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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90

days. Yes No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files).  Yes No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
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. (Check one):
Large accelerated filer Accelerated filer
Non-accelerated filer (Do not check if a smaller reporting company) Smaller reporting company

Emerging growth company
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act.

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes No

As of July 31, 2017, there were 180,611,892 shares of the registrant's $0.01 par value common stock outstanding.
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements
ALLSCRIPTS HEALTHCARE SOLUTIONS, INC.

CONSOLIDATED BALANCE SHEETS

(Unaudited)
June 30, December 31,
(In thousands, except per share amounts) 2017 2016
ASSETS
Current assets:
Cash and cash equivalents $82,714 $ 95,607
Restricted cash 6,400 1,003

Accounts receivable, net of allowance of $37,618 and $32,670 as of

June 30, 2017 and December 31, 2016, respectively 420,116 405,172
Prepaid expenses and other current assets 113,563 102,551
Total current assets 622,793 604,333
Available for sale marketable securities 63,450 149,100
Fixed assets, net 160,470 148,810
Software development costs, net 192,920 163,879
Intangible assets, net 698,950 741,403
Goodwill 1,929,283 1,924,052
Deferred taxes, net 3,451 2,791
Other assets 112,738 97,791
Total assets $3,784,055 $3,832,159

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:

Accounts payable $114,725 $126,144
Accrued expenses 77,375 86,135
Accrued compensation and benefits 59,255 64,291
Deferred revenue 388,647 363,772
Current maturities of long-term debt 21,413 15,158
Current maturities of non-recourse long-term debt - Netsmart 2,460 2,451
Current maturities of capital lease obligations 8,573 9,126
Total current liabilities 672,448 667,077
Long-term debt 730,028 717,853
Non-recourse long-term debt - Netsmart 576,427 576,918
Long-term capital lease obligations 7,628 9,877
Deferred revenue 18,871 18,009
Deferred taxes, net 137,252 141,752
Other liabilities 66,302 39,787
Total liabilities 2,208,956 2,171,273
Redeemable convertible non-controlling interest - Netsmart 409,610 387,685

Commitments and contingencies
Stockholders’ equity:
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Preferred stock: $0.01 par value, 1,000 shares authorized,

no shares issued and outstanding as of June 30, 2017 and December 31, 2016 0 0
Common stock: $0.01 par value, 349,000 shares authorized as of June 30, 2017 and

December 31, 2016; 269,116 and 180,612 shares issued and outstanding as of

June 30, 2017, respectively; 267,997 and 180,510 shares issued and outstanding as

of December 31, 2016, respectively 2,691 2,680
Treasury stock: at cost, 88,504 and 87,487 shares as of June 30, 2017 and

December 31, 2016, respectively (322,735 ) (310,993
Additional paid-in capital 1,784,247 1,789,959
Accumulated deficit (337,303 ) (187,351
Accumulated other comprehensive loss (2,335 ) (61,829
Total Allscripts Healthcare Solutions, Inc.'s stockholders' equity 1,124,565 1,232,466
Non-controlling interest 40,924 40,735
Total stockholders’ equity 1,165,489 1,273,201
Total liabilities and stockholders’ equity $3,784,055 $3,832,159

The accompanying notes are an integral part of these consolidated financial statements.
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ALLSCRIPTS HEALTHCARE SOLUTIONS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)

(In thousands, except per share amounts)

Revenue:

Software delivery, support and maintenance

Client services

Total revenue

Cost of revenue:

Software delivery, support and maintenance

Client services

Amortization of software development and acquisition-related assets
Total cost of revenue

Gross profit

Selling, general and administrative expenses

Research and development

Asset impairment charges

Amortization of intangible and acquisition-related assets
Income from operations

Interest expense

Other (loss) income, net

Impairment of long-term investments

Equity in net (loss) income of unconsolidated investments
(Loss) income before income taxes

Income tax benefit (provision)

Net loss

Less: Net loss (income) attributable to non-controlling interests
Less: Accretion of redemption preference on redeemable

convertible non-controlling interest - Netsmart
Net loss attributable to Allscripts Healthcare

Solutions, Inc. stockholders
Loss per share - basic attributable to Allscripts

Healthcare Solutions, Inc. stockholders
Loss per share - diluted attributable to Allscripts

Healthcare Solutions, Inc. stockholders

Three Months Ended  Six Months Ended

June 30,

2017 2016

$279,272 $249,871
146,819 136,650
426,091 386,521
89,071 79,154
122,229 118,683
27,300 22,000
238,600 219,837
187,491 166,684
112,037 94,802
46,459 47,891
0 0
7,891 5,417
21,104 18,574
(20,290 ) (16,421
214 ) 106
(144,590) O
28 ) (4,898

(144,018) (2,639

1,007

503

(143,011) (2,136

264

87

(10,963 ) (8,153 ) (21,925

$(153,710) $(10,202) $(173,690) $(8,153

$(0.85

$(0.85

) $(0.05

) $(0.05

The accompanying notes are an integral part of these consolidated financial statements.
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June 30,
2017 2016
$551,730 $479,029
287,836 253,050
839,566 732,079
172,468 154,323
247,168 219,542
53,787 39,632
473,423 413,497
366,143 318,582
222,882 178,955
95,691 94,928
0 4,650
15,203 9,579
32,367 30,470
) (40,470 ) (23,390)
25 472
(144,590) O
) 257 (7,501 )
) (152,411) 51
835 (60 )
) (151,576) (9 )
(189 ) 9
) (8,153 )
)
) $(0.96 ) $(0.04 )
) $(0.96 ) $(0.04 )
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ALLSCRIPTS HEALTHCARE SOLUTIONS, INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(Unaudited)

