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Health Management Systems, Inc. (HMS) Proposal Dated June 10, 2015 
 (Name of Company) 
 
In Response to the Procuring Agencies Request for Proposals entitled Dependent Eligibility Audit 
Services #DEAS-2015-1. 
 

 Offeror asserts that the information noted in the table below constitutes proprietary and/or trade 
secret information and desires that such information not be disclosed if requested pursuant to the 
New York State Freedom of Information Law, Article 6 of the Public Officers Law.  

 
□ Offeror makes NO assertion that any information in its Proposal, in whole or in part, should be 

protected from FOIL disclosure. 
 

Administrative Section: 

Requested Redaction 
Page #’s and Proposal 

Sections or 
Exhibit/Attachment # 

Description Offeror Rationale for Proposed Redaction 

Exhibit I.O, MWBE 
Utilization Plan (Form 
WMBE 100) 

WBE Utilization 
Plan (HMS 
Subcontractor)) 

The value of the specific information/record to the Offeror and to its competitors. Confidential 
partnership information and disclosure of it could provide material information relevant to our 
proprietary solution.  

  

 

 F. Financial Statement, 
attachments 

HMS Financial 
Information 

The value of the specific information/record to 
the Offeror and to its competitors. 

 
D. Key Subcontractors, 
Pages. 1-2 

HMS Offering Whether the item of information is known by  

anyone outside the Offeror's business or  

organization; Confidential partnership information  

and disclosure of it could provide material  

information relevant to our proprietary solution.  

  

 
Exhibit I.U.1 Key 
Subcontractors 

HMS Offering Whether the item of information is known by  
anyone outside the Offeror's business or  
organization; Confidential partnership 
 information and disclosure of it could provide 
 material information relevant to our proprietary 
 solution.  

  

 
Insert rows above as necessary 

Technical Section: 

Requested Redaction 
Page #’s and Proposal 

Sections or 
Exhibit/Attachment # 

Description Offeror Rationale for Proposed Redaction 

A.1 Project Team, Page 9 HMS Project 
Team Details 

The ease or difficulty with which the information 
could be properly acquired or duplicated (not 
merely copied) for use by others. 
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A.2 Project 
Implementation, Pages 1-
6 

HMS 
Implementation 
Process and 
Methods 

The value of the specific information/record to 
the Offeror and to its competitors. 

 

A.3 Electronic Transfer of 
Data, Pages 5-6 

HMS Data 
Security  

The amount of effort or money expended by the 
Offeror in developing the information/record. 

A.4 Call Center Services, 
Page 1, 3-4 

HMS Call Center 
Processes 

The amount of effort or money expended by the 
Offeror in developing the information/record. 

A.5 Secure Online Portal, 
Pages 1-5 

HMS Web Portal 
Technology 

The value of the specific information/record to 
the Offeror and to its competitors; The amount 
of effort or money expended by the Offeror in 
developing the information/record. 

 
A.6 Amnesty Period, 
Eligibility Verification 
Period, and Appeal and 
Reinstatement Period(s), 
Pages 1-3 

HMS 
Operational 
Processes and 
Differentiators 

The value of the specific information/record to 
the Offeror and to its competitors; The amount 
of effort or money expended by the Offeror in 
developing the information/record. 

 

A.7 Communication 
Material, Pages 1-5 

HMS 
Operational 
Processes and 
Communications 

The confidential nature of the specific item, 
including a description of the nature and extent 
of the injury to the Offeror's competitive 
position, such as unfair economic or 
competitive damage, which would be incurred 
were the information/record to be disclosed; the 
value of the specific information/record to the 
Offeror and to its competitors; and the amount 
of effort or money expended by the Offeror in 
developing the information/record. 

 
A.8 Outgoing and 
Returned Mail Process, 
Pages 1-7 

HMS 
Operational 
Processes and 
Workflows 

The value of the specific information/record to 
the Offeror and to its competitors and the 
amount of effort or money expended by the 
Offeror in developing the information/record. 

 
A.9 Reporting, Page 3 HMS Project 

Reporting 
The value of the specific information/record to 
the Offeror and to its competitors and the 
amount of effort or money expended by the 
Offeror in developing the information/record. 

 
B.1 Executive Summary, 
Pages 2, 10-14,19-20, 25-
26, 28-30 

HMS Process 
and Work Tasks; 
HMS 
Differentiators 

The value of the specific information/record to 
the Offeror and to its competitors. 

 

B.3 Project 
Implementation, Pages 3-
14,  

HMS Process 
and Work Tasks 

The value of the specific information/record to 
the Offeror and to its competitors and the 
amount of effort or money expended by the 
Offeror in developing the information/record. 
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B.4 Electronic Transfer of 
Data, Pages 1-3,  

HMS Data 
Security 

The amount of effort or money expended by the 
Offeror in developing the information/record. 

B.5 Call Center, Pages 1-
3, 6-8 

HMS Process 
and Resources 

The value of the specific information/record to 
the Offeror and to its competitors. 

 

B.6 Secure Online Web 
Portal, Pages 1-11 

HMS Web Portal 
Technology 

The amount of effort or money expended by the 
Offeror in developing the information/record 
and the ease or difficulty with which the 
information could be properly acquired or 
duplicated (not merely copied) for use by 
others. 

B.7 Amnesty Period, 
Eligibility Verification 
Period, and Appeal and 
Reinstatement Period(s), 
Pages 2-16 

HMS 
Operational 
Processes and 
Differentiators 

The amount of effort or money expended by the 
Offeror in developing the information/record. 

B.8 Communication 
Material, Pages 1-29 

HMS 
Operational 
Processes and 
Communications 

The confidential nature of the specific item, 
including a description of the nature and extent 
of the injury to the Offeror's competitive 
position, such as unfair economic or 
competitive damage, which would be incurred 
were the information/record to be disclosed. 

B.9 Reporting, Pages 1-5 HMS Project 
Reporting 

The value of the specific information/record to 
the Offeror and to its competitors; The amount 
of effort or money expended by the Offeror in 
developing the information/record. 

 
Insert rows above as necessary 

Cost Section: 

Requested Redaction 
Page #’s and Proposal 

Sections or 
Exhibit/Attachment # 

Description Offeror Rationale for Proposed Redaction 

   

   

   

   

Insert rows above as necessary 

 
 
 

REDACTION CHART 
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Please provide specific justification for each item for which you seek protection from FOIL disclosure.  An 
appropriate justification may any one or more of the following considerations by which to demonstrate 
reasonably whether the item for which you seek protection may be excepted from disclosure: 
 

a) the confidential nature of the specific item, including a description of the nature and extent of 
the injury to the Offeror's competitive position, such as unfair economic or competitive 
damage, which would be incurred were the information/record to be disclosed; 

b) whether the specific information/record is treated as confidential by the Offeror, including 
whether it ever has been made available to any person or entity; 

c) whether any patent, copyright, or similar legal protection exists for the specific item of 
information; 

d) whether the public disclosure of the information/record is otherwise restricted by law, and the 
specific source and content of such restriction; 

e) the date upon which the information/record no longer will need to be kept confidential, if 
applicable; 

f) whether the item of information is known by anyone outside the Offeror's business or 
organization; 

g) the extent to which the information is known by Offeror's employees and others involved in the 
Offeror's business; 

h) the value of the specific information/record to the Offeror and to its competitors; 

i) the amount of effort or money expended by the Offeror in developing the information/record;  
and 

j) the ease or difficulty with which the information could be properly acquired or duplicated (not 
merely copied) for use by others. 
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Please indicate by checkmark that your Proposal meets each of the following submission requirements: 

____1. TIMELY SUBMISSION:  Proposal submitted to assure receipt by the Department no later than 
3:00 p.m. ET on the Proposal Due Date as indicated in IFB Section II.A.1. 

____2. FORMATTING REQUIREMENTS:  The Offeror’s Proposal must be organized in three parts: 
Administrative Section; Technical Section and Cost Section and each part must each comply 
with the formatting requirements stated in Section II.A.7.a and II.A.7.b of this IFB. 
____a. Eight (8) separately bound hardcopies – two (2) Originals each of the Administrative 

Section, Technical Section and Cost Section containing original documents (i.e., 
original signatures, no photocopies) and marked and numbered (i.e., “ORIGINAL #1” 
and “ORIGINAL #2.”), Six (6) copies of each Administrative Section, Technical 
Section and Cost Section marked and numbered (i.e., “COPY #1,” “COPY #2,” etc.) 
and a separate CD for the Administrative, Technical and Cost Sections. 

____b. Proposals must be prepared in Adobe Acrobat, with the exception of certain cost and 
provider network exhibits that have specific formatting instructions. 

____c. The Administrative, Technical Section must be bound together and clearly labeled. The 
Cost Section must be separately bound from the Administrative and Technical Sections 
or submitted in a separate sealed envelope clearly labeled with “Dependent Eligibility 
Audit Services #DEAS-2015-1” and Offeror’s name(s). 

____d. Table of Contents 
____e. Index Tabs 
____f. Pagination 
____g. Updates/Corrections 
____h. Required Content of Proposals - The Proposal shall consist of three parts:  the 

Administrative Section must contain the documentation required in Section III of this 
IFB. The Technical Section must be responsive to the programmatic duties and 
responsibilities set forth in Section IV of this IFB. The Cost Section must demonstrate a 
commitment to perform all programmatic duties and responsibilities in accordance with 
Section V of this IFB. 

____3. REQUIRED CONTENT OF THE ADMINISTRATIVE SECTION:  The Administrative Section 
must contain the following information, in the order enumerated below: 
___A. Formal Offeror Letter: The Offeror must submit a formal offer in the form of the “Formal 

Offer Letter” as set forth in IFB, Exhibit I.S in accordance with the requirements set forth 
in IFB, Section III.A 

___B. Minimum Mandatory Requirements: The Offeror must submit a completed Exhibit I.T  
“Offeror Attestations Form” containing the representations and warranties set forth 
therein. 

___C. Exhibits: The Offeror must complete and submit the Exhibits specified in Section III.C as 
follows: 
____Exhibit I.A Proposal Submission Requirement Checklist 
____Exhibit I.D MacBride Statement and Non-Collusive Bidding Certification 
____Exhibit I.G EEO Staffing Plan (form EEO-100) 
____Exhibit I.K Offeror’s Affirmation of Understanding & Agreement 
____Exhibit I.M Compliance with Public Officers Law Requirements 
____Exhibit I.N Compliance with Americans with Disabilities Act 
____Exhibit I.O MWBE Utilization Plan (form MWBE-100) 

































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____Exhibit I.P Offeror’s Certification of Compliance Pursuant to State Finance Law 
§139-k

____Exhibit I.Q Certification of Good Faith Efforts (form MWBE-104) 
____Exhibit I.U.2 NYS Supplier & Subcontractor Exhibit 
____Exhibit I.W Compliance with NYS Workers’ Compensation Law 
____Exhibit I.X Extraneous Terms 

___D. Key Subcontractors: The Offeror must provide a statement identifying all Key 
Subcontractors, if any, that the Offeror will be contracting with to provide program 
services and must, for each such Key Subcontractor identified, complete and submit 
Exhibit I.U.1 “Key Subcontractors”: 
1. provide a brief description of the services to be provided by the Key Subcontractor;

and
2. provide a description of any current relationships with such Key Subcontractor and the

clients/projects that the Offeror and Key Subcontractor are currently servicing under a
formal legal agreement or arrangement, the date when such services began and the
status of the project.

The Offeror must indicate whether or not, as of the date of the Offeror’s Proposal, a 
subcontract has been executed between the Offeror and the Key Subcontractor for 
services to be provided by the Key Subcontractor relating to this IFB.  If the Offeror will 
not be subcontracting with any Key Subcontractor(s) to provide program services, the 
Offeror must provide a statement to that effect. 

___E. Reference Checks:  The Offeror must list two (2) references of current clients and one 
(1) reference of a former client for a total of three (3) references for which the Offeror has 
supplied DEA Project Services similar to those required in this IFB. At least one (1) of the 
referenced clients must be an entity with at least one hundred fifty thousand or more 
Dependent lives subject to audit. If the Offeror has no former clients to include as 
references, the Offeror must include a statement attesting to that fact. Otherwise, the 
Offeror must include, at minimum, one (1) former client as a reference for which the 
Offeror has supplied services similar in nature to those required in this IFB. If the Offeror 
is proposing any Key Subcontractors or Affiliates, the references should be with clients 
for whom the Offeror and Key Subcontractor or Affiliate have jointly supplied services 
similar to those described in this IFB. For each Reference provided the Offeror must 
complete and submit Exhibit I.V, entitled “Program References.” The Offeror shall be 
solely responsible for providing contact names and phone numbers that are readily 
available to be contacted by the State. The Offeror must also indicate what participation, 
if any, the project manager and each key staff person proposed for this Project had in the 
referenced services. 

___F. Financial Statements:  The Offeror must provide a copy of the Offeror's last issued 
GAAP annual audited financial statement.  A complete set of statements, not just 
excerpts, must be provided.  Additionally, for each Key Subcontractor or Affiliate, if any, 
that provides any of the Program Services; provide the most recent GAAP annual audited 
statement.  If the Offeror, or a Key Subcontractor or Affiliate, is a privately held business 
and is unwilling to provide copies of their GAAP annual audited financial statements as 
part of their Proposal, the Offeror/Key Subcontractor/Affiliate must make arrangements 
for the procurement evaluation team to review the financial statements. Note:  If financial 
statements have not been prepared and/or audited, the Offeror/Key 
Subcontractor/Affiliate must provide the following as part of its Administrative Section a 
letter from a bank reference attesting to the Offeror/Key Subcontractor/Affiliate’s financial 
viability and creditworthiness. (Note: for purposes of this reference, the Offeror may not 













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give as a reference, a parent or subsidiary company, a partner or an affiliate 
organization.)  The letter must include the bank’s name, address, contact person name 
and telephone number and it must address, at a minimum, the following items: 
1. a brief description of the business relationship between the parties (i.e., the

Offeror/Key Subcontractor/Affiliate and the bank), including the duration of the 
relationship and the Offeror’s current standing with the bank.  For example: “The 
(Offeror/Key Subcontractor/Affiliate’s name) is currently and has been for “x” number 
of years a client in good standing.” ; 

2. a description of any ownership/partner relationship that may exist between the
parties, if any. (Note: One party cannot be the parent, partner or subsidiary of the 
other, nor can one party be an affiliate of the other.); and, 

3. any other facts or conclusions the bank may deem relevant to the State in regard to
the bank’s assessment of the Offeror/Key Subcontractor/Affiliate’s financial viability 
and creditworthiness concerning the nature and scope of the Program Services, 
which are the subject matter of this IFB, and the parties (i.e., DCS and the Offeror or 
the Offeror and Key Subcontractor of Affiliate) contractual obligations should the 
Offeror be awarded the resultant contract. 

___G. Vendor Responsibility Questionnaire:  The Offeror must complete and execute a NYS 
Vendor Responsibility Questionnaire for itself and all Key Subcontractors. 
1. If the Offeror or Key Subcontractor, if any, is incorporated outside the State of New

York, a recent certificate of Good Standing must be submitted for each. 
2. If the Offeror or Key Subcontractor, if any, has any employees in NYS, a

confirmation of NYC’s Worker’s Compensation and NYS Disability coverage must be 
submitted for each. 

4. REQUIRED CONTENT OF THE TECHNICAL SECTION:  The Technical Section shall be
responsive to the duties and responsibilities and submission requirements set forth in Section IV
of this IFB and it shall contain the following information, in accordance with the submissions
associated requirements, and in the order enumerated below:

Technical Section Submission Requirements
___A. Contractor Responsibilities 

___1. Project Team 

___2. Project Implementation 

___3. Electronic Transfer of Data 

___4. Call Center Services 

___5. Secure Online Web Portal 

___6. Amnesty Period, Eligibility Verification Period and Appeal and 
Reinstatement Period(s) 

___7. Communication Material 

___8. Outgoing and Returned Mail Process 

___9. Reporting 

___10. Project Return on Investment (ROI) 

___11. Performance Guarantees 
























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Amended May, 29, 2015 
___B Technical Section Submission Requirements  

___1. Executive Summary 

___2. Project Team 

___3. Project Implementation 

___4. Electronic Transfer of Data 

___5. Call Center 

___6. Secure Online Web Portal 

___7. Amnesty Period, Eligibility Verification Period, and Appeal and 
Reinstatement Period 

___8. Communication Material 

___9.   Reporting 

5. REQUIRED CONTENT OF THE COST SECTION:  The Offeror’s Cost Section shall
demonstrate that it will execute the duties and responsibilities set forth in Section V of this IFB
and it shall contain the following information, in accordance with the submissions associated
requirements below:

___A. Offeror shall submit a completed Exhibit V –  DEA Project Services Fees, as required.

6. REQUESTED REDACTIONS CD and HARD COPY:  The FOIL-related materials described
herein which the Offeror is requested to provide per IFB, Section II.B.8 will not be considered
part of the Offeror's Proposal and will not be reviewed as a part of the Procurement's evaluation
process.  Notwithstanding this they have been identified in this Checklist as a reminder to
Offerors of the need to provide the requested items.

At the time of Proposal submission the Offeror is requested to submit: 

___A. Exhibit I.C Freedom of Information Law – Request for Redaction Chart 
___B. Separately bound hardcopy of the Administrative Section, Technical Section, and Cost 

Section with each specific item requested to be protected from FOIL disclosure by 
highlighting in yellow. 

