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EXPLANATORY NOTE
Hooper Holmes, Inc. and its subsidiaries (“Hooper Holmes”, the "Company”, "we", "our", and "us") is filing this Amendment No. 1 on Form 10-Q/A to
amend and restate in their entirety the following items of our Quarterly Report on Form 10-Q for the quarter ended June 30, 2017, as originally filed with the
Securities and Exchange Commission on August 14, 2017 (the “Original Form 10-Q”):
•
•
•
•

Part I - Item 1. Financial Statements (unaudited)
Part I - Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations
Part I - Item 4. Controls and Procedures
Part II - Item 6. Exhibits

The purpose of this amendment is to restate our previously reported results for the periods ended June 30, 2017, to correct errors of $0.5 million and $0.1
million related to the treatment of consultant fees incurred during the Merger (as defined in Note 1 to the condensed consolidated financial statements) and
internal use software costs, respectively. During the first quarter of 2017, the Company properly accrued an expense of $0.25 million that became payable
upon issuance of a fairness opinion by the Company’s investment banker related to the Merger. When the Merger closed on May 11, 2017, an additional $0.5
million investment banking fee became payable, but the Company failed to accrue the additional amount due to an oversight. Both fees arose under the
Company’s engagement letter with the investment banker, but the Company has never received an invoice for either portion of the fee and neither portion
has been paid. Additionally, the Company erroneously capitalized $0.1 million of internal use software that should have been expensed. The unaudited
condensed consolidated financial statements for the periods ended June 30, 2017, included in this Form 10-Q/A have been restated to correct these errors,
along with the applicable other Items noted above.
This amendment does not modify any disclosures contained in our original Form 10-Q, except for the foregoing Items and Exhibits. This report on Form
10-Q/A is presented as of the filing date of the Original Form 10-Q and does not reflect events occurring after that date, or modify or update disclosures in any
way other than as required to reflect the restatement described below. Accordingly, this Quarterly Report on Form 10-Q/A should be read in conjunction with
the Original Form 10-Q, and the Company’s other filings with the Securities and Exchange Commission (“SEC”) subsequent to the filing of the Original
Form 10-Q, including any amendments thereto.
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PART I - Financial Information
ITEM 1

Financial Statements
Hooper Holmes, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets
(in thousands, except share and per share data)
June 30, 2017

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable, net of allowance for doubtful accounts of $72 and $43 at June
30, 2017 and December 31, 2016, respectively
Inventories
Other current assets

December 31, 2016

(unaudited) (restated)
$

1,250

$

1,866

7,133
1,424
997

4,155
1,112
345

10,804

7,478

Property, plant and equipment
Less: Accumulated depreciation and amortization

9,668
7,351

8,460
6,700

Property, plant and equipment, net

2,317

1,760

10,995
7,177
495

4,031
633
352

Total current assets

Intangible assets, net
Goodwill
Other assets
Total assets
LIABILITIES AND STOCKHOLDERS' DEFICIT
Current liabilities:
Accounts payable
Accrued expenses
Short-term debt
Other current liabilities

$

31,788

$

14,254

$

8,798
5,272
6,754
3,489

$

6,612
1,747
5,821
2,621

Total current liabilities
Long-term debt
Other long-term liabilities

24,313

16,801

7,831
275

—
317

Commitments and contingencies (Note 9)
Stockholders' deficit:
Common stock, par value $0.04 per share; Authorized: 240,000,000 shares; Issued:
25,852,498 shares at June 30, 2017, and 10,103,525 shares at December 31, 2016;
Outstanding: 25,852,498 shares at June 30, 2017, and 10,103,525 shares at December
31, 2016
Additional paid-in capital
Accumulated deficit

1,034
176,699
(178,364)

Total stockholders' deficit

404
166,084
(169,352)

(631)

Total liabilities and stockholders' deficit

$

See accompanying notes to unaudited condensed consolidated financial statements.
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31,788

(2,864)
$

14,254

Hooper Holmes, Inc. and Subsidiaries
Condensed Consolidated Statements of Operations
(unaudited)
(in thousands, except share and per share data)
Three Months Ended
June 30,
2017
2016
Revenues
Cost of operations

$

(restated)
8,883
7,206

Gross profit
Selling, general and administrative expenses
Transaction costs
Operating loss from continuing operations
Interest expense
Other income
Loss from continuing operations before taxes

Basic and diluted loss per share:
Continuing operations
Basic
Diluted
Discontinued operations
Basic
Diluted
Net loss
Basic
Diluted

(restated)
16,484
13,115

$

14,884
11,659

1,765

3,369

3,225

3,724
221

8,760
2,277

7,551
329

(5,199)

(2,180)

(7,668)

(4,655)

1,011
(887)

1,461

1,800
(887)

(2,304)

(9,129)

(5,568)

12

5

(5,904)

Discontinued operations:
Gain (loss) from discontinued operations

$

5,281
1,595

(5,892)

Loss from continuing operations

7,643
5,878

1,677

693
—

Income tax expense

Net loss

$

Six Months Ended
June 30,
2017
2016

17

(2,309)

21

10

(9,146)

(150)

(5,578)

134

(309)

$

(5,883)

$

(2,459)

$

(9,012)

$

(5,887)

$
$

(0.28)
(0.28)

$
$

(0.27)
(0.27)

$
$

(0.57)
(0.57)

$
$

(0.67)
(0.67)

$
$

(0.02)
(0.02)

$
$

0.01
0.01

$
$

(0.04)
(0.04)

$
$

(0.29)
(0.29)

$
$

(0.56)
(0.56)

$
$

(0.71)
(0.71)

$
$
$
$

Weighted average number of shares - Basic
Weighted average number of shares - Diluted
See accompanying notes to unaudited condensed consolidated financial statements.
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—
—
(0.28)
(0.28)
21,336,209

8,602,590

16,104,369

8,329,568

21,336,209

8,602,590

16,104,369

8,329,568

Hooper Holmes, Inc.
Condensed Consolidated Statement of Stockholders’ Deficit
(unaudited) (restated)
(in thousands, except share data)
Common Stock
Number
of Shares
Balance, December 31, 2016
Net loss
Issuance of warrant to SWK in connection with the
Merger
Issuance of warrant to Century in connection with
the Merger
Issuance of common stock in connection with the
Merger
Issuance of common stock and warrants, net of
issuance costs
Issuance of common stock as Merger consideration
Share-based compensation

Additional Paidin
Capital

Amount

10,103,525
—

$

404
—

$

166,084
—

Total
Stockholders'
Deficit

Accumulated
Deficit
$

(169,352)
(9,012)

$

(2,864)
(9,012)

—

—

361

—

361

—

—

152

—

152

—

22

342

—

364

5,280,324
10,448,849
19,800

189
418
1

3,225
6,374
161

—
—
—

3,414
6,792
162

Balance, June 30, 2017
25,852,498 $
See accompanying notes to unaudited condensed consolidated financial statements.
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1,034

$

176,699

$

(178,364)

$

(631)

Hooper Holmes, Inc. and Subsidiaries
Condensed Consolidated Statements of Cash Flows
(unaudited, in thousands)
Six Months Ended June 30,
2017
2016
Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization
Other debt related costs included in interest expense
Termination fees included in payoff of 2013 Loan and Security Agreement
Provision for bad debt expense
Share-based compensation expense
Issuance of warrant to SWK in connection with the Merger
Issuance of warrant to Century in connection with the Merger
Issuance of common stock in connection with the Merger
Issuance of common stock in connection with First Amendment to Credit Agreement
Write-off of SWK Warrant #2
Change in assets and liabilities:
Accounts receivable
Inventories
Other assets
Accounts payable, accrued expenses and other liabilities

$

Net cash used in operating activities

(restated)
(9,012)

$

(5,887)

1,497
820
—
30
162
361
152
364
—
—

1,409
1,362
277
117
470
—
—
—
50
(887)

125
6
149
(1,335)

72
(414)
(52)
(1,365)

(6,681)

(4,848)

Cash flows from investing activities:
Capital expenditures
Cash acquired from Merger with Provant Health Solutions

(130)
1,936

(191)
—

Net cash used in investing activities

1,806

(191)

Cash flows from financing activities:
Borrowings under credit facility
Payments under credit facility
Repayment of Provant credit facility in connection with the Merger
Principal payments on Term Loan
Proceeds from amendment of Term Loan
Proceeds from Seasonal Facility
Issuance of common stock and warrants, net of issuance costs
Payments on capital lease obligations
Debt issuance costs

18,856
(18,098)
(4,684)
—
2,824
2,000
3,414
(53)
—

16,566
(17,044)
—
(954)
—
—
4,574
—
(36)

Net cash provided by financing activities

4,259

3,106

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of period

(616)
1,866

(1,933)
2,035

Cash and cash equivalents at end of period

$

1,250

$

102

Supplemental disclosure of non-cash investing and financing activities:
Fixed assets vouchered but not paid
Fair value of common stock issued as Merger consideration

$
$

198
6,792

$
$

28
—

$
$
$
$
$

7,110
—
—
—
—

$
$
$
$
$

$
$

25
488

$
$

Fair value of debt assumed in the Merger
Issuance of common stock in connection with Second Amendment to Credit Agreement
Payoff of 2013 Loan and Security Agreement by SCM
Opening outstanding borrowings under 2016 Credit and Security Agreement
Debt issuance costs incurred for 2016 Credit and Security Agreement
Supplemental disclosure of cash paid during period for:
Income taxes
Interest
See accompanying notes to unaudited condensed consolidated financial statements.
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—
100
(2,552)
3,028
236
31
466

Hooper Holmes, Inc. and Subsidiaries
Notes to Condensed Consolidated Financial Statements
June 30, 2017
(unaudited)
Note 1: Basis of Presentation
Hooper Holmes, Inc. and its subsidiaries (“Hooper Holmes” or the "Company”) provide on-site screenings and flu shots, laboratory testing, risk
assessment, and sample collection services to individuals as part of comprehensive health and wellness programs offered through organizations sponsoring
such programs including corporate and government employers, health plans, hospital systems, health care management companies, wellness companies,
brokers and consultants, disease management organizations, reward administrators, third party administrators, clinical research organizations and academic
institutions. Through its comprehensive health and wellness services, the Company also provides telephonic health coaching, access to a wellness portal with
individual and team challenges, data analytics, and reporting services. The Company contracts with health professionals to deliver these services nationwide,
all of whom are trained and certified to deliver quality service. Through the merger with Provant (defined below), which offers a similar set of services as
Hooper Holmes, the combination provides a personalized, one-stop programming experience for customers, with proven outcomes powered by sophisticated
data collection and management.
The Company operates under one reporting segment. The Company's screening and flu shot services are subject to seasonality, with the third and fourth
quarters typically being the strongest quarters due to increased demand for screenings and flu shots from mid-September through November related to annual
benefit renewal cycles. The Company's health and wellness service operations are more constant, though there are some variations due to the timing of the
health coaching programs, which are billed per participant and typically start shortly after the conclusion of onsite screening events. In addition to its
screening and health and wellness services, the Company generates ancillary revenue through the assembly of medical kits for sale to third parties.
Restatement of Condensed Consolidated Financial Statements
The unaudited condensed consolidated financial statements for the periods ended June 30, 2017, have been restated to correct errors of $0.5 million and
$0.1 million related to the treatment of consultant fees incurred during the Merger (as defined below) and internal use software costs, respectively. During the
first quarter of 2017, the Company properly accrued an expense of $0.25 million that became payable upon issuance of a fairness opinion by the Company’s
investment banker related to the Merger. When the Merger closed on May 11, 2017, an additional $0.5 million investment banking fee became payable, but
the Company failed to accrue the additional amount due to an oversight. Both fees arose under the Company’s engagement letter with the investment banker,
but the Company has never received an invoice for either portion of the fee and neither portion has been paid. Additionally, the Company erroneously
capitalized $0.1 million of internal use software that should have been expensed. The following table summarizes the effects of this restatement on the
periods ended June 30, 2017, resulting from the correction of these errors:
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Three Months Ended June 30, 2017
Previously
Reported

Adjustment

As of and for the Six Month Period Ended June
30, 2017
Previously
Reported

Restated

($ in thousands, except per share data)
CONDENSED CONSOLIDATED BALANCE SHEET:
ASSETS
Property, plant and equipment, net

$

Total assets
LIABILITIES AND STOCKHOLDERS' DEFICIT
Current liabilities:
Accrued expenses
Total current liabilities
Stockholders' deficit:
Accumulated deficit
Total stockholders' deficit
Total liabilities and stockholders' deficit
CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS:
Selling, general and administrative expenses
$
5,175 $
Transaction costs
1,095

106 $
500

5,281
1,595

Adjustment

Restated

($ in thousands, except per share data)

9,774 $

(106) $

31,894

(106)

9,668
31,788

4,772

500

5,272

23,813

500

24,313

(177,758)

(606)

(178,364)

(25)

(606)

(631)

$

31,894 $

(106) $

31,788

$

8,654 $
1,777

106 $
500

8,760
2,277

Operating loss from continuing operations

(4,593)

(606)

(5,199)

(7,062)

(606)

(7,668)

Loss from continuing operations before taxes

(5,286)

(606)

(5,892)

(8,523)

(606)

(9,129)

Loss from continuing operations

(5,298)

(606)

(5,904)

(8,540)

(606)

(9,146)

$

(5,277) $

(606) $

(5,883)

$

(8,406) $

(606) $

(9,012)

$
$

(0.25) $
(0.25) $

(0.03) $
(0.03) $

(0.28)
(0.28)

$
$

(0.53) $
(0.52) $

(0.04) $
(0.04) $

(0.57)
(0.56)

$

(8,406) $

(606) $

(9,012)

Net loss
Loss from continuing operations per common
share: basic and diluted
Net loss per common share: basic and diluted

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS:
Cash flows from operating activities:
Net loss
Change in assets and liabilities:
Accounts payable, accrued expenses and
other liabilities
Net cash used in operating activities
Cash flows from investing activities:
Capital expenditures

(1,835)

500

(1,335)

(6,575)

(106)

(6,681)

(236)