(In thousands)

Net loss

Other comprehensive income (loss):

Foreign currency translation adjustments

Change in unrealized gain (loss) on available for sale securities
Change in fair value of derivatives qualifying as cash flow hedges
Other comprehensive income (loss) before income tax benefit
(expense)

Income tax benefit (expense) related to items in other

comprehensive loss
Total other comprehensive income (loss)
Comprehensive loss
Less: Comprehensive loss (income) attributable to

non-controlling interests
Comprehensive loss, net

June 30,
2017

832
131,213
(315 )

131,730

124
131,854
(11,157 )

264

2016

%43 )
(18,115)
227 )

(19,285)

89
(19,196)
(21,332)

87

The accompanying notes are an integral part of these consolidated financial statements.

5

Three Months Ended Six Months Ended

June 30,
2017 2016
$(143,011) $(2,136 ) $(151,576) $(9 )

2,347 (199 )
56,511 (18,115)
1,033 214

59,891 (18,100)

(397 ) (85 )
59,494 (18,185)
(92,082 ) (18,194)

(189 ) 9

$(10,893 ) $(21,245) $(92,271 ) $(18,185)
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ALLSCRIPTS HEALTHCARE SOLUTIONS, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
Six Months Ended
June 30,

(In thousands) 2017 2016
Cash flows from operating activities:
Net loss $(151,576) $(9 )
Adjustments to reconcile net loss to net cash provided by operating

activities:
Depreciation and amortization 101,297 76,576
Stock-based compensation expense 18,461 20,057
Excess tax benefits from stock-based compensation 0 (962 )
Deferred taxes 4,659 ) (1,560 )
Asset impairment charges 0 4,650
Impairment of long-term investments 144,590 O
Equity in net (income) loss of unconsolidated investments (257 ) 7,501
Other losses, net 2,294 963
Changes in operating assets and liabilities (net of businesses acquired):
Accounts receivable, net (13,047 ) (12,407 )
Prepaid expenses and other assets (9,231 ) 2,923
Accounts payable (2,830 ) 15,751
Accrued expenses (5,187 ) (8,709 )
Accrued compensation and benefits (2,102 ) (11,404 )
Deferred revenue 24,923 37,623
Other liabilities 6,683 1,106
Net cash provided by operating activities 109,359 132,099
Cash flows from investing activities:
Capital expenditures (25,035 ) (16,632 )
Capitalized software (71,582 ) (37,106 )
Cash paid for business acquisitions, net of cash acquired (3,975 ) (905,540)
Purchases of equity securities, other investments and related

intangible assets (1,323 ) (20,685 )
Proceeds received from sale of fixed assets 0 37
Net cash used in investing activities (101,915) (979,926)
Cash flows from financing activities:
Proceeds from sale or issuance of common stock 0 5
Proceeds from issuance of redeemable convertible preferred stock - Netsmart 0 333,605
Excess tax benefits from stock-based compensation 0 962
Taxes paid related to net share settlement of equity awards (6,554 ) (7,363 )
Payments of capital lease obligations (5,966 ) (1,638 )
Credit facility payments (110,939) (51,362 )
Credit facility borrowings, net of issuance costs 120,000 599,135

Repurchase of common stock (12,077 ) (52,075 )
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Net cash (used in) provided by financing activities (15,536 ) 821,269
Effect of exchange rate changes on cash and cash equivalents 596 340

Net decrease in cash and cash equivalents (7,496 ) (26,218 )
Cash, cash equivalents and restricted cash, beginning of period 96,610 116,873
Cash, cash equivalents and restricted cash, end of period $89,114 $90,655

The accompanying notes are an integral part of these consolidated financial statements.
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ALLSCRIPTS HEALTHCARE SOLUTIONS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

1. Basis of Presentation and Significant Accounting Policies
Principles of Consolidation

The consolidated financial statements include the accounts of Allscripts Healthcare Solutions, Inc. (“Allscripts™) and its
wholly-owned subsidiaries and controlled affiliates. All significant intercompany balances and transactions have been
eliminated. Each of the terms “we,” “us,” “our” or the “Company” as used herein refers collectively to Allscripts Healthcare
Solutions, Inc. and its wholly-owned subsidiaries and controlled affiliates, unless otherwise stated.

Unaudited Interim Financial Information

The unaudited interim consolidated financial statements as of and for the three and six months ended June 30, 2017

and 2016 have been prepared in accordance with the rules and regulations of the Securities and Exchange Commission
(the “SEC”) for interim financial reporting. These interim consolidated financial statements are unaudited and, in the
opinion of our management, include all adjustments, consisting of normal recurring adjustments and accruals,

necessary to present fairly the consolidated financial statements for the periods presented in accordance with generally
accepted accounting principles in the United States of America (“GAAP”). The consolidated results of operations for the
three and six months ended June 30, 2017 are not necessarily indicative of the results to be expected for the full year
ending December 31, 2017.