___C. Electronic copy (on CD in Adobe Acrobat Professional software, version 8 or higher) of 
the complete Proposal noting each the specific item requested to be protected from FOIL 
which contains no more than three PDF files; one for each part of the Proposal 
(Administrative Section, Technical Section, and Cost Section). 








































Exhibit I.K – Offeror’s Affirmation of Understanding and Agreement 

Page 1 of 4 

Part 1 of this Exhibit I.K, as contained on the following page, should be completed by the Offeror and 
emailed, faxed and/or mailed to the Dependent Eligibility Audit Services Procurement Manager as set 
forth in IFB, Section II.A.2.b. 

Part 2 of this Exhibit I.K should, prior to initiating any contact with the Department, be completed for each 
Offeror officer, employee, agent or consultant retained, employed or designated, by or on behalf of the 
Offeror to appear before or contact the Department in regards to this Procurement and submit it to the 
Dependent Eligibility Audit Services Procurement Manager specified in IFB, Section II.A.2.b. 
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Part 1 

Offeror’s Affirmation of Understanding and Agreement 

Instructions: 
Pursuant to State Finance Law §§139-j and 139-k, this solicitation imposes certain procurement lobbying 
limitations.  Offerors are restricted from making contacts during the procurement’s “Restricted Period” 
(from the earliest written notice, advertisement or solicitation of a request for proposal, invitation for bids, 
or solicitation of proposals, or any other method for soliciting a response from Offerors intending to result 
in a procurement contract with a governmental entity and ending with the final contract award and 
approval by the governmental entity and, where applicable, approval by the State Comptroller) to other 
than designated staff, unless the contact falls within certain statutory exceptions (“permissible contacts”). 
the Department’s employees are required to obtain certain information from Offerors and others 
whenever there is a contact about the procurement during the Restricted Period, and are required to 
make a determination of the Offeror’s responsibility that addresses the Offeror’s compliance with the 
statutes’ requirements.  Findings of non-responsibility result in rejection for contract award, and if an 
Offeror is subject to two non-responsibility findings within four years the Offeror also will be determined 
ineligible to submit a proposal on or be awarded a contract for four years from the date of the second 
non-responsibility finding.   
Further information about these requirements can be found at: 
 http://www.ogs.ny.gov/aboutOGS/regulations/defaultAdvisoryCouncil.html. 

As a prerequisite for participating in this procurement, an Offeror must provide the following Affirmation of 
Understanding and Agreement to comply with these procurement lobbying restrictions in accordance 
with State Finance Law §§139-j and 139-k. 

Offeror Affirmation and Agreement 

The Offeror affirms that it understands the procurement lobbying requirements set forth in State 
Finance Law §§139-j and 139-k, and agrees to comply with the Department’s procedures 
regarding permissible contacts as required thereby. 

Name of 

Offeror: 
Health Management Systems, Inc. (HMS) 

By: 

(Signature) 

Name: John Webb 

Title: Managing Director 

Address: 355 Quartermaster Court 

Jeffersonville, IN 47130 

Date: 5/11/2015 

http://www.ogs.ny.gov/aboutOGS/regulations/defaultAdvisoryCouncil.html
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Part 2 

Offeror Designated Contact 

First Name Deb 

Last Name Grier 

Company Name Health Management Systems, Inc. (HMS) 

Company Address: 

Street Address 2 Winners Circle, Suite 202 

City Albany 

State New York 

Zip 12205 

Individual's Business Telephone # 
(xxx) xxx-xxxx  

 

Principal Place of Business (1) Albany, NY 

Individual's Occupation Vice President 

(1) Enter the location of the individual's Principal Place of Business (e.g. Albany, NY) 

Offeror Designated Contact 

First Name John 

Last Name Webb 

Company Name Health Management Systems, Inc. (HMS) 

Company Address: 

Street Address 355 Quartermaster Court 

City Jeffersonville 

State Indiana 

Zip 47130 

Individual's Business Telephone # 
(xxx) xxx-xxxx  

 

Principal Place of Business (1) Jeffersonville, IN 

Individual's Occupation Managing Director 

(1) Enter the location of the individual's Principal Place of Business (e.g. Albany, NY) 

Offeror Designated Contact 

First Name Carly 

Last Name Jordan 

Company Name Health Management Systems, Inc. (HMS) 

Company Address: 

Street Address 5615 High Point Drive 

City Irving 

State Texas 

Zip 75038 

Individual's Business Telephone # 
(xxx) xxx-xxxx  

 

Principal Place of Business (1) Irving, TX 

Individual's Occupation Proposal Coordinator 

(1) Enter the location of the individual's Principal Place of Business (e.g. Albany, NY) 
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Offeror Designated Contact 

First Name Angela 

Last Name Long 

Company Name Health Management Systems, Inc. (HMS) 

Company Address: 

Street Address 5615 High Point Drive 

City Irving 

State Texas 

Zip 75038 

Individual's Business Telephone # 
(xxx) xxx-xxxx  

 

Principal Place of Business (1) Irving, TX 

Individual's Occupation Proposal Specialist 

(1) Enter the location of the individual's Principal Place of Business (e.g. Albany, NY) 

Complete the table above for each Offeror officer, employee, agent or consultant 
retained, employed or designated, by or on behalf of the Offeror to appear before 
or contact the Department in regards to this Procurement, prior to the individual 
initiating any contact with the Department, and submit it to The DEAS Procurement 

Manager specified in Section II.A.2.b. of the IFB. 
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M/WBE Waiver Request 
1. HMS is submitting a Total Minority-Owned Business Enterprise (MBE) Request for Waiver

Form to certify that HMS has taken Good Faith Efforts to promote MBE participation pursuant to

the Minority/Women-Owned Business Enterprise (M/WBE) requirements set forth under the

Procurement/Contract.

2. HMS attempted to advertise in the Minority Business Enterprise publication but the cut-off date

for requested space was May 3 and information was required to be submitted by May 10. The IFB

released on May 7, four days after the May 3 deadline for space. The publication was to be issued

on June 1 and the original proposal date was June 5. HMS would have had to request

participation for a MBE before that time to secure all information needed for the proposal. Please

see advertising deadlines at http://ftp.mbemag.com/index.php/advertising/next-issue.

3. Due to the extenuating circumstances detailed in number 2 above, we were unable to secure a

space in the June publication due to the May 3 deadline and would not have enough time for

MBEs to reach out to us as the initial IFB deadline was June 5.

4. Please see attached MBE Good Faith Efforts Summary for all MBEs appearing in the NYS

Directory of Certified Firms that were solicited for purposes of complying with MBE

participation requirements.

5. Please see attached copies of notices, dates of contact, letters, and other correspondence as proof

that solicitations were made in writing and copies of such solicitations.

6. Please see attached documentation of responses provided by the contacted MBEs to our request

for participation in the State’s solicitation.

7. Please see attached plans/specifications made available to MBEs for purposes of soliciting their

bids and the date and manner in which these documents were made available.

8. Please see documentation of any negotiations between HMS and the MBEs undertaken for

purposes of complying with the New York State MBE participation goals.

9. HMS has made a good faith effort to find a suitable locally certified  MBE alternative and has

determined,  due to several factors (detailed below) that a waiver for the requirement will be a

more expedient and ultimately beneficial solution for the NYSHIP project in this instance.

10. Please note that HMS proposes to utilize a Women’s Business Enterprise (WBE) in the

fulfillment of the contract.  As detailed in our proposal, HMS will continue to utilize the same

WBE certified by the State that performs the same fulfillment services for other clients that we

propose for this contract.



New York State Department of Civil Service 
Invitation For Bid # DEAS-2015-1 “New York State Health Insurance Program Dependent Eligibility Audit Services” 

M/WBE Waiver Request 
June 10, 2015 

Page 2 

11. While there were several locally certified MBE’s that could potentially fulfill the contract, none

were able to meet all of the prerequisite standards such that HMS would feel comfortable

extending the service level guarantees or security standards outlined in the original state contract:

 The chosen vendor must be able to coordinate with our internal system to create and deploy

five disparate on demand specialized responses in addition the larger full population mailings.

 The chosen vendor must be able to imbed an employee specific scan able bar code on each

mail piece.

 The chosen vendor must be able to accept the initial and subsequent date feeds in Pipe

Delimited Format and demonstrate that the data is being received and submitted via a fully

secure platform (Electronic Data Interchange).

 Many vendors cannot accept this data format, and all of our systems, which must include real

time capabilities, are difficult for most companies to provide.  As HMS sends a return

response based on specific elements (time, day, etc.), we submit a response back in real time.

This is the level of integration we currently have with the print vendor –documentation is

submitted, posted and immediately generated to the registrant.

12. Contact information for HMS’s representative that is authorized to discuss this waiver request is

provided below.

Deborah (Deb) Grier, Vice President 

2 Winners Circle, Suite 202 

Albany, NY 12211 

Telephone:  

Email:  

13. Copies of notice of application receipt issued by Empire State Development (ESD) are not

applicable to this MBE Waiver as companies contacted by HMS are New York certified MBEs.



MBE 

https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=5089&TN=ny&CID=D21BA1E23D650
756AE1D6F708ED3E524DB18BEF7E4484322' 
Contact Name: MONA MEHDI 
Company Name: FIRST AMERICAN BUSINESS PRODUCTS INC 
Address: 660 HAWKINS AVENUE 
LAKE RONKONKOMA, NY 11779 
Telephone:  
Email:  
Time Sent: 9:38 AM CST 
Failure: Y 
Failure Time Stamp: 9:28 AM CST 
Questionnaire returned: N 
Receipt time of questionnaire returned: None 

https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=5089&TN=ny&CID=0F45F27558C08
837BDEC73ED43F16E0926B31133098AA798 
Contact Name: Charmaine Seifts 
Company Name: Gallery Digital Services Inc.  
Address: 170 Garfield Avenue 
Islip Terrace, NY 11752 
Telephone:  
Email:  
Time Sent: 9:28 AM CST 
Failure: N 
Failure Time Stamp: None 
Questionnaire returned: N 
Receipt time of questionnaire returned: None 

https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=5089&TN=ny&CID=AC10127626B63
33A511CD2E83D4A256B6115F088E6631BCA 
Contact Name: Wayne Mckain 
Company Name: HARLIN PRINTING SERVICES INC 
Address: 11-05 44th Drive 
Long Island City, NY 11101 
Phone:  
Email:   
Time Sent: 9:28 AM CST 
Failure: N 
Failure Time Stamp: None 
Questionnaire returned: N 
Receipt time of questionnaire returned: None 

https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=5089&TN=ny&CID=6C7BD6327E221
F274E3AAEAEC025218C1B5F920F8E531189 
Contact Name: Milton Mendez 
Company Name: Mendez Instant Printing, Inc., DBA Mendez Printing  
Address: 37-66 72nd Street 
Jackson Heights, NY 11372-9999 
Phone:  
Email:   

https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=5089&TN=ny&CID=D21BA1E23D650756AE1D6F708ED3E524DB18BEF7E4484322
https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=5089&TN=ny&CID=D21BA1E23D650756AE1D6F708ED3E524DB18BEF7E4484322
https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=5089&TN=ny&CID=0F45F27558C08837BDEC73ED43F16E0926B31133098AA798
https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=5089&TN=ny&CID=0F45F27558C08837BDEC73ED43F16E0926B31133098AA798
https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=5089&TN=ny&CID=AC10127626B6333A511CD2E83D4A256B6115F088E6631BCA
https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=5089&TN=ny&CID=AC10127626B6333A511CD2E83D4A256B6115F088E6631BCA
https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=5089&TN=ny&CID=6C7BD6327E221F274E3AAEAEC025218C1B5F920F8E531189
https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=5089&TN=ny&CID=6C7BD6327E221F274E3AAEAEC025218C1B5F920F8E531189


Time Sent: 9:28 AM CST; 6/4 2:08pm CST 3:19 PM CST, 2:36PM 
Received: 3:34 PM CST 
Failure: N 
Failure Time Stamp: None 
Questionnaire returned: N 
Receipt time of questionnaire returned 
Calls: 6/4 1:34pm CST, 3:11pm CST, 3:46pm 

https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=5089&TN=ny&CID=49C3BC2D990D5
7F0675E31EFC659C1D36AEC03C7DFCFA252 
Contact Name: Larry Washington 
Company Name: Rainbow Printing, Inc. 
Address: 47-10 33rd Street 
Long Island City, NY 11101 
Phone:  
Email:  
Time Sent: 9:28 AM CST 
Failure: N 
Failure Time Stamp: None 
Questionnaire returned: N  
Receipt time of questionnaire returned: None 

https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=9518&TN=ny&CID=CBFC48ADE3DF4
D5BF05BB93F5D2D0B3F5B2E8E3E2D1FF410  
Contact Name: Rafael Perez 
Company Name: Distinctive Graphics & Communications, LLC 
Email: ralph@distinctive-graphics.com 
Time Sent: 12:45 PM CST 
Failure: N 
Failure Time Stamp: 
Questionnaire returned: N 
Receipt time of questionnaire returned: None 

WBE 

https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=6925&TN=ny&CID=C987385A7A7D7
2B649EE8BE77E71EDAFEA408EC4E3C0B12E 
Contact Name: Tracy Lach 
Company Name: Twenty-First Century Press 
Address: 501 Cornwall Avenue 
Buffalo, NY 14215 
Phone:  
Email:  
Time Sent: 9:11 AM CST 
Failure: N 
Failure Time Stamp: None 
Questionnaire returned: Y 
Receipt time of questionnaire returned: 10:48 AM CST 

https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=6925&TN=ny&CID=D4EC0C6BEA427
77FAD72D2426AC4190E3C10D1BE1FCC828C 
Contact Name: Nicola Standard 

https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=5089&TN=ny&CID=49C3BC2D990D57F0675E31EFC659C1D36AEC03C7DFCFA252
https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=5089&TN=ny&CID=49C3BC2D990D57F0675E31EFC659C1D36AEC03C7DFCFA252
https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=9518&TN=ny&CID=CBFC48ADE3DF4D5BF05BB93F5D2D0B3F5B2E8E3E2D1FF410
https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=9518&TN=ny&CID=CBFC48ADE3DF4D5BF05BB93F5D2D0B3F5B2E8E3E2D1FF410
https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=6925&TN=ny&CID=C987385A7A7D72B649EE8BE77E71EDAFEA408EC4E3C0B12E
https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=6925&TN=ny&CID=C987385A7A7D72B649EE8BE77E71EDAFEA408EC4E3C0B12E
https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=6925&TN=ny&CID=D4EC0C6BEA42777FAD72D2426AC4190E3C10D1BE1FCC828C
https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=6925&TN=ny&CID=D4EC0C6BEA42777FAD72D2426AC4190E3C10D1BE1FCC828C


Company Name: Dakota Print and Premiums LLC, DBA Fuse Printing 
Address: 520 White Plains Road 
Tarrytown, NY 10591 
Phone:  
Email:  
Time Sent: 9:11 AM CST 
Failure: N 
Failure Time Stamp: None 
Questionnaire Returned: N 
Receipt time of questionnaire returned: None 

https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=6925&TN=ny&CID=8A64DF18CA912
8D0917F38828B954648E33AB6477AA1D6D6 
Contact Name: LIBBY POST 
Company Name: COMMUNICATION SERVICES 
Address: c/o Mower & Associates 
30 S. Pearl St., 12th Fl. 
ALBANY, NY 12207 
Phone:  
Email:  
Time Sent: 9:11 AM CST 
Failure: Y 
Failure Time Stamp: 9:11 AM CST 
Questionnaire returned: N 
Receipt time of questionnaire returned: None 

https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=2876&TN=ny&CID=024C12F73E536
2FEFD25C45B6E5FAB190306240CB92060D3 
Contact Name: JANET CALISE-CAZAVILAN 
Company Name: ALLEGRA PRINT & IMAGING 
Address: 2075 CENTRAL AVE 
SCHENECTADY, NY 12304 
Phone:  
Email:  
Time Sent: 9:10 AM CST 
Failure: N 
Failure Time Stamp: None 
Questionnaire returned: N 
Receipt time of questionnaire returned: None 

https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=2065&TN=ny&CID=72C8207EE44B7
0D13D4A3986EAC0797DD1718D9CBA4FBC90 
Contact Name: Pamela McGrath 
Company Name: Brigar X-Press Solutions, Inc., DBA Digital X-Press 
Address: 5 Sand Creek Road 
Albany, NY 12205 
Phone:  
Email:  
Time Sent: 9:11 AM CST 
Failure: N 
Failure Time Stamp: None 
Questionnaire returned: Y 

https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=6925&TN=ny&CID=8A64DF18CA9128D0917F38828B954648E33AB6477AA1D6D6
https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=6925&TN=ny&CID=8A64DF18CA9128D0917F38828B954648E33AB6477AA1D6D6
https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=2876&TN=ny&CID=024C12F73E5362FEFD25C45B6E5FAB190306240CB92060D3
https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=2876&TN=ny&CID=024C12F73E5362FEFD25C45B6E5FAB190306240CB92060D3
https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=2065&TN=ny&CID=72C8207EE44B70D13D4A3986EAC0797DD1718D9CBA4FBC90
https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=2065&TN=ny&CID=72C8207EE44B70D13D4A3986EAC0797DD1718D9CBA4FBC90


Receipt time of questionnaire returned: 9:36 AM CST 
 
https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=5725&TN=ny&CID=76E8F7B7E7552
F5EBC485FE7D4FEFBAA3FBA1EAB5B12EF3E  
Contact Name: Jennifer Racquet  
Company Name: CNY Business Solutions  
Address: 502 Court Street 
PO Box 127 
Utica, NY 13503 
Phone:  
Email:   
Time Sent: 12:47 PM CST 
Failure: N 
Failure Time Stamp: None 
Questionnaire returned: Y; 5/27 9:58 AM 
Receipt time of questionnaire returned: None 
 
L&D Mail Masters (Get from John as he got confirmation a few weeks ago: not sure via email or phone) 
Email sent: 5/20 4:48 CST; 6/4 -12:34pm CST 
  

https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=5725&TN=ny&CID=76E8F7B7E7552F5EBC485FE7D4FEFBAA3FBA1EAB5B12EF3E
https://ny.newnycontracts.com/FrontEnd/VendorSearchPublicDetail.asp?XID=5725&TN=ny&CID=76E8F7B7E7552F5EBC485FE7D4FEFBAA3FBA1EAB5B12EF3E
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NEW YORK SUBCONTRACTORS AND SUPPLIERS 

 

As stated in Section II.B.11 of the IFB, Offerors are encouraged to use New York State businesses in the 
performance of Program Services.  Please complete the following exhibit to reflect the Offeror’s proposed 
utilization of New York State businesses. 
 