Net cash provided by investing activities

$

1,700 $

106
106 $

(130)
1,806

The accompanying unaudited condensed consolidated financial statements include the accounts of Hooper Holmes and its subsidiaries. All
intercompany accounts and transactions have been eliminated in consolidation. The unaudited condensed consolidated financial statements of the Company
have been prepared in accordance with instructions for Form 10-Q and the rules
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and regulations of the Securities and Exchange Commission ("SEC"). Certain information and footnote disclosures normally included in financial statements
prepared in accordance with accounting principles generally accepted in the United States of America ("U.S. GAAP") have been condensed or omitted
pursuant to such rules and regulations. The unaudited condensed consolidated financial statements should be read in conjunction with the audited
consolidated financial statements and notes thereto included in the Company's 2016 Annual Report on Form 10-K, filed with the SEC on March 9, 2017, as
amended by Amendment No. 1 on Form 10-K/A, which was filed with the SEC on May 1, 2017, Amendment No. 2 on Form 10-K/A, which was filed with the
SEC on May 25, 2017, and Amendment No. 3 which was filed with the SEC on June 16, 2017.
The preparation of the consolidated financial statements in conformity with accounting principles generally accepted in the United States of America
requires management to make estimates and assumptions about future events. The financial information included herein is unaudited; however, such
information reflects all adjustments that are, in the opinion of the Company's management, necessary for a fair statement of results for the interim periods
presented. These estimates and the underlying assumptions affect the amounts of assets and liabilities reported, disclosures about contingent assets and
liabilities, and reported amounts of revenues and expenses. Such estimates include the valuation of receivable balances, property, plant and equipment,
valuation of goodwill and other intangible assets, deferred tax assets, share based compensation expense and the assessment of contingencies, among
others. These estimates and assumptions are based on the Company’s best estimates and judgment. The Company evaluates its estimates and assumptions on
an ongoing basis using historical experience and other factors, including the current economic environment, which the Company believes to be reasonable
under the circumstances. The Company adjusts such estimates and assumptions when facts and circumstances dictate. As future events and their effects
cannot be determined with precision, actual results could differ significantly from these estimates. Changes in those estimates will be reflected in the
condensed consolidated financial statements in future periods.
The results of operations for the three and six month periods ended June 30, 2017 and 2016 are not necessarily indicative of the results to be expected for
any other interim period or the full year. See “Management's Discussion and Analysis of Financial Condition and Results of Operations” for additional
information.
Prior to 2015, the Company completed the sale of certain assets comprising its Portamedic, Heritage Labs, and Hooper Holmes Services businesses. The
operating results of these businesses have been segregated and reported as discontinued operations for all periods presented in this Quarterly Report on Form
10-Q.
On May 11, 2017, the Company closed the transactions (the “Merger”) contemplated by the Agreement and Plan of Merger dated March 7, 2017 (the
"Merger Agreement") by and among the Company, Piper Merger Corp., Provant Health Solutions, LLC (“Provant”), and Wellness Holdings, LLC . Provant
was the surviving entity in the Merger, as a result of which it became a wholly-owned subsidiary of the Company. See Note 3 to the condensed consolidated
financial statements for further discussion.
New Accounting Pronouncements
In May 2014, the Financial Accounting Standards Board ("FASB") issued Accounting Standard Update ("ASU") 2014-09, "Revenue from Contracts with
Customers (Topic 606)", which requires an entity to recognize the amount of revenue to which it expects to be entitled for the transfer of promised goods or
services to customers. ASU 2014-09 will replace most existing revenue recognition guidance in U.S. GAAP when it becomes effective. This new guidance is
effective for the Company in the first quarter of 2018, with early adoption permitted as of the original effective date or first quarter of 2017. In 2017, the
Company established an implementation team consisting of internal and external representatives. The implementation team is in the process of beginning to
assess the impact the new standard will have on the consolidated financial statements and assessing the impact on individual contracts in the Company's
revenue streams. The assessment is in its early stages, and the implementation team will report findings and progress of the project to management and the
Audit Committee on a frequent basis through the effective date. The Company will adopt the requirements of the new standard in the first quarter of 2018 and
anticipates using the modified retrospective transition method. The Company has not yet determined the quantitative impact on its consolidated financial
position, results of operations or cash flows.
In July 2015, the FASB issued ASU 2015-11, "Inventory (Topic 330): Simplifying the Measurement of Inventory", which changes the measurement basis
for inventory from the lower of cost or market to lower of cost and net realizable value and also eliminates the requirement for companies to consider
replacement cost or net realizable value less an approximate normal profit margin when determining the recorded value of inventory. The standard was
effective for public companies in fiscal years beginning after December 15, 2016, with early adoption permitted. The implementation of this ASU did not
have a material impact on the Company's consolidated financial position, results of operations or cash flows.
In February 2016, the FASB issued ASU No. 2016-02, "Leases (Topic 842)", which is intended to improve financial reporting about leasing transactions.
This standard requires a lessee to record on the balance sheet the assets and liabilities for the rights
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and obligations created by lease terms of more than 12 months. This standard will be effective for fiscal years beginning after December 15, 2018, including
interim periods within those fiscal years. The Company is currently evaluating the impact the adoption of ASU 2016-02 will have on its consolidated
financial position, results of operations or cash flows.
In March 2016, the FASB issued ASU No. 2016-09, "Improvements to Employee Share-Based Payment Accounting (Topic 718)", which is intended to
simplify the accounting for share-based compensation. This standard simplifies the accounting for income taxes in relation to share-based compensation,
modifies the accounting for forfeitures, and modifies the statutory tax withholding requirements. This standard was effective for fiscal years beginning after
December 15, 2016, including interim periods within those fiscal years. The implementation of this ASU did not have a material impact on the Company's
consolidated financial position, results of operations or cash flows.
In January 2017, the FASB issued ASU 2017-01, “Business Combinations (Topic 805): Clarifying the Definition of a Business” to assist entities with
evaluating whether transactions should be accounted for as acquisitions or disposals of assets or businesses. To be considered a business, the integrated set of
activities and assets to be evaluated must include, at a minimum, an input and a substantive process that together significantly contribute to the ability to
create an output. If substantially all of the fair value of the gross assets acquired is concentrated in a single identifiable asset or group of similar identifiable
assets, the integrated set or activities and assets is not considered a business. ASU 2017-01 provides a framework to assist entities in evaluating whether an
integrated set of activities and assets include both an input and a substantive process when the assets’ fair value is not concentrated in a single identifiable
asset or group of similar identifiable assets. This standard is effective, prospectively, for fiscal years and interim periods beginning after December 15, 2017,
with early adoption allowed in certain circumstances. No disclosure is required at adoption. The early adoption of this ASU, in consideration of the Merger
completed on May 11, 2017, did not have a material impact on the Company's consolidated financial position, results of operations or cash flows.
In January 2017, the FASB issued ASU 2017-04, "Intangibles—Goodwill and Other (Topic 350): Simplifying the Test for Goodwill Impairment", which
is intended to simplify goodwill impairment testing by eliminating the second step of the analysis under which the implied fair value of goodwill is
determined as if the reporting unit were being acquired in a business combination. The update instead requires entities to compare the fair value of a
reporting unit with its carrying amount and recognize an impairment charge for any amount by which the carrying amount exceeds the reporting unit’s fair
value, to the extent that the loss recognized does not exceed the amount of goodwill allocated to that reporting unit. The standard is effective, prospectively,
for public companies in fiscal years beginning after December 15, 2019, with early adoption permitted. The Company is currently evaluating the impact the
adoption of ASU 2017-04 will have on its consolidated financial position, results of operations or cash flows.
In May 2017, the FASB issued ASU 2017-09, "Compensation - Stock Compensation (Topic 718): Scope of Modification Accounting", which clarifies
when changes to the terms or conditions of a share-based payment award must be accounted for as modifications. ASU 2017-09 will reduce diversity in
practice and result in fewer changes to the terms of an award being accounted for as modifications. Under ASU 2017-09, an entity will not apply modification
accounting to a share-based payment award if the award's fair value, vesting conditions and classification as an equity or liability instrument are the same
immediately before and after the change. ASU 2017-09 will be applied prospectively to awards modified on or after the adoption date. The guidance is
effective for annual periods, and interim periods within those annual periods, beginning after December 15, 2017. Early adoption is permitted. The Company
does not expect the adoption of ASU 2017-09 to have a material impact on its consolidated financial position, results of operations or cash flows.
Note 2: Liquidity and Going Concern Assessment
The Company's primary sources of liquidity are cash and cash equivalents as well as availability under a Credit and Security Agreement (the "2016
Credit and Security Agreement") with SCM Specialty Finance Opportunities Fund, L.P. ("SCM"), as amended through the Omnibus Joinder to Loan
Documents and Third Amendment to Credit and Security Agreement and Limited Waiver dated as of May 11, 2017 (the “Third Amendment”). In addition,
the Amended and Restated Credit Agreement dated as of May 11, 2017 (the “A&R Credit Agreement”) between the Company and SWK Funding, LLC
(“SWK”) provides both a term loan of $6.5 million (the “Term Loan”) and a $2.0 million revolving credit facility (the “Seasonal Facility”) that the Company
can use between June 1 and November 30, for both 2017 and 2018.
The Company has historically used availability under a revolving credit facility to fund operations due to a lag between the payment of certain
operating expenses and the subsequent billing and collection of the associated revenue based on customer payment terms. To illustrate, in order to conduct
successful screenings, the Company must expend cash to deliver the equipment and supplies required for the screenings. The Company must also expend
cash to pay the health professionals and site management conducting the screenings. All of these expenditures are incurred in advance of the customer
invoicing process and ultimate cash
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receipts for services performed. Given the seasonal nature of the Company's operations, management expects to continue using a revolving credit facility in
2017 and beyond.
Going Concern
In accordance with ASC 205-40, the following information reflects the results of management’s assessment of the Company's ability to continue as a
going concern.
Principal conditions or events that require management's consideration
Following are conditions and events which require management's consideration:
•

The Company had a working capital deficit of $13.5 million with $1.3 million in cash and cash equivalents at June 30, 2017. The Company had
$7.4 million of payables at June 30, 2017, that were past due-date terms. The Company is working with its vendors to facilitate revised payment
terms; however, the Company has had certain vendors who have threatened to terminate services due to aged outstanding payables and in order to
accelerate invoice payments. If services were terminated and the Company wasn’t able to find alternative sources of supply, this could have a
material adverse impact on the Company’s business.

•

The Company's net cash used in operating activities during the six month period ended June 30, 2017, was $6.7 million, and current projections
indicate that the Company will have continued negative cash flows for the foreseeable future.

•

The Company incurred a loss from continuing operations of $9.1 million for the six month period ended June 30, 2017; however, this includes $2.3
million of one-time transaction costs related to the Merger. Current projections indicate that the Company will have continued recurring losses for
the foreseeable future.

•

The Company had $4.5 million of outstanding borrowings under the 2016 Credit and Security Agreement with SCM, borrowing the maximum
available amount under the borrowing capacity. As of August 10, 2017, the Company had $3.4 million of outstanding borrowings and $0.9 million
of unused borrowing capacity. Any borrowings on the unused borrowing capacity are at the discretion of SCM.

•

The Company owed $6.5 million at June 30, 2017, under the Term Loan with SWK, which was used to fund the Merger. In addition, the Company
owed $2.0 million to SWK for the Seasonal Facility and $2.1 million to Century (as defined in Note 8 to the condensed consolidated financial
statements) for the Subordinated Promissory Note issued in connection with the Merger.

•

On August 8, 2017, the Company entered into a First Amendment to the A&R Credit Agreement (the “First Amendment”) that provides for an
additional $2.0 million term loan (the “August 2017 Term Loan”) to provide additional liquidity to strengthen the Company's entrance into busy
season. The Company is required to repay the August 2017 Term Loan by February 1, 2018, but plans to repay it by November 30, 2017. In
consideration for the First Amendment, the Company issued a new warrant (the “August Warrant”) for SWK to purchase up to 450,000 shares of the
Company’s common stock for a strike price of $0.80 per share, paid a fee of $0.03 million, and will pay an exit fee of $0.14 million if the August
2017 Term Loan is repaid by November 30, 2017, or $0.28 million if it is repaid later.

•

The debt agreements with SCM and SWK described above contain certain financial covenants, including various affirmative and negative covenants
including minimum aggregate revenue, adjusted EBITDA, and consolidated unencumbered liquid assets requirements, which the Company did
comply with as of June 30, 2017. Current projections indicate that the Company will continue to be able to meet the revised debt covenants outlined
in Note 8 to the condensed consolidated financial statements. Noncompliance with these covenants would constitute an event of default. If the
Company is unable to comply with financial covenants in the future and cannot modify the covenants, find new or additional lenders, or raise
additional equity, SCM reserves the right to terminate access to the unused borrowing capacity under the 2016 Credit and Security Agreement, while
SCM and SWK reserve the right to accelerate the repayment of all amounts outstanding and exercise remedies with respect to collateral, which would
have a material adverse impact on the Company's business. Additionally, the negative covenants set forth in the debt agreements with SCM and
SWK prohibit the Company from incurring additional debt of any kind without prior approval from the lenders. For additional information regarding
the 2016 Credit and Security Agreement, the A&R Credit Agreement, and the related covenants, refer to Note 8 to the condensed consolidated
financial statements.
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•

The Company has contractual obligations related to operating leases for the Company's two major locations in Olathe, KS and East Greenwich, RI,
capital leases obtained in the Merger and employment contracts which could adversely affect liquidity. Refer to Note 9 to the condensed
consolidated financial statements.

Management's plans
The Company expects to continue to monitor its liquidity carefully, work to reduce this uncertainty, and address its cash needs through a combination of
one or more of the following actions:
•

On May 11, 2017, the Company closed the Merger with Provant pursuant to the Merger Agreement. In conjunction with the Merger, new debt
agreements were signed which reset all of the debt covenants, and the Company met the covenants as of June 30, 2017, and anticipates being able to
meet the revised covenants in the future. The Company expects the Merger to increase the scale of the Company, improving gross margins due to
combined revenues and combined operations which will produce operational synergies by reducing fixed costs. While the Company expects its
financial condition to improve after the Merger, Provant has a history of operating losses as well, and the Company has incurred significant costs
and additional debt for the transaction and will continue to incur transition costs to integrate the two companies.

•

The Company will continue to seek additional equity investments. During the six month period ended June 30, 2017, the Company was able to raise
$3.4 million of additional equity through the issuance of common stock and warrants, net of issuance costs.

•

As discussed in Note 9 to the condensed consolidated financial statements, the Company reached settlement agreements for the remaining lease
obligations owed under three operating leases for spaces the Company no longer utilizes. The terms of the three lease settlements reduce the
Company's obligation by approximately $0.7 million compared to the original stated lease terms.

•

The Company has been able to obtain more favorable payment terms with some of its vendors and will continue to pursue revised terms, based on
the new consolidated company model after the Merger. The Company and Provant had several of the same vendors and have been able to work with
them on a combined basis to come up with more favorable terms for the Company going forward which will improve liquidity.

•

The Company will continue to aggressively seek new and return business from its existing customers and expand its presence in the health and
wellness marketplace.

•

The Company will continue to analyze and implement further cost reduction initiatives and efficiency improvements (see Note 9 to the condensed
consolidated financial statements).

Management's assessment and conclusion
In light of the Company's recent history of liquidity challenges, the Company has evaluated its plans described above to determine the likelihood that
they will be effectively implemented and, if so, the likelihood that they will alleviate or mitigate the conditions and events that raise substantial doubt about
the Company's ability to continue as a going concern. Successful implementation of these plans involves both the Company's efforts and factors that are
outside its control, such as its ability to attract and retain new and existing customers and to negotiate suitable terms with vendors and financing sources. As
a result, the Company can give no assurance that its plans will be effectively implemented in such a way that they will sufficiently alleviate or mitigate the
conditions and events noted above, which results in substantial doubt about the Company's ability to continue as a going concern within one year after the
date that the financial statements are issued.
The condensed consolidated financial statements have been prepared assuming that the Company will continue as a going concern and do not include
any adjustments that might result from the outcome of this uncertainty.
Note 3: Merger
On May 11, 2017, the Company closed the Merger contemplated by the Merger Agreement by and among the Company, Piper Merger Corp., Provant,
and Wellness Holdings, LLC. Provant was the surviving entity in the Merger, as a result of which it became a wholly-owned subsidiary of the Company. As
Merger consideration, the Company issued 10,448,849 shares to the Provant equity holders (the “Former Provant Owners”). The Former Provant Owners now
hold approximately 48% of the Company’s approximately 25.9 million outstanding shares of common stock. During the three and six month periods ended
June 30, 2017,
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the Company incurred $1.6 million and $2.3 million, respectively, of transaction costs in connection with the Merger in the condensed consolidated
statement of operations.
The Company expects the Merger to increase the scale of the Company, improving gross margins due to combined revenues and combined operations
which will produce operational synergies by reducing fixed costs, which is the basis for the merger and comprises the resulting goodwill recorded. While the
Company expects its financial condition to improve after the Merger, Provant has a history of operating losses as well, and the Company has incurred
significant costs and additional debt for the transaction.
In order to provide additional working capital for the consolidated Company after the Merger, the Company entered into the A&R Credit Agreement
with SWK which increases the principal balance under the existing Term Loan from $3.7 million to $6.5 million and provides the $2.0 million Seasonal
Facility. The Company also entered into the Third Amendment with SCM to expand the Company's revolving credit facility from $7.0 million to $10.0
million with an accordion to $15.0 million during high-volume months. See Note 8 to the condensed consolidated financial statements for further discussion
of the debt and warrants issued in connection with the Merger.
The Merger was treated as a purchase in accordance with Accounting Standards Codification (ASC) 805, Business Combinations, which requires
allocation of the purchase price to the estimated fair values of the assets acquired and liabilities assumed in the transaction, and the Company was determined
to be the acquirer in the Merger. The allocation of purchase price is based on management’s judgment after evaluating several factors, including a
preliminary valuation assessment. The allocation of purchase price is preliminary and subject to changes, which could be significant, as the valuation of
tangible and intangible assets are finalized, working capital adjustments are finalized, and additional information becomes available.
The preliminary allocation of purchase price is as follows:
(in thousands)
Cash
Accounts receivable
Inventory and other assets
Fixed assets
Technology
Customer relationships
Trade name/trademark
Non-compete agreements
Goodwill
Accounts payable
Accrued expenses and other liabilities
Line of credit
Capital leases
Deferred revenue
Subordinated promissory note
Preliminary Purchase Price