Certain information and footnote disclosures normally included in annual financial statements prepared in accordance
with GAAP have been condensed or omitted in accordance with the SEC's rules and regulations for interim reporting,
although the Company believes that the disclosures made are adequate to make that information not misleading. These
unaudited interim consolidated financial statements should be read in conjunction with the consolidated financial
statements and related notes included in our Annual Report on Form 10-K for the year ended December 31, 2016 (our
“Form 10-K”).

Use of Estimates

The preparation of consolidated financial statements in accordance with GAAP requires us to make estimates and
assumptions that affect the amounts reported and disclosed in the consolidated financial statements and the
accompanying notes. Actual results could differ materially from these estimates.

Significant Accounting Policies

There have been no changes to our significant accounting policies from those disclosed in our Form 10-K.

Recently Adopted Accounting Pronouncements

In March 2016, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update No. 2016-07,
Investments — Equity Method and Joint Ventures (Topic 323): Simplifying the Transition to the Equity Method of

11
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Accounting (“ASU 2016-07"). The guidance in ASU 2016-07 eliminates the requirement that, when an investment
qualifies for use of the equity method as a result of an increase in the level of ownership interest or degree of
influence, an investor must adjust the investment, results of operations, and retained earnings retroactively on a
step-by-step basis as if the equity method had been in effect during all previous periods that the investment had been
held. The amendments require that the equity method investor add the cost of acquiring the additional interest in the
investee to the current basis of the investor’s previously held interest and adopt the equity method of accounting as of
the date the investment becomes qualified for equity method accounting. The amendments also require that an entity
that has an available-for-sale equity security that becomes qualified for the equity method of accounting recognize
through earnings the unrealized holding gain or loss in accumulated other comprehensive income at the date the
investment becomes qualified for use of the equity method. ASU 2016-07 is effective for interim and annual periods
beginning after December 15, 2016, and should be applied prospectively. Early application is permitted. We adopted
this new guidance effective January 1, 2017 and the adoption did not have any impact on our consolidated financial
statements.

7
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In March 2016, the FASB issued Accounting Standards Update No. 2016-09, Compensation — Stock Compensation
(Topic 718): Improvements to Share-Based Payment Accounting (“ASU 2016-09”"). The Company adopted ASU
2016-09 effective January 1, 2017, which requires that tax effects related to employee share-based payments be
recorded prospectively as a component of the provision for income taxes, thus potentially increasing the volatility in
our effective tax rate (see Note 9, “Income Taxes”). Additionally, we prospectively adopted the requirement to present
recognized excess tax benefits related to employee share-based payments as an operating activity in the accompanying
Consolidated Statements of Cash Flows. ASU 2016-09 also eliminates prospectively the requirement to consider
anticipated tax windfalls and shortfalls in the calculation of assumed proceeds under the treasury stock method used
for computing the dilutive effect of share-based payment awards in the calculation of diluted earnings per share.
Finally, ASU 2016-09 requires the recognition of excess tax benefits related to employee share-based payments,
regardless of whether the tax deduction reduces taxes payable. As part of the adoption of this requirement, we
decreased the opening balance of accumulated deficit by $1.8 million to recognize excess tax benefits not previously
recorded since they did not reduce taxes payable. The adoption of the remaining requirements of ASU 2016-09 did not
have an impact on our financial position or results of operation.

In August 2016, the FASB issued Accounting Standards Update No. 2016-15, Statement of Cash Flows (Topic

230): Classification of Certain Cash Receipts and Cash Payments (“ASU 2016-15). The guidance in ASU 2016-15
eliminates the diversity in practice related to the classification of certain cash receipts and payments in the statement
of cash flows, by adding or clarifying guidance on eight specific cash flow issues. ASU 2016-15 is effective for
annual periods beginning after December 15, 2017, and interim periods within those annual periods. Early adoption is
permitted. We early adopted this new guidance effective January 1, 2017 and the adoption did not have any impact on
our consolidated financial statements.

In May 2017, the FASB issued Accounting Standards Update No. 2017-09, Compensation — Stock Compensation
(Topic 718): Scope of Modification Accounting (“ASU 2017-09”). The guidance in ASU 2017-09 clarifies when to
account for a change to the terms or conditions of a share-based payment award as a modification. ASU 2017-09 is
effective prospectively for annual periods beginning after December 15, 2017, and interim periods within those annual
periods. Early adoption is permitted, including adoption in an interim period. We early adopted this new guidance
effective June 1, 2017 and the adoption did not have any impact on our consolidated financial statements.

Accounting Pronouncements Not Yet Adopted

In May 2014, the FASB issued Accounting Standards Update No. 2014-09, Revenue from Contracts with Customers:
Topic 606 (“ASU 2014-09”), to supersede nearly all existing revenue recognition guidance under GAAP. The core
principle of ASU 2014-09 is to recognize revenue when promised goods or services are transferred to customers in an
amount that reflects the consideration that is expected to be received for those goods or services. ASU 2014-09
defines a five-step process to achieve this principle and, in doing so, it is possible more judgment and estimates may
be required within the revenue recognition process than required under existing GAAP, including identifying
performance obligations in the contract, estimating the amount of variable consideration to include in the transaction
price and allocating the transaction price to each separate performance obligation. As issued, ASU 2014-09 was
effective for us for annual reporting periods beginning after December 15, 2016, including interim periods within that
reporting period. On August 12, 2015, the FASB issued ASU 2015-14, which deferred the effective date of ASU
2014-09 by one year to annual reporting periods beginning after December 15, 2017, while also permitting companies
to voluntarily adopt the new revenue standard as of the original effective date. In addition, during 2016, the FASB
issued ASU 2016-08, ASU 2016-10, 2016-11, 2016-12 and 2016-20, all of which clarify certain implementation
guidance within ASU 2014-09.