Name(s) of New York 
Subcontractors and/or 

Suppliers 

Address, City, 
State, and Zip 

Code 
 

Description of 
Services or 

Supplies Provided 

Estimate
d Value 

Over 
5-Year 

Contract 
Period 

Identify if 
Subcontracto
r or Supplier 

N/A N/A N/A N/A N/A 
 

     
 

     
 

     
 

 
 

    

 
 

    

 
 

    

 
 

    

     
 

     
 

     
 

     
 

     
 

     
 

     
 

 

 
IFB # DEAS-2015-1 

“Dependent Eligibility Audit Services" 



CERTIFICATE OF LIABILITY INSURANCE DATE (MM/DD/YYYY) 

12/01/2014 
THIS CERTIFICATE IS ISSUED AS A MATTER OF INFORMATION ONLY AND CONFERS NO RIGHTS UPON THE CERTIFICATE HOLDER. THIS 
CERTIFICATE DOES NOT AFFIRMATIVELY OR NEGATIVELY AMEND, EXTEND OR ALTER THE COVERAGE AFFORDED BY THE POLICIES 
BELOW. THIS CERTIFICATE OF INSURANCE DOES NOT CONSTITUTE A CONTRACT BETWEEN THE ISSUING INSURER(S), AUTHORIZED 
REPRESENTATIVE OR PRODUCER, AND THE CERTIFICATE HOLDER. 
IMPORTANT: If the certificate holder is an ADDITIONAL INSURED, the policy(ies) must be endorsed. If SUBROGATION IS WAIVED, subject to the 
terms and conditions of the policy, certain policies may require an endorsement. A statement on this certificate does not confer rights to the 
certificate holder in lieu of such endorsement(s). 
PRODUCER 
ARTHUR J. GALLAGHER RISK MANAGEMENT SERVICES, INC. 
GALLAGHER HEALTHCARE  
8511 SOUTH SAM HOUSTON PARKWAY EAST, 2ND FLOOR 
HOUSTON, TX 77075 

DONOVAN WEGER  

CONTACT 
NAME: Linda Brown 
PHONE 
(A/C, NO, EXT):  

FAX 
(A/C, No):  

E-MAIL 
ADDRESS:  

INSURER(S) AFFORDING COVERAGE NAIC # 

COMPANY A: TRAVELERS PROP CAS CO OF A,MER 25674 
INSURED 

HMS HOLDINGS CORP. 
HEALTH MANAGEMENT SYSTEMS 
5615 HIGH POINT DRIVE 
IRVING, TX 75038 

COMPANY B: TRAVELERS IND CO 25658 

COMPANY C: 

COMPANY D: 

COMPANY E: 

COMPANY F: 
COVERAGES CERTIFICATE NUMBER: REVISION NUMBER: 
THIS IS TO CERTIFY THAT THE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD 
INDICATED. NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS 
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS, 
EXCLUSIONS AND CONDITIONS OF SUCH POLICIES. LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS. 

INSR 
LTR TYPE OF INSURANCE ADDL 

INSR 
SUBR 
WVD POLICY NUMBER 

POLICY EFF 
(MM/DD/YYYY) 

POLICY EXP 
(MM/DD/YYYY) LIMITS 

A 
GENERAL LIABILITY 6301871P114 11/30/14 11/30/15 EACH OCCURRENCE $1,000,000 

X COMMERCIAL GENERAL LIABILITY 
DAMAGE TO RENTED 
PREMISES (Ea occurrence) $1,000,000 

CLAIMS MADE X OCCUR MED EXP (Any one person) $10,000 
PERSONAL & ADV INJURY $EXCLUDED 
GENERAL AGGREGATE $2,000,000 

GEN’L AGGREGATE LIMIT APPLIES PER: PRODUCTS – COMP/OP AGG $2,000,000 

POLICY X 
PRO- 
JECT LOC $ 

B 
AUTOMOBILE LIABILITY BA1885P12A 11/30/14 11/30/15 COMBINED SINGLE LIMIT 

(Ea accident) $1,000,000 

ANY AUTO BODILY INJURY (Per person) $ 

X ALL OWNED 
AUTOS 

SCHEDULED 
AUTOS BODILY INJURY (Per accident) $ 

X HIRED AUTOS 
X NON-OWNED 

AUTOS 
PROPERTY DAMAGE 
(Per accident) $ 

$ 

UMBRELLA LIAB OCCUR EACH OCCURRENCE $ 

EXCESS LIAB CLAIMS MADE AGGREGATE $ 

DED  RETENTION $ $ 
WORKERS COMPENSATION 
AND EMPLOYERS’ LIABILITY Y/N 

N/A 

WC STATU-
TORY LIMITS 

OTH-
ER $ 

ANY PROPRIETOR/PARTNER/EXECUTIVE 
OFFICER/MEMBER EXCLUDED? 
(Mandatory in NH) 
If yes, describe under 
DESCRIPTION OF OPERATIONS below 

E.L. EACH ACCIDENT $ 

E.L. DISEASE – EA EMPLOYEE $ 

E.L. DISEASE – POLICY LIMIT $ 

DESCRIPTION OF OPERATIONS / LOCATIONS / VEHICLES (Attach ACORD 101, Additional Remarks Schedule, if more space is required) 

CERTIFICATE HOLDER CANCELLATION

NEW YORK DEPARTMENT OF HEALTH 
OFFICE OF THE MEDICAID INSPECTOR 
ATTN: GENERAL (OMIG) BUREAU OF REV. INITIATIVES 
150 BROADWAY RIVERVIEW CENTER, 4TH FLOOR 
ALBANY, NY 12204-2719 

SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE 
THE EXPIRATION DATE THEREOF, NOTICE WILL BE DELIVERED IN ACCORDANCE 
WITH THE POLICY PROVISIONS. 

AUTHORIZED REPRESENTATIVE 

© 1988-2010 ACORD CORPORATION. All rights reserved. 
ACORD 25 (2010/05) The ACORD name and logo are registered marks of ACORD 







DATE (MM/DD/YYYY)CERTIFICATE OF LIABILITY INSURANCE
THIS CERTIFICATE IS ISSUED AS A MATTER OF INFORMATION ONLY AND CONFERS NO RIGHTS UPON THE CERTIFICATE HOLDER. THIS
CERTIFICATE DOES NOT AFFIRMATIVELY OR NEGATIVELY AMEND, EXTEND OR ALTER THE COVERAGE AFFORDED BY THE POLICIES
BELOW. THIS CERTIFICATE OF INSURANCE DOES NOT CONSTITUTE A CONTRACT BETWEEN THE ISSUING INSURER(S), AUTHORIZED
REPRESENTATIVE OR PRODUCER, AND THE CERTIFICATE HOLDER.
IMPORTANT: If the certificate holder is an ADDITIONAL INSURED, the policy(ies) must be endorsed. If SUBROGATION IS WAIVED, subject to
the terms and conditions of the policy, certain policies may require an endorsement. A statement on this certificate does not confer rights to the
certificate holder in lieu of such endorsement(s).

CONTACTPRODUCER NAME:
FAXPHONE
(A/C, No):(A/C, No, Ext):

E-MAIL
ADDRESS:

INSURER(S) AFFORDING COVERAGE NAIC #

INSURER A :
INSURED INSURER B :

INSURER C :

INSURER D :

INSURER E :

INSURER F :

COVERAGES CERTIFICATE NUMBER: REVISION NUMBER:
THIS IS TO CERTIFY THAT THE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD
INDICATED. NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS,
EXCLUSIONS AND CONDITIONS OF SUCH POLICIES. LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS.

ADDL SUBRINSR POLICY EFF POLICY EXP
TYPE OF INSURANCE LIMITSPOLICY NUMBERLTR (MM/DD/YYYY) (MM/DD/YYYY)INSR WVD

GENERAL LIABILITY EACH OCCURRENCE $
DAMAGE TO RENTED

COMMERCIAL GENERAL LIABILITY $PREMISES (Ea occurrence)

CLAIMS-MADE OCCUR MED EXP (Any one person) $

PERSONAL & ADV INJURY $

GENERAL AGGREGATE $

GEN'L AGGREGATE LIMIT APPLIES PER: PRODUCTS - COMP/OP AGG $
PRO- $POLICY LOCJECT 

COMBINED SINGLE LIMITAUTOMOBILE LIABILITY (Ea accident) $
BODILY INJURY (Per person) $ANY AUTO

ALL OWNED SCHEDULED BODILY INJURY (Per accident) $AUTOS AUTOS
NON-OWNED PROPERTY DAMAGE $HIRED AUTOS (PER ACCIDENT)AUTOS

$

UMBRELLA LIAB EACH OCCURRENCE $OCCUR
EXCESS LIAB CLAIMS-MADE AGGREGATE $

$DED RETENTION $
WC STATU- OTH-WORKERS COMPENSATION

TORY LIMITS ERAND EMPLOYERS' LIABILITY Y / N
ANY PROPRIETOR/PARTNER/EXECUTIVE E.L. EACH ACCIDENT $

N / AOFFICER/MEMBER EXCLUDED?
(Mandatory in NH) E.L. DISEASE - EA EMPLOYEE $
If yes, describe under

E.L. DISEASE - POLICY LIMIT $DESCRIPTION OF OPERATIONS below

DESCRIPTION OF OPERATIONS / LOCATIONS / VEHICLES  (Attach ACORD 101, Additional Remarks Schedule, if more space is required)

CERTIFICATE HOLDER CANCELLATION

SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE
THE EXPIRATION DATE THEREOF, NOTICE WILL BE DELIVERED IN
ACCORDANCE WITH THE POLICY PROVISIONS.

AUTHORIZED REPRESENTATIVE

© 1988-2010 ACORD CORPORATION.  All rights reserved.
The ACORD name and logo are registered marks of ACORDACORD 25 (2010/05)

L&DMA-1 OP ID: TS

06/09/2015

Callistus Smith Agency, Inc.

3415 Paoli Pike

Floyds Knobs, IN 47119

Selective Insurance Company 12572
L & D Mailmasters Inc

110 Security Pkwy

New Albany, IN 47150

1,000,000
A X S2046156 09/24/2014 09/24/2015 100,000

X 5,000
1,000,000

X Printers E & O 2,000,000
2,000,000

X Emp Ben. 1,000,000
1,000,000

A X S2046156 09/24/2014 09/24/2015

X X

X 5,000,000
A S2046156 09/24/2014 09/24/2015 5,000,000

X 10000
X

A WC7996818 09/24/2014 09/24/2015 500,000
500,000
500,000

A Selective Ins S2046156 09/24/2014 09/24/2015 BPP BLKTW 9,653,400
$1000 Ded

State of New York

Workers Compensation Board

Bureau of Compliance



CERTIFICATE OF INSURANCE
GROUP SHORT TERM DISABILITY INCOME INSURANCE

GC 3600ANNA(T) TITLE PAGE 2003
(Class 001/Plan Type: STD)

American United Life Insurance Company
Indianapolis, Indiana 46206-0368

Certifies that it has issued and delivered a Group Policy to:

Fifth Third Bank, Indiana, Trustee For The
American United Life Group Insurance Trust For The

Business And Professional Service Industry
(Hereinafter called the Group Policyholder)

L & D Mail Masters, Inc.
shall participate in the coverage as a Participating Unit.

Participating Unit Number: G 00605326-0000-000 Group Policy Number: AULtimate STD1E
Class: 001 Change Effective Date: 05/01/2011

This certificate replaces any and all certificates previously issued to the insured Person under the policy indicated
above.

American United Life Insurance Company (AUL) certifies that the Person whose enrollment form is on file with the
Participating Unit or AUL as being eligible for insurance and for whom the required premium has been paid is insured
under the above numbered policy for group insurance benefits as designated in the Schedule Of Benefits. Benefits as
described in this certificate are subject to change.

This certificate describes the coverage provided in the policy. The policy determines all rights and benefits in this
certificate and may be amended, cancelled, or discontinued at any time by agreement between AUL, the Group
Policyholder, and the Participating Units.

The policy may be examined at the main office of AUL during regular office hours.

Thomas M. Zurek Dayton H. Molendorp
Secretary President and Chief Executive Officer
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GC 3600.2 SECTION 1 - SCHEDULE OF BENEFITS 2005
(STD Plan)

SECTION 1 - SCHEDULE OF BENEFITS

ELIGIBLE CLASS All Eligible Full-Time Employees

CLASS NUMBER 001

Required number of hours worked
for full-time employees

30.00 hours or more per week

STANDARD BENEFITS

BASIC WEEKLY EARNINGS
Description Basic Weekly Earnings (BWE). See Section 2.

CONTINUATION OF PERSONAL
INSURANCE UNDER FMLA

Included. See Section 5B.

CONTINUATION OF PERSONAL
INSURANCE DURING A LEAVE OF
ABSENCE

Included. See Section 5C.

CONTINUATION OF PERSONAL
INSURANCE DURING A TEMPORARY
LAYOFF

Included. See Section 5C.

CONTINUATION OF PERSONAL
INSURANCE DURING A LEAVE OF
ABSENCE FOR ACTIVE MILITARY
SERVICE

Included. See Section 5D.

CONTINUITY OF COVERAGE This benefit is included in this Certificate. See Section 10.

ELIMINATION PERIOD The longer of the period of salary continuance and/or sick leave,
or

Injury 7 day(s)
Sickness 7 day(s)

EMPLOYEE CONTRIBUTIONS Contributions Are Not Required.

GROSS WEEKLY BENEFIT
Percentage Option

66 2/3% of a Person’s Covered Weekly Earnings, not to exceed a
Maximum Weekly Benefit of $1,200.

GUARANTEED ISSUE AMOUNT $1,200 per week. This amount is also the Maximum Weekly
Benefit. See Section 2.
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(STD Plan)

SECTION 1 - SCHEDULE OF BENEFITS
CLASS 001 (Continued)

INDIVIDUAL EFFECTIVE DATE
Initial Employees First Day of Coverage Month. See Section 3.
New Employees First Day of Coverage Month. See Section 3.

INDIVIDUAL REINSTATEMENT First Day of Coverage Month following 30 days. See Section
5A.

INDIVIDUAL TERMINATIONS Immediate. See Section 5.

INTEGRATION Included. See Other Income Benefits, Section 2.
Integration Description Non-Occupational.

MAXIMUM BENEFIT DURATION 13 weeks

MINIMUM WEEKLY BENEFIT $25

PARTIAL DISABILITY This benefit is not included for this class in this Certificate.

PRE-EXISTING CONDITION
Duration 30/30. See Section 9.

RESIDUAL BENEFIT This benefit is not included for this class in this Certificate.

SOCIAL SECURITY INTEGRATION Family Social Security Benefits/Non-Occupational. See Section 2.

WAITING PERIOD
Initial Employees First of the Month following 90 days
New Employees First of the Month following 90 days

WAIVER OF PREMIUM This benefit is not included for this class in this Certificate.

WEEKLY BENEFIT The Gross Weekly Benefit, reduced by Other Income Benefits, if
any. See Section 2.
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(BWE)

SECTION 2 - DEFINITIONS

ACTIVE WORK and ACTIVELY AT WORK means the use of time and energy in the services of the Participating
Unit at the regular place of employment, or an alternative worksite as approved by the Participating Unit and AUL, by
a Person who is physically and mentally capable of performing each of the Material and Substantial duties of his
Regular Occupation on a regular full-time basis. If the alternative worksite is located outside of the United States or
Canada, the Person will be considered to be Actively At Work unless the Person is outside of the United States or
Canada for more than 6 months in any 12 month period.

This includes time off for vacation, jury duty, and funeral leave, where the Person could have been Actively At Work
on that day.

BASIC WEEKLY EARNINGS means the Person’s gross weekly income in U.S. dollars before taxes, received from
the Participating Unit not to exceed a maximum workweek of forty (40) hours. Gross weekly income includes pre-tax
contributions to an employer-sponsored defined contribution plan and a cafeteria plan, if any. These earnings are
based on the amount as last reported to AUL in writing by the Participating Unit, for which premiums were paid and
the coverage amount was approved by AUL in writing, before the date of Disability. Earnings do not include income
received from commissions, bonuses, or expense accounts.