$

1,936
3,134
1,208
1,032
4,200
3,400
200
10
6,544
(2,945)
(4,617)
(4,684)
(334)
(200)
(2,092)

$

6,792

Intangible assets acquired include existing technologies including a customer-facing wellness portal, customer relationships, trade name/trademark, and
an executive non-compete agreement. The fair value assessment of the acquired assets and liabilities utilized Level 3 inputs. The method used to determine
the fair value of the intangible assets acquired and their estimated useful lives are as follows:
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Intangible Asset

Fair Value Method

Estimated Useful Life

Income Approach, Relief from Royalty
Technology

6 years
Income Approach, Multi-Period Excess Earnings

Customer relationships

8 years
Income Approach, Relief from Royalty

Trade name/trademark

9 months
Income Approach Lost Profits Method

Non-compete agreements

1 year

Amortization is expected to be recorded on a straight-line basis over the estimated useful life of the asset. The Company recorded amortization expense of
$0.2 million during the three month period ended June 30, 2017, related to the intangible assets acquired in the Merger, of which $0.1 million is recorded as
a component of cost of operations and $0.1 million is recorded as a component of selling, general and administrative expenses. The goodwill of $6.5 million
was recorded in one reporting unit as the Company does not report segments, and is expected to be deductible for tax purposes.
The consolidated statement of operations for the three and six month periods ended June 30, 2017, includes revenue of $1.9 million attributable to
Provant since the Merger date of May 11, 2017. Disclosure of the earnings contribution from the Provant business is not practicable, as the Company has
already integrated operations in many areas.
The following table provides unaudited pro forma results of operations for the three and six month periods ended June 30, 2017 and 2016, as if the
Merger had been completed on the first day of the Company's 2016 fiscal year.
Three Months Ended June 30,
(restated)
(in thousands)

Six Months Ended June 30,

(restated)

2017

(restated)

2016

(restated)

2017

2016

Pro forma revenues

$

10,884

$

12,426

$

24,034

$

26,390

Pro forma net loss from continuing operations

$

(5,873)

$

(8,384)

$

(11,680)

$

(16,004)

These pro forma results are based on estimates and assumptions, which the Company believes are reasonable. They are not the results that would have
been realized had the Company been a combined company during the periods presented, nor are they indicative of the consolidated results of operations in
future periods, as they do not reflect the operational synergies expected to be achieved by reducing fixed costs by combining operations. Additionally,
during the three and six month periods ended June 30, 2016, Provant had pass-through gift card revenues of $1.0 million and $2.0 million, respectively, that
was a non-recurring transaction. The pro forma results for the three and six month periods ended June 30, 2017, include immaterial pre-tax adjustments for net
amortization of intangible assets and the elimination of transaction costs of $2.1 million and $3.3 million, respectively. Pro forma results for the three and six
month periods ended June 30, 2016, include immaterial pre-tax adjustments for net amortization of intangible assets and the addition of transaction costs of
$2.1 million and $3.3 million, respectively.
Note 4: Loss Per Share
Basic loss per share equals net loss divided by the weighted average common shares outstanding during the period. Diluted loss per share equals net loss
divided by the sum of the weighted average common shares outstanding during the period plus dilutive common stock equivalents. The calculation of loss
per common share on a basic and diluted basis was the same for the three and six month periods ended June 30, 2017 and 2016, because the inclusion of
dilutive common stock equivalents, the A&R Warrant ( 543,479 shares), the 10% Warrant (326,052 shares), and the 2017 Private Offering Warrants
(2,187,500 shares) (all as defined in Note 8 to the condensed consolidated financial statements) issued in connection with the Merger, would have been antidilutive for all periods presented. The Company has granted options to purchase shares of the Company's common stock through employee stock plans with
the weighted average options outstanding as of June 30, 2017 and 2016, of 938,062 and 355,092, respectively, all of which were outstanding as of June 30,
2017, but are anti-dilutive because the Company is in a net loss position.
Note 5: Share-Based Compensation
Employee Share-Based Compensation Plans - On May 29, 2008, the Company's shareholders approved the 2008 Omnibus Employee Incentive Plan (the
"2008 Plan") providing for the grant of stock options, stock appreciation rights, non-vested stock, and performance shares. The 2008 Plan provides for the
issuance of an aggregate of 333,333 shares. There were no options for
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the purchase of shares granted under the 2008 Plan during the three and six month periods ended June 30, 2017. During the three and six month periods
ended June 30, 2016, the Company granted 100,000 and 153,332 options, respectively, for the purchase of shares under the 2008 Plan. As of June 30, 2017,
53,566 shares remain available for grant under the 2008 Plan.
On May 24, 2011, the Company's shareholders approved the 2011 Omnibus Employee Incentive Plan (as subsequently amended and restated (the "2011
Plan"), providing for the grant of stock options and non-vested stock awards. The 2011 Plan provides for the issuance of an aggregate of 633,333 shares.
During the three month period ended June 30, 2017, the Company granted 2,075,000 options for the purchase of shares granted under the 2011 Plan
conditioned on shareholder approval which was granted at the August 10, 2017, annual meeting of the Company’s shareholders of a proposed increase in the
number of shares subject to issuance under the 2011 Plan. During the six month period ended June 30, 2017, the Company granted a total of 19,800 stock
awards under the 2011 Plan to non-employee Board of Directors that immediately vested. During the three and six month periods ended June 30, 2016, the
Company granted a total of 166,665 stock awards to non-employee Board of Directors that immediately vested. As of June 30, 2017, assuming shareholder
approval of the increase of shares available for issuance under the 2011 Plan, 226,728 shares remained available for grant under the 2011 Plan.
Options under the 2008 and 2011 Plans are granted at fair value on the date of grant, are exercisable in accordance with various vesting schedules
specified in the individual grant agreements, and have contractual lives of 10 years from the date of grant.
The fair value of the stock options granted during the three and six month periods ended June 30, 2017, was estimated on the date of grant using the
Black-Scholes option pricing model with the following weighted average assumptions:

Expected life (years)
Expected volatility
Expected dividend yield
Risk-free interest rate
Weighted average fair value of options granted during the period

Three Months Ended
June 30,

Six Months Ended June
30,

2017

2017

4.2
90.0%
—%
1.8%
$0.43

4.2
90.0%
—%
1.8%
$0.43

The following table summarizes stock option activity for the six month period ended June 30, 2017:
Weighted
Average
Exercise Price
Per Option

Number of
Options
Outstanding balance at December 31, 2016

403,986

Granted
Exercised
Forfeited and Expired
Outstanding balance at June 30, 2017
Options exercisable at June 30, 2017

$

Weighted
Average
remaining
Contractual
Life (years)

Aggregate
Intrinsic Value
(in thousands)

4.62

2,075,000
—
(25,053)

0.65
—
3.17

2,453,933

1.28

9.49

$0

6.11

6.78

$0

241,041

$

There were no options exercised during the six month periods ended June 30, 2017 and 2016. Options for the purchase of an aggregate of 48,084 shares
of common stock vested during the six month period ended June 30, 2017, and the aggregate fair value at grant date of these options was $0.1 million. As of
June 30, 2017, there was approximately $0.7 million of total unrecognized compensation cost related to stock options. The cost is expected to be recognized
over a weighted average period of 2.10 years.
The Company recorded $0.1 million and $0.2 million, respectively, of share-based compensation expense in selling, general and administrative
expenses for the three and six month periods ended June 30, 2017. The Company recorded $0.4 million and $0.5 million, respectively, of share-based
compensation expense in selling, general and administrative expenses for the three and six month periods ended June 30, 2016.
Note 6: Inventories
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Included in inventories at June 30, 2017, and December 31, 2016, are $0.7 million and $0.7 million, respectively, of finished goods and $0.7 million and
$0.4 million, respectively, of components.
Note 7: Goodwill and Other Intangible Assets
The Company recorded goodwill of $7.2 million as of June 30, 2017, and $0.6 million as of December 31, 2016.
Intangible assets subject to amortization are amortized on a straight-line basis. Intangible assets are summarized in the table below:
June 30, 2017

(in thousands)
AHS acquisition
Portal
Customer
relationships
Provant Merger
Technology
Customer
relationships
Trade
name/trademark
Non-compete
agreements
Total

Gross
Carrying
Amount

Estimated Useful
Life
4 years

$

4,151

December 31, 2016

Accumulated
Amortization
$

Gross
Carrying
Amount

Intangible
Assets, net

2,289

$

1,862

$

4,151

Accumulated
Amortization
$

1,770

Intangible
Assets, net
$

2,381

8 years

2,097

578

1,519

2,097

447

1,650

6 years

4,200

98

4,102

—

—

—

8 years

3,400

59

3,341

—

—

—

9 years

200

38

162

—

—

—

1 year

10
$

14,058

1
$

3,063

9
$

10,995

—
$

6,248

—
$

2,217

—
$

4,031

Amortization expense for the three month periods ended June 30, 2017 and 2016 was $0.5 million and $0.3 million, respectively. Amortization expense
for the six month periods ended June 30, 2017 and 2016 was $0.8 million and $0.7 million, respectively.
Based on the Company's recent financial performance and negative shareholders' equity, management determined a review of impairment of the
Company's long-lived intangible assets was necessary as of June 30, 2017. The Company performed an assessment of the recoverability of the long-lived
intangible assets and determined they were recoverable, and thus no impairment charge for long-lived intangible assets was required at June 30, 2017. Note
that due to the Merger with Provant, there have been discussions around discontinuing the use of the Company's current portal and moving to the Provant
portal. As of June 30, 2017, however, these discussions were still very preliminary and no firm decisions have been made. Therefore, this impairment
analysis was not adjusted to reflect any potential changes from the Merger. The Company will continue to evaluate the likelihood of this potential transition
going forward.
Note 8: Debt
As of June 30, 2017, the following table summarizes the Company's outstanding debt:
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(in thousands)

June 30, 2017

2016 Credit and Security Agreement
Term Loan
Discount on Term Loan
Unamortized debt issuance costs related to Term Loan
Seasonal Facility
Subordinated Promissory Note
Capital Leases

$

December 31, 2016

4,473
6,500
(586)
(175)
2,000
2,092
281

Total debt
Short-term portion

$

3,603
3,676
(1,122)
(336)
—
—
—

14,585
(6,754)

Total long-term debt

$

7,831

5,821
(5,821)
$

—

The following table summarizes the components of interest expense for the three and six month periods ended June 30, 2017 and 2016:
(in thousands)

Three Months Ended
June 30,
2017
2016

Interest expense on Term Loan (effective interest rate at June 30, 2017 and
2016 was 13.5% and 15%, respectively)
Interest expense on 2013 Loan and Security Agreement
Interest expense on 2016 Credit and Security Agreement
Interest expense on Seasonal Facility
Interest expense on Subordinated Promissory Note
Interest expense on Capital Leases
Interest expense, other
Accretion of termination fees (over term of Term Loan at rate of 8%)
Amortization of debt issuance costs
Write-off of debt issuance costs related to 2013 Loan and Security Agreement
Amortization of debt discount associated with SWK Warrants #1 and #2
(defined below)
Mark to market of SWK Warrant #2 (defined below)
Total

$

179
—
117
23
23
2
2
98
79
—

$

170
—
$

693

Six Months Ended
June 30,
2017
2016
161
16
48
—
—
—
—
45
62
282

$

397
—
$

1,011

317
—
198
23
23
2
2
140
219
—

$

537
—
$

1,461

341
49
48
—
—
—
—
91
123
282
807
59

$

1,800

2016 Credit and Security Agreement
On April 29, 2016, the Company entered into the 2016 Credit and Security Agreement with SCM, as amended on August 15, 2016, November 15, 2016,
and May 11, 2017. The 2016 Credit and Security Agreement provides the Company with a revolving credit facility, the proceeds of which are to be used for
general working capital purposes and capital expenditures. The 2016 Credit and Security Agreement replaced the 2013 Loan and Security Agreement,
eliminating the requirement of the Company to issue SWK Warrant #2 (as defined below) for the purchase of common stock valued at $1.25 million to SWK,
the holder of the Company’s Credit Agreement.
In connection with the Merger, the Company entered into the Third Amendment, which expands the Company's revolving credit facility from $7.0
million to $10.0 million with an accordion to $15.0 million during high-volume months. The Company evaluated the application of ASC 470-50 and ASC
470-60 for the Third Amendment and concluded that the revised terms did not constitute a troubled debt restructuring ("TDR"), and the amendment was
accounted for as debt modification rather than debt
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extinguishment. SCM makes cash advances to the Company in an aggregate principal amount outstanding at any one time not to exceed the maximum
borrowing capacity, subject to certain loan balance limits based on the value of the Company’s eligible collateral (the “Revolving Loan Commitment
Amount”). The 2016 Credit and Security Agreement has a term of three years, expiring on April 29, 2019.
As of June 30, 2017, the Company had $4.5 million of outstanding borrowings under the 2016 Credit and Security Agreement, borrowing the maximum
available amount under the borrowing capacity. As of August 10, 2017, the Company had $3.4 million of outstanding borrowings and $0.9 million of unused
borrowing capacity. Any borrowings on the unused borrowing capacity are at the discretion of SCM. Immediately following the Merger, the Company paid
off Provant's outstanding line of credit balance, noted in the preliminary purchase price allocation in Note 3 to the condensed consolidated financial
statements, of $4.7 million.
Borrowings under the 2016 Credit and Security Agreement bear interest at a fluctuating rate that when annualized is equal to the Prime Rate plus 5.5%,
subject to increase in the event of a default. The Company paid SCM a $0.1 million facility fee, and monthly, SCM will receive an unused line fee equal to
one-half of one percent (0.5%) per annum of the difference derived by subtracting (i) the greater of (x) the average daily outstanding balance under the
Revolving Facility during the preceding month and (y) the Minimum Balance, from (ii) the Revolving Loan Commitment Amount and also a collateral
management fee equal to one-half of one percent (0.5%) per annum of the Revolving Loan Commitment Amount. In connection with the Third Amendment,
the Company paid fees of $0.1 million to SCM that were capitalized in Other Assets. As of June 30, 2017, the remaining balance in debt issuance costs
recorded in Other Assets on the condensed consolidated balance sheet was $0.3 million.
Borrowings under the 2016 Credit and Security Agreement are secured by a security interest in all existing and after-acquired property of the Company,
including, but not limited to, its receivables (which are subject to a lockbox account arrangement), inventory, and equipment.
The Third Amendment revised the previous covenants, and contains customary representations and warranties and various affirmative and negative
covenants including minimum aggregate revenue, adjusted EBITDA, and consolidated unencumbered liquid assets requirements. Noncompliance with these
covenants constitutes an event of default. The covenants are summarized in the tables below and are on a pro forma basis as if the Merger with Provant
happened at the beginning of the quarter ended June 30, 2017:
`
(in
thousands)
Three
months
ended
June 30,
2017
$10,500

Minimum Aggregate Revenue (LTM) as of the end of:
Six months
ending
September 30,
2017