The new revenue recognition guidance permits two methods of adoption: retrospectively to each prior reporting period
presented (full retrospective method), or retrospectively with the cumulative effect of initially applying the guidance
recognized at the date of initial application (modified retrospective method). We have decided to adopt the standard
effective January 1, 2018 using the modified retrospective method.

13
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We have completed our assessment of our systems, available data and processes that will be affected by the
implementation of this new guidance. We are continuing to work towards establishing policies, updating our processes
and implementing necessary changes to be able to comply with the new requirements. Through evaluation of the
standard’s requirements, the Company plans to utilize several practical expedients including (i) viewing shipping and
handling as a fulfillment cost versus a distinct performance obligation, and (ii) the right to invoice expedient as it
relates to reimbursable expenses and transaction-related revenue activities. Based on the results of our assessment to
date, we anticipate this standard will have an impact, which could be significant, on our consolidated financial
statements. While we are continuing to assess all potential impacts of the standard, we currently believe the most
significant impact relates to our accounting for software license revenue. We expect revenue related to hardware,
software-as-a-service-based offerings, client services, electronic data interchange services, and managed services to
remain substantially unchanged. We expect to recognize a significant portion of license revenue upfront rather than be
restricted to payment amounts due under extended payment term contracts as required under the current guidance. We
also expect to recognize license revenue upfront rather than over the subscription period from certain multi-year
software subscription contracts that include both software licenses and software support and maintenance. Due to the
complexity of certain of our license subscription contracts, the actual revenue license recognition treatment required
under the new standard will be dependent on contract-specific terms, and may vary in some instances from upfront
recognition.

8

14



Edgar Filing: ALLSCRIPTS HEALTHCARE SOLUTIONS, INC. - Form 10-Q

In January 2017, the FASB issued Accounting Standards Update No. 2017-01, Business Combinations (Topic 805):
Clarifying the Definition of a Business (“ASU 2017-01""). ASU 2017-01 provides new accounting guidance to assist an
entity in evaluating when a set of transferred assets and activities is a business. The guidance is effective for fiscal
years, and interim periods within those fiscal years, beginning after December 15, 2017, and should be applied
prospectively to any transactions occurring within the period of adoption. Early adoption is permitted, including for
interim or annual periods in which the financial statements have not been issued or made available for issuance. We
are currently evaluating the impact of adopting this new guidance, including the timing of adoption.

In January 2017, the FASB issued Accounting Standards Update No. 2017-04, Intangibles—Goodwill and Other (Topic
350): Simplifying the Test for Goodwill Impairment (“ASU 2017-04"), which provides new accounting guidance to
simplify the accounting for goodwill impairment. ASU 2017-04 removes Step Two of the goodwill impairment test,
which requires a hypothetical purchase price allocation. Under the new guidance, a goodwill impairment will equal
the amount by which a reporting unit’s carrying value exceeds its fair value, not to exceed the carrying amount of
goodwill assigned to the reporting unit. All other goodwill impairment guidance will remain largely unchanged.
Entities will continue to have the option to perform a qualitative assessment to determine if a quantitative impairment
test is necessary. ASU 2017-04 is effective for annual and interim periods in fiscal years beginning after December 15,
2019 with early adoption permitted for any goodwill impairment tests performed after January 1, 2017. The new
guidance is to be applied prospectively. We are currently evaluating the impact of this accounting guidance, including
the timing of adoption.

We do not believe that any other recently issued, but not yet effective accounting standards, if adopted, would have a
material impact on our consolidated financial statements.

2. Business Combinations
2017 Business Combinations
Asset Purchase Agreement with Third Party

On March 31, 2017, Netsmart (as defined below) entered into an Asset Purchase Agreement with a third party, for an
aggregate cash consideration of $4.0 million, to acquire intellectual property, certain contractual relationships and
certain associates. This transaction has been accounted for as a business combination. The Asset Purchase Agreement
provides for contingent consideration to be paid to the third party based on the number of customers of the third party
that migrate to Netsmart’s electronic health record product. The value of the contingent consideration has been
estimated to be $0.7 million. Netsmart accrued $0.5 million at June 30, 2017 within other liabilities. This amount
represents the discounted fair value of the contingent consideration. This transaction resulted in the recognition of
goodwill of $4.4 million. The allocation of the fair value of the consideration transferred is based on management’s
judgment after evaluating several factors, including a preliminary valuation assessment.

2016 Business Combinations Update

Formation of Joint Business Entity and Acquisition of Netsmart, Inc.

On March 20, 2016, we entered into a Contribution and Investment Agreement with GI Netsmart Holdings LLC, a
Delaware limited liability company (“GI Partners”), to form a joint business entity to which we contributed our
Homecare™ business and GI Partners made a cash contribution. On April 19, 2016, the joint business entity acquired
Netsmart, Inc., a Delaware corporation. As a result of these transactions (the “Netsmart Transaction”), the joint business
entity combined the Allscripts Homecare™ business with Netsmart, Inc. Throughout the rest of this Form 10-Q, the
joint business entity is referred to as “Netsmart”. As part of the Netsmart Transaction, we deposited $15 million in an

15
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escrow account to be used by Netsmart to facilitate the integration of our Homecare™ business within Netsmart over
the next five years, at which time the restriction on any unused funds will lapse. As of June 30, 2017, there is $12.8
million remaining in the escrow account. Our Form 10-K includes a detailed discussion about the Netsmart
Transaction. We finalized the allocation of the fair value of the consideration transferred as of December 31, 2016.