If the Person is paid his annual gross income in less than 52 weeks, the Basic Weekly Earnings shall equal 1/52 of the
annual gross income.

CHILD(REN) means a minor related by blood, marriage or court order that can be claimed as a dependent for federal
income tax purposes, such as:
1) natural born child(ren) of the Person;
2) legally adopted child(ren) of the Person;
3) stepchild(ren) who live with the Person; or
4) child(ren) for whom the Person has legal guardianship.

COSMETIC SURGERY means surgery that is performed to change the texture, shape or structure of any part of the
human body for the purpose of creating a different visual appearance.

CONTRIBUTORY INSURANCE means insurance for which the Person pays part or all of the premium.
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SECTION 2 - DEFINITIONS

COVERAGE MONTH means that period of time beginning on the date shown in each Participating Unit’s
amendment, and ending on the day before that date of the next month.

COVERED WEEKLY EARNINGS means the amount of the Person’s income, in US dollars, received from the
Participating Unit that is insured by the policy. This amount will be the LESSER of:
1) the Basic Weekly Earnings, or
2) the Maximum Weekly Benefit divided by the benefit percentage shown on the Schedule of Benefits.

CURRENT WEEKLY INCOME means the income a Person receives while Disabled, plus the income the Person
could receive if he were working to his Maximum Capacity.

If a Person is employed in a second job, at the same time he is Actively At Work full-time for the Participating Unit,
and becomes Disabled under the policy, the following will apply during the Elimination Period and while receiving
Disability benefits under the policy:
1) Any income received from the second job will be considered Current Weekly Income only to the extent that it

exceeds the average weekly income received from that job during the six-month period immediately prior to
becoming Disabled.

2) If the Person has worked for the second employer less than six months, the income will be averaged for the total
number of months he was employed.

If a Person receives Current Weekly Income in a Lump Sum, the Lump Sum Payment provision will apply.



GC 3600.4B SECTION 2 - DEFINITIONS 2003
(No Part Dis)
(No Residual)

(No Retro)

SECTION 2 - DEFINITIONS

DATE OF HIRE means the first day the Employee is Actively At Work in an eligible class for the Participating Unit
as shown on the Subscription Agreement.

DISABILITY and DISABLED mean Total Disability and Totally Disabled.

Any Disability will be considered the result of Sickness unless the Disability occurs as a result of an Injury and
treatment begins within 30 days of the Injury.

DUE DATE means the first day of the Coverage Month for which the premium is payable.

ELIGIBILITY DATE means the date that an Employee, in an eligible class as shown on the Schedule of Benefits, has
satisfied his Waiting Period and first becomes eligible for insurance under the policy.

ELIMINATION PERIOD means a period of consecutive days of Total Disability for which no benefit is payable. The
Elimination Period begins on the first day of Total Disability and ends on the LATER of:
1) the day ending the period of consecutive days stated on the Schedule of Benefits; or
2) the day ending the period of time for which salary continuance and/or sick leave is received from the Participating

Unit.

EMPLOYEE means any individual who is a full-time employee (or proprietor, partner, or corporate officer) of the
Participating Unit:
1) whose employment with the Participating Unit constitutes his principal occupation;
2) who works at that occupation a minimum number of hours shown on the Schedule Of Benefits;
3) who is working at the Participating Unit’s regular place of business which may include an alternative worksite if

approved by the Participating Unit and AUL;
4) who is not a part-time, temporary, or seasonal employee;
5) who is authorized to work in the United States under applicable state and federal laws; and
6) if approved by AUL:

a) who legally works and resides in Canada;
b) who legally works in the United States and resides in Canada; or
c) who legally works in Canada and resides in the United States.
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(Integration)

SECTION 2 - DEFINITIONS

EVIDENCE OF INSURABILITY means a statement or proof of an Employee’s medical history upon which
acceptance for insurance will be determined by AUL.

FAMILY SOCIAL SECURITY BENEFITS means benefits which the Person and/or his spouse, or Child(ren) are
entitled to receive as a result of the Person’s eligibility for disability insurance benefits or old age insurance benefits
through the Federal Social Security Administration.

GROSS WEEKLY BENEFIT means the Person’s Weekly Benefit, before any reductions for Other Income Benefits.

GUARANTEED ISSUE AMOUNT means the amount of coverage that does not require Evidence Of Insurability.
This amount is shown on the Schedule Of Benefits.

INDIVIDUAL REINSTATEMENT means that Personal Insurance that has been terminated due to cessation of Active
Work may be reinstated in accordance with Section 5A of the policy.

INJURY means bodily injury resulting directly from an accident and that occurs independently of all other causes
while the Person is insured under the policy. This includes all other conditions related to the same Injury sustained by a
Person while insured under the policy.

MALE PRONOUN whenever used includes the female.

MATERIAL AND SUBSTANTIAL DUTIES means duties that:
1) are normally required for the performance of a Person’s Regular Occupation; and
2) cannot be reasonably omitted or modified, except that if the Person is required to work on average in excess of 40

hours per week, AUL will consider the Person able to perform that requirement if he has the capacity to work 40
hours per week.

MAXIMUM BENEFIT DURATION means the maximum period of time that benefits will be payable for Disability.
This period of time is stated on the Schedule Of Benefits.

MAXIMUM CAPACITY means, based on the Person’s restrictions and limitations, the greatest extent of work the
Person is able to do in his Regular Occupation.

MAXIMUM WEEKLY BENEFIT means the maximum amount of benefit payable to a Person on a weekly basis as
stated on the Schedule Of Benefits.

MENTAL ILLNESS means a psychiatric or psychological condition classified in the Diagnostic and Statistical Manual
of Mental Health Disorders (DSM), published by the American Psychiatric Association, most current as of the start of
a Disability. Such disorders include, but are not limited to, psychotic, emotional or behavioral disorders, or disorders
related to stress or to substance abuse or dependency. If the DSM is discontinued or replaced, these disorders will be
those classified in the diagnostic manual then used by the American Psychiatric Association as of the start of a
Disability.

NON-CONTRIBUTORY INSURANCE means insurance for which the Person pays none of the premium.
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(Integration)

(Non Occ)

SECTION 2 - DEFINITIONS

OTHER INCOME BENEFITS means those benefits set out below which the Person, his spouse, or Child(ren) are
entitled to receive. It includes any benefit for which they are eligible, or that is paid to them or a Third Party on their
behalf, including:
1) disability income benefits, including any damages or settlements made in place of such benefits (whether or not

liability is admitted) under:
a) any automobile liability insurance or "no fault" motor vehicle plan, whichever is applicable;
b) a Third Party (after subtracting attorney’s fees) by judgment, settlement or otherwise not to exceed 50% of the

net settlement;
c) state compulsory benefit law, including any state disability income benefit law or similar law;
d) disability benefits from the Veteran’s Administration, or any other foreign or domestic governmental agency,

that begin after a Person becomes Disabled. This includes the amount of any increase in a benefit that a Person
was receiving prior to becoming Disabled if the increase is attributed to the same disability for which the
Person is currently receiving a Weekly Benefit under the policy;

e) any other similar act or law; and
2) any disability income benefit for which the Person is eligible under any other employee welfare benefit plan, or

arrangement of coverage, whether insured or not, as a result of the Person’s employment with the Participating
Unit. However, when the Person’s Basic Weekly Earnings exceed his Covered Weekly Earnings, the Weekly
Benefit will not be reduced by such income unless when combined with the Other Income Benefits the total
exceeds 80% of Basic Weekly Earnings. If it does, the Weekly Benefit will be reduced by the amount that is in
excess of 80% of the Basic Weekly Earnings; and

3) any disability income or retirement benefit that has been received or is eligible to be received from:
a) the Social Security Administration or any similar law, plan or act, including the initial enactment and all

amendments;
b) the Canada Pension Plan;
c) the Quebec Pension Plan;
d) the Railroad Retirement Act; or
e) any other state, provincial or local government act or law or any other similar act or law provided in any

jurisdiction; and
4) any Current Weekly Income.
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(Integration)

(Non Occ)

SECTION 2 - DEFINITIONS

The following items are NOT considered Other Income Benefits and will not be deducted from the Gross Weekly
Benefit payable to the Person:
1) profit sharing plans;
2) thrift or savings plans;
3) Individual Retirement Accounts (IRA) or Roth IRAs, funded wholly by the Person’s contribution;
4) tax sheltered annuities (TSA);
5) stock ownership plans (ESOP);
6) nonqualified deferred compensation plans;
7) Keogh, 401(k) or 403(b) plans;
8) Veteran Administration Benefits except those benefits that are a result of the same Disability for which a Weekly

Benefit is payable under the policy;
9) credit disability insurance;
10) pension plans for partners;
11) individual disability policy paid for by the Person that is not sponsored by the Participating Unit; and
12) a retirement plan from another employer.



GC 3600.5C SECTION 2 - DEFINITIONS 2003
(No Part Dis)

SECTION 2 - DEFINITIONS

PARTICIPATING UNIT means any sole proprietorship, partnership, corporation, limited liability company, limited
liability partnership, firm, school district, individual school, or other instrumentality of a state or political subdivision
thereof, which has been approved by AUL and added by amendment to the policy. An entity that is subsidiary to or
affiliated with the Participating Unit as defined below is eligible for coverage under the policy if it is shown on the
Subscription Agreement or later added by amendment to the policy.

A subsidiary may be included in this definition when the Participating Unit owns more than 50% of the voting stock of
the subsidiary corporation.

An affiliate may be included in this definition when the corporation, limited liability company, proprietorship, or
partnership is under common control with the Participating Unit through stock ownership, contract, common officers,
or otherwise.

The Participating Unit is liable for all premiums due for a subsidiary and affiliate during any period of time the
subsidiary and/or affiliate are insured under the policy. Any notice given to the Participating Unit by AUL shall be
considered notice given to the subsidiary and/or affiliate.

PARTICIPATING UNIT’S EFFECTIVE DATE means the date on which coverage is effective for the Participating
Unit under the policy, as determined by AUL.

PERSON means an Employee who has met the requirements of the ELIGIBILITY and INDIVIDUAL EFFECTIVE
DATE section of the policy.

PERSONAL INSURANCE means the insurance provided under the policy for an insured Person.

PHYSICIAN means a qualified, licensed doctor of medicine or osteopathy, and any other licensed health care provider
that state law requires be recognized as a Physician, and practicing within the scope of his license and applicable law.
Physician does not include a Physician employed by the Participating Unit, the Person, or anyone related by blood or
marriage to the Person.



GC 3600.6C SECTION 2 - DEFINITIONS 2005
(BWE)

(Pre Ex: 30/30)
(Prudent/Not Included)

SECTION 2 - DEFINITIONS

PRE-DISABILITY EARNINGS means the Person’s Basic Weekly Earnings in effect immediately prior to his date of
Disability.

PRE-EXISTING CONDITION means any condition for which a Person would have done any of the following at any
time during the 30 days immediately prior to a Person’s Individual Effective Date of Insurance, whether or not that
condition was diagnosed at all or was misdiagnosed:
1) received medical treatment or consultation;
2) taken or were prescribed drugs or medicine; or
3) received care or services, including diagnostic measures.

PRIOR PLAN means the Participating Unit’s plan of short term disability insurance which terminated on the day
immediately before the Participating Unit’s Effective Date of coverage under the policy.

REGULAR ATTENDANCE means that the Person:
1) personally visits a Physician as medically required according to standard medical practice, to effectively manage

and treat the Person’s Disability;
2) is receiving the most appropriate treatment and care that will maximize his medical improvement and aid in his

return to work; and
3) is receiving care by a Physician whose specialty or clinical experience is appropriate for the Disability.

REGULAR OCCUPATION means a Person’s occupation as it is recognized in the general workplace and according to
industry standards. A Person’s occupation does not mean the specific job tasks a Person does for a Participating Unit
or at a specific location. For Physicians "Regular Occupation" means the area in the practice of medicine that they
were practicing immediately prior to the date Disability started. For attorneys "Regular Occupation" means the practice
of law as defined under applicable laws.

SALARY CONTINUANCE means any payments to a Person, by the Participating Unit, of all or part of his Basic
Weekly Earnings after he becomes Disabled.

SICKNESS means illness, bodily disorder or disease, Mental Illness, normal pregnancy and complications of
pregnancy. Complications of pregnancy are defined as concurrent disease or abnormal conditions significantly
effecting the usual medical management of pregnancy.
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SECTION 2 - DEFINITIONS

SOCIAL SECURITY means the United States Social Security Act or any similar law, plan, or act including the initial
enactment and all amendments.

THIRD PARTY means an individual, entity, or insurance company other than AUL.

TOTAL DISABILITY and TOTALLY DISABLED mean that because of Injury or Sickness:
1) the Person cannot perform the Material and Substantial duties of his Regular Occupation;
2) the Person is not working;
3) the Person is not Partially Disabled; and
4) the Person is under the Regular Attendance of a Physician for that Injury or Sickness.

Any Disability will be considered the result of Sickness unless the Disability occurs as a result of an Injury and
treatment begins within 30 days of the Injury.

If the Person’s Regular Occupation requires a license, loss of this license for any reason does not in itself constitute
Disability.

WAITING PERIOD means the period of days, starting on the Date of Hire, that an Employee must be continuously
Actively at Work while in an eligible class. Initial Employees will be given credit for time served under the
Participating Unit’s prior carrier if the policy replaced the same type of coverage an Employee had with the prior
carrier. The Waiting Period is stated in the Schedule Of Benefits.

WEEKLY BENEFIT means the amount payable weekly by AUL to the Disabled Person. It is the Gross Weekly
Benefit, reduced by Other Income Benefits.
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(Indiv Eff Dt: FOM)
(New EE Elig: FOM)

SECTION 3 - ELIGIBILITY AND INDIVIDUAL EFFECTIVE DATE

INITIAL EMPLOYEE: This is an eligible Employee who is Actively At Work and has completed the Waiting Period
for Initial Employees before the Participating Unit’s original Effective Date.

NEW EMPLOYEE: This is an eligible Employee who was Actively At Work before the Participating Unit’s original
Effective Date, but did not complete the Waiting Period for an Initial Employee prior to that date. It also refers to an
eligible Employee who has completed the Waiting Period for New Employees and was Actively At Work on or after
the Participating Unit’s original Effective Date.

ELIGIBILITY DATE: An Employee who is in an eligible class as shown on the Schedule of Benefits and has
satisfied his Waiting Period becomes eligible for Personal Insurance under the policy on:
1) Initial Employees: the Participating Unit’s original Effective Date of coverage under the policy;
2) New Employees: first day of the Coverage Month following completion of the Waiting Period as shown on the

Schedule of Benefits.

INDIVIDUAL EFFECTIVE DATE OF INSURANCE: This means the date an Employee’s Personal Insurance
becomes effective under the policy. This date only applies to the Maximum Weekly Benefit amount less than or equal
to the Guaranteed Issue Amount shown on the most recent Schedule of Benefits for the Person’s class and will be the
Eligibility Date.

If an Employee is not Actively At Work on the date insurance would otherwise become effective, the Individual
Effective Date of Insurance is the date the Employee returns to full-time Active Work.

AMOUNTS IN EXCESS OF THE GUARANTEED ISSUE AMOUNT: Any portion of the Maximum Weekly
Benefit that exceeds the Guaranteed Issue Amount will require Evidence of Insurability, satisfactory and without
expense to AUL. If the excess portion is approved, the effective date for that portion will be named by AUL. If the
excess portion is not approved by AUL, the Maximum Weekly Benefit will be an amount equal to the Guaranteed
Issue Amount shown on the Schedule of Benefits.
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(STD)

SECTION 4 - CHANGES IN INSURANCE

The effective date of any change for the Person is:
1) the date the request for change is approved by AUL, if the approval date is the first day of a Coverage Month; or
2) the first day of the next Coverage Month, if the request for change is approved after the first day of a Coverage

Month.

If the Person is not Actively At Work on the effective date of change, the Person becomes eligible for the change on
the first day that the Person returns to Active Work.

If the change is an increase of $200 or more in the Maximum Weekly Benefit, the provision entitled PRE-EXISTING
CONDITION EXCLUSION ON AN INCREASED MAXIMUM WEEKLY BENEFIT as shown in Section 9
"EXCLUSIONS" will apply to the increased amount.
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(FMLA)
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(Layoff/EOM)
(LOA)

(Military)

SECTION 5 - TERMINATIONS

INDIVIDUAL TERMINATIONS: A Person will cease to be insured on the EARLIEST of the following dates:
1) the date the policy or the Participating Unit’s coverage under the policy terminates;
2) the date the Person is no longer in an eligible class;
3) the date the Person’s class, as shown on the Schedule Of Benefits, is no longer insured under the policy;
4) the last day for which any required employee contribution has been made;
5) the date the Person requests termination, but not prior to the date of the request;
6) the date employment terminates. Cessation of Active Work will be deemed termination of employment.

However, Personal Insurance will be continued for a Person:
a) during the Elimination Period; or
b) during the period the Person is eligible to receive a Weekly Benefit; or
c) during any temporary leave of absence according to the appropriate Continuation of Personal Insurance benefit

if premiums continue to be paid during the leave, and the benefit was elected by the Participating Unit, shown
on the Schedule of Benefits and approved by AUL; and

d) to the end of the Coverage Month following the month that a Person is temporarily laid off as long as
premiums continue to be paid, if coverage during a temporary layoff was requested by the Participating Unit
on the Subscription Agreement and approved by AUL.