Nine months
ending
December 31, 2017

Twelve months
ending
March 31, 2018

Twelve months
ending
June 30, 2018

Twelve months
ending
September 30,
2018

$26,000

$53,000

$69,000

$70,000

$71,000

Twelve months
ending
December 31, 2017

Twelve months
ending
March 31, 2018

Twelve months
ending
June 30, 2018

$3,000

$5,000

$5,200

Twelve months
Twelve months
ending
ending
December 31, 2018 each fiscal quarter
thereafter
$74,000

$75,000

Minimum Adjusted EBITDA as of the end of:
Twelve months
ending
September 30,
2018
$6,000

Twelve months
Twelve months
ending
ending
December 31, 2018 each fiscal quarter
thereafter
$8,000
$9,000

Minimum Consolidated Unencumbered Liquid Assets as of:
June 30,
2017

September 30,
2017

$500

$750

The end of each
fiscal quarter
thereafter
$1,000

The Company was in compliance with the covenants under the Third Amendment as of June 30, 2017. If the Company is unable to comply with financial
covenants in the future and in the event that the Company was unable to modify the covenants, find new or additional lenders, or raise additional equity, it
would be considered in default, which would then enable the lenders
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to accelerate the repayment of all amounts outstanding and exercise remedies with respect to collateral, which would have a material adverse impact on the
Company's business.
A&R Credit Agreement
In order to fund the acquisition of Accountable Health Solutions in 2015, the Company entered into the Credit Agreement with SWK on April 17, 2015,
as amended on February 25, 2016, March 28, 2016, August 15, 2016, and November 15, 2016. The Credit Agreement provided the Company with a $5.0
million Term Loan. In order to provide additional working capital for the consolidated Company after the Merger, the Company entered into the A&R Credit
Agreement with SWK which increases the Term Loan balance as of June 30, 2017, from $3.7 million to $6.5 million. The A&R Credit Agreement provides
the Company a principal repayment holiday until February 2019. Interest, fees, costs, and expenses are payable quarterly beginning in the third quarter of
2017. All mandatory payments of principal, interest, fees, costs, and expenses are determined by the revenue-based formula that has been in effect since the
original Credit Agreement. Principal payments, once they begin, are capped at $0.5 million per quarter. The Company will be required to make the quarterly
revenue-based payments in an amount equal to fifteen percent (15.0%) of yearly aggregate revenue up to and including $20 million plus ten percent (10%) of
yearly aggregate revenue greater than $20 million less any revenue-based payments made in prior quarters in the same fiscal year. The Company evaluated
the application of ASC 470-50 and ASC 470-60 for the A&R Credit Agreement and concluded that the revised terms did constitute a TDR, and thus has
expensed all direct costs in the period in which they were incurred, discussed further below.
The outstanding principal balance under the A&R Credit Agreement bears interest at an adjustable rate per annum equal to the LIBOR Rate (subject to a
minimum amount of one percent (1.0%)) plus twelve-and-a-half percent (12.5%) and is due and payable quarterly, in arrears, commencing in the third quarter
of 2017. Upon the earlier of (a) the maturity date on May 11, 2021, or (b) full repayment of the Term Loan, whether by acceleration or otherwise, the
Company is required to pay an exit fee equal to eight percent (8%) of the aggregate principal amount of all term loans advanced under the A&R Credit
Agreement. The Company is recognizing the exit fee over the term of the Term Loan through an accretion accrual to interest expense using the effective
interest method. In connection with the A&R Credit Agreement, the Company paid a $97,500 origination fee to SWK and $150,000 of legal fees, which per
the TDR guidance noted above were recorded as transaction costs in the quarter ended June 30, 2017. The Company was also required to pay the $0.4 million
exit fee from the original Credit Agreement to SWK, which the Company had been accreting to interest expense, recording the remaining balance of $75,000
in interest expense in the quarter ended June 30, 2017. The Company will also pay an unused line fee going forward.
In addition, SWK is providing a $2.0 million seasonal revolving credit facility (the "Seasonal Facility"), which is guaranteed by the parent company of
one of the Former Provant Owners, Century Focused Fund III, LP (“Century”). In exchange for Century’s guarantee of the Seasonal Facility pursuant to a
Limited Guaranty Agreement dated May 11, 2017, among Century, SWK and the Company (the “Century Guaranty”), the Company issued to WH-HH
Blocker, Inc., a subsidiary of Century (“WH-HH Blocker”), a Common Stock Purchase Warrant to purchase 326,052 shares of Common Stock, with a strike
price of $0.6134 per share (the “10% Warrant”). If the guarantee is called, the Company would issue to WH-HH Blocker an additional Common Stock
Purchase Warrant to purchase 2,934,468 shares of Common Stock, with a strike price of $0.6134 per share (the “90% Contingent Warrant”) (together with the
10% Warrant, the "Century Warrants"). The Century Warrants will be exercisable for seven years and will each have a strike price equal to the average trading
price used to determine the number of shares subject to such warrant. The 10% Warrant will not be exercisable during the first year after closing of the
Merger. The 10% Warrant was issued by the Company in reliance on an exemption from registration pursuant to Section 4(a)(2) of the Securities Act, and
Rule 506 thereunder. Pursuant to a Credit Agreement Side Letter between the Company and Century executed on May 11, 2017 (the “Side Letter”), the
Company is also obligated, if it fails to pay the amount outstanding under the Seasonal Facility by November 30 each year to SWK, regardless if the Century
Guaranty is called by SWK, to pay interest to Century at an annual rate of 25% on the outstanding balance from November 30 until the outstanding balance
under the Seasonal Facility is paid in full to SWK. As noted above, as the modification of the Term Loan was treated as a TDR, the Century Warrants issued as
part of the TDR were treated similarly to the cash transaction costs discussed above and thus the fair value of the Century Warrants was recorded as
transaction costs in the quarter ended June 30, 2017. The Century Warrants are being accounted for as derivatives and thus will be re-measured at fair value at
each reporting date with the change in fair value reflected in earnings. The Company valued the Century Warrants using the Black-Scholes pricing model,
which utilizes Level 3 Inputs. The Company utilized volatility of 80.6%, a risk-free rate of 2.22%, dividend rate of zero, and term of 7 years, which is
consistent with the exercise period of the Century Warrants.
To fulfill a condition of the A&R Credit Agreement, the Company issued 4,375,000 shares of its common stock to various investors in a private offering
for an aggregate purchase price of $3.4 million, net of issuance costs, between February 1, 2017 and May 11, 2017 (the "2017 Private Offering"). These shares
were sold at a purchase price of $0.80 per share plus one-half warrant per share with a strike price of $1.35 per share. Warrants to purchase up to an additional
2,187,500 shares of common stock were issued (the "2017 Private Offering Warrants"). The 2017 Private Offering Warrants are exercisable for a period of four
years from the date of issuance but are not exercisable during the first six months after closing of the 2017 Private Offering.
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In connection with the execution of the Credit Agreement in 2015, the Company issued SWK a warrant (the "SWK Warrant #1") to purchase 543,479
shares of the Company’s common stock. As part of the conditions in the Third Amendment to Credit Agreement and Limited Waiver and Forbearance (the
“Third SWK Amendment”) dated August 15, 2016, the Company modified the exercise price of the SWK Warrant #1 to $1.30 per share, recording the change
in fair value of the SWK Warrant #1 of $0.3 million in accumulated paid-in capital in the condensed consolidated balance sheet. The warrant was considered
equity classified, and as such, the Company allocated the proceeds from the Term Loan to the warrant using the relative fair value method. Further, pursuant
to the Credit Agreement, if the 2013 Loan and Security Agreement was not repaid in full and terminated, and all liens securing the 2013 Loan and Security
Agreement were not released, on or prior to April 30, 2016, as amended in the First Amendment to the Credit Agreement dated February 25, 2016, the
Company agreed to issue an additional warrant (“SWK Warrant #2”) to SWK to purchase common stock valued at $1.25 million, with an exercise price of the
closing price on April 30, 2016. In accordance with the relevant accounting guidance, SWK Warrant #2 was determined to be an embedded derivative. The
fair value of both of the SWK warrants at the inception of the Credit Agreement of approximately $3.6 million was recorded as a debt discount, and has been
amortized through interest expense over the term of the Credit Agreement using the effective interest method. In accordance with the relevant accounting
guidance for a TDR, the debt discount is now being amortized through expense over the revised term of the A&R Credit Agreement. The Company valued
both warrants using the Black-Scholes pricing model, which utilizes Level 3 Inputs. For SWK Warrant #1, the Company utilized volatility of 85.0%, a riskfree rate of 1.4%, dividend rate of zero, and term of 7 years, which is consistent with the exercise period of the Warrant. For the SWK Warrant #2, the
Company utilized volatility of 80.0%, a risk-free rate of 2.1%, dividend rate of zero, and term of 7 years, which is consistent with the exercise period of the
warrant. The requirement of the Company to issue the SWK Warrant #2 was eliminated when the Company entered into the 2016 Credit and Security
Agreement with SCM, which is discussed further above.
In connection with the execution of the A&R Credit Agreement, the Company issued to SWK a Second Amended and Restated Closing Date Warrant
(the “A&R Warrant”) to replace SWK Warrant #1 to purchase 543,479 shares of the Company’s common stock. The A&R Warrant is exercisable on a cashless
basis. The exercise price of the warrant is subject to customary adjustment provisions for stock splits, stock dividends, recapitalizations and the like. The
warrant grants the holder certain piggyback registration rights. The A&R Warrant will be exercisable for seven years, and upon exercise, the total number of
shares of the Company’s common stock to be issued to SWK will be approximately 1.3 million at a strike price of $0.84 per share. The A&R Warrant is being
issued by the Company in reliance on an exemption from registration pursuant to Section 4(a)(2) of the Securities Act of 1933, as amended (the “Securities
Act”), and Rule 506 thereunder. As noted above, as the modification of the Term Loan was treated as a TDR, the A&R Warrant issued as part of the TDR was
treated similarly to the cash transaction costs discussed above and thus the change in the fair value of SWK Warrant #1 and the A&R Warrant was recorded as
a transaction cost in the quarter ended June 30, 2017. The Company valued the A&R Warrant using the Black-Scholes pricing model, which utilizes Level 3
Inputs. The Company utilized volatility of 80.6%, a risk-free rate of 2.22%, dividend rate of zero, and term of 7 years, which is consistent with the exercise
period of the A&R Warrant.
The A&R Credit Agreement revised the previous covenants, and contains customary representations and warranties and various affirmative and negative
covenants including minimum aggregate revenue, adjusted EBITDA, and consolidated unencumbered liquid assets requirements. Noncompliance with these
covenants constitutes an event of default. The covenants are summarized in the tables below and are on a pro forma basis as if the Merger with Provant
happened at the beginning of the quarter ended June 30, 2017:
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(in
thousands)
Three
months
ended
June 30,
2017
$10,500

Minimum Aggregate Revenue (LTM) as of the end of:
Six months
ending
September 30,
2017

Nine months
ending
December 31, 2017

Twelve months
ending
March 31, 2018

Twelve months
ending
June 30, 2018

Twelve months
ending
September 30,
2018

$26,000

$53,000

$69,000

$70,000

$71,000

Twelve months
ending
December 31, 2017

Twelve months
ending
March 31, 2018

Twelve months
ending
June 30, 2018

$3,000

$5,000

$5,200

Twelve months
Twelve months
ending
ending
December 31, 2018 each fiscal quarter
thereafter
$74,000

$75,000

Minimum Adjusted EBITDA as of the end of:
Twelve months
ending
September 30,
2018
$6,000

Twelve months
Twelve months
ending
ending
December 31, 2018 each fiscal quarter
thereafter
$8,000
$9,000