Acquisition of HealthMEDX

On October 27, 2016, Netsmart completed the acquisition of HealthMEDX, LLC, a Delaware limited liability
company (“HealthMEDX”), for an aggregate consideration of $39.2 million. HealthMEDX is a provider of electronic
medical record solutions for long-term and post-acute care including continuing care retirement communities, assisted
living, independent living, skilled nursing and home care providers. During the three months ended March 31, 2017,
we finalized the allocation of the fair value of the consideration transferred and recorded a measurement period
adjustment of $0.1 million related to the fair value of liabilities with an offset to goodwill.

9
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Third Party Acquisitions

During the three months ended June 30, 2017, we recorded final measurement period adjustments against goodwill
related to the Company’s acquisitions of third parties during the fourth quarter of 2016.

Supplemental Information

The supplemental pro forma results below for the three and six months ended June 30, 2016 were calculated after
applying our accounting policies and adjusting the results of Netsmart and HealthMEDX to reflect (i) the additional
depreciation and amortization that would have resulted from the fair value adjustments to property, plant and
equipment and intangible assets, (ii) the additional interest expense associated with Netsmart’s borrowings under new
term loans and (iii) the additional amortization of the estimated adjustment to decrease the assumed deferred revenue
obligations to fair value, that would have been recognized assuming both acquisitions occurred on January 1, 2015,
together with the consequential tax effects. The supplemental pro forma results were also adjusted to exclude
acquisition-related and transaction costs incurred during the below periods. The effects of transactions between
Allscripts and Netsmart during the periods presented have been eliminated in the supplemental pro forma data.

The revenue and net loss of Netsmart since April 19, 2016 are included in our consolidated statement of operations for
the three and six months ended June 30, 2016. The consolidated statements of operations for the three and six months
ended June 30, 2016 do not include any actual revenue and earnings from HealthMEDX since this acquisition was
completed on October 27, 2016. The below supplemental pro forma data for the combined entity is presented under
the assumption that both of these acquisitions occurred on January 1, 2015:

Three Six
Months Months
Ended Ended

June 30, June 30,

(In thousands, except per share amounts) 2016 2016
Actual from Netsmart since acquisition date of April 19, 2016:

Revenue $44233  $44,233
Net loss $(7,113 ) $(7,113 )
Supplemental pro forma data for combined entity:

Revenue $403,368 $804,702
Net loss attributable to Allscripts Healthcare Solutions, Inc. stockholders ~ $(45,494 ) $(60,490 )
Loss per share, basic and diluted $(0.24 ) $(0.32 )

3. Fair Value Measurements and Long-term Investments

Fair value measurements are based upon observable and unobservable inputs. Observable inputs reflect market data
obtained from independent sources, while unobservable inputs reflect our view of market participant assumptions in
the absence of observable market information. We utilize valuation techniques that maximize the use of observable
inputs and minimize the use of unobservable inputs. The fair values of assets and liabilities required to be measured at
fair value are categorized based upon the level of judgment associated with the inputs used to measure their value in
one of the following three categories:

Level 1: Inputs are unadjusted quoted prices in active markets for identical assets or liabilities at the measurement
date. Our Level 1 financial instruments include our investment in NantHealth, Inc. (“NantHealth””) common stock. Refer

to Note 11, “Other Comprehensive Income,” for further information regarding our available for sale marketable
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securities.

Level 2: Inputs, other than quoted prices included in Level 1, are observable for the asset or liability, either directly or
indirectly. Our Level 2 derivative financial instruments include foreign currency forward contracts valued based upon
observable values of spot and forward foreign currency exchange rates. Refer to Note 10, “Derivative Financial
Instruments,” for further information regarding these derivative financial instruments.

Level 3: Unobservable inputs that are significant to the fair value of the asset or liability, and include situations where
there is little, if any, market activity for the asset or liability. Our Level 3 financial instruments include derivative
financial instruments comprising the 1.25% Call Option asset and the 1.25% embedded cash conversion option

liability that are not actively traded. These derivative instruments were designed with the intent that changes in their
fair values would substantially offset, with limited net impact to our earnings. Therefore, we believe the sensitivity of
changes in the unobservable inputs to the option pricing model for these instruments is substantially mitigated. Refer

to Note 10, “Derivative Financial Instruments,” for further information regarding these derivative financial instruments.
Our Level 3 financial instruments also include a third party non-marketable convertible note. The sensitivity of
changes in the unobservable inputs to the valuation pricing model used to value these instruments is not material to

our consolidated results of operations.