TERMINATION OF A PARTICIPATING UNIT: Insurance for a Participating Unit ceases on the EARLIEST of the
following dates:
1) the date the Participating Unit no longer meets the definition of a Participating Unit;
2) the date the Participating Unit ceases active business operations or is placed in bankruptcy or receivership;
3) the date the Participating Unit loses its entity by means of dissolution, merger, or otherwise;
4) the date the Participating Unit is eliminated as a Participating Unit by an amendment to or change in the policy;
5) the date ending the Coverage Month for which the last premium payment is made for the Participating Unit’s

insurance;
6) at the end of a Coverage Month, provided that AUL has given at least 31 calendar days prior written notice to the

Participating Unit; or
7) at the end of a Coverage Month, if the Participating Unit has given AUL at least 31 calendar days prior written

notice.

If a Person’s insurance is terminated due to the termination of a Participating Unit, the Person’s rights under the policy
are determined as if the policy had terminated on the date the Participating Unit’s coverage terminated.

If coverage for a Participating Unit terminates, the Participating Unit will be liable to AUL for all unpaid premiums for
the period during which the coverage was in force.
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SECTION 5 - TERMINATIONS

TERMINATION OF THE POLICY: AUL may terminate the policy at the end of any policy month by giving at least
31 days prior notice to the Policyholder.

Termination of the policy, or termination of coverage for a Participating Unit, under any conditions will be without
prejudice to any claim incurred prior to termination.

EXTENDED BENEFIT: If the Person is Disabled on the date of termination of insurance, AUL will pay benefits for
Disability:
1) after the Elimination Period has been met, if the Person is not already receiving a Weekly Benefit;
2) during the uninterrupted continuance of the same period of Disability; and
3) subject to the provisions and benefits of the policy as elected by the Participating Unit.

Benefits will be extended to the EARLIEST of the following:
1) the date Current Weekly Income received from any occupation or employment equals or exceeds 80% of the

Pre-Disability Earnings;
2) the date the Person ceases to be Totally Disabled;
3) the date the Person dies;
4) the date ending the Maximum Benefit Duration as shown on the Schedule Of Benefits;
5) the date the Person fails to give AUL required proof of Disability or information required to determine if any

benefits are owed under the policy;
6) the date the Person refuses to allow an examination requested by AUL;
7) the date the Person is no longer under the Regular Attendance and care of a Physician;
8) the date the Person refuses to provide information to AUL to verify the Person’s Current Weekly Income; or
9) the date the Person leaves the United States or Canada and establishes his residence in any other country. A Person

will be considered to reside outside these countries when the Person has been outside the United States or Canada
for a total period of 6 months or more during any 12 consecutive months of benefits.
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(FOM)

SECTION 5A - INDIVIDUAL REINSTATEMENT

INDIVIDUAL REINSTATEMENT: If Personal Insurance terminates under the policy due to cessation of Active
Work for the Participating Unit, it may be reinstated subject to the terms of this Section. Individual Reinstatement
must be requested during the 31-day period immediately following return to Active Work for the Participating Unit in
accordance with the terms stated in this provision. Individual Reinstatement will be to the same eligible class that the
Employee belonged to immediately prior to his termination. AUL may require Evidence of Insurability if
reinstatement is requested to an eligible class that differs from the coverage the Employee had with the Participating
Unit immediately prior to his cessation of Active Work. Reinstatement is subject to payment of required premiums
and that the Participating Unit is currently insured by AUL under the policy.

In addition to the above requirements, the following also applies:

1) If an Employee returns to Active Work within 30 days (consecutive calendar days) of his Individual Termination
date and requests Individual Reinstatement:
a) Personal Insurance will become effective the first day of the Coverage Month immediately following the date

of request for Individual Reinstatement.
b) Evidence of Insurability will not be required for Individual Reinstatement to the same coverage amounts and

eligible class held by the Employee under the policy immediately prior to cessation of Active Work.
c) Credit will be given towards satisfaction of the eligibility Waiting Period and of the Pre-Existing Condition

exclusion or limitation period the Person previously served under the policy. However, any days accumulated
during the period of lapse in coverage will not be credited. The original Individual Effective Date of
Insurance will be used when applying the eligibility Waiting Period and the Pre-Existing Condition exclusion
or limitation period

2) If an Employee returns to Active Work more than the number of consecutive calendar days, shown in 1) above,
after his Individual Termination date and requests Individual Reinstatement:
a) The Employee will be considered a New Employee and subject to the terms of the policy.
b) Eligibility for Personal Insurance, enrollment and his Individual Effective Date Of Insurance will be

determined as stated in the policy.
c) The Waiting Period and Pre-Existing Condition exclusion or limitation period will start anew. The Individual

Reinstatement date will be used when applying the Pre-Existing Condition exclusion or limitation period.
3) If Personal Insurance terminates because of a leave under the Federal Family and Medical Leave Act (FMLA), or

applicable state law, approved by the Participating Unit and the Employee returns to full-time Active Work
immediately following the end of the leave:
a) Personal Insurance will become effective immediately upon the date of request for Individual Reinstatement.
b) Credit will be given towards satisfaction of the Pre-Existing Condition exclusion or limitation period

previously served under the policy, however, the days accumulated during the period of lapse in coverage will
not be credited. The original Individual Effective Date of Insurance will be used when applying the
Pre-Existing Condition exclusion or limitation period.

c) Evidence of Insurability will not be required for Individual Reinstatement to the same coverage amounts and
eligible class that the Employee would have been entitled to prior to the leave.

4) If Personal Insurance terminates because a Person becomes a full-time member of the armed forces of the United
States and he returns to full-time Active Work, the Person’s coverage may be reinstated in accordance with
Uniformed Services Employment and Reemployment Rights Act of 1994 (USERRA) and applicable state law.
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SECTION 5B - CONTINUATION OF PERSONAL INSURANCE
UNDER THE FAMILY AND MEDICAL LEAVE ACT

CONTINUATION OF PERSONAL INSURANCE UNDER THE FAMILY AND MEDICAL LEAVE ACT. If the
Participating Unit approves a leave of absence under the Federal Family and Medical Leave Act (FMLA), a Person’s
coverage under the policy will be continued as stated in this provision. Personal Insurance will continue while a
Person’s leave is covered under FMLA, until the end of the LATER of:
1) the leave period permitted under FMLA or
2) the leave period permitted by applicable state law.

Coverage continued under this Section is subject to the following requirements:
1) the Participating Unit has approved a Person’s leave in writing as a leave taken under FMLA;
2) applicable premiums must continue to be paid to AUL in accordance with the policy (see Section 6 - Premium

Payment); and
3) Basic Weekly Earnings will be the amount last reported to AUL in writing and in effect prior to the date the

Person’s family or medical leave began.

Continuation of Personal Insurance under this provision will cease on the earliest of the following:
1) the date a Person dies;
2) the date a Person’s coverage terminates for nonpayment of premiums;
3) the date a Person begins full or part-time employment with another employer;
4) the date the policy, or the Participating Unit’s coverage under the policy, terminates;
5) the date a Person notifies the Participating Unit that he will not be returning to Active Work;
6) the date a Person’s class is no longer offered under the policy;
7) the date a Person no longer qualifies for an eligible class, as stated in the Schedule of Benefits;
8) the date a Person requests termination of coverage under the policy, but not prior to the date of request.

All terms and conditions of the policy will apply during the approved continuation period provided under this Section,
unless otherwise stated. While Personal Insurance is being continued under this Section, the Person will be
considered exempt from the requirements listed below:
1) the Actively At Work definition; and
2) the applicable number of hours needed to meet the requirement for full-time Employee, as stated in the Schedule

of Benefits.

If the Participating Unit has approved more than one type of Leave of Absence for the Person during any one period,
AUL will consider such leaves to be concurrent for the purpose of determining how long the Person’s coverage may
continue under the policy.
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(Layoff)
(LOA)

(LOA/EOM)
(Military)

SECTION 5C - CONTINUATION OF PERSONAL INSURANCE
DURING A LEAVE OF ABSENCE AND TEMPORARY LAYOFF

LEAVE OF ABSENCE references in this Section mean the Person is absent from Active Work for a temporary period
of time that has been agreed to in advance in writing by the Participating Unit and includes temporary layoffs unless
otherwise stated.

CONTINUATION OF PERSONAL INSURANCE WHILE TEMPORARILY LAID OFF. If the Participating Unit
approves a Temporary Layoff, a Person’s coverage under this policy will be continued to the end of the Coverage
Month following the month in which the layoff begins, as long as premiums continue to be paid, subject to same
requirement as a Leave of Absence.

CONTINUATION OF PERSONAL INSURANCE UNDER A LEAVE OF ABSENCE: If the Participating Unit
approves a Leave of Absence, a Person’s coverage under this policy will be continued to the end of the Coverage
Month following the month that a Person begins a Leave of Absence, as long as premiums continue to be paid, subject
to the following requirements:
1) the Participating Unit has approved a Person’s Leave of Absence in writing;
2) applicable premiums must continue to be paid to AUL in accordance with this policy (see Section 6 - Premium

Payment); and
3) Basic Weekly Earnings will be the amount last reported to AUL in writing and in effect prior to the date the

Person’s Leave of Absence began.

Continuation of Personal Insurance under this provision will cease on the EARLIEST of the following:
1) the date a Person dies;
2) the date a Person’s coverage terminates for nonpayment of premiums;
3) the date a Person begins full or part-time employment with another employer;
4) the date this policy, or the Participating Unit’s coverage under this policy, terminates;
5) the date a Person notifies the Participating Unit that he will not be returning to Active Work;
6) the date a Person’s class is no longer offered under this policy;
7) the date a Person no longer qualifies for an eligible class, as stated in the subscription agreement;
8) the date a Person requests termination of coverage under this policy, but not prior to the date of request.

All terms and conditions of this policy will apply during the approved continuation period provided under this section,
unless otherwise stated. While Personal Insurance is being continued under this Section, the Person will be
considered exempt from the requirements listed below:
1) the Actively At Work definition; and
2) the applicable number of hours needed to meet the requirement for full-time Employee, as stated in the

Subscription Agreement.

If the Participating Unit has approved more than one type of Leave of Absence for the Person during any one period,
AUL will consider such leaves to be concurrent for the purpose of determining how long the Person’s coverage may
continue under the policy.
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SECTION 5D - CONTINUATION OF PERSONAL INSURANCE
DURING A LEAVE OF ABSENCE FOR ACTIVE MILITARY SERVICE

LEAVE OF ABSENCE means the Person is absent from Active Work for a temporary period of time that has been
agreed to in advance in writing by the Participating Unit.

CONTINUATION OF PERSONAL INSURANCE DURING A LEAVE OF ABSENCE FOR ACTIVE MILITARY
SERVICE: If the Person is on a leave of absence for active military service as described under the Uniformed
Services Employment and Reemployment Rights Act of 1994 (USERRA) and applicable state law, the Person’s
coverage may be continued until the end of:
1) the length of time the coverage may be continued under the policy for an FMLA leave of absence; or
2) the length of time the coverage may be continued under the policy for a Leave of Absence other than an FMLA

leave of absence.

Coverage continued under this Section is subject to the following requirements:
1) applicable premiums must continue to be paid to AUL in accordance with this policy (see Section 6 - Premium

Payment); and
2) Basic Weekly Earnings will be the amount last reported to AUL in writing and in effect prior to the date the

Person’s Leave of Absence for active military service began.

Continuation of Personal Insurance under this provision will cease on the earliest of the following:
1) the date a Person dies;
2) the date a Person’s coverage terminates for nonpayment of premiums;
3) the date a Person begins full or part-time employment with another employer;
4) the date this policy, or the Participating Unit’s coverage under this policy, terminates;
5) the date a Person notifies the Participating Unit that he will not be returning to Active Work;
6) the date a Person’s class is no longer offered under this policy;
7) the date a Person no longer qualifies for an eligible class, as stated in the subscription agreement; or
8) the date a Person requests termination of coverage under this policy, but not prior to the date of request.

All terms and conditions of this policy will apply during the approved continuation period provided under this section,
unless otherwise stated. While Personal Insurance is being continued under this Section, the Person will be
considered exempt from the requirements listed below:
1) the Actively At Work definition; and
2) the applicable number of hours needed to meet the requirement for full-time Employee, as stated in the

Subscription Agreement.

If the Participating Unit has approved more than one type of Leave of Absence for the Person during any one period,
AUL will consider such leaves to be concurrent for the purpose of determining how long the Person’s coverage may
continue under the policy.
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SECTION 6 - PREMIUM PAYMENT

PREMIUM PAYMENTS: The Participating Unit is responsible for properly and accurately remitting premium to
AUL on or before the Due Date. All premiums will be calculated and paid in U.S. dollars. At the request of the
Participating Unit and with AUL’s written approval, the interval of premium payments may be changed. Payment of
any premium does not maintain the insurance in force beyond the end of the period for which the premium has been
paid, except as provided under the Grace Period provision. If coverage is Contributory Insurance, premium paid by
the Person may be paid by means of payroll deduction administered by the Participating Unit. Overpayment of
premium will not result in increases in any coverage amounts for the Participating Unit or Persons eligible for benefits
under the policy.

Premiums for a Person’s coverage under the policy shall be charged from the Person’s Individual Effective Date of
Insurance. Premium charges will cease on the Person’s Individual Termination date. However, if the Person is
Disabled on his Individual Termination date, and subsequently becomes eligible for the Extended Benefit, premium
charges will continue until the date the Extended Benefit is terminated.

The above manner of charging premiums applies only to a Person’s insurance that is terminating, but not to the
termination of a Participating Unit. Each premium payment will include adjustments in past premiums for changes that
have not previously been taken into account.

PREMIUM RATES: AUL reserves the right to change premium rates on any date:
1) after the Participating Unit’s coverage has been in effect for 1 year by giving prior written notice to the

Participating Unit at least 31 days before the effective date of the change;
2) the eligibility and/or benefit provisions are changed;
3) the number of Persons insured through the Participating Unit changes by 25% or more; or
4) a subsidiary or affiliate is added to, or deleted from, the Participating Unit’s coverage under the policy.
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SECTION 7 - GENERAL POLICY PROVISIONS

AGENCY: For all purposes of the policy, the Participating Unit acts on behalf of itself or as agent of the Person. Under
no circumstances will the Participating Unit be deemed the agent of AUL without a written authorization.

AMENDMENT AND CHANGES: The policy may be amended in writing by mutual agreement between the
Policyholder, the Participating Unit and AUL, without prejudice to any loss incurred prior to the effective date of the
amendment. No change in the policy is valid until approved in writing by the Chief Executive Officer, President, or
Secretary of AUL. No agent has the authority to change the policy or waive any of its provisions.

ASSIGNMENT: No assignment of any present or future right, or benefit under the policy will bind AUL without its
prior written consent.

CERTIFICATES: AUL will issue a certificate for delivery by the Participating Unit to the insured Persons. The
certificate will summarize a Person’s coverage, from those available under the policy and will state:
1) the benefits provided; and
2) to whom the benefits are payable.

If there is any discrepancy between the provisions of any certificate and the provisions of the policy, the provisions of
the policy will govern.

CLERICAL ERROR: Clerical error on the part of the Participating Unit or AUL will not invalidate insurance
otherwise in force nor continue insurance otherwise terminated.

CONFORMITY WITH STATE LAWS: Any provision of the policy in conflict with the laws of the state in which it is
delivered, is amended to conform to the minimum requirements of those laws.

DATA AND RECORDS: The Policyholder and Participating Unit must furnish all information that AUL reasonably
requires. The Participating Unit must furnish all relevant information to AUL about Persons:
1) who qualify to become insured;
2) whose amounts of insurance or earnings change; and/or
3) whose insurance terminates.

At any reasonable time, AUL or its representatives shall have the right to inspect the records of the Policyholder or
Participating Unit that, in the opinion of AUL, may have a bearing on the insurance coverage provided under the
policy.

DISCRETIONARY AUTHORITY: Benefits under the policy will be paid only if AUL decides in its discretion that
the applicant is entitled to them. Except for the functions the policy explicitly reserves to the Participating Unit or
Trustee, AUL reserves the right to:
1) manage the policy and administer claims under it; and
2) interpret the provisions and resolve any questions arising under it.

AUL’s authority includes, but is not limited to, the right to:
1) establish and enforce procedures for administering the policy and claims under it;
2) determine Employees’ eligibility for insurance and entitlement to benefits;
3) determine what information AUL reasonably requires to make such decisions; and
4) resolve all matters when a claim review is requested.
Any decision that AUL makes, in the exercise of its authority, will be conclusive and final subject to any rights under
Employee Retirement Income Security Act (ERISA). This provision applies only where the interpretation of the
policy is governed by ERISA.
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SECTION 7 - GENERAL POLICY PROVISIONS

ENTIRE CONTRACT: The policy and the applications of the individuals, the Participating Units, and the Policyholder
constitute the entire contract.

GRACE PERIOD: If the Participating Unit or AUL does not give notice in writing that coverage under the policy is to
be terminated, a grace period of 31 days will be granted for the payment of any premium falling due after the first
premium. During the grace period, the Participating Unit’s coverage under the policy will continue in force but will
automatically terminate on the last day of the grace period. The Participating Unit is liable to AUL for payment of
premium for the days of grace during which the Participating Unit’s coverage under the policy remains in force. AUL
is not obligated to pay claims incurred during the grace period until the premium due is received.