Minimum Consolidated Unencumbered Liquid Assets as of:
June 30,
2017

September 30,
2017

The end of each
fiscal quarter
thereafter

$500

$750

$1,000

The Company was in compliance with the covenants under the A&R Credit Agreement as of June 30, 2017. If the Company is unable to comply with
financial covenants in the future and in the event that the Company was unable to modify the covenants, find new or additional lenders, or raise additional
equity, it would be considered in default, which would then enable the lenders to accelerate the repayment of all amounts outstanding and exercise remedies
with respect to collateral, which would have a material adverse impact on the Company's business.
Borrowings under the A&R Credit Agreement are secured by a security interest in all existing and after acquired property of the Company and its
subsidiaries, including Provant, including, but not limited to, its receivables (which are subject to a lockbox account arrangement), inventory and equipment.
The A&R Credit Agreement contains a cross-default provision that can be triggered if the Company has more than $0.25 million in debt outstanding
under the 2016 Credit and Security Agreement and the Company fails to make payments to SCM when due or if SCM is entitled to accelerate the maturity of
debt in response to a default situation under the 2016 Credit and Security Agreement, which may include violation of any financial covenants.
On August 8, 2017, the Company entered into a First Amendment to the A&R Credit Agreement (the “First Amendment”) that provides for an additional
$2.0 million term loan (the “August 2017 Term Loan”). Refer to Note 12 to the condensed consolidated financial statements Part II, Item 5 of this Report for
further discussion.
Subordinated Promissory Note
Century invested $2.5 million in Provant prior to the Merger in the form of subordinated, convertible debt bearing interest at 8.25%. Immediately prior
to closing of the Merger, approximately $0.4 million of the balance of the note converted to equity in Provant. Subject to a net debt calculation in the Merger
Agreement, which included a postclosing true-up, the remaining approximately $2.1 million remained outstanding as subordinated debt (not convertible
anymore) of Provant to Century pursuant to the Subordinated Promissory Note dated May 11, 2017 (the “Subordinated Promissory Note”). As noted in Note 3
to the condensed consolidated financial statements, the Subordinated Promissory Note was part of the Provant purchase price allocation and is recorded in
long-term liabilities on the condensed consolidated balance sheet as of June 30, 2017.
The unpaid principal balance of the Subordinated Promissory Note is due on May 11, 2022, or if earlier, the date on which the Term Loan to SWK and
the 2016 Credit and Security Agreement with SCM is discharged, repaid, refinanced or otherwise satisfied (the "Maturity Date"). The Subordinated
Promissory Note bears interest at annual rate of 8.25%. Interest shall accrue daily and be paid in full on the Maturity Date; provided that a minimum amount
of interest equal to the “Tax Distribution” shall
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be paid on or before March 31 of each year. “Tax Distribution” means 40% of the accrued interest for the most recently completed calendar year. The
Subordinated Promissory Note is subordinated to the Term Loan with SWK and the 2016 Credit and Security Agreement with SCM, pursuant to the terms
outlined in the Subordinated Promissory Note.
Capital Leases
As a result of the Merger with Provant, the Company acquired two leases accounted for as capital leases, which related to a phone system, which expires
in October 2017, and a data center, which expires in June 2018. The underlying assets and accumulated depreciation are recorded in property, plant and
equipment, with the corresponding liability of $0.3 million recorded in short-term debt in the condensed consolidated balance sheet as of June 30, 2017.
Note 9: Commitments and Contingencies
Lease obligations
After the Merger with Provant, the Company has two major locations located in Olathe, Kansas and East Greenwich, RI under operating leases which
expire in 2018. Through the acquisition of AHS in 2015, the Company acquired two leased properties in Des Moines, IA and Indianapolis, IN under
operating leases which also expired in 2018. The Company determined that neither lease was necessary for its operations, thus, in April 2017, settlement
agreements for the remaining lease obligations were reached with both landlords. Additionally, the Company was under obligation under a lease related to
the discontinued Hooper Holmes Services operations center through 2018 and had ceased use of this facility, and on March 9, 2017, the parties to the lease
reached a settlement agreement for the remaining lease obligation. A $0.1 million gain from discontinued operations was recorded during the six month
period ended June 30, 2017, based on this settlement agreement. The lease settlement liabilities for the three settled lease agreements of $0.5 million are
accrued in other current and long-term liabilities in the accompanying condensed consolidated balance sheet as of June 30, 2017. The Company had
recorded a facility closure obligation of $0.4 million, related to the discontinued Hooper Holmes Services operations center, which was recorded in other
current and long-term liabilities in the accompanying condensed consolidated balance sheet as of December 31, 2016.
The Company also leases copiers and other miscellaneous equipment. These leases expire at various times through 2017.
Employment obligations
The Company has employment agreements with certain employees that provide for payment of base salary for up to a one year period in the event their
employment with the Company is terminated in certain circumstances, including following a change in control, as further defined in the agreements.
The Company incurred certain severance and other costs in 2016 and throughout 2017 related to its ongoing initiatives to increase the flexibility of its
cost structure and integrate Provant that were recorded in selling, general, and administrative expenses, and at June 30, 2017, the Company recorded a $0.3
million liability related to these initiatives in other current liabilities in the accompanying condensed consolidated balance sheet.
Legal contingencies and obligations
The Company, in the normal course of business, is a party to various claims and other legal proceedings. In the opinion of management, the Company
has legal defenses and/or insurance coverage (subject to deductibles) with respect to all of its pending legal actions. If management believes that a material
loss not covered by insurance arising from these actions is probable and can reasonably be estimated, the Company may record the amount of the estimated
loss or, if a loss cannot be estimated but the minimum liability may be estimated using a range and no point is more probable than another, the Company may
record the minimum estimated liability. As additional information becomes available, any potential liability related to these actions is assessed and the
estimates are revised, if necessary. Management believes that the ultimate outcome of all pending legal actions, individually and in the aggregate, will not
have a material adverse effect on the Company's financial position that is inconsistent with its loss reserves or on its overall trends in results of operations.
However, litigation and claims are subject to inherent uncertainties and unfavorable outcomes can occur that exceed any amounts reserved for such losses. If
an unfavorable outcome were to occur, there exists the possibility of a material adverse impact on the results of operations in the period in which the outcome
occurs or in future periods.
On August 5, 2016, the Company agreed to a settlement of $0.45 million related to a lawsuit involving the former Portamedic service line for which the
Company retained liability, that was subsequently paid during the three months ended June 30, 2017. As of December 31, 2016, the Company had recorded a
liability of $0.45 million related to this matter in other current liabilities
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in the condensed consolidated balance sheet. An expense of $0.15 million recorded during the six month period ended June 30, 2016, was included in the
discontinued operations line item on the condensed consolidated statement of operations. The claim was not covered by insurance, and the Company
incurred legal costs to defend the litigation which are also recorded in discontinued operations during the six month period ended June 30, 2016. There were
no such costs incurred during the three and six month periods ended June 30, 2017.
Prior to the Company’s merger with Provant, Provant settled a lawsuit filed in California state court in which a former employee claimed that Provant
failed to follow specific requirements under California wage and hour laws and regulations. Under the settlement agreement, Provant agreed to pay the
plaintiff approximately $0.75 million, a portion of which was covered by Provant’s insurance, by March 2018. The uninsured balance of $0.7 million has
been accrued in other current liabilities in the condensed consolidated balance sheet as of June 30, 2017.
Note 10: Income Taxes
The Company's income tax expense was not material for any period presented in the condensed consolidated statement of operations. No amounts were
recorded for unrecognized tax benefits or for the payment of interest and penalties during the three and six month periods ended June 30, 2017 and 2016. No
federal or state tax benefits were recorded relating to the current year loss. The Company continues to believe that a full valuation allowance is required on its
net deferred tax assets, with the exception of deferred income tax on the liabilities of certain indefinite-lived intangibles.
The tax years 2013 through 2016 may be subject to federal examination and assessment. Tax years from 2008 through 2012 remain open solely for
purposes of federal and certain state examination of net operating loss ("NOL") and credit carryforwards. State income tax returns may be subject to
examination for tax years 2012 through 2016, depending on state tax statute of limitations.
As of December 31, 2016, the Company had U.S. federal and state net operating loss carryforwards of $176.2 million and $143.0 million, respectively.
There has been a significant change in these balances as of May 11, 2017, following the changes in ownership due to the Merger with Provant, in addition to
the previous changes in ownership since 2015. The net operating loss carryforwards, if not utilized, will expire in the years 2017 through 2036. No tax
benefit has been reported since a full valuation allowance offsets these tax attributes. However, limitations could apply upon the release of the valuation
allowance.
Since the Company had changes in ownership during 2015, continuing into 2016 and 2017, the Company has determined that additional limitations
under IRC Section 382 of the Internal Revenue Code of 1986 apply to the future utilization of certain tax attributes including NOL carryforwards, other tax
carryforwards, and certain built-in losses. Limitations on future net operating losses apply when a greater than 50% ownership change over a three-year
period occurs under the rules of IRC Section 382. The Company has not had a formal study completed with respect to IRC Section 382; however, the
Company did complete its own analysis and determined that there has been a greater than 50% change in ownership following the Merger on May 11, 2017.
The allowance of future net operating losses is limited to the market capitalization value multiplied by the “long-term tax-exempt rate” as of May 2017, the
month in which the ownership change took place. It is estimated that the Company will be limited to approximately $0.2 million of NOL per year, and due to
expiring net operating loss provisions, the Company has estimated it will be unable to utilize approximately $172.9 million and $140.2 million of remaining
federal and state net operating losses, respectively, in the future. The net operating loss carryforwards expiring prior to utilization as a result of the Section
382 limitations reduce the deferred tax assets, with a corresponding reduction of the valuation allowance.
In addition to the Company’s existing net operating losses, the Company is confirming that the net operating losses of Provant are acquired as part of the
Merger, satisfying the continuity of business requirements. Provant has an estimated $5.8 million and $2.8 million of federal and state net operating losses,
respectively, as of the Merger date after applying the limitations of IRC Section 382. Preliminary calculations indicate the Provant losses will be limited to
$0.3 million of NOL per year.
Note 11: Fair Value Measurements
The Company determines the fair value measurements used in our consolidated financial statements based upon the price that would be received to sell
an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date. The fair value hierarchy distinguishes
between (1) market participant assumptions developed based on market data obtained from independent sources (observable inputs) and (2) an entity’s own
assumptions about market participant assumptions developed based on the best information available in the circumstances (unobservable inputs). The fair
value hierarchy consists of three broad levels, which gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities
(Level 1) and the lowest priority to unobservable inputs (Level 3). The three levels of the fair value hierarchy are described below:
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•

Level 1 - Valuations based on quoted prices in active markets for identical assets or liabilities that the entity has the ability to access.

•

Level 2 - Valuations based on quoted prices for similar assets or liabilities, quoted prices in markets that are not active, or other inputs that are
observable or can be corroborated by observable data for substantially the full term of the assets or liabilities.

•

Level 3 - Valuations based on inputs that are supported by little or no market activity and that are significant to the fair value of the assets or
liabilities.

The Company estimated the fair value of the Term Loan using Level 3 valuation techniques. The estimated fair value of the Term Loan was determined
by discounting future projected cash flows using a discount rate commensurate with the risks involved and by using the Black-Scholes valuation model.
June 30, 2017
(in thousands)
Term Loan

Face Value
$

6,500

December 31, 2016
Carrying
Amount

Fair Value
$

6,141

$

5,739

Face Value
$

5,000

Carrying
Amount

Fair Value
$

4,865

$

2,218

Note 12: Subsequent Events
On August 8, 2017, the Company entered into a First Amendment to the A&R Credit Agreement (the “First Amendment”) that provided for an additional
$2.0 million term loan (the “August 2017 Term Loan”). The Company was required to repay the August 2017 Term Loan by February 1, 2018. In
consideration for the First Amendment, the Company issued a new warrant (the “August Warrant”) for SWK to purchase up to 450,000 shares of the
Company’s common stock for a strike price of $0.80 per share, paid a fee of $0.03 million, and will pay an exit fee of $0.28 million.
On November 14, 2017, the Company entered into a Second Amendment to the A&R Credit Agreement, which provided a waiver for the non-compliance
with the debt covenants for the measurement period ended September 30, 2017.
On February 2, 2018, the Company entered into a Third Amendment to the A&R Credit Agreement which provided a waiver for the non-compliance of
the debt covenants for the measurement period ended December 31, 2017, if the Company is able to pay in full the $2.0 million due under the August 2017
Term Loan prior to April 30, 2018.
The Company was not able to make its March 15, 2018, payment to SWK due under the A&R Credit Agreement; therefore, the Company is in default
with SWK and, due to the cross-default clause with CNH, was also in default on the 2016 Credit and Security Agreement. In addition, the Company's
Subordinated Promissory Note owed to Century is subject to acceleration in the event of defaults on the A&R Credit Agreement and 2016 Credit and
Security Agreement. Due to the covenant violations, events of default, and the substantial doubt about the Company's ability to continue as a going concern,
all debt has been classified as short-term on the consolidated balance sheet as of December 31, 2017.
On March 26, 2018, as previously disclosed on the Company's Current Report on Form 8-K filed with the SEC on March 30, 2018, the Company
appointed a Chief Restructuring Officer ("CRO"), whose principal duties in the immediate term are to establish a working capital plan, with the broader
mandate to include developing and implementing plans to restructure the Company’s balance sheet, operating expense structure and overall strategies in an
effort to resolve the substantial doubt about the Company's ability to continue as a going concern, as described in Note 2 to the condensed consolidated
financial statements.
ITEM 2

Management's Discussion and Analysis of Financial Condition and Results of Operations

In this Quarterly Report on Form 10-Q (this "Report"), the terms "Hooper Holmes," "Company," "we," "us" and "our" refer to Hooper Holmes, Inc. and its
subsidiaries.
Cautionary Statement Regarding Forward-Looking Statements
This Report contains forward-looking statements, as that term is defined in the Private Securities Litigation Reform Act of 1995, concerning the
Company’s plans, objectives, goals, strategies, future events or performances, which are not statements of
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historical fact and can be identified by words such as: "expect," "continue," "should," "may," "will," "project," "anticipate," "believe," "plan," "goal," and
similar references to future periods. The forward-looking statements contained in this Report reflect our current beliefs and expectations. Actual results or
performance may differ materially from what is expressed in the forward looking statements.
Forward-looking statements are subject to risks and uncertainties that could cause actual results to differ materially from those expected. These risks and
uncertainties include, but are not limited to, risks related to our ability to realize the expected benefits from the acquisition of Accountable Health Solutions
and our strategic alliance with Clinical Reference Laboratory; our ability to realize the expected synergies and other benefits from the merger with Provant
Health Solutions; our ability to successfully implement our business strategy and integrate Accountable Health Solutions’ and Provant Health Solutions’
business with ours; our ability to retain and grow our customer base; our ability to recognize operational efficiencies and reduce costs; uncertainty as to our
working capital requirements over the next 12 to 24 months; our ability to maintain compliance with the financial covenants contained in our credit
facilities; the rate of growth in the Health and Wellness market and such other factors as discussed in Part I, Item 1A, Risk Factors, and Part II, Item 7,
Management’s Discussion and Analysis of Financial Conditions and Results of Operations of our Annual Report on Form 10-K for the year ended December
31, 2016, and similar discussions in our other filings with the Securities and Exchange Commission ("SEC").
Investors should consider these factors before deciding to make or maintain an investment in our securities. The forward-looking statements included in
this Report are based on information available to us as of the date of this Report. We expressly disclaim any intent or obligation to update or release any
revisions to these forward-looking statements to reflect events or circumstances, or to reflect the occurrence of unanticipated events, after the date of this
Report, except as required by law.
Executive Summary
Overview
We provide on-site screenings and flu shots, laboratory testing, risk assessment, and sample collection services to individuals as part of comprehensive
health and wellness programs offered through organizations sponsoring such programs including corporate and government employers, health plans, hospital
systems, health care management companies, wellness companies, brokers and consultants, disease management organizations, reward administrators, third
party administrators, clinical research organizations and academic institutions. Through our comprehensive health and wellness services, we also provide
telephonic health coaching, access to a wellness portal with individual and team challenges, data analytics, and reporting services. We contract with health
professionals to deliver these services nationwide, all of whom are trained and certified to deliver quality service. We leverage our national network of health
professionals to support the delivery of other similar products and services.
Through the Merger with Provant, discussed further below, which offers a similar set of services as Hooper Holmes, the combination provides a
personalized, one-stop programming experience for customers, with proven outcomes powered by sophisticated data collection and management. Provant is a
leader of comprehensive workplace well-being solutions in North America, with a growing global presence. Founded in 2001, Provant partners with
employers to improve employee health and productivity while supporting healthcare cost management. Through a network of 13,000-plus health
professionals, Provant touches millions of lives by delivering customized well-being strategies and services on-site, telephonically and digitally utilizing
advanced data management.
We service approximately 200 direct clients representing nearly 3,000 employers and just over 3,000,000 participants. In 2016, we delivered nearly
500,000 screenings and are on track to continue year-over-year revenue growth through a combination of our direct, channel partner, and clinical research
organization partners as well as through the addition of new customers and the merger with Provant.
We operate under one reporting segment. Our screening and flu shot services are subject to seasonality, with the third and fourth quarters typically being
our strongest quarters due to increased demand for screenings and flu shots from mid-September through November related to annual benefit renewal cycles.
Our health and wellness service operations are more constant, though there are some variations due to the timing of the health coaching programs which are
billed per participant and typically start shortly after the conclusion of onsite screening events. In addition to our screening and health and wellness services,
we generate ancillary revenue through the assembly of medical kits for sale to third parties.
We believe that the overall market for our screening and health and wellness services is growing and we expect it will continue to grow with the
increased nationwide focus on healthcare, cost-containment and well-being/productivity initiatives.
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Key Risks, Trends and Uncertainties in Our Business
We believe that the key risks, trends and uncertainties in our business are as follows:
•

Our recurring losses from operations, negative cash flows from operations, and liquidity issues raise substantial doubt about our ability to continue
as a going concern within one year after issuance of our financial statements. Our ability to generate positive cash flows and net income is dependent
upon achieving the cost reductions and new and return business discussed below under the heading “Liquidity and Capital Resources - Going
Concern” in Part I, Item 2.

•

While we expect our financial condition to improve after the Merger, our current projections indicate that we will have continued negative cash flow
and recurring losses for the foreseeable future. Provant has a history of operating losses as well, and we have incurred significant costs and additional
debt for the transaction and will continue to incur transition costs to integrate the two companies. Please refer to “Liquidity and Capital Resources Going Concern” in Part I, Item 2 of this Report for further discussion.

•

While we were able to comply with the covenants in our debt agreements as of June 30, 2017, we were unable to meet our debt covenants for both
the three month period ended March 31, 2017, and the twelve month period ended December 31, 2016. We currently project that we will be able to
satisfy debt agreements that became effective at closing of the Merger over the next twelve months. If we were unable to comply with the revised
covenants in our debt agreements there is no assurance that we could obtain covenants waivers from our lenders, which could have a material and
adverse effect on our business. Please refer to “Liquidity and Capital Resources - Going Concern” in Part I, Item 2 of this Report for further
discussion.

•

Our screening operations are seasonal in nature and largely depend on volumes during the third and fourth quarters. Please refer to “Liquidity and
Capital Resources” in Part I, Item 2 of this Report for further discussion.