10
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The following table summarizes our financial assets and liabilities measured at fair value on a recurring basis as of the
respective balance sheet dates:

Balance Sheet June 30, 2017 December 31, 2016
(In thousands)  Classifications Level 1 Level2 Level 3  Total Levell Level2 Level3  Total
NantHealth Available for

sale
Common
Stock marketable
securities $63,450 $0 $0 $63,450 $149,100 $0 $0 $149,100
Non-marketable
convertible
note Other assets 0 0 1,152 1,152 0 0 1,156 1,156
1.25% Call
Option Other assets 0 0 32,046 32,046 0 0 17,080 17,080
1.25%
Embedded
cash
conversion
Other
option liabilities 0 0 (32,931) (32931) O 0 (17,659) (17,659)
Foreign Prepaid
exchange expenses
derivative and other
assets
current
assets 0 2,054 0 2,054 0 1,021 O 1,021
Total $63,450 $2,054 $267 $65,771 $149,100 $1,021 $577 $150,698

Long-term Investments

The following table summarizes our long-term equity investments which are included in other assets in the
accompanying consolidated balance sheets:

Number

of

Investees Original Carrying Value at

at June June 30, December
(In thousands, except # of investees) 30,2017 Investment 2017 31, 2016
Equity method investments (1) 3 $ 1,658 $3,693 $2,436
Cost method investments 6 31,284 25,284 26,041
Total equity investments 9 $ 32,942 $28,977 $28.477

(D Allscripts share of the earnings of our equity method investees is reported based on a one quarter lag.
As of June 30, 2017, it is not practicable to estimate the fair value of our non-marketable cost and equity method
investments primarily because of their illiquidity and restricted marketability. The factors we considered in trying to
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determine fair value include, but are not limited to, available financial information, the issuer’s ability to meet its
current obligations and the issuer’s subsequent or planned raises of capital.

Impairment of Long- term Investments

As of June 30, 2017, management assessed each of our investments on an individual basis to determine if the decline
in fair value was other than temporary. Based on management's assessment of each individual investment, the
Company determined that the decline in fair value of certain of these investments was other than temporary based on a
number of factors, including, but not limited to, uncertainty regarding our intent to hold these investments for a period
of time that would be sufficient to recover our cost basis in the event of a market recovery, the fact that the fair value
of each investment had continued to decline below cost over the period held, and the Company's uncertainty around
the near-term prospects for certain of the investments. As a result, the Company recognized other-than-temporary
impairment charges of $142.2 million on available for sale marketable securities during the three months ended June
30, 2017. The cost basis of these marketable securities prior to recognizing the impairment charges was approximately
$205.6 million. The Company determined the fair value of these securities based on Level 1 inputs. In addition, the
Company recognized other-than-temporary impairment charges of $2.1 million on a cost method equity investment
during the three months ended June 30, 2017. The aggregate carrying value of this equity investment prior to
recognizing the impairment charge was $2.1 million. These impairment charges were recorded in impairment of
long-term investments in our consolidated statements of operations.

11
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Long-term Financial Liabilities

Our long-term financial liabilities include amounts outstanding under our senior secured credit facility and Netsmart’s
Credit Agreements (as defined in Note 8, “Debt”), with carrying values that approximate fair value since the interest
rates approximate current market rates. In addition, the carrying amount of our 1.25% Cash Convertible Senior Notes
(the “1.25% Notes”) approximates fair value as June 30, 2017, since the effective interest rate on the 1.25% Notes
approximates current market rates. See Note 8, “Debt,” for further information regarding our long-term financial
liabilities.

4. Stockholders' Equity
Stock-based Compensation Expense

Stock-based compensation expense recognized during the three and six months ended June 30, 2017 and 2016 is
included in our consolidated statements of operations as shown in the below table. Stock-based compensation expense
includes both non-cash expense related to grants of stock-based awards as well as cash expense related to the
employee discount applied to purchases of our common stock under our employee stock purchase plan. In addition,
the three and six months periods ended June 30, 2017 and 2016 include stock-based compensation expense related to
Netsmart’s time-based liability classified option awards. No stock-based compensation costs were capitalized during
the three and six months ended June 30, 2017 and 2016.

Three Months
Ended Six Months Ended
June 30, June 30,

(In thousands) 2017 2016 2017 2016

Cost of revenue:
Software delivery, support and maintenance $988 $1,061 $2,113 $2,230

Client services 993 1,138 2,565 2,628
Total cost of revenue 1,981 2,199 4,678 4,858
Selling, general and administrative expenses 7,050 6,342 10,600 11,508
Research and development 2,120 2,119 4,709 4,695

Total stock-based compensation expense $11,151 $10,660 $19,987 $21,061
Allscripts Long-Term Incentive Plan

We measure stock-based compensation expense at the grant date based on the fair value of the award. We recognize
the expense for service-based share awards over the requisite service period on a straight-line basis, net of estimated
forfeitures. We recognize the expense for performance-based and market-based share awards over the vesting period
under the accelerated attribution method, net of estimated forfeitures. In addition, we recognize stock-based
compensation cost for awards with performance conditions if and when we conclude that it is probable that the
performance conditions will be achieved.

The fair value of service-based and performance-based restricted stock units is measured at the underlying closing
share price of our common stock on the date of grant. The fair value of market-based restricted stock units is measured
using the Monte Carlo pricing model. No stock options were granted during the three and six months ended June 30,
2017 and 2016.

We granted stock-based awards as follows:

Three Months Ended Six Months Ended
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June 30, 2017 June 30, 2017
Weighted-Average Weighted-Average
Grant Date Grant Date
(In thousands, except per share amounts) SharesFair Value Shares Fair Value
Service-based restricted stock units 128 $ 11.93 1,897 $ 12.38
Performance-based restricted stock units with a service
condition 0 $ 0.00 572 $ 1193
Market-based restricted stock units with a service
condition 41 $ 1249 613 $§ 13.34
169 $ 12.06 3,082 $ 1248

During the six months ended June 30, 2017 and the year ended December 31, 2016, 1.1 million and 1.5 million shares
of common stock, respectively, were issued in connection with the exercise of options and the release of restrictions
on stock awards.

