHEET

AT SEPTEMBER 30, 2018
(In USD thousands)

ResMed
Historical

MatrixCare 
Historical

Pro Forma
Adjustments

(Note 2) Ref
Pro-Forma
Combined

Assets
Current assets:
Cash and cash equivalents $ 230,188 $ 15,293 $  - $ 245,481 
Accounts receivable, net 463,743 18,230  - 481,973 
Inventories 282,555  -  - 282,555 
Prepaid expenses and other current assets 111,757 10,722  - 122,479 
Total current assets 1,088,243 44,245  - 1,132,488 
Non-current assets:
Property, plant and equipment, net 381,822 20,795  - 402,617 
Goodwill 1,192,030 213,838 345,281 a 1,751,149 
Other intangible assets, net 242,193 82,762 162,238 a, b 487,193 
Deferred income taxes 46,226  -  - 46,226 
Prepaid taxes and other non-current assets 117,024 3,548  - 120,572 
Total non-current assets 1,979,295 320,943 507,519 2,807,757 
Total assets $ 3,067,538 $ 365,188 $ 507,519 $ 3,940,245 
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable $ 98,709 $ 5,082 $  - $ 103,791 
Accrued expenses 169,465 9,111 20,372 c 198,948 
Deferred revenue 64,822 24,341 (7,496) 81,667 
Income taxes payable 76,137  -  - 76,137 
Short-term debt, net 11,975 149,421 (149,421) d 11,975 
Total current liabilities 421,108 187,955 (136,545) 472,518 
Non-current liabilities:
Deferred revenue 73,810 3,441  - 77,251 
Deferred income taxes 16,091 17,313 57,428 a 90,832 
Other long-term liabilities 534 994  - 1,528 
Long-term debt, net 517,637  - 762,494 d 1,280,131 
Long-term income taxes payable 138,102  -  - 138,102 
Total non-current liabilities 746,174 21,748 819,922 1,587,844 
Total liabilities 1,167,282 209,703 683,377 2,060,362 
Commitments and contingencies
Stockholders’ equity:
Preferred stock  -  -  -  -
Common stock 570 13 (13) g 570 
Additional paid-in capital 1,463,669 175,286 (175,286) g 1,463,669 
Retained earnings 2,296,473 (19,670) (703) g 2,276,100 
Treasury stock (1,623,256) (144) 144 g (1,623,256)
Accumulated other comprehensive loss (237,200)  -  - (237,200)
Total stockholders’ equity 1,900,256 155,485 (175,858) 1,879,883 
Total liabilities and stockholders’ equity $ 3,067,538 $ 365,188 $ 507,519 $ 3,940,245 

See accompanying notes to unaudited pro forma condensed combined financial statements.
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RESMED INC.
UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENTS OF INCOME

FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2018
(In USD thousands, except per share amounts)

ResMed
Historical

MatrixCare 
Historical

Pro Forma
Adjustments

(Note 2) Ref
Pro-Forma
Combined

Net revenue $ 588,279 $ 28,835 $  - $ 617,114 
Cost of sales 245,186 8,458  - 253,644 
Gross profit 343,093 20,377  - 363,470 
Operating expenses:
Selling, general and administrative 147,303 8,834  - 156,137 
Research and development 38,791 4,925  - 43,716 
Amortization of acquired intangible assets 12,867 9,066 (3,078) b 18,855 
Total operating expenses 198,961 22,825 (3,078) 218,708 
Income from operations 144,132 (2,448) 3,078 144,762 
Other income (loss), net:
Interest income 922  -  - 922 
Interest expense (3,708) (2,966) (3,168) e (9,842)
Other, net (2,465) 12  - (2,453)
Total other income (loss), net (5,251) (2,954) (3,168) (11,373)
Income before income taxes 138,881 (5,402) (90) 133,389 
Income tax expense (benefit) 33,144 271 (1,424) f 31,991 
Net income $ 105,737 $ (5,673) $ 1,334 $ 101,398 
Basic earnings per share $ 0.74 $ 0.71 
Diluted earnings per share $ 0.73 $ 0.70 

Basic shares outstanding (000's) 142,668 142,668 
Diluted shares outstanding (000's) 144,030 144,030 

See accompanying notes to unaudited pro forma condensed combined financial statements.