Capital Activities
Rights Offering
On January 25, 2016, we received $3.4 million, net of $0.1 million issuance costs, in additional equity by issuing 2,601,789 shares of our common stock,
$0.04 par value, through a rights offering to current shareholders which was used to fund working capital.
Additional Equity Contributions
On March 28, 2016, we received $1.2 million in cash in additional equity by issuing 666,667 shares of our common stock, $0.04 par value, to 200 NNH,
LLC, (the "Investor") a new private investor, which was used to fund working capital. Pursuant to the Stock Purchase Agreement, there is a lock-up period of
18 months, during which time the Investor cannot sell the shares acquired.
Beginning on September 15, 2016, we received $1.7 million in cash, net of issuance costs, in additional equity by issuing 1,388,889 shares of our
common stock, $0.04 par value, and warrants (the "2016 Private Offering Warrants") to purchase up to an additional 1,388,889 shares of our common stock at
an exercise price of $2.00 per share to various investors in a private offering (the "2016 Private Offering"). The proceeds from the 2016 Private Offering were
used to fund working capital.
During the six month period ended June 30, 2017, we received $3.4 million in cash, net of issuance costs, in additional equity by issuing 4,375,000
shares of our common stock, $0.04 par value, and warrants (the "2017 Private Offering Warrants") to purchase up to an additional 2,187,500 shares of our
common stock at an exercise price of $1.35 per share to various investors in a private offering (the "2017 Private Offering"). The 2017 Private Offering
Warrants are exercisable for a period of four years from the date of issuance but are not exercisable during the first six months after closing of the 2017 Private
Offering. The 2016 Private Offering Warrants were canceled as part of the 2017 Private Offering and replaced by the 2017 Private Offering Warrants. The
proceeds from the 2017 Private Offering were used to fund the Merger discussed in Note 3 to the condensed consolidated financial statements.
Merger Agreement
On May 11, 2017, we closed the transactions (the “Merger”) contemplated by the Agreement and Plan of Merger dated March 7, 2017 (the "Merger
Agreement") by and among the Company, Piper Merger Corp., Provant Health Solutions, LLC (“Provant”),
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and Wellness Holdings, LLC. Provant was the surviving entity in the Merger, as a result of which it became a wholly-owned subsidiary of the Company. See
below and in Note 3 to the condensed consolidated financial statements for further discussion.
Trading on OTCQX Best Market
On May 2, 2017, our common stock, par value $0.04 per share, began trading on OTCQX Best Market, after voluntarily delisting from the NYSE MKT
on May 1, 2017. We now trade under the symbol "HPHW" on OTCQX Best Market.
Liquidity
The accompanying financial statements have been prepared assuming that we will continue as a going concern (which contemplates the realization of
assets and discharge of liabilities in the normal course of business for the foreseeable future). The uncertainty regarding our ability to generate sufficient cash
flows and liquidity to fund operations raises substantial doubt about our ability to continue as a going concern within one year after issuance date of the
financial statements. The financial statements do not include any adjustments that might result from the outcome of this uncertainty. See Note 2 to the
condensed consolidated financial statements and within the Liquidity and Capital Resources below for further discussion.
Business Outlook
We believe there are significant growth opportunities for our screening and health and wellness services. During 2016, we expanded our capabilities
further to include administration of flu shots, cotinine testing, and other specialized testing and are exploring other offerings for delivery through our health
professional network. In late 2016, we also announced a new agreement with a predictive analytics company that has developed a decision support system to
help physicians reduce trial and error treatment in mental health. Under this agreement, our health professionals will deliver onsite or in-home
Electroencephalogram (EEG) tests, which data will be sent to the company’s decision support tool to enable physicians to provide more personalized care to
patients based on their brain waves.
Following the Merger with Provant, which creates the largest, publicly-traded, pure-play health and well-being company in the industry, we believe the
combination provides a personalized, one-stop programming experience for employers, and our channel and enterprise partners with proven outcomes
powered by sophisticated data collection and management.
The United States spends more on healthcare than any other country, with more than 80% of healthcare costs due to chronic conditions. With the focus
on health care cost management and the risk of reduced productivity in the workplace from health issues arising among the employee population, we believe
employers of all sizes will adopt health and wellness programs at an increasing rate. We expect the market for our services to grow over the next three to five
years, and we believe that we are well positioned to increase revenues from our screening and health and wellness services given our unique set of assets,
including our proprietary technology platform and our national network of health professionals. However, the success of our business will also depend in part
upon the success of our channel partners and their health and care management initiatives to employers.
A key corporate strength is our extensive network of health professionals, providing coverage in every zip code nationwide and allowing us to offer
screenings for smaller sites. We also have national agreements with retail clinics and local lab offices, and offer physician form and at-home-kit services,
providing our customers more robust, convenient options to maximize member participation with annual screenings. We also have logistical expertise in
staffing and supply chain capabilities that allow us to stock, calibrate, pack, and ship the materials our health professionals need to collect accurate health
information. This centralized fulfillment model allows us to deliver a reliable, consistent experience for our customers nationwide, regardless of location, as
well as consistent and reliable equipment to provide a strong degree of accuracy and quality.
We monitor our operational performance and are constantly refining metrics to improve operational performance. We believe our attention to the details
of a screening event, from the set-up, staffing, and post event follow-up, contributes to making our services efficient and effective.
We gained several new customers in 2016, both through our direct sales efforts and through our channel partners, including a large multi-year clinical
research study extension, and already have several new opportunities in 2017 in the contracting phase. Additionally, we expect the Merger with Provant to
increase our scale, improving gross margins due to combined revenues and operational synergies decreasing costs. As one of only a few pure-play publiclytraded health and wellness companies that offer a fully-integrated end-to-end solution to our customers, we believe we are positioned to capitalize on market
need in 2017 and beyond. While we expect our financial condition to improve after the Merger, Provant has a history of operating losses as well,
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and we will be incurring significant costs and additional debt for the transaction. See Part II, Item 1A, Risk Factors and Note 12 to the condensed
consolidated financial statements for further discussion.
Key Financial and Other Metrics Monitored by Management
In our periodic reports filed with the SEC, we provide certain financial information and metrics about our businesses, and information that our
management uses in evaluating our performance and financial condition. Our objective in providing this information is to help our shareholders and
investors generally understand our overall performance and assess the profitability of and prospects for our business.
We monitor the following key metrics related to our core health and wellness operations:
•
•
•
•
•
•
•

the number of health screenings completed;
the number of enrollments in health coaching services;
the number of subscribers to the wellness portal services;
the quality scores of our health professionals;
the aggregate of travel expenditures incurred by our health professionals;
budget to actual performance; and
Adjusted EBITDA.

Certain of the above-cited metrics are discussed in the comparative discussion and analysis of our results of operations that follows.
Adjusted EBITDA
The following table sets forth our reconciliation of Adjusted EBITDA for the three and six month periods ended June 30, 2017 and June 30, 2016:

(in thousands)

Three Months Ended
June 30,
2017
2016

Net loss
Plus:
Interest expense
Other debt related costs included in interest expense
Income tax expense
Depreciation and amortization
Share-based compensation expense
Severance costs
Stock payments in connection with debt amendments
Transaction costs
Transition costs
Lease settlements
Portamedic contingent liability
Write-off of SWK Warrant #2

$

Adjusted EBITDA

$

(restated)
(5,883)

$

346
347
12
874
124
210
—
1,595
31
31
—
—
(2,313)

(2,459)

Six Months Ended
June 30,
2017
2016
$

225
786
5
708
390
—
(100)
221
2
—
—
(887)
$

(1,109)

(restated)
(9,012)

$

565
896
17
1,497
162
210
—
2,277
29
49
—
—
$

(3,310)

(5,887)
438
1,362
10
1,409
470
—
50
329
54
—
150
(887)

$

(2,502)

We present Adjusted EBITDA as a supplemental measure of our performance. We define Adjusted EBITDA as net income (loss) plus (i) interest expense,
(ii) net income tax provision (benefit) and (iii) depreciation and amortization, as further adjusted to eliminate the impact of certain non-recurring items that
we do not consider indicative of our ongoing operating performance, as consistent with the definition of Adjusted EBITDA in our debt agreements discussed
in Note 8 to the condensed consolidated
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financial statements. You are encouraged to evaluate these adjustments and the reasons we consider them appropriate for supplemental analysis. In
evaluating Adjusted EBITDA, you should be aware that in the future we may incur expenses that are the same as or similar to some of the adjustments in this
presentation. Our presentation of Adjusted EBITDA should not be construed as an inference that our future results will be unaffected by unusual or nonrecurring items. Additionally, during the three month period ended June 30, 2017, we incurred approximately $1.0 million in net loss from Provant, as our
operations had not been integrated yet, thus affecting the comparability with 2016.
Adjusted EBITDA is a non-GAAP financial measure and should not be construed as an alternative to net earnings (loss) as an indicator of operating
performance or as an alternative to cash flow provided by operating activities as a measure of liquidity (as determined in accordance with GAAP). Adjusted
EBITDA may not be comparable to similarly titled measures reported by other companies. We have included Adjusted EBITDA because we believe it
provides management and investors with additional information to measure our performance and liquidity, estimate our value and evaluate our ability to
service debt.
Adjusted EBITDA has important limitations as an analytical tool, and you should not consider it in isolation, or as a substitute for analysis of our results
as reported under GAAP. For example, Adjusted EBITDA:
• does not reflect our capital expenditures, future requirements for capital expenditures or contractual commitments;
• does not reflect changes in, or cash requirements for, our working capital needs;
• does not reflect the cash requirements necessary to service interest or principal payments on our debt;
• excludes income tax payments that represent a reduction in cash available to us; and
• does not reflect any cash requirements for the assets being depreciated and amortized that may have to be replaced in the future.
Results of Operations
Comparative Discussion and Analysis of Results of Operations for the three and six month periods ended June 30, 2017 and 2016
Revenue - The table below sets forth our consolidated revenue for the periods indicated:
Three Months Ended June 30,
(dollars in thousands)

2017

Revenue

$

2016

8,883

$

Six Months Ended June 30,

% Change

7,643

16.2%

2017
$

2016

16,484

$

14,884

% Change
10.7%

Consolidated revenues for the three and six month periods ended June 30, 2017, increased 16.2% and 10.7%, respectively, from the prior year periods
primarily due to the addition of Provant revenue from the Merger ($1.9 million since the Merger date of May 11, 2017) and increased revenue from new longterm clinical study contracts, offset by reduction in volume from on-site screening and coaching services.
Cost of Operations - The table below sets forth our consolidated cost of operations for the periods indicated:
Three Months Ended June 30,
(dollars in thousands)
Cost of Operations

2017
$

7,206

% of Revenue
81.1%

2016
$

Six Months Ended June 30,
% of Revenue

5,878

76.9%

2017
$

13,115

% of
Revenue
79.6%

2016
$ 11,659

% of
Revenue
78.3%

Cost of operations, as a percentage of revenue, for the three and six month periods ended June 30, 2017, increased 4.2% and 1.3%, respectively, from
prior year periods primarily due to decrease in revenue with fixed costs as discussed above and decreased margin on combined coaching services as we are
working toward integrating Provant.
Selling, General and Administrative Expenses - The table below sets forth our consolidated SG&A expenses for the periods indicated:
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Three Months Ended June 30,
(dollars in thousands)

2017

2016

Six Months Ended June 30,

% Change

2017

(restated)
Selling, general and administrative expenses

$

5,281

2016

% Change

(restated)
$

3,724

41.8%

$

8,760

$

7,551

16.0%

SG&A expenses for the three and six month periods ended June 30, 2017, increased 41.8% and 16.0%, respectively, compared to the prior year periods
primarily due to the addition of Provant expenses from the Merger ($1.8 million since the Merger date of May 11, 2017) offset by our ongoing cost-saving
initiatives and Merger synergies, as discussed in Notes 3 and 9 to the condensed consolidated financial statements.
Transaction Costs
Transaction costs represent legal and professional fees incurred for non-recurring transactions. During the three and six month periods ended June 30,
2017, we incurred $1.6 million and $2.3 million, respectively, compared to the three and six month periods ended June 30, 2016, when we incurred $0.2
million and $0.3 million, respectively, of transaction costs with the increase from prior year periods due to costs incurred for the Merger.
Operating Loss from Continuing Operations
Our consolidated operating loss from continuing operations for the three month period ended June 30, 2017, was $5.2 million, compared to $2.2 million
in the prior year period. Our consolidated operating loss from continuing operations for the six month period ended June 30, 2017, was $7.7 million
compared to $4.7 million in the prior year period. Operating losses for the three and six month periods ended June 30, 2017, were driven by $1.6 million and
$2.3 million, respectively, of one-time transaction costs related to the Merger.
Interest Expense
Interest expense for the three month periods ended June 30, 2017 and 2016, was $0.7 million and $1.0 million, respectively. Interest expense for the six
month periods ended June 30, 2017 and 2016, was $1.5 million and $1.8 million, respectively. A detail of the components of interest expense is included in
Note 8 to the condensed consolidated financial statements.
Other Income
Other income for each of the three and six month periods ended June 30, 2016, was $0.9 million which is due to the elimination of SWK Warrant #2 (see
Note 9 to the condensed consolidated financial statements). There was no activity in other income during the three and six month periods ended June 30,
2017.
Gain (Loss) from Discontinued Operations
The gains from discontinued operations, net, of $0.02 million and $0.1 million, respectively, for the three and six month periods ended June 30, 2017,
were primarily due to the write-off of stale payables related to the former Portamedic business and the lease settlement agreement related to the discontinued
Hooper Holmes Services operations center. The losses from discontinued operations, net, of $0.2 million and $0.3 million, respectively, for the three and six
month periods ended June 30, 2016, were primarily due to expenses of $0.15 million for a contingent liability related to the Portamedic service line.
Discontinued operations represent the net results of operations and adjustments during the periods presented for the Heritage Labs, Hooper Holmes Services,
and Portamedic businesses.
Net Loss
Net loss for the three month period ended June 30, 2017, was $5.9 million, or $0.28 per share on both a basic and diluted basis, as compared to a net loss
of $2.5 million, or $0.29 per share on both a basic and diluted basis for the three month period ended June 30, 2016. Net loss for the six month period ended
June 30, 2017, was $9.0 million, or $0.56 per share on both a basic and diluted basis, as compared to a net loss of $5.9 million, or $0.71 per share on both a
basic and diluted basis for the six month period ended June 30, 2016.
Liquidity and Capital Resources
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Our primary sources of liquidity are cash and cash equivalents as well as availability under a Credit and Security Agreement (the "2016 Credit and
Security Agreement") with SCM Specialty Finance Opportunities Fund, L.P. ("SCM"), as amended through the Omnibus Joinder to Loan Documents and
Third Amendment to Credit and Security Agreement and Limited Waiver dated as of May 11, 2017 (the “Third Amendment”). In addition, the Amended and
Restated Credit Agreement dated as of May 11, 2017 (the “A&R Credit Agreement”) between the Company and SWK Funding, LLC (“SWK”) provides both
a term loan of $6.5 million (the “Term Loan”) and a $2.0 million revolving credit facility (the “Seasonal Facility”) that we can use between June 1 and
November 30, for both 2017 and 2018.
We have historically used availability under a revolving credit facility to fund operations due to a lag between the payment of certain operating
expenses and the subsequent billing and collection of the associated revenue based on customer payment terms. To illustrate, in order to conduct successful
screenings, we must expend cash to deliver the equipment and supplies required for the screenings. We must also expend cash to pay the health professionals
and site management conducting the screenings. All of these expenditures are incurred in advance of the customer invoicing process and ultimate cash
receipts for services performed. Given the seasonal nature of our operations, management expects to continue using a revolving credit facility in 2017 and
beyond.
Going Concern
In accordance with ASC 205-40, the following information reflects the results of management’s assessment of our ability to continue as a going concern.
Principal conditions or events that require management's consideration
Following are conditions and events which require management's consideration:
•

We had a working capital deficit of $13.5 million with $1.3 million in cash and cash equivalents at June 30, 2017. We had $7.4 million of payables
at June 30, 2017 that were past due-date terms. We are working with our vendors to facilitate revised payment terms; however, we have had certain
vendors who have threatened to terminate services due to aged outstanding payables and in order to accelerate invoice payments. If services were
terminated and we weren't able to find alternative sources of supply, this could have a material adverse impact on our business.

•

Our net cash used in operating activities during the six month period ended June 30, 2017, was $6.7 million, and current projections indicate that we
will have continued negative cash flows for the foreseeable future.