12
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Net Share-settlements

Upon vesting, restricted stock units are generally net share-settled to cover the required withholding tax and the
remaining amount is converted into an equivalent number of shares of common stock. The majority of restricted stock
units and awards that vested during the six months ended June 30, 2017 and year ended December 31, 2016 were
net-share settled such that we withheld shares with fair value equivalent to the employees’ minimum statutory
obligation for the applicable income and other employment taxes, and remitted the cash to the appropriate taxing
authorities. Total payments for the employees' minimum statutory tax obligations to the taxing authorities are reflected
as a financing activity within the accompanying consolidated statements of cash flows. The total shares withheld for
the six months ended June 30, 2017 and 2016 were 552 thousand and 564 thousand, respectively, and were based on
the value of the restricted stock units on their vesting date as determined by our closing stock price. These net-share
settlements had the effect of share repurchases by us as they reduced the number of shares that would have otherwise
been issued as a result of the vesting.

Stock Repurchases

On November 17, 2016, we announced that our Board approved a new stock purchase program under which we may
repurchase up to $200 million of our common stock through December 31, 2019. During the three and six months
ended June 30, 2017, we repurchased 1.0 million shares of our common stock under the new program for a total of
$12.1 million. Any future share repurchase transactions may be made through open market transactions, block trades,
privately negotiated transactions (including accelerated share repurchase transactions) or other means, subject to
market conditions. Any repurchase activity will depend on many factors such as our working capital needs, cash
requirements for investments, debt repayment obligations, economic and market conditions at the time, including the
price of our common stock, and other factors that we consider relevant. Our stock repurchase program may be
accelerated, suspended, delayed or discontinued at any time.

Netsmart Stock-based Compensation Expense

Stock-based compensation expense (benefit) related to Netsmart’s time-based liability classified option awards was
included in the following categories in our consolidated statements of operations:

Three Months Six Months

Ended Ended

June 30, June 30,
(In thousands) 2017 2016 2017 2016
Cost of revenue:
Software delivery, support and maintenance $10 $25 $25 ) $25
Client services 13 37 68 ) 37
Total cost of revenue 23 62 93 ) 62
Selling, general and administrative expenses 478 1,328 (2,859) 1,328
Research and development 15 36 (76 ) 36

Total stock-based compensation expense (benefit) $516 $1,426 $(3,028) $1,426
At June 30, 2017, the liability for outstanding awards was $2.8 million. As of June 30, 2017 the weighted average fair
value per unit using the Black Scholes Merton option pricing model was estimated at $0.15, as compared to the
estimated unit value of $1.00 at December 31, 2016. The significant decrease in unit value during the first quarter of
2017 resulted in the reversal of previously recognized stock-based compensation expense during the three months
ended March 31, 2017 period, as required under the liability method of accounting.

No option unit awards were granted by Netsmart during the three and six months ended June 30, 2017.
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5. Earnings (Loss) Per Share

Basic earnings (loss) per share is computed by dividing net income (loss) by the weighted-average shares of common
stock outstanding. For purposes of calculating diluted earnings (loss) per share, the denominator includes both the
weighted average shares of common stock outstanding and dilutive common stock equivalents. Dilutive common
stock equivalents consist of stock options, restricted stock unit awards and warrants calculated under the treasury

stock method.

The calculations of earnings (loss) per share are as follows:

(In thousands, except per share amounts)

Basic Loss per Common Share:

Net loss

Less: Net loss (income) attributable to non-controlling interests
Less: Accretion of redemption preference on redeemable

convertible non-controlling interest - Netsmart
Net loss attributable to Allscripts Healthcare Solutions, Inc.

stockholders
Weighted-average common shares outstanding
Basic Loss per Common Share
Diluted Loss per Common Share:
Net loss
Less: Net loss (income) attributable to non-controlling interests

Less: Accretion of redemption preference on redeemable

convertible non-controlling interest - Netsmart
Net loss attributable to Allscripts Healthcare Solutions, Inc.

stockholders

Weighted-average common shares outstanding
Plus: Dilutive effect of stock options, restricted stock unit

awards and warrants
Weighted-average common shares outstanding assuming

dilution

Diluted Loss per Common Share

Three Months Ended  Six Months Ended

June 30, June 30,
2017 2016 2017 2016

$(143,011) $(2,136 ) $(151,576) $(9 )
264 87 (189 ) 9

(10,963 ) (8,153 ) (21,925 ) (8,153 )

$(153,710) $(10,202) $(173,690) $(8,153 )
181,193 186,792 180,981 187,676

$0.85 ) $(0.05 ) $0.96 ) $0.04 )

$(143,011) $(2,136 ) $(151,576) $(9 )
264 87 (189 ) 9

(10,963 ) (8,153 ) (21,925 ) (8,153 )

$(153,710) $(10,202 ) $(173,690) $(8,153 )

181,193 186,792 180,981 187,676

181,193 186,792 180,981 187,676

$0.85 ) $(0.05 ) $0.96 ) $0.04 )