3

 



  RESMED INC.
UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENTS OF INCOME

FOR THE TWELVE MONTHS ENDED JUNE 30, 2018
(In USD thousands, except per share amounts)

ResMed
Historical

MatrixCare 
Historical

Pro Forma
Adjustments

(Note 2) Ref
Pro-Forma
Combined

Net revenue $ 2,340,196 $ 117,046 $  - $ 2,457,242 
Cost of sales 978,032 33,207  - 1,011,239 
Gross profit 1,362,164 83,839  - 1,446,003 
Operating expenses:
Selling, general and administrative 600,369 34,689  - 635,058 
Research and development 155,149 23,139  - 178,288 
Amortization of acquired intangible assets 46,383 37,479 (13,527) b 70,335 
Restructuring Expenses 18,432  -  - 18,432 
Total operating expenses 820,333 95,307 (13,527) 902,113 
Income from operations 541,831 (11,468) 13,527 543,890 
Other income (loss), net:
Interest income 16,378  -  - 16,378 
Interest expense (28,355) (11,791) (12,746) e (52,892)
Other, net (8,542) (25)  - (8,567)
Total other income (loss), net (20,519) (11,816) (12,746) (45,081)
Income before income taxes 521,312 (23,284) 781 498,809 
Income taxes 205,724 (10,994) 4,693 f 199,423 
Net income $ 315,588 $ (12,290) $ (3,912) $ 299,386 
Basic earnings per share (note 11) $ 2.21 $ 2.10 
Diluted earnings per share (note 11) $ 2.19 $ 2.08 

Basic shares outstanding (000's) 142,764 142,764 
Diluted shares outstanding (000's) 143,987 143,987 

See accompanying notes to unaudited pro forma condensed combined financial statements.
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Exhibit 99.2
RESMED INC.

NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS

Note 1. Basis of Pro Forma Preparation

The unaudited pro forma condensed combined financial statements are based on the historical consolidated financial statements of ResMed and MatrixCare
after giving effect to the acquisition using the purchase method of accounting in accordance with Accounting Standards Codification (“ASC”) Topic 805,
Business Combinations, and applying the assumptions and adjustments described in the accompanying notes. The unaudited pro forma condensed combined
balance sheet is presented as if the acquisition had occurred on September 30, 2018. The unaudited pro forma condensed combined statements of income for
the three months ended September 30, 2018 and the twelve months ended June 30, 2018 are presented as if the acquisition had occurred on July 1, 2017.

Note 2. Pro Forma Adjustments

(a) Purchase Price Allocation

For pro forma purposes, we have preliminarily allocated the purchase price to the net tangible and intangible assets based on their estimated fair values.
Therefore, the assets acquired and liabilities assumed, including intangible assets, presented in the table below are provisional and will be finalized after
ResMed receives and reviews all available data as soon as practicable and not later than one year from the acquisition date.

The following table is a summary of the preliminary purchase price allocation including preliminary estimates of the fair value of net assets acquired and the
resulting goodwill of the acquisition of MatrixCare, as reflected in the unaudited pro forma condensed consolidated balance sheet at September 30, 2018:

USD ('000)
Cash paid at closing $ 613,072 
Developed technology 82,000 
Customer relationships 145,000 
Trade names 18,000 
Goodwill 554,335 
Deferred tax liability (57,428)
Total intangible assets $ 741,907 
MatrixCare historical net assets/(liabilities) 155,485 
Add: Fair value adjustment to MatrixCare deferred revenue 7,496 
Less: MatrixCare historical goodwill (209,053)
Less: MatrixCare historical intangible assets value (82,762)
Total purchase price $ 613,072 

(b) Acquired Intangible Assets

The acquired intangible assets and related amortization expense based on the preliminary estimate of fair value for the twelve months ended June 30, 2018
and three months ended September 30, 2018 are as follows:

Amortization Expense
(USD '000)

Preliminary
Fair Value ('000)

Useful
Lives

(years)
Twelve months ended 

June 30, 2018

Three months
ended

September 30, 2018
Developed technology $ 82,000 7 $ 11,714 $ 2,929 
Customer relationships 145,000 15 9,667 2,417 
Trade names 18,000 7 2,571 643 
Total $ 245,000 $ 23,952 $ 5,988 
Less: Elimination of MatrixCare historical intangible assets and related
amortization (82,762) (37,479) (9,066)