•

We incurred a loss from continuing operations of $9.1 million for the six month period ended June 30, 2017; however, this includes $2.3 million of
one-time transaction costs related to the Merger. Current projections indicate that we will have continued recurring losses for the foreseeable future.

•

We had $4.5 million of outstanding borrowings under the 2016 Credit and Security Agreement with SCM, borrowing the maximum available
amount under the borrowing capacity. As of August 10, 2017, we had $3.4 million of outstanding borrowings and $0.9 million of unused borrowing
capacity. Any borrowings on the unused borrowing capacity are at the discretion of SCM.

•

We owed $6.5 million at June 30, 2017, under the Term Loan with SWK, which was used to fund the Merger. In addition, we owed $2.0 million to
SWK for the Seasonal Facility and $2.1 million to Century (as defined in Note 8 to the condensed consolidated financial statements) for the
Subordinated Promissory Note issued in connection with the Merger.

•

On August 8, 2017, we entered into a First Amendment to the A&R Credit Agreement (the “First Amendment”) that provides for an additional $2.0
million term loan (the “August 2017 Term Loan”) to provide additional liquidity to strengthen our entrance into busy season. We are required to
repay the August 2017 Term Loan by February 1, 2018, but plan to repay it by November 30, 2017. In consideration for the First Amendment, we
issued a new warrant (the “August Warrant”) for SWK to purchase up to 450,000 shares of our common stock for a strike price of $0.80 per share, paid
a fee of $0.03 million, and will pay an exit fee of $0.14 million if the August 2017 Term Loan is repaid by November 30, 2017, or $0.28 million if it
is repaid later.

•

The debt agreements with SCM and SWK described above contain certain financial covenants, including various affirmative and negative covenants
including minimum aggregate revenue, adjusted EBITDA, and consolidated unencumbered liquid assets requirements, which we did comply with as
o f June 30, 2017. Current projections indicate that we will continue to be able to meet the revised debt covenants outlined in Note 8 to the
condensed consolidated
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financial statements. Noncompliance with these covenants would constitute an event of default. If we are unable to comply with financial covenants
in the future and cannot modify the covenants, find new or additional lenders, or raise additional equity, SCM reserves the right to terminate access
to the unused borrowing capacity under the 2016 Credit and Security Agreement, while SCM and SWK reserve the right to accelerate the repayment
of all amounts outstanding and exercise remedies with respect to collateral, which would have a material adverse impact on our business.
Additionally, the negative covenants set forth in the debt agreements with SCM and SWK prohibit us from incurring additional debt of any kind
without prior approval from the lenders. For additional information regarding the 2016 Credit and Security Agreement, the A&R Credit Agreement,
and the related covenants, refer to Note 8 to the condensed consolidated financial statements.
•

We have contractual obligations related to operating leases for our two major locations in Olathe, KS and East Greenwich, RI, capital leases obtained
in the Merger and employment contracts which could adversely affect liquidity. Refer to Note 9 to the condensed consolidated financial statements.

Management's plans
We expect to continue to monitor our liquidity carefully, work to reduce this uncertainty, and address our cash needs through a combination of one or
more of the following actions:
•

On May 11, 2017, we closed the Merger with Provant pursuant to the Merger Agreement. In conjunction with the Merger, new debt agreements were
signed which reset all of the debt covenants, and we anticipate being able to meet the revised covenants. We expect the Merger to increase the scale
of our Company, improving gross margins due to combined revenues and combined operations which will produce operational synergies by
reducing fixed costs. We expect to achieve $7.0 million in synergy savings on an annual basis of which $2.8 million is expected to be realized in
2017 with the remainder realized in 2018. While we expect our financial condition to improve after the Merger, Provant has a history of operating
losses as well, and we have incurred significant costs and additional debt for the transaction and will continue to incur transition costs to integrate
the two companies.

•

We will continue to seek additional equity investments. During the six month period ended June 30, 2017, we were able to raise $3.4 million of
additional equity through the issuance of common stock and warrants, net of issuance costs.

•

As discussed in Note 9 to the condensed consolidated financial statements, we reached settlement agreements for the remaining lease obligations
owed under three operating leases for spaces we no longer utilize. The terms of the three lease settlements reduce our obligation by approximately
$0.7 million compared to the original stated lease terms.

•

We have been able to obtain more favorable payment terms with some of our vendors and will continue to pursue revised terms, based on the new
consolidated company model after the Merger. We had several of the same vendors as Provant and have been able to work with them on a combined
basis to come up with more favorable terms going forward which will improve liquidity.

•

We will continue to aggressively seek new and return business from our existing customers and expand our presence in the health and wellness
marketplace.

•

We will continue to analyze and implement further cost reduction initiatives and efficiency improvements (see Note 9 to the condensed consolidated
financial statements).

Management's assessment and conclusion
In light of our recent history of liquidity challenges, we have evaluated our plans described above to determine the likelihood that they will be
effectively implemented and, if so, the likelihood that they will alleviate or mitigate the conditions and events that raise substantial doubt about our ability
to continue as a going concern. Successful implementation of our plans involves both our own efforts and factors that are outside our control, such as our
ability to attract and retain new and existing customers and to negotiate suitable terms with vendors and financing sources. As a result, we can give no
assurance that our plans will be effectively implemented in such a way that they will sufficiently alleviate or mitigate the conditions and events noted above,
which results in substantial doubt about our ability to continue as a going concern within one year after the date that our financial statements are issued.
The condensed consolidated financial statements have been prepared assuming that we will continue as a going concern and do not include any
adjustments that might result from the outcome of this uncertainty.
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Cash Flows from Operating, Investing and Financing Activities
We believe that as a result of our continued focus on cost reduction initiatives, efficiency improvements, and the Merger, cash flow from operations will
improve. We reduced our corporate fixed cost structure in 2016 and are continuing to evaluate professional fees and other expenses in the future. We have
ongoing initiatives to increase the flexibility of our cost structure to improve our scalability with changes in screening volumes.
Cash Flows used in Operating Activities
For the six month period ended June 30, 2017, net cash used in operating activities was $6.7 million, compared to $4.8 million in the prior year period.
The net cash used in operating activities for the six month period ended June 30, 2017, reflects a net loss of $9.0 million, which was offset by non-cash
charges of $2.8 million in depreciation and amortization expense, other debt related costs included in interest expense, share-based compensation expense,
and issuance of warrants in connection with the Merger. Changes in working capital included an increase in accounts receivable of $0.1 million and an
increase in accounts payable, accrued expenses, and other liabilities of $1.3 million.
Our consolidated days sales outstanding ("DSO"), measured on a rolling 90-day basis, was 62.9 days at June 30, 2017, compared to 37.4 days at
December 31, 2016, and 54.5 days at June 30, 2016, with the change from year end due to timing of large customer receipts. As mentioned above, we
experience a timing difference between the operating expense and cash collection of the associated revenue based on customer payment terms. Historically,
our accounts receivable balances and our DSO are near their highest point in September and their lowest point in December as many of our customers utilize
the remainder of their operating budgets before their year-end budget close-out.
Cash Flows used in Investing Activities
We used $0.1 million and $0.2 million, respectively, for the six month periods ended June 30, 2017 and 2016, for capital expenditures and received $1.9
million of cash in the Merger with Provant.
Cash Flows provided by Financing Activities
For the six month period ended June 30, 2017, net cash provided by financing activities was $4.3 million, compared to $3.1 million in the prior year
period.
For the six month periods ended June 30, 2017 and 2016, we received $3.4 million and $4.6 million, net of issuance costs, respectively, in connection
with the additional equity raised as noted above, in addition to net borrowings under the credit facility of $0.8 million for the six month period ended
June 30, 2017, offset by the payoff of Provant's revolving credit facility in connection with the Merger of $4.7 million. For the six month period ended
June 30, 2017, we received $2.8 million in proceeds from the A&R Agreement and $2.0 million in proceeds from the Seasonal Facility. For the six month
period ended June 30, 2016, the equity raise was partially offset by the net borrowings under the credit facility of $0.5 million and the principal payment on
the Term Loan of $1.0 million.
Off-Balance Sheet Arrangements
We do not have any off-balance sheet arrangements that have or are reasonably likely to have a current or future effect on our consolidated financial
condition, results of operations, liquidity, capital expenditures or capital resources that are material to investors.
Dividends
No dividends were paid during the six month periods ended June 30, 2017 and 2016. We are precluded from declaring or making any dividend payments
or other distributions of assets with respect to any class of our equity securities under the terms of our 2016 Credit and Security Agreement and our Credit
Agreement, each as described in Note 8 to the unaudited condensed consolidated financial statements.
Contractual Obligations
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There have been no material changes from the contractual obligations previously disclosed in our 2016 Annual Report on Form 10-K.
Critical Accounting Policies
There have been no material changes from the critical accounting policies previously disclosed in our 2016 Annual Report on Form 10-K.
ITEM 3

Quantitative and Qualitative Disclosures About Market Risk

Not required for smaller reporting companies.
ITEM 4

Controls and Procedures

(a) Evaluation of Disclosure Controls and Procedures
The Company's Chief Executive Officer and Chief Financial Officer, with the assistance of our disclosure committee, have conducted an evaluation of
the effectiveness of the Company's disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) as of June 30,
2017. The Company's disclosure controls and procedures are designed to ensure that information required to be disclosed in the reports the Company files
under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC's rules and forms and that such
information is accumulated and communicated to the Company's management, including the Company's Chief Executive Officer and Chief Financial Officer,
to allow for timely decisions regarding required disclosures. In designing and evaluating our disclosure controls and procedures, management recognized
that disclosure controls and procedures, no matter how well conceived and operated, can provide only reasonable, not absolute, assurance that the objectives
of the disclosure controls and procedures are met. Our disclosure controls and procedures have been designed to meet reasonable assurance standards.
Additionally, in designing disclosure controls and procedures, our management necessarily was required to apply its judgment in evaluating the cost-benefit
relationship of possible disclosure controls and procedures. The design of any disclosure controls and procedures also is based in part upon certain
assumptions about the likelihood of future events, and there can be no assurance that any design will succeed in achieving its stated goals under all potential
future conditions. Based on this evaluation, the Company's Chief Executive Officer and Chief Financial Officer have concluded that, as of June 30, 2017, the
Company's disclosure controls and procedures were not effective as a result of material weaknesses in the Company’s internal control over financial reporting
and the ineffective design and operation of internal controls related to the accounting for non-routine transactions.
The Company is in the process of improving its policies and procedures relating to the recognition and measurement of non-routine transactions and
designing more effective controls to remediate the material weaknesses described above. Management plans to enhance its controls by supplementing with
additional resources as necessary, enhancing the design and documentation of management review controls, and improving the documentation of internal
control procedures.
Notwithstanding these material weaknesses in financial reporting and accounting for non-routine transactions, management has concluded that the
condensed consolidated financial statements included in the Quarterly Report on Form 10-Q present fairly, in all material respects, the consolidated financial
position of the Company at June 30, 2017, and December 31, 2016, and the consolidated results of operations and cash flows for each of the three and six
month periods ended June 30, 2017 and 2016, in conformity with U.S. generally accepted accounting principles.
(b) Changes in Internal Control over Financial Reporting
As discussed in Note 3 to the condensed consolidated financial statements, the Company consummated the Merger with Provant on May 11, 2017. The
Company is assessing the full financial reporting impact of this transaction. Except for any changes in internal controls related to the integration of the
Merger, there has been no change in our internal control over financial reporting during the quarter ended June 30, 2017, which has materially affected, or is
reasonably likely to affect, our internal control over financial reporting.

PART II - Other Information
ITEM 1

Legal Proceedings
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The Company, in the normal course of business, is a party to various claims and other legal proceedings. In the opinion of management, the Company
has legal defenses and/or insurance coverage (subject to deductibles) with respect to all of its pending legal actions. If management believes that a material
loss not covered by insurance arising from these actions is probable and can reasonably be estimated, the Company may record the amount of the estimated
loss or, if a loss cannot be estimated but the minimum liability may be estimated using a range and no point is more probable than another, the Company may
record the minimum estimated liability. As additional information becomes available, any potential liability related to these actions is assessed and the
estimates are revised, if necessary. Management believes that the ultimate outcome of all pending legal actions, individually and in the aggregate, will not
have a material adverse effect on the Company's financial position that is inconsistent with its loss reserves or on its overall trends in results of operations.
However, litigation and claims are subject to inherent uncertainties and unfavorable outcomes can occur that exceed any amounts reserved for such losses. If
an unfavorable outcome were to occur, there exists the possibility of a material adverse impact on the results of operations in the period in which the outcome
occurs or in future periods.
ITEM 1A

Risk Factors

Readers should carefully consider, in connection with the other information in this Report, the risk factors disclosed in Part
I, Item 1A. "Risk Factors" in our 2016 Annual Report on Form 10-K. There have been no material changes from the risk factors previously disclosed in Part I,
Item 1A of our 2016 Annual Report on Form 10-K, except as noted below.
We incurred additional indebtedness in connection with our merger with Provant, and such increased indebtedness could adversely affect our business,
cash flows and results of operations and did result in additional dilution to our stockholders.
In order to fund the Merger, we entered into the Amended and Restated Credit Agreement (the "A&R Credit Agreement") as of May 11, 2017, with SWK
which increases the Term Loan balance from $3.7 million to $6.5 million to partially fund the Merger with Provant and pay certain fees and expenses related
to the Merger. The A&R Credit Agreement also includes a revolving seasonal credit facility (the “Seasonal Facility”) pursuant to which we are able to borrow
up to $2.0 million between June 1 and November 30, 2017 and 2018. Additionally, we entered into the Omnibus Joinder to Loan Documents and Third
Amendment to Credit and Security Agreement (the “Third Amendment”) as of May 11, 2017, with SCM which expanded our revolving credit facility from
$7.0 million to $10.0 million with an accordion to $15.0 million during high-volume months. As a result, we have indebtedness that is substantially greater
than our indebtedness prior to the Merger. This higher level of indebtedness may:
•
•
•
•

require us to dedicate a greater percentage of our cash flow from operations to payments on our debt, thereby reducing the availability of cash flow
to fund capital expenditures, pursue other investments, and use for general corporate purposes;
increase our vulnerability to adverse economic and industry conditions, including increases in interest rates on our borrowings that bear interest at
variable rates or when such indebtedness is being refinanced;
limit our ability to obtain additional financing; and
limit our flexibility in planning for, or reacting to, changes in or challenges related to our business and industry, creating competitive disadvantages
compared to other competitors with lower debt levels and borrowing costs.

We cannot assure you that cash flows from operations, combined with any additional borrowings available to us, will be obtainable in an amount
sufficient to enable us to repay our indebtedness, or to fund our other liquidity needs.
We may be unable to successfully merge operations with Provant, which could adversely affect our business, financial
condition and results of operations.
On May 11, 2017, we completed the Merger with Provant. The Merger of these businesses is subject to a number of uncertainties and no assurance can be
given that the anticipated benefits of any merger or acquisition will be realized, or if realized, the timing of realization. Some risks associated with the Merger
of these two businesses include:
•
•
•
•
•
•
•

Provant has a history of operating losses and negative cash flows;
diversion of management attention from operations;
ability to retain the clients of the merged businesses;
the inability to retain the desirable management, key personnel and other employees of the merged businesses;
ability to fully realize the desired synergies, efficiencies and economies of scale;
ability to establish, implement or police the acquired business's adherence to our existing standards, controls, procedures and policies;
exposure to client, employee and other legal claims for activities of the acquired business prior to acquisition;
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•
•
•

difficulty in managing geographically separated organizations, systems and facilities;
accounting, regulatory or compliance issues that could arise, including internal control over financial reporting; and
unforeseen obstacles and costs in the integration process.