As a result of the net loss attributable to Allscripts Healthcare Solutions, Inc. stockholders for the three and six months
ended June 30, 2017 and 2016, we used basic weighted-average common shares outstanding in the calculation of
diluted loss per share for that period, since the inclusion of any stock equivalents would be anti-dilutive.
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The following stock options, restricted stock unit awards and warrants are not included in the computation of diluted
earnings (loss) per share as the effect of including such stock options, restricted stock unit awards and warrants in the
computation would be anti-dilutive:

Three Months Six Months

Ended Ended
June 30, June 30,
(In thousands) 2017 2016 2017 2016
Shares subject to anti-dilutive stock options, restricted stock
unit awards and warrants excluded from calculation 26,652 25,210 26,668 25,227

14
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6. Goodwill and Intangible Assets

Goodwill and intangible assets consist of the following:

June 30, 2017 December 31, 2016

Gross Gross

Carrying Accumulated Intangible Carrying Accumulated Intangible
(In thousands) Amount Amortization Assets, Net Amount Amortization Assets, Net
Intangibles subject to
amortization:
Proprietary technology $628,082  $(375,531 ) $252,551 $627,819 $ (347,477 ) $280,342
Customer contracts and 813,643 (446,244 ) 367,399 813,021 (430,960 ) 382,061
relationships
Total $1,441,725 $(821,775 ) $619,950 $1,440,840 $ (778,437 ) $662,403
Intangibles not subject to
amortization:
Registered trademarks $79,000 $79,000
Goodwill 1,929,283 1,924,052
Total $2,008,283 $2,003,052

Changes in the carrying amounts of goodwill by reportable segment for the six months ended June 30, 2017 were as
follows:

Clinical

and Population

Financial
(In thousands) Solutions Health Netsmart Total
Balance as of December 31, 2016 $843,837 $404,875 $675,340 $1,924,052
Other additions 40 47 4,503 4,590
Foreign exchange translation 641 0 0 641
Balance as of June 30, 2017 $844,518 $404,922 $679,843 $1,929,283

There were no accumulated impairment losses associated with our goodwill as of June 30, 2017 or December 31,
2016.

Other additions during the six months ended June 30, 2017 relate to goodwill arising from Netsmart’s Purchase
Agreement with a third party and measurement period adjustments against goodwill related to the Company’s
acquisitions of third parties. Refer to Note 2, “Business Combinations,” for additional information regarding these
transactions.

7. Asset and Long-term Investment Impairment Charges

We incurred the following asset and long-term investment impairment charges:

Three Months
Ended Six Months Ended
June 30, June 30,
(In thousands) 2017 2016 2017 2016
Asset impairment charges $0 $0 $0 $4,650

Impairment of long-term investments $144,590 $ 0 $144,590 $0
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During the first quarter of 2016, we incurred non-cash asset impairment charges which included $2.2 million for the
impairment of capitalized software as a result of our decision to discontinue several software development projects,
$2.1 million for the impairment of one of our cost method equity investments, and other charges of $0.4 million to
write down a long-term asset to its estimated net realizable value.

During the three months ended June 30, 2017, we recognized other-than-temporary non-cash impairment charges of
$144.6 million associated with two of the Company’s long-term investments based on management’s assessment of the
likelihood of near-term recovery of the investments’ value. The majority of the impairment charges relate to our
investment in NantHealth common stock. Refer to Note 3, “Fair Value Measurements and Long-term Investments” and
Note 11, “Other Comprehensive Income,” for further information regarding these impairments. Refer to Note 15,
“Subsequent Events,” for information regarding our agreement to divest our investment in NantHealth common stock.
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8. Debt

Debt outstanding, excluding capital leases, consists of the following:

June 30, 2017

Principal

(In thousands) Balance
1.25% Cash Convertible

Senior Notes $345,000
Senior Secured Credit Facility 453,125
Netsmart Non-Recourse Debt:
First Lien Term Loan 430,749
Second Lien Term Loan 167,000
Other debt 0
Total debt $1,395,874
Less: Debt payable within

one year - excluding Netsmart 21,875
Less: Debt payable within

one year - Netsmart 4,351
Total long-term debt, less

current maturities $1,369,648

Interest expense consists of the following:

(In thousands)
Interest expense

Amortization of discounts and debt issuance costs

Netsmart:
Interest expense (D

Amortization of discounts and debt issuance costs

Total interest expense

Unamortized
Discount
and Debt
Issuance
Costs

$ 42,662
4,022
10,703
8,159

0
$ 65,546

462

1,891

$ 63,193

(' Includes interest expense related to capital leases.
Interest expense related to the 1.25% Notes, included in the table above, consists of the following:

December 31, 2016

Unamortized
Discount
Net and Debt Net
Carrying Principal ~ Issuance Carrying
Amount Balance Costs Amount
$302,338  $345,000 $ 49,186 $295.814
449,103 441,875 4,691 437,184
420,046 432,925 11,655 421,270
158,841 167,000 8,901 158,099
0 13 0 13
$1,330,328 $1,386,813 $ 74,433 $1,312,380
21,413 15,638 480 15,158
2,460 4,351 1,900 2,451
$1,306,455 $1,366,824 $ 72,053 $1,294,771
Three Months
Ended Six Months Ended
June 30, June 30,
2017 2016 2017 2016
$4,668 $3,595 $9,502 $7,133
3,612 3,448 7,193 6,879
11,164 8,530 22,081 8,530
846 848 1,694 848

$20,290 $16,421

Three Months
Ended

June 30,

$40,470 $23,390

Six Months
Ended

June 30,
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(In thousands) 2017 2016 2017 2016

Coupon i