Pro forma adjustment $ 162,238 $ (13,527) $ (3,078)

(c)
 
Acquisition-related Costs

ResMed and MatrixCare did not incur any significant acquisition costs in the twelve months ended June 30, 2018 or the three months ended September 30,
2018. As such, no adjustment for acquisition costs has been made to the unaudited pro forma condensed consolidated income statement for the twelve months
ended June 30, 2018 or the three months ended September 30, 2018.  However, a pro forma adjustment to other current liabilities in the unaudited pro forma
condensed consolidated balance sheet at September 30, 2018 was made to recognize direct acquisition-related costs incurred by ResMed and MatrixCare of
$3.7 million and $16.7 million, respectively, which are not yet reflected in the historical financial statements.
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Exhibit 99.2
RESMED INC.

NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS
  (d) Debt Transactions

ResMed financed the acquisition with an increase in the existing revolving credit facility. This pro forma presentation assumes that ResMed utilized $762.5
million from its existing revolving credit facility. The debt obligation amount is presented as pro forma adjustment to long term debt in the unaudited pro
forma condensed consolidated balance sheet at September 30, 2018.

MatrixCare’s debt balances were repaid in conjunction with the closing of the acquisition. Accordingly,  MatrixCare’s short term debt of $149.4 million at
September 30, 2018 is presented as repaid in the unaudited pro forma condensed consolidated balance sheet.

(e) Interest Expense

Pro forma interest expense is presented to include ResMed’s additional $762.5 million in funds, discussed above, along with the reversal of MatrixCare’s
interest expense for the twelve months ended June 30, 2018 and three months ended September 30, 2018 as  presented below.

ResMed incurred debt issuance costs of $1.8 million in connection with the increase in the existing revolving credit facility. ResMed’s amortization of these
debt issuance costs are included as pro forma adjustments in the unaudited pro forma condensed consolidated statements of income for the twelve months
ended June 30, 2018 and three months ended September 30, 2018.

Twelve Months Ended Three Months Ended
June 30, 2018 September 30, 2018

USD(‘000) USD(‘000) USD(‘000) USD(‘000)
Company:
Credit facility borrowing 762,494 762,494 
LIBOR plus 0.75% 3.16 % 3.16 %
Interest expense 24,095 6,024 
Debt issuance cost amortization expense 443 111 
Pro forma adjustment 24,537 6,134 
MatrixCare:
Term Loan 149,421 149,248 
LIBOR plus margin 7.50 % 7.50 %
Actual interest expense (9,196) (2,314)
Debt issuance cost amortization expense (2,595) (653)
Pro forma adjustment (11,791) (2,966)
Total Pro forma adjustment 12,746 3,168 

The pro forma presentation of the effect on income taxes was calculated using the U.S. statutory rate for adjustments related to MatrixCare and ResMed. The
adjustments to income taxes are summarized in the following table:

Twelve Months Ended Three Months Ended
June 30, 2018 September 30, 2018

Jurisdiction Pro Forma
Adjustment

Tax Rate
(%) USD(‘000) Pro Forma

Adjustment
Tax Rate

(%) USD(‘000)

Amortization expense US (13,527) 28.0 (3,787) (3,078) 21.0 (646)
Interest expense US 12,746 28.0 3,569 3,168 21.0 665 
Total Pro forma adjustment (218) 19 

Although not reflected in the pro forma financial statements, the effective tax rate of the combined company could be significantly different depending on
post-acquisition activities, such as the tax treatment applicable to each entity and the geographical mix of taxable income affecting state and foreign taxes,
among other factors.

(g) Equity

MatrixCare’s historical net assets are eliminated as a pro forma adjustment to the unaudited pro forma condensed consolidated balance sheet at September 30,
2018. In addition, as discussed above in 2(c) and 2(e), pro forma adjustments to retained earnings were made for activities that are not yet reflected in the
historical financial statements for acquisition-related costs. These adjustments are not reflected in and do not affect the unaudited pro forma condensed
combined statements of income as they are non-recurring.
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