INSURANCE FRAUD: AUL wants to ensure that its customers do not incur additional insurance costs as a result of
the act of insurance fraud. Applicable state laws require AUL to undertake measures to detect, investigate and
prosecute fraud.

Anyone that knowingly completes an application for insurance or statement of claim containing any materially false
information or facts, with the intent to deceive, conceal or mislead is committing a fraudulent insurance act. This is a
crime and may subject such Persons to criminal and civil penalties.

MISSTATEMENT OF FACTS: If the age, or any other fact that affects the benefits for a Person or Participating Unit
has been misstated, the benefits will be payable based on the true facts. Premium adjustment will be made so that
AUL will receive the actual premium required based on the true facts.

RELATIONSHIP: AUL and the Participating Unit are, and will remain, independent contractors. Nothing in the
policy shall be construed as making the parties joint venturers or as creating a relationship of employer and employee,
master and servant or principal and agent. Neither party has any power, right or authority to bind the other or to
assume or create any obligation or responsibility on behalf of the other. AUL and the Participating Units each retain
exclusive control of their time and methods to perform their respective duties. AUL and any Participating Unit will
employ, pay and supervise their own employees and pay their own expenses during a Participating Unit’s coverage
under the policy.

STATEMENTS MADE IN AN APPLICATION
All statements made by the Policyholder, the Participating Unit, or insured Persons shall be deemed representations
and not warranties. No such statements will be used to reduce or deny any claim or to cancel the Person’s coverage
unless:
1) the statement is in writing; and
2) a copy of that statement is given to the Person or his Eligible Survivor.

TIME LIMIT ON CERTAIN DEFENSES: Except in the case of fraud, no statement made by the Person relating to his
insurability will be used to contest the insurance for which the statement was made after the coverage has been in force
for two years.

WORKER’S COMPENSATION AND WORKMEN’S COMPENSATION NOT AFFECTED: The policy is not in
lieu of, and does not affect any requirement for coverage by Worker’s or Workmen’s Compensation Insurance.
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SECTION 7A - CLAIM PROCEDURES

INITIAL NOTICE OF DISABILITY: Written notice of Disability must be given to AUL during the Elimination
Period. If written notice cannot be made without the fault of the claimant, AUL must be notified as soon as it is
reasonably possible to do so. Written notice should contain sufficient information to identify the Person. Notices are
not considered given until received by AUL at one of its claims offices.

CLAIM FORMS FOR PROOF OF LOSS: Upon receipt of the Initial Notice of Disability, AUL will furnish the
Participating Unit with any necessary claim forms to give to the Person. These forms must be properly, accurately
and truthfully completed and returned to AUL. If, for any reason, the Person does not receive a claim form within 15
days of request, the Person should submit written proof of Disability. The initial claim form or proof of Disability
must show:
1) claimant’s name;
2) Employer’s name and address;
3) Group number;
4) the date Disability started;
5) the cause of Disability; and
6) the nature and extent of the Disability.

The initial claim form or proof of Disability must be signed by a Physician and sent to AUL within 90 calendar days
following the Elimination Period. If it is not possible to give proof within these limits, it must be given as soon as
reasonably possible thereafter. Proof of claim may not be given later than one year after the time proof is otherwise
required.

AUL will also periodically send the Person additional claim forms or requests for information necessary to determine
eligibility for benefits under the policy. These subsequent claim forms and requests for information must be returned
to AUL within 30 days after the Person receives them.

PHYSICAL EXAMINATION: AUL, at its own expense, has the right to have a Person examined to determine the
existence of any Disability that is the basis for a claim. This right may be exercised as often as is reasonably
necessary, as determined by AUL, and must be performed by a Physician of AUL’s choice.

LEGAL ACTION: No legal action may be brought to obtain benefits under this policy:
1) for at least 60 days after proof of loss has been furnished; or
2) before any denial or reduction of benefits by AUL has been appealed properly in writing; or
3) beyond the expiration of the applicable statute of limitations from the time proof of loss is required to be given.

TIME OF PAYMENT OF CLAIMS: When AUL receives a claim form or proof of Disability, benefits payable under
the policy will be paid weekly during any period for which AUL is liable.

PAYMENT OF CLAIMS: All benefits, other than any survivor benefits, are payable to a Person. If a Person dies
before a benefit to which he was entitled is paid, AUL has the right to pay up to $1,000 to any of the Person’s relatives
to whom AUL considers entitled to such benefits. If AUL pays benefits in good faith to a person who it considers
entitled to such benefits, then AUL will have no obligation to pay such benefits again. The Weekly Benefit will be
calculated and paid in United States dollars, and when necessary, it will be based on the exchange rate effective on the
first day of the Elimination Period.
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SECTION 7A - CLAIM PROCEDURES

RIGHT TO APPEAL: If a Person wishes to appeal AUL’s decision, claimants are allowed 180 days following receipt
of a notification of an adverse benefit determination within which to appeal the determination. Claimants are allowed
the opportunity to submit written comments, documents, records and other information relating to the claim for
benefits. The claimant is entitled to receive, upon request and free of charge, reasonable access to, and copies of, all
documents, records and other information relevant to the claimant’s claim for benefits. Whether a document, record
or other information is relevant to a claim for benefits shall be determined by reference to paragraph (m)(8) of 29
C.F.R. Section 2560.503-1. AUL’s review will take into account all comments, documents, records and other
information submitted by the claimant relating to the claim, without regard to whether such information was submitted
or considered in the initial benefit determination. A claimant has a right to obtain the information about any voluntary
appeal procedures offered by the plan described in paragraph (c)(3)(iv) of 29 C.F.R. Section 2560.503-1 and has a right
to bring an action under section 502(a) of ERISA. A final determination will be provided pursuant to 29 C.F.R.
Section 2560.503-1.

ARBITRATION: Any controversy or claim arising out of or relating to the policy, the sale or solicitation of the
policy, or its breach thereof whether in tort, contract, breach of duty (including but not limited to) any alleged
fiduciary, good faith and fair dealing duties, may be decided by arbitration in accordance with the Federal Arbitration
Act, the procedures of the commercial arbitration rules of the American Arbitration Association, and this agreement.
The Court of Arbitrators, which is to be held in the county seat where the insured resides, shall consist of three (3)
arbitrators familiar with employee welfare benefit plans. The selection of the arbitrators shall be conducted within
thirty (30) days after proper service of a demand for arbitration. One of the arbitrators shall be appointed by AUL,
one by the insured, and the third shall be selected by the first two appointees prior to the beginning of arbitration.
Should the two arbitrators be unable to agree upon the choice of a third, the appointment shall be left to the President
or any Vice President of the American Arbitration Association. The arbitrators shall decide by a majority of votes, the
award shall be in writing, the decision shall be signed by a majority of the arbitrators, and they shall include a
statement regarding the reasons for the disposition of any claim. Judgment on the award rendered by the arbitrators
may be entered by any court having jurisdiction thereof. The parties are not precluded from challenging the decision
under the Federal Arbitration Act or applicable law. Unless not allowed under applicable law, each party shall bear
the expense of its own attorney and arbitrator, and shall share equally with the other party the expenses of the third
arbitrator and of the arbitration.

The parties agree that AUL is engaged in interstate commerce, and the transaction is governed by the Federal
Arbitration Act, 9 U.S.C. Sections 1-16.

Consistent with the expedited nature of arbitration, each party will, upon the written request of the other party,
promptly provide the other with copies of documents relevant to the issues raised by any claim or counterclaim on
which the producing party may rely in support of or in opposition to any claim or defense. Any dispute regarding
discovery, or the relevance or scope thereof, shall be determined by the arbitrator(s), which determination shall be
conclusive. All discovery shall be completed within sixty (60) days following the appointment of the arbitrator(s) or
longer following mutual agreement by the parties.
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SECTION 7A - CLAIM PROCEDURES

RIGHT OF RECOVERY: If benefits have been received for which the Person was not entitled to receive under this
policy, then full reimbursement to AUL is required. Such reimbursement is required whether the overpayment is due
to intentional or innocent misrepresentations by the Person, intentional or innocent misrepresentations by an entity
supplying AUL with information, a claims processing error or miscalculation by AUL or for any other reason. If
reimbursement is not made, then AUL has the right, as allowed under law to:
1) reduce future benefits or any amounts payable under this policy until full reimbursement is made, and
2) recover such overpayments from the Person, from his beneficiary, or estate.

If AUL chooses not to use benefit payments towards the reimbursement, this will not constitute a waiver of AUL’s
rights to reimbursement. This provision will be in addition to, and not in lieu of, any other compensation available to
AUL by law.

SUBROGATION RIGHTS: AUL has the right to be subrogated to any rights a Person may have against a Third
Party. AUL may, at its option, bring legal action to recover benefits it paid in connection with a Person’s Disability.
AUL may do this if a Person:
1) suffers a Disability and, because of any act or omission of a Third Party, becomes entitled to and is paid benefits

under the policy; and
2) does not initiate legal action for the recovery of such benefits from the Third Party within a reasonable period of

time.
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SECTION 8 - INSURING PROVISIONS

WEEKLY BENEFIT FOR TOTAL DISABILITY: AUL will pay Disability benefits, according to the policy, if a
Person becomes Disabled while insured under the policy. When AUL receives proof that a Person is Totally Disabled
due to Sickness or Injury and requires the Regular Attendance and care of a Physician, AUL will pay the Person a
Weekly Benefit after he satisfies the Elimination Period.

The Weekly Benefit will be paid as long as Total Disability continues, provided that proof of continued Total
Disability is submitted to AUL upon request, and the Person is under the Regular Attendance and care of a Physician.
The proof must be submitted at the Person’s expense.

The Weekly Benefit will not exceed the Person’s Maximum Weekly Benefit, nor will it be payable for longer than the
Maximum Benefit Duration shown on the Schedule Of Benefits. Weekly Benefits will not be paid during any period
that a Person is incarcerated in a penal or correctional institution.

PRORATING OF THE WEEKLY BENEFIT: The Weekly Benefit payable for periods of Total Disability less than a
full week’s duration will be a proportionate amount for each day. The Weekly Benefit will be paid on a pro-rata basis
at the rate of 1/7 per day for any period of Total Disability less than one week.

REDUCTIONS TO THE GROSS WEEKLY BENEFIT: The Gross Weekly Benefit will be reduced by Other Income
Benefits as defined in Section 2 of this certificate

COST OF LIVING ADJUSTMENT FREEZE: Cost Of Living Increase means any annual increase reasonably related
to the annual increase in any generally recognized cost of living measurement that applies to all Persons entitled to
receive such benefits. If the Person receives a Cost Of Living Increase with regard to Other Income Benefits after the
date benefits actually become payable under the policy, the Weekly Benefit will not be further reduced by such Cost
Of Living Increase.

MINIMUM WEEKLY BENEFIT: While a Weekly Benefit is payable under the policy, the amount of Weekly Benefit
shall not be less than the Minimum Weekly Benefit shown on the Schedule Of Benefits.
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SECTION 8 - INSURING PROVISIONS

TERMINATION OF THE WEEKLY BENEFIT: The Weekly Benefit for Disability will continue until the
EARLIEST of the date:
1) Current Weekly Income from any occupation or employment equal or exceed 80% of the Pre-Disability Earnings;
2) the Person ceases to be Disabled;
3) the Person dies;
4) the Maximum Benefit Duration shown on the Schedule Of Benefits is completed;
5) the Person fails to give AUL required proof of Disability or information required to determine if benefits are owed

under the policy;
6) the Person refuses to allow an examination requested by AUL;
7) the Person is no longer under the Regular Attendance and continuing care of a Physician;
8) the Person refuses to provide any evidence required by AUL to verify the Person’s Current Weekly Income; or
9) the Person leaves the United States or Canada and establishes his residence in any other country. A Person will be

considered to reside outside these countries when the Person has been outside the United States or Canada for a
total period of 6 months or more during any 12 consecutive months of benefits.

RECURRENT DISABILITY: If, after a period of Disability for which benefits are payable, the Person resumes his
Regular Occupation on a full-time basis and performs each Material and Substantial duty of that occupation for a
period of 30 consecutive days of full-time Active Work, any recurrent Disability will be part of a new period of
Disability and a new Elimination Period must be completed before the Weekly Benefit is payable.

If the Person resumes his Regular Occupation on a full-time basis and performs each Material and Substantial duty of
that occupation for less than 30 consecutive days of full-time Active Work, the recurrent Disability will be considered
part of the prior Disability. The recurrent Disability must be the direct result of the Injury or Sickness that caused the
prior Disability. The Person is not required to complete a new Elimination Period. Benefit payments will be subject to
the terms of the policy for the prior Disability. The Weekly Benefit will be based on the amount of Basic Weekly
Earnings in effect immediately prior to the original Elimination Period.

The Recurrent Disability provision in this Section is only applicable as long as the Participating Unit’s coverage
remains in force with AUL.
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SECTION 8 - INSURING PROVISIONS

SOCIAL SECURITY APPLICATION ASSISTANCE. When AUL determines that a Person is a likely candidate for
Social Security Disability Insurance (SSDI), AUL may assist the Person with the application process for these benefits.

Upon written request, a representative from AUL’s Group Claims Department may supply pertinent information to the
Person about:
1) eligibility for SSDI benefits;
2) how to begin the application process;
3) how to submit an appeal;
4) guidelines established by the Social Security Administration for submitting appeals; and
5) names of organizations offering assistance.



GC 3600.17A SECTION 8 - INSURING PROVISIONS 2003
(Integration)

SECTION 8 - INSURING PROVISIONS

LUMP SUM PAYMENTS: If Other Income Benefits are paid in a lump sum, that sum will be prorated by AUL on a
weekly basis over the period of time for which the sum is payable. If the projected period of time that a lump sum is
intended to cover is not stated, the lump sum will be prorated over a period of 60 months.

APPLICATION FOR OTHER INCOME BENEFITS: If the Person is or becomes eligible for any Other Income
Benefits as defined in the policy, he must:
1) apply for the Other Income Benefits; and
2) appeal any denial for the Other Income Benefits that appears unreasonable.

Until approval or denial of any Other Income Benefits for any Disability is determined, AUL will pay the Weekly
Benefit after the Elimination Period, with no reduction for estimated benefits until the appropriate entity has reached a
decision. When a decision is reached, the Person must send AUL a copy of the determination and reimburse AUL for
any overpayment made as a result of that decision, regardless of whether or not the coverage is still in force on the date
the Person recovers such amount.

Additionally, if an award is made, AUL will reduce the Weekly Benefit by the amount of the Other Income Benefits
the Person received, in accordance with the terms of the policy.
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SECTION 9 - EXCLUSIONS

GENERAL EXCLUSIONS: Benefits are not payable for any Disability caused by, contributed to by, or resulting from:
1) participation in war or any act of war, declared or undeclared;
2) active participation in a riot;
3) attempted suicide, regardless of mental capacity;
4) attempted or actual self-inflicted bodily injury or self destruction, including but not limited to the voluntary

inhaling or taking of:
a) a prescription drug in a manner other than as prescribed by a Physician;
b) any federal or state regulated substance in an unlawful manner;
c) non-prescription medicine in a manner other than as indicated in the printed instructions;
d) poison; and
e) toxic fumes;

5) commission of or attempt to commit a criminal act under relevant state law;
6) Cosmetic Surgery. However, Cosmetic Surgery will be covered when it is due to:

a) reconstructive surgery incidental to, or follows surgery resulting from, trauma, infection or other diseases of
the involved part; or

b) congenital disease or anomaly that has resulted in a functional defect;
7) caused by a Person legally intoxicated as defined by the law of the jurisdiction in which the incident occurs;
8) that occurs while a Person is incarcerated in a penal or correctional institution;
9) participation in autoerotic asphyxiation;
10) elective surgery except when required for the Person’s Regular Attendance as a result of the Person’s Injury or

Sickness;
11) traveling or flying on any aircraft operated by or under authority of military or any aircraft being used for

experimental purposes; or
12) engaging in any illegal or fraudulent occupation, work, or employment; or
13) which is the result of Injury or Sickness due to employment, and for which benefits are payable by any type of

worker’s compensation law or any similar act or law, unless 24-hour Coverage is elected in the Subscription
Agreement.
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SECTION 9 - EXCLUSIONS

PRE-EXISTING CONDITION EXCLUSION:

Benefits will not be paid if the Person’s Disability begins in the first 30 days following the effective date of the
Person’s coverage; and the Person’s Disability is caused by, contributed to by, or the result of a condition, whether or
not that condition is diagnosed at all or is misdiagnosed, for which the Person received medical treatment, consultation,
care or services, including diagnostic measures, or was prescribed drugs or medicines in the 30 days just prior to the
Person’s Individual Effective Date of Insurance.

NOTE: See Section 10 under Continuity of Coverage to determine when benefits may be payable to a Person for a
Disability that results from a Pre-existing Condition.



GC 3600.20B SECTION 9 - EXCLUSIONS 2005
(Continuity)

(STD)
(Prudent/Not Included)

SECTION 9 - EXCLUSIONS

PRE-EXISTING CONDITION EXCLUSION ON AN INCREASED MAXIMUM WEEKLY BENEFIT: This
provision applies to an increase in Maximum Weekly Benefit of $200 or more that occurs after the effective date of
coverage of the Participating Unit.