In addition, any acquired business could perform significantly worse than expected. Any difficulties encountered in integrating Provant could have a
material adverse effect on our business, financial condition and results of operations.
Our shareholders may not realize a benefit from the Merger commensurate with the ownership dilution they will experience in connection with the Merger.
If we are unable to realize the full strategic and financial benefits currently anticipated from the Merger, our shareholders will have experienced
substantial dilution of their share ownership without receiving any commensurate benefit, or only receiving part of the commensurate benefit to the extent we
are able to realize only part of the strategic and financial benefits currently anticipated from the Merger.
The market price of our common stock may be volatile and may decline following the Merger.
The market price of our common stock following the Merger could be subject to significant fluctuations following the Merger. Some of the factors that
may cause the market price of our common stock to fluctuate include:
•
•
•
•
•
•
•
•
•

investors may react negatively to the prospects of the combined organization’s business and prospects from the Merger;
the effect of the Merger on the combined organization’s business and prospects may not be consistent with the expectations of financial or industry
analysts, or analysts may change their estimates or recommendations;
industry-specific or general economic conditions may affect the combined organization, including a slowdown in the health and wellness industry
or the general economy;
performance of third parties on whom the combined organization may rely, including suppliers and independent contractors;
the entry into, modification or termination of, key agreements, including key customer or commercial partner agreements;
the initiation of, material developments in or conclusion of litigation related to the combined organization;
competition from existing technologies, products or services, or new technologies, products or services that may emerge;
the low trading volume and the high proportion of shares held by affiliates; and
period-to-period fluctuations in the combined organization’s financial results.

Moreover, the stock markets in general have experienced substantial volatility that has often been unrelated to the operating performance of individual
companies. These broad market fluctuations may also adversely affect the trading price of our common stock.
In the past, following periods of volatility in the market price of a company’s securities, shareholders have often instituted class action securities
litigation against those companies. Such litigation, if instituted, could result in substantial costs and diversion of management attention and resources, which
could significantly harm the combined organization’s profitability and reputation.
We are not restricted from issuing additional common shares, including any securities that are convertible into or exchangeable for, or that represent the
right to receive, common shares, as well as any common shares that may be issued pursuant to our executive compensation plans. The market price of our
common shares could decline as a result of the issuance or sale of our common shares after the Merger or the perception that such issuances or sales could
occur.
The ownership of the our common stock after the Merger will be initially highly concentrated, and may result in perceived conflicts of interest that could
cause our stock price to decline.
Following completion of the Merger, our executive officers and directors and their affiliates are beneficially own approximately 52% of the outstanding
shares of our common stock, including shares beneficially owned by a director whose holdings include most of the shares beneficially owned by former
Provant equity holders. The former Provant equity holders beneficially owned approximately 48% of our outstanding common stock. Accordingly, these
executive officers, directors and their affiliates, acting as a group, will have substantial influence over the outcome of corporate actions requiring shareholder
approval, including the election of directors, any merger, consolidation or sale of all or substantially all of our assets or any other significant corporate
transactions. These shareholders may also delay or prevent a change of control of our company, even if such a change of control would benefit our other
shareholders. The rights of the former Provant equity holders are subject to the Voting and Standstill Agreement entered into in connection with the closing
of the Merger. The significant concentration of stock ownership may adversely affect the trading price of our common stock due to investors’ perception that
conflicts of interest may exist or arise.
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Trading on the OTCQX tier of the OTC Markets may be volatile and sporadic, which could depress the market price of our common stock and make it
difficult for our stockholders to resell their shares.
Since May 2, 2017, our common stock has been quoted on the OTCQX tier of the electronic quotation system operated by OTC Markets. Trading in
stock quoted on the OTC Markets is often thin and characterized by wide fluctuations in trading prices, due to many factors that may have little to do with
our operations or business prospects. This volatility could depress the market price of our common stock for reasons unrelated to operating performance.
Moreover, the OTC Markets is not a stock exchange, and trading of securities on the OTC Markets is often more sporadic than the trading of securities listed
on a quotation system like NASDAQ or a stock exchange like the NYSE MKT. Accordingly, shareholders may have difficulty reselling any of their shares
and the lack of liquidity may negatively impact our ability to pursue strategic alternatives.
ITEM 2

Unregistered Sales of Equity Securities and Use of Proceeds

Share Issuances
We did not issue any shares of our common stock during the three and six month periods ended June 30, 2017, in transactions not registered under the
Securities Act of 1933, except as previously reported in our Current Reports on Form 8-K.
Share Repurchases
We did not purchase any shares of our common stock during the three and six month periods ended June 30, 2017.
ITEM 3

Defaults Upon Senior Securities

None.
ITEM 4

Mine Safety Disclosure

None.
ITEM 5

Other Information

On August 8, 2017, the Company entered into a First Amendment to the A&R Credit Agreement (the “First Amendment”) that provides for an additional
$2.0 million term loan (the “August 2017 Term Loan”). The Company is required to repay the August 2017 Term Loan by February 1, 2018. The August
2017 Term Loan bears interest at an adjustable rate per annum equal to the LIBOR Rate plus twelve-and-a-half percent (12.5%) and is due and payable
monthly commencing in August 2017. In consideration for the First Amendment, the Company issued a new warrant (the “August Warrant”) for SWK to
purchase up to 450,000 shares of the Company’s common stock for a strike price of $0.80 per share, paid a fee of $0.03 million, and will pay an exit fee of
$0.14 million if the August 2017 Term Loan is repaid by November 30, 2017, or $0.28 million if it is repaid later. The August Warrant is exercisable for a
period seven years.
The August 2017 Term Loan is in addition to the $2.0 million seasonal revolving credit facility ("Seasonal Facility") that is also outstanding under the
A&R Credit Agreement. The Seasonal Facility is guaranteed by Century Focused Fund III, LP (“Century”). The First Amendment provides that payments of
principal would be applied first to the Seasonal Facility until it's repaid in full and then would go towards the August 2017 Term Loan.
The warrant is being issued by the Company in reliance on an exemption from registration pursuant to Section 4(a)(2) of the Securities Act and Rule 506
thereunder. The preceding summary does not purport to be complete and is qualified in its entirety by reference to the First Amendment to Amended and
Restated Credit Agreement and Warrant, which are filed as Exhibits 4.6 and 10.12 in this Report, respectively.
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ITEM 6

Exhibits

Exhibit No.

Description of Exhibit

2.1

Agreement and Plan of Merger dated as of March 7, 2017, by and among Hooper Holmes, Inc., Piper Merger Corp., Provant Health
Solutions, LLC and Wellness Holdings, LLC (incorporated by reference from the Company’s Current Report on Form 8-K, Exhibit 2.1,
filed with the SEC on March 8, 2017).
Waiver and Consent dated as of April 19, 2017, by and among Hooper Holmes, Inc., Piper Merger Corp., Provant Health Solutions, LLC
and Wellness Holdings, LLC (incorporated by reference from the Company’s Current Report on Form 8-K, Exhibit 2.2, filed with the SEC
on April 20, 2017).
Second Amended and Restated Closing Date Warrant dated May 11, 2017, issued by Hooper Holmes, Inc. to SWK Funding LLC
(incorporated by reference from the Company’s Current Report on Form 8-K, Exhibit 4.1, filed with the SEC on May 12, 2017).
Common Stock Purchase Warrant dated May 11, 2017, issued by Hooper Holmes, Inc. to WH-HH Blocker, Inc. (incorporated by reference
from the Company’s Current Report on Form 8-K, Exhibit 4.2, filed with the SEC on May 12, 2017).
Common Stock Purchase Warrant dated May 11, 2017, issued by Hooper Holmes, Inc. to WH-HH Holdings, LLC (incorporated by
reference from the Company’s Current Report on Form 8-K, Exhibit 4.3, filed with the SEC on May 12, 2017).
Common Stock Purchase Warrant dated May 9, 2017, issued by Hooper Holmes, Inc. to Ronald Aprahamian (incorporated by reference
from the Company’s Current Report on Form 8-K, Exhibit 4.4, filed with the SEC on May 12, 2017).
Form of Common Stock Purchase Warrant issued to the Purchasers (Incorporated by reference to Exhibit 4.1 of the Company’s Current
Report on Form 8-K dated May 31, 2017.
Warrant dated August 8, 2017, issued by Hooper Holmes, Inc. to SWK Funding LLC (incorporated by reference from the Company's
Quarterly Report on Form 10-Q, Exhibit 4.6, filed with the SEC on August 14, 2017).
Amended and Restated Credit Agreement dated May 11, 2017, among Hooper Holmes, Inc., SWK Funding LLC and the other parties
thereto (incorporated by reference from the Company’s Current Report on Form 8-K, Exhibit 10.1, filed with the SEC on May 12, 2017).
Limited Guarantee Agreement dated May 11, 2017, among SWK Funding LLC, Century Focused Fund III, LP and Hooper Holmes, Inc.
(incorporated by reference from the Company’s Current Report on Form 8-K, Exhibit 10.2, filed with the SEC on May 12, 2017).
Credit Agreement Side Letter dated May 11, 2017, between Hooper Holmes, Inc. and Century Focused Fund III, LP (incorporated by
reference from the Company’s Current Report on Form 8-K, Exhibit 10.3, filed with the SEC on May 12, 2017)..
Omnibus Joinder to Loan Documents and Third Amendment to Credit and Security Agreement dated May 11, 2017, among Hooper
Holmes, Inc., SCM Specialty Finance Opportunities Fund, L.P. and the other parties thereto (incorporated by reference from the
Company’s Current Report on Form 8-K, Exhibit 10.4, filed with the SEC on May 12, 2017).
Securities Purchase Agreement dated May 11, 2017, between Hooper Holmes, Inc. and WH-HH Holdings, LLC (incorporated by reference
from the Company’s Current Report on Form 8-K, Exhibit 10.5, filed with the SEC on May 12, 2017).
Securities Purchase Agreement dated May 9, 2017, between Hooper Holmes, Inc. and Ronald Aprahamian (incorporated by reference from
the Company’s Current Report on Form 8-K, Exhibit 10.6, filed with the SEC on May 12, 2017).
Voting and Standstill Agreement dated May 11, 2017, between Hooper Holmes, Inc. and Century Focused Fund III, LP (and joined by
WH-HH Holdings, LLC) (incorporated by reference from the Company’s Current Report on Form 8-K, Exhibit 10.7, filed with the SEC on
May 12, 2017).
Subordinated Promissory Note dated May 11, 2017, made by Provant Health Solutions, LLC in favor of Century Focused Fund III, LP
(incorporated by reference from the Company’s Current Report on Form 8-K, Exhibit 10.8, filed with the SEC on May 12, 2017).
Option Award Agreement dated May 11, 2017, between Hooper Holmes, Inc. and Henry Dubois (incorporated by reference from the
Company’s Current Report on Form 8-K, Exhibit 10.9, filed with the SEC on May 12, 2017).
Option Award Agreement dated May 11, 2017, between Hooper Holmes, Inc. and Steven Balthazor (incorporated by reference from the
Company’s Current Report on Form 8-K, Exhibit 10.10, filed with the SEC on May 12, 2017).

2.2

4.1
4.2
4.3
4.4
4.5
4.6
10.1
10.2
10.3
10.4

10.5
10.6
10.7

10.8
10.9
10.10
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10.11

Form of Securities Purchase Agreement between the Company and the Purchasers (Incorporated by reference to Exhibit 10.1 of the
Company’s Current Report on Form 8-K dated May 31, 2017).

10.12

First Amendment to Amended and Restated Credit Agreement dated August 8, 2017, among Hooper Holmes, Inc., SWK Funding LLC and
the other parties thereto (incorporated by reference from the Company's Quarterly Report on Form 10-Q, Exhibit 10.12, filed with the SEC
on August 14, 2017).
Certification of Chief Executive Officer pursuant to Rule 13a-14(a) under the Securities Exchange Act of 1934.*
Certification of Chief Financial Officer pursuant to Rule 13a-14(a) under the Securities Exchange Act of 1934.*
Certification of Chief Executive Officer pursuant to Rule 13a-14(b) under the Securities Exchange Act of 1934 and 18 U.S.C. Section
1350.*
Certification of Chief Financial Officer pursuant to Rule 13a-14(b) under the Securities Exchange Act of 1934 and 18 U.S.C. Section
1350.*
XBRL Instance Document*
XBRL Taxonomy Extension Schema Document*
XBRL Taxonomy Extension Calculation Linkbase Document*
XBRL Taxonomy Extension Label Linkbase Document*
XBRL Taxonomy Extension Label Linkbase Document*
XBRL Taxonomy Extension Presentation Linkbase Document*

31.1
31.2
32.1
32.2
101.INS
101.SCH
101.CAL
101.DEF
101.LAB
101.PRE
* Filed herewith.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this Report to be signed on its behalf by the undersigned
thereunto duly authorized.
Hooper Holmes, Inc.
Dated: April 16, 2018
By: /s/ Henry E. Dubois
Henry E. Dubois
Chief Executive Officer
(Principal Executive Officer)

By: /s/ Kevin Johnson
Kevin Johnson
Chief Financial Officer
(Principal Financial and Accounting Officer)
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EXHIBIT 31.1 CERTIFICATIONS
I, Henry E. Dubois, certify that:
1. I have reviewed this quarterly report on Form 10-Q/A of Hooper Holmes, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;
(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal
quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant's internal control over financial reporting; and
5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's Board of Directors (or persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant's ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over
financial reporting.
April 16, 2018
/s/ Henry E. Dubois
--------------------------------------------Henry E. Dubois
Chief Executive Officer

EXHIBIT 31.2

CERTIFICATIONS

I, Kevin Johnson, certify that:
1. I have reviewed this quarterly report on Form 10-Q/A of Hooper Holmes, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;
(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal
quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant's internal control over financial reporting; and
5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's Board of Directors (or persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant's ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over
financial reporting.
April 16, 2018
/s/ Kevin Johnson
--------------------------------------------Kevin Johnson
Chief Financial and Accounting Officer

EXHIBIT 32.1

CERTIFICATIONS
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Henry E. Dubois, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that, to the best of my knowledge, the Quarterly Report of Hooper Holmes, Inc., on Form 10-Q/A for the quarter ended June 30,
2017, fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that the information contained in such
Quarterly Report on Form 10-Q/A fairly presents, in all material respects, the financial condition and results of operations of Hooper Holmes, Inc.
Dated: April 16, 2018

/s/ Henry E. Dubois
_____________________
Henry E. Dubois
Chief Executive Officer
This certification shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934 (the “Exchange Act”) or otherwise subject to
the liability of Section 18 of the Exchange Act. Such certification shall not be deemed to be incorporated by reference into any filing under the Securities Act
of 1933 or the Exchange Act, except to the extent that the Company specifically incorporates it by reference.
A signed original of this written statement required by Section 906 has been provided to Hooper Holmes, Inc. and will be retained by Hooper Holmes, Inc.
and furnished to the Securities and Exchange Commission or its staff upon request.

EXHIBIT 32.2

CERTIFICATIONS
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Kevin Johnson, Chief Financial and Accounting Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, that, to the best of my knowledge, the Quarterly Report of Hooper Holmes, Inc., on Form 10-Q/A for the
quarter ended June 30, 2017, fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that the information
contained in such Quarterly Report on Form 10-Q/A fairly presents, in all material respects, the financial condition and results of operations of Hooper
Holmes, Inc.
Dated: April 16, 2018

/s/ Kevin Johnson
__________________________
Kevin Johnson
Chief Financial and Accounting Officer
This certification shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934 (the “Exchange Act”) or otherwise subject to
the liability of Section 18 of the Exchange Act. Such certification shall not be deemed to be incorporated by reference into any filing under the Securities Act
of 1933 or the Exchange Act, except to the extent that the Company specifically incorporates it by reference.
A signed original of this written statement required by Section 906 has been provided to Hooper Holmes, Inc. and will be retained by Hooper Holmes, Inc.
and furnished to the Securities and Exchange Commission or its staff upon request.