The policy will not cover the increase in Maximum Weekly Benefit of $200 or more if the Person’s Disability begins
in the first 12 months following the Participating Unit’s effective date of the increase in coverage; and the Person’s
Disability is caused by, contributed to by, or the result of a condition, whether or not that condition is diagnosed at all
or is misdiagnosed, for which the Person received medical treatment, consultation, care or services, including
diagnostic measures, or was prescribed drugs or medicines in the three (3) months just prior to the Person’s effective
date of increase in amount of insurance.

PRE-EXISTING CONDITION EXCLUSION ON AN INCREASED MAXIMUM WEEKLY BENEFIT WHEN
CHANGING CARRIERS: This provision applies to an increase in the Maximum Weekly Benefit when:
1) coverage under this policy replaces a Participating Unit’s prior Short Term Disability Insurance coverage;
2) coverage under this policy has a Maximum Weekly Benefit that is $200 or more in excess of the Participating

Unit’s Prior Plan of coverage; and
3) the Pre-Existing Condition limitation on the Participating Unit’s Prior Plan of coverage was for a period of time of

three (3) months or less.

The policy will not cover the increase in Maximum Weekly Benefit of $200 or more if the Person’s Disability begins
in the first 12 months following the Participating Unit’s effective date of the increase in coverage; and the Person’s
Disability is caused by, contributed to by, or the result of a condition, whether or not that condition is diagnosed at all
or is misdiagnosed, for which the Person received medical treatment, consultation, care or services, including
diagnostic measures, or was prescribed drugs or medicines in the three (3) months just prior to the Person’s effective
date of increase in amount of insurance.



GC 3600.21B SECTION 10 - CONTINUITY OF COVERAGE 2005
(Continuity/Pre-Ex)

(IMM)
(Layoff)

(LOA)

SECTION 10 - CONTINUITY OF COVERAGE

This section applies only when coverage under the policy replaces a Participating Unit’s Prior Plan of short term
disability insurance, which terminated on the day before the Participating Unit’s Effective Date under the policy. This
Section will apply only to Persons insured under the Participating Unit’s Prior Plan on its termination date.

Continuity of Coverage will apply to a Person who would not get full coverage under the policy because of the failure
of the Person to be Actively At Work due to Disability, or approved Leave of Absence, or temporary layoff on the
Participating Unit’s Effective Date of coverage under the policy and/or a Pre-Existing Condition limitation or
exclusion in the policy.

BENEFITS FOR A PERSON WHO FAILS TO BE ACTIVELY AT WORK DUE TO TOTAL DISABILITY:

The policy will cover, subject to proper premium payments, a Person who:
1) was insured under the Prior Plan on its termination date; and
2) is not Actively At Work due to Disability, or approved Leave of Absence, or temporary layoff on the Participating

Unit’s Effective Date of coverage under the policy.

Coverage under this provision will begin on the Participating Unit’s Effective Date of coverage under the policy and
will continue until the EARLIEST of:
1) the date the Person returns to Active Work; or
2) the end of any period of continuance or extension provided under the Prior Plan; or
3) the date coverage would otherwise end, according to the provisions of the AUL policy.

The benefits payable will be the same as the Prior Plan would have paid had coverage remained in force, less any
amount for which the Prior Plan is liable.

This section of the Continuity of Coverage Provision does not establish eligibility for such a Person under the policy.
Eligibility can only be met when the Person returns to full-time Active Work as described in the Eligibility and
Individual Effective Date Section.



GC 3600.22B SECTION 10 - CONTINUITY OF COVERAGE 2005
(Continuity w/Pre-ex)

SECTION 10 - CONTINUITY OF COVERAGE

BENEFITS PAYABLE FOR A DISABILITY DUE TO A PRE-EXISTING CONDITION:

Benefits may be payable for a Disability due to a Pre-Existing Condition for a Person who:
1) was insured by the Prior Plan on its termination date; and
2) has been continuously covered under the AUL policy from the Effective Date of the Participating Unit’s coverage

under the policy through the date the Person’s Disability began.

The benefit payable will be determined by applying the policy’s Pre-Existing Condition Exclusion. If the Injury or
Sickness that causes the Person’s Disability is not excluded under the Pre-Existing Condition Exclusion, then the
Person will be paid the benefits of the policy as elected by the Participating Unit.

If the Injury or Sickness that causes the Person’s Disability is excluded under the Pre-Existing Condition Exclusion of
the policy, and such Injury or Sickness is not excluded under the Prior Plan’s Pre-Existing Condition exclusion, giving
consideration for continuous time the Person is covered under both plans, the Person will be paid the lesser of:
1) the benefits of the policy determined without application of the Pre-Existing Condition exclusion or limitation; or
2) the benefits of the Prior Plan.

If the Injury or Sickness is excluded under the Prior Plan’s Pre-Existing Condition exclusion, giving consideration for
continuous time the Person is covered under both the Prior Plan and the policy, then no benefits will be paid.



NOTICE TO POLICYHOLDERS

Questions regarding your policy or coverage should be directed to:

American United Life Insurance Company
a OneAmerica Company
(800) 553-5318

If you (a) need the assistance of the governmental agency that regulates insurance; or (b) have a complaint you have
been unable to resolve with your insurer you may contact the Department of Insurance by mail, telephone or email:

State of Indiana Department of Insurance
Consumer Services Division
311 West Washington Street, Suite 300
Indianapolis, Indiana 46204

Consumer Hotline: (800) 622-4461; (317) 232-2395

Complaints can be filed electronically at www.in.gov/idoi.







Exhibit I.X – Extraneous Terms Template 

Page 1 of 2 

Extraneous Terms Template 
 (Instructions for Documentation and Submission) 

Offerors shall identify all Extraneous Terms in the table provided on the following page, and shall adhere to all 
instructions below for preparing the table.  

INSTRUCTIONS: 

IFB Section  
and Sub-Section 
Reference: The Offeror must insert the exact IFB Section, and Sub-Section number of the 

requirement(s) that the Offeror is proposing to modify.  The Offeror must insert the 
nature of the proposed change and its impact on the Requirement. 

IFB Requirement: The Offeror must insert a concise description of the requirement(s) that the Offeror is 
proposing to modify. 

Proposed  
Extraneous Term 
Type:  The Offeror must insert a one-word description, of the type of modification to each of the 

requirement(s) that the Offeror is proposing to modify, selected from the following list: 
□ Additional;
□ Supplemental;
□ “Or Equal”; or
□ Alternative

Proposed  
Extraneous  
Term: The one-word description must be followed by proposed alternate wording of the 

requirement(s).   

Impact on IFB  
Requirement: The Offeror should describe the impact of the alternate wording.  Then, the comments 

should explain how the modification(s) would benefit the State and provide best value.  If 
there is a corresponding impact on the Administrative, Technical or Financial Section(s), 
that impact should be explained here with reference(s) to the parts of the volume(s) that 
are affected.  However, DO NOT INCLUDE ANY COST DATA IN THE 
ADMINISTRATIVE OR TECHNICAL SECTIONS. 

The Offeror must use the table format described above and detailed on the following page to 
summarize its proposed Extraneous Terms, if any.  The Offeror may refer to more voluminous 
narratives, tables, figures and appendices that more fully describe aspects of the Extraneous Terms, 
provided that the additional material is fully cross-referenced by this required table. 



Exhibit I.X – Extraneous Terms Template 

Page 2 of 2 

Extraneous Terms Template 

EXTRANEOUS TERM(S) 

No. 

IFB Section 
and Sub-
Section 

Reference 

IFB Requirement Proposed Extraneous Term Type 

1. 

□ Additional;
□ Supplemental;
□ “Or Equal”; or
□ Alternative

Proposed Extraneous Term(s): 

Impact on IFB Requirement: 

N/A N/A

N/A

N/A







Exhibit I.U.1 - Key Subcontractors or Affiliates 

 

The Offeror must complete and submit this Exhibit as part of its Administrative Section. A separate 
form should be completed for each Key Subcontractor or Affiliate, if any. If the Offeror will not be 
subcontracting with any Key Subcontractor(s) or Affiliate(s) to provide any of the services required 
under the IFB, the Offeror must complete and submit a single Exhibit I.U.1 to that affect. 
 
INSTRUCTION:  Prepare this form for each Key Subcontractor or Affiliate 
Offeror’s Name: Health Management Systems, Inc. (HMS) 
 
The Offeror: 

 is  
� is not 
proposing to utilize the services of a Key Subcontractor(s) or Affiliate(s) to provide 
Program Services 
 
 is  
� is not 
proposing to utilize the services of a subcontractor(s) to provide Program Services 
totaling $100,000 or more during the term of the 5 year agreement 

 
Subcontractor’s Legal Name:  
Business Address:  
Subcontractor’s Legal Form:  Corporation � Partnership � Sole Proprietorship  

� Other   __________________ 
 
As of the date of the Offeror’s Proposal, a subcontract  

 has  
� has not 
been executed between the Offeror and the subcontractor(s) for services to be provided 
by such subcontractor(s) relating to Dependent Eligibility Audit Services Program 
Services. 

 
 
In the space provided below, describe the Key Subcontractor’s or Affiliate’s role(s) and 
responsibilities regarding Program Services to be provided. 

 
 
Relationship between Offeror and Key Subcontractor or Affiliate for Current Engagements: 
(Complete items 1 through 5 for each client engagement identified) 
1. Client:   
2. Client Reference Name and 

Phone # 
 

3. Program Title:   
4. Program Start Date:   
5. In the space provided below, Program Status: 

 
6. In the space provided below, describe the roles and responsibilities of the Offeror and 

subcontractor in regard to the program identified in 3, above: 
  

Relationship between Offeror and Key Subcontractor or Affiliate for Current Engagements: 
(Complete items 1 through 5 for each client engagement identified) 



Exhibit I.U.1 - Key Subcontractors or Affiliates 

1. Client:  
2. Client Reference Name and

Phone #
 

3. Program Title:  
4. Program Start Date:  
5. In the space provided below, Program Status:

 
6. In the space provided below, describe the roles and responsibilities of the Offeror and

subcontractor in regard to the program identified in 3, above:
. 

Relationship between Offeror and Key Subcontractor or Affiliate for Current Engagements: 
(Complete items 1 through 5 for each client engagement identified) 
1. Client:  
2. Client Reference Name and

Phone #
 

3. Program Title:  
4. Program Start Date:  
5. In the space provided below, Program Status:

 
6. In the space provided below, describe the roles and responsibilities of the Offeror and

subcontractor in regard to the program identified in 3, above:
 





Exhibit I.V - Program References 

Reference #:   _____________ 

Current or Former Customer?: ______________________ 

Abstract 

Customer For Whom Services Were Performed:  
_______________________________________________________________________ 

Number of covered Lives: __________________________________________________ 

Customer Address: 
________________________________________________________________________ 

________________________________________________________________________ 

_______________________________________________________________________ 

Program Description:  (The Offeror should submit specific details concerning the program 
identified in satisfaction of the requirements in IFB, Section III.E.  This information should be 
provided as an attachment to this form and the information provided should support the 
Offeror’s assertion that it can successfully implement and administer programs of the scope 
and complexity as set forth in this IFB# DEAS-2015-1.) 

Program Contact References: (Required And Will Be Verified)  (Attach 2 current and 1 former 
client reference) 

Contact Name: _____________________    Contact Title:  
_____________________________ 

Phone Number: __________   E-Mail Address: 
___________________________ 

Contact Name:  _____________________   Contact Title:  
_____________________________ 

Phone Number:  __________    E-Mail Address: 
___________________________ 

Former

CalPERS

1,300,000

400 Q Street, Sacramento, CA 95814

Jan Falzarano     Assistant Division Chief

      

Karen Perkins     Manager, Market Evaluation and Decision Support

5     

2012-6685



Client: CalPERS 
For more than eight decades, CalPERS has built retirement and health security for state, school, and 

public agency members who invest their lifework in public service. The Pension Fund serves more 

than 1.7 million members in the CalPERS retirement system and administers benefits for nearly 1.4 

million members and their families in its health program, making it the largest defined-benefit 

public pension in the U.S. CalPERS’ total fund market value current stands at approximately $296 

billion. 

 

HMS won the contract to complete a dependent eligibility review of all dependents similar to ones 

requested in this IFB including spouse, registered domestic partner, children, adopted children, step or 

domestic partner’s children, certified primary care children, and certified disabled children on any age 

enrolled on the CalPERS health care plan. Verification started in July 2013 and finished in March 2015. 

For the first phase, HMS findings helped CalPERS remove 8,940 ineligible dependents from the plan, 

representing more than 2% of dependents enrolled. The verification phase alone generated an estimated 

3,200% return on investment. The project is completed and additional savings are expected once 

CalPERS reports the final numbers.  
 

The table below indicates the participation of project managers and key staff on the CalPERS project that 

are proposed in the IFB.  

 

Name Project Role 

Kelly Ruiz Project Coordinator 

Sara Cooke Project  

Benjamin K. Schy IT Director 

Rebecca Johnson Operations Manager 

 

 



Exhibit I.V - Program References 

Reference #:   _____________ 

Current or Former Customer?: ______________________ 

Abstract 

Customer For Whom Services Were Performed:  
_______________________________________________________________________ 

Number of covered Lives: __________________________________________________ 

Customer Address: 
________________________________________________________________________ 

________________________________________________________________________ 

_______________________________________________________________________ 

Program Description:  (The Offeror should submit specific details concerning the program 
identified in satisfaction of the requirements in IFB, Section III.E.  This information should be 
provided as an attachment to this form and the information provided should support the 
Offeror’s assertion that it can successfully implement and administer programs of the scope 
and complexity as set forth in this IFB# DEAS-2015-1.) 

Program Contact References: (Required And Will Be Verified)  (Attach 2 current and 1 former 
client reference) 

Contact Name: _____________________    Contact Title:  
_____________________________ 

Phone Number: __________   E-Mail Address: 
___________________________ 

Contact Name:  _____________________   Contact Title:  
_____________________________ 

Phone Number:  _________    E-Mail Address: 
___________________________ 

Current

Illinois Central Management Services

285,000 (includes members, dependents, retirees)

801 South 7th Street, 2M, Springfield, IL 62703

Diann Reed     Manager Local Government Health Plan 

     

IPB:20029332 Contract#: CIBADEVA01

Grant Brauer     Agency Services Manager

     



Client: Illinois Central Management Services 
The state of Illinois Department of Central Management Services provides support for the employees of 

the State including: Employee Benefits, Personnel Services, Property Management, Communications and 

Computer Services.  Benefits are provided to over 285,000 covered members and include programs for:  

Active State Employees, Local Government Employees, Retired Teachers, and College Retirees.  Illinois 

CMS contracted with HMS in 2013 to provide eligibility verification of all dependents of members 

enrolled in a State health insurance plan.  The contract runs through 6/30/2018.   

CMS contracted HMS to complete a Dependent Eligibility audit and wanted to separate the population 

into four different cycles. Two of the cycles were completed in 2014 and then the project was temporarily 

put on hold pending a change in administration due to a new Governor. HMS worked with the CMS Staff 

to develop a program that meets the needs of the State, including a detailed mailing schedule with specific 

follow up protocol, a variety of monthly reports, and weekly status meetings.  HMS also provided training 

on usage of AuditOS, HMS’s online portal for employees to submit their responses and for CMS to use in 

reporting and tracking.  At this time, the two remaining cycles are in implementation with scheduled 

mailing dates of 7/2015 and 8/2015. This scope of work supports our assertion that we can successfully 

implement and administer programs of the scope and complexity set forth in this IFB.   

The table below indicates the participation of project managers and key staff on the IL project that are 

proposed in the IFB.  

Name Project Role 

Kelly Ruiz Project Manager 

Sara Cooke Project Coordinator 

Rebecca Johnson Operations Manager 



Exhibit I.V - Program References 

Reference #:   _____________ 

Current or Former Customer?: ______________________ 

Abstract 

Customer For Whom Services Were Performed:  1199SEIUFund 
_______________________________________________________________________ 

Number of covered Lives: 157,000 (ongoing)__________________________________ 
Customer Address: 310 West 43rd Street, New York, NY 
10036___________________________________________________________________
_____ 
________________________________________________________________________ 

_______________________________________________________________________ 

Program Description:  (The Offeror should submit specific details concerning the program 
identified in satisfaction of the requirements in IFB, Section III.E.  This information should be 
provided as an attachment to this form and the information provided should support the 
Offeror’s assertion that it can successfully implement and administer programs of the scope 
and complexity as set forth in this IFB# DEAS-2015-1.) 

Program Contact References: (Required And Will Be Verified)  (Attach 2 current and 1 former 
client reference) 

Contact Name: _____________________    Contact Title:  
_____________________________ 

Phone Number: __________   E-Mail Address: 
___________________________ 

Contact Name:  _____________________   Contact Title:  
_____________________________ 

Phone Number:  _________    E-Mail Address: 
___________________________ 

Current

Ann Filloramo     Special Assistant Implementation Support

      

00005185

Donna Rey     Chief Administrative Officer

     



Client: 1199SEIUFund 
HMS conducted a comprehensive document based dependent audit for 1199SEIUFund  to verify the 

eligibility of spouse, child, and domestic partner dependents covered by the organization’s medical plans.  

The project was completed in several stages, with the Planning Period beginning on October 21
st
 2013, 

and the final stage closing on September 30
th
, 2014.  Of the 123,169 dependents enrolled in the medical 

plans, 18.4% were deemed to be ineligible, for a projected cost avoidance savings of $67,959,000 and a 

project ROI of 6,863%. 

HMS sent approximately 293,085 communications during this audit and processed nearly 164,735 

documents. The client has numerous plans that feature multiple eligibility types and definitions, which 

represented a significant challenge. HMS provided multiple sets of customized communications 

addressing all of these subtle details in a way that helped members easily understand what they needed to 

do to complete the audit. Because creating clear, client-approved communications is at the heart of our 

successful process, we were able to successfully overcome this challenge for 1199 and can do the same 

for NYSHIP. 

A highlight of 1199’s satisfaction with HMS was the reporting and resources available 24/7 to 

administrators through our robust AuditOS™ platform. The ability to track the audit in real-time was a 

major factor in making the audit a positive experience.  Exceptional, dedicated Project Management was 

another key to the success of this audit. 

The table below indicates the participation of project managers and key staff on the 1199 project that are 

proposed in the IFB.  

 

Name Project Role 

Rebecca Johnson Operations Manager 

 

 



Exhibit I.V - Program References 

Reference #:   _____________ 

Current or Former Customer?: ______________________ 

Abstract 

Customer For Whom Services Were Performed:  
_______________________________________________________________________ 

Number of covered Lives: __________________________________________________ 

Customer Address: 
________________________________________________________________________ 

________________________________________________________________________ 

_______________________________________________________________________ 

Program Description:  (The Offeror should submit specific details concerning the program 
identified in satisfaction of the requirements in IFB, Section III.E.  This information should be 
provided as an attachment to this form and the information provided should support the 
Offeror’s assertion that it can successfully implement and administer programs of the scope 
and complexity as set forth in this IFB# DEAS-2015-1.) 

Program Contact References: (Required And Will Be Verified)  (Attach 2 current and 1 former 
client reference) 

Contact Name: _____________________    Contact Title:  
_____________________________ 

Phone Number: __________   E-Mail Address: 
___________________________ 

Contact Name:  _____________________   Contact Title:  
_____________________________ 

Phone Number:  ____________________    E-Mail Address:  
___________________________ 

Current

Fidelity

112,000

82 Devonshire Street, Boston, MA 02109

Laurie Quintal     Director, Health Solutions

       

30243309



Client: Fidelity 
HMS initially conducted a dependent audit for Fidelity in 2010 to verify the eligibility of all dependents 

covered by the organization’s medical and dental plans. The planning period began on April 28
th
, 2010 

and the audit closed on September 21
st
, 2010. Of the 50,329 dependents enrolled in the medical plans, 

1,619 were deemed to be ineligible, for a cost avoidance savings of $4,636,816 and a project ROI of 

821%. HMS sent approximately 71,000 communications during this audit and processed over 37,000 

documents. 

The initial success of this audit led Fidelity to pursue a Dependent Audit as a unique solution for their 

own considerable clientele.  

HMS now provides Dependent Audit services to some of the most recognizable organizations in the  

country through our major partner Fidelity including: State Street, The Hartford, Miller-Coors, General 

Dynamics, Dunn and Bradstreet, HD Supply, General Motors and Merck. All of these organizations rely 

on HMS to provide perpetual verification services. 

The table below indicates the participation of project managers and key staff on the Fidelity project that are 

proposed in the IFB.  
 

Name Project Role 

Kelly Ruiz Project Manager 

Sara Cooke Project Coordinator 

Rebecca Johnson Operations Manager 

Benjamin K. Schy IT Director 
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Special Note Regarding Forward-Looking Statements  

         This Annual Report on Form 10-K contains "forward-looking statements" within the meaning of the U.S. Private Securities Litigation 
Reform Act of 1995. From time to time, we also provide forward-looking statements in other materials we release to the public, as well as oral 
forward-looking statements. Such statements give our expectations or forecasts of future events; they do not relate strictly to historical or 
current facts.  

         We have tried, wherever possible, to identify such statements by using words such as "anticipate," "estimate," "expect," "project," "intend," 
"plan," "believe," "will," "target," "seek," "forecast" and similar expressions and references to guidance. In particular, these include statements 
relating to future actions, business plans, objectives and prospects, future operating or financial performance or results of current and 
anticipated services, acquisitions and the performance of companies we have acquired, sales efforts, expenses, interest rates and the outcome of 
contingencies, such as financial results.  

         We cannot guarantee that any forward-looking statement will be realized. Forward-looking statements are based on our current 
expectations and assumptions regarding our business, the economy and other future conditions. Should known or unknown risks or uncertainties 
materialize, or should underlying assumptions prove inaccurate, actual results could differ materially from past results and those anticipated, 
estimated or projected. We caution you, therefore, against relying on any of these forward-looking statements. They are neither statements of 
historical fact nor guarantees or assurances of future performance. Factors that could cause or contribute to such differences include, but are 
not limited to, those discussed in this Annual Report on Form 10-K and in particular, the risks discussed under the heading "Risk Factors" in 
Part I, Item 1A of this Annual Report on Form 10-K and those discussed in other documents we file with the Securities and Exchange 
Commission.  

         Any forward-looking statements made by us in this Annual Report on Form 10-K speak only as of the date on which they are made. Factors 
or events that could cause actual results to differ may emerge from time to time and it is not possible for us to predict all of them. We undertake 
no obligation to publicly update forward-looking statements, whether as a result of new information, future events or otherwise, except as may 
be required by law. You are advised, however, to consult any further disclosures we make on related subjects in our Form10-Q and Form 8-K 
reports to the Securities and Exchange Commission.  

 
PART I  

Item 1.    Business.  

         HMS Holdings Corp. is a holding company whose principal business is conducted through its operating subsidiaries. Unless the context 
otherwise indicates, references in this Annual Report to the terms "we," "our" and "us" refer to HMS Holdings Corp., and its subsidiaries and its 
affiliates.  

General Overview  

        We operate in the U.S. healthcare insurance benefit cost containment marketplace. We provide coordination of benefits services to 
government and private healthcare payers and sponsors to ensure that the responsible party pays healthcare claims. Our payment integrity 
services ensure that healthcare claims billed are accurate and appropriate. Together, these various services help customers recover amounts from 
liable third parties; prevent future improper payments; reduce fraud, waste and abuse; and ensure regulatory compliance.  

        Demand for our services arises, in part, from healthcare funds spent in error, where another payer was actually responsible for the cost of 
the healthcare claim, or a mistake was made in applying complex claim processing rules. According to the Centers for Medicare & Medicaid 
Services ("CMS") National Health Expenditures ("NHE") 2013-2023 projections and error rates published on paymentaccuracy.gov, the 
government estimates that improper payments in the Medicaid and Medicare programs totaled $89 billion  
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in 2014. Our services focus on containing costs by detecting and reducing the errors that result in improper payment, and our revenues are based, 
in part, on the amounts we recover for our customers.  

       Our customers are government health agencies, including CMS, the Veterans Health Administration ("VHA") and state Medicaid agencies; 
commercial health plans, including Medicaid managed care, Medicare Advantage and group and individual health lines of business; government 
and private employers; child support agencies; and other healthcare payers and sponsors.  

       We have grown both organically and through targeted acquisitions. Initially, we provided coordination of benefits services to state 
Medicaid agencies. When Medicaid began to delegate members to managed care organizations, we began providing similar coordination of 
benefits services to those plans. We launched our payment integrity services in 2007 and have since acquired several businesses to expand our 
service offerings. In 2009, we began providing cost containment services for Medicare with our acquisition of IntegriGuard, LLC 
("IntegriGuard"), which is now doing business as our wholly owned subsidiary HMS Federal, providing fraud, waste and abuse analytical 
services to the Medicare program, the Veterans Health Administration ("VHA") and the Department of Defense. In 2009 and 2010, we began 
providing cost containment services to large self-funded employers through our acquisitions of Verify Solutions, Inc. and Chapman Kelly, Inc. 
In 2011, we expanded our cost benefit services among federal, state and commercial payers with our acquisition of HealthDataInsights, Inc. 
("HDI"). HDI provides improper payment identification services for government and commercial health plans, and is the Medicare Recovery 
Audit Contractor ("RAC") in CMS Region D, covering 17 states and three U.S. territories. In December 2012, we extended our workers' 
compensation recovery services to commercial health plans through our asset purchase of MedRecovery Management, LLC ("MRM").  

       As of December 31, 2014, we served CMS, the VHA, 46 state Medicaid programs and the District of Columbia. We also provided services 
to approximately 220 commercial customers and supported their multiple lines of business, including Medicaid managed care, Medicare 
Advantage and group and individual health. We also served as a subcontractor for certain business outsourcing and technology firms.  

       Our 2014 revenue was $443.2 million, a decrease of $48.6 million, or 9.9%, from 2013 revenue of $491.8 million, primarily as a result of 
the substantial decline in Medicare RAC revenue, which was partially offset by the expansion of services to our existing customers and growth 
through serving commercial customers.  

The Healthcare Environment 

       The largest government healthcare programs are Medicare, the healthcare program for aged and disabled citizens that is administered 
individually by CMS and Medicaid, the program that provides medical assistance to eligible low income individuals, which is also regulated by 
CMS, but administered by each state. For 2015, Medicare and Medicaid are projected to pay approximately 44% of the nation's healthcare 
expenditures and to have served over 124 million beneficiaries. Many of these beneficiaries are enrolled in managed care plans, which have the 
responsibility for both patient care and claim adjudication; increasingly, states are expanding their use of managed care for certain populations 
and geographic areas.  

       By law, the Medicaid program is intended to be the payer of last resort; that is, all other available third party resources must meet their legal 
obligation to pay claims before the Medicaid program pays for the care of an individual enrolled in Medicaid. Under Title XIX of the Social 
Security Act, states are required to take all reasonable measures to ascertain the legal liability of "third parties" for healthcare services provided 
to Medicaid recipients. Since 1985, we have provided state Medicaid agencies with services to identify third parties with primary liability for 
Medicaid claims, and since 2005, we have provided similar services to Medicaid managed care plans.  

       Signed into law in February 2006, the Deficit Reduction Act of 2005 (the "DRA") established a Medicaid Integrity Program to increase the 
government's capacity to prevent, detect and address fraud,  
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waste and abuse in the Medicaid program. The DRA also added new entities, such as self-insured plans, Pharmacy Benefit Managers ("PBMs") 
and other "legally responsible" parties to the list of entities subject to the third party liability provisions of the Medicaid statute. These measures, 
at both the federal and state level, have strengthened our ability to identify and recover erroneous payments made by our customers.  

        The Patient Protection and Affordable Care Act (the "ACA") was signed into law on March 23, 2010, and amended on March 30, 2010. 
Upheld by the U.S. Supreme Court in June 2012, this legislation touches almost every sector of the healthcare system, and we believe it provides 
us with a range of growth opportunities across a number of services. We are focused on four critical areas related to this legislation:  

•  Medicaid Expansion  
 

•  Eligibility Verification  
 

•  Payment Integrity, and  
 

•  Employer-Sponsored Health Coverage  

        Medicaid Expansion:     States that expand their Medicaid programs in accordance with the ACA will receive federal funding for the total 
cost of the expansion for a period of three years, and reduced funding thereafter. By the end of 2014, more than half of the states opted to expand 
their Medicaid programs as provided under the ACA. According to CMS projections for national health expenditures for 2013-2023 ("CMS 
NHE Projections"), the number of individuals enrolled in Medicaid and the Children's Health Insurance Program ("CHIP") is expected to 
increase from 76 million in 2015 to 86 million in 2023, with expenditures over the same period expected to increase from $556 billion to 
$942 billion. As a result, we anticipate a considerable increase in the need for our cost containment services by states and the managed care 
organizations they use. We believe that our strong history of successful contracting with Medicaid agencies and Medicaid managed care 
organizations will enable us to provide value-added services to help control the costs for this expanded population.  

        Eligibility Verification:     The ACA calls for increased efficiency, automation and administrative simplification in addressing program 
eligibility determination, both as a component of the health insurance exchange marketplaces and as a pathway to the more effective 
management of existing entitlement programs. Driven both by insurance marketplace requirements and by the pressures to achieve program 
efficiency and simplification, CMS and states are increasingly moving to implement solutions involving automation of the verification of 
eligibility, bringing in increased external data and analytics relating to supporting eligibility decision-making.  

        Payment Integrity:     The ACA contains a number of provisions for combating fraud, waste and abuse throughout the healthcare system, 
including in Medicaid and Medicare. These initiatives include: (i) requiring state Medicaid agencies to contract with state Medicaid RACs and 
deploy programs modeled on CMS' existing Medicare RAC Program, (ii) expanding CMS' Medicare RAC Program to include Medicare Part C 
and D, (iii) establishing a national healthcare fraud, waste and abuse data collection program and (iv) increasing scrutiny of providers and 
suppliers who want to participate in Medicare, Medicaid and other federally-funded programs. In addition, the ACA allows for significant 
increases in funding for these and other fraud, waste and abuse efforts. We continue to expand our current partnerships with CMS, states and 
health plans to provide innovative ideas for increasing our support of their new payment integrity initiatives.  

        Employer-Sponsored Health Coverage:     The ACA largely preserves and builds upon the existing employer-sponsored health coverage 
model. Though not all employers will be required to provide healthcare coverage, large employers (i.e. those with 50 or more full time 
equivalents) will be penalized starting in 2015 if (a) they do not offer coverage (or if they offer coverage that does not meet certain requirements) 
and (b) one or more of their full time employees receives a federal tax credit or cost sharing subsidy through a health insurance exchange. 
Employers will also be prohibited from imposing waiting  
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periods for enrollment of more than 90 days. We believe that these requirements, coupled with the Medicaid expansion and implementation of 
health insurance exchanges, will result in more overlapping coverage situations and an opportunity for our employer customers and Medicaid to 
collaborate. We expect that we will be able to offer a range of audit services to employers of all sizes, which will be valuable as these employers 
extend coverage to their employees.  

Principal Products and Services 

       Our coordination of benefits offering to customers consists of services that draw principally upon proprietary information management and 
data mining techniques to assure that the right party pays a healthcare claim. Our payment integrity offering to customers also consists of a 
variety of services designed to assure that the billing itself is accurate and appropriate. As a result of our services, customers received billions of 
dollars in cash recoveries in 2014, and saved billions more through the prevention of erroneous payments.  

       Our services are applicable to the federal, state and commercial health plans and address errors across the payment continuum, from an 
individual's enrollment in a program before any medical service is rendered, to pre-payment review of a claim by a payer, through recovery audit 
where discovery of an improper payment is made. Our services also address the wide spectrum of payment errors, from eligibility and 
coordination of benefits errors, to the identification and investigation of potential fraud, and extend to most claim types.  

 In general, our range of services includes the following: 

• Coordination of benefits services.   We provide cost avoidance services, in which we provide validated insurance coverage
information that is used by government-sponsored payers to coordinate benefits properly for incoming claims. With validated 
insurance information, Medicaid can avoid unnecessary costs by ensuring that it pays only after all other benefits available have
been exhausted, thereby complying with federal regulations that require Medicaid to be the payer of last resort. Nevertheless, due
to a variety of factors, some Medicaid claims are paid even when there is a known responsible third party. Our government-
sponsored program customers rely on us to identify dollars paid in error and we also provide services to recover these amounts 
from the liable third party. For Medicaid agencies exclusively, we also provide estate recovery services to identify and recover 
Medicaid expenditures from the estates of deceased Medicaid members in accordance with state policies. Further, we provide
services to assist customers in identifying other third-party
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insurance and recovering medical expenses where a member is involved in a casualty or tort incident.  

•  Payment integrity services.   Our payment integrity services are designed to verify that medical services are utilized, billed and 
paid appropriately. Our services combine data analytics, clinical expertise and proprietary technology to identify improper 
payments on both a pre-payment and post-payment basis; identify and recover overpayments/underpayments; detect and prevent 
fraud, waste and abuse; and identify process improvements.  
 

•  Eligibility verification services.   Our eligibility verification services are designed to ensure that individuals meet qualifying 
criteria for enrollment in a healthcare program. These services include asset and income verification, premium assistance, 
dependent eligibility audits and other verification solutions.  

Customers  

        Our customers are government health agencies, including CMS, the VHA and state Medicaid agencies; commercial health plans, including 
Medicaid managed care, Medicare Advantage and group and individual health lines of business; government and private employers; child 
support agencies; and other healthcare payers and sponsors.  

        Our largest customer in 2014 accounted for 9.5%, 5.6% and 6.4% of our total revenue for the years ended December 31, 2014, 2013 and 
2012, respectively. We provide services to this customer pursuant to a contract that was originally awarded in January 2008 and extends through 
April 2015. Our services were expanded in 2011 to designate us as the Medicaid RAC for this customer through September 2016. We are 
currently preparing for the reprocurement of this contract. Our failure to reprocure this contract would have a material adverse effect on our 
financial condition, results of operations and cash flows.  

        Our second largest customer in 2014 accounted for 5.3%, 4.6% and 5.2% of our total revenue for the years ended December 31, 2014, 2013 
and 2012, respectively. We provide services to this customer pursuant to a contract that expires in January 2016. Our failure to reprocure this 
contract would have a material adverse effect on our financial condition, results of operations and cash flows.  

        Our third largest customer in 2014 accounted for 5.0%, 22.3% and 18.2% of our total revenue for the years ended December 31, 2014, 2013 
and 2012, respectively. It has been our customer since 2006. Our largest contract with this customer is through HDI, under which HDI has 
served as the Medicare RAC for Region D since October 2008 and which, after multiple contract modifications, now provides for a term that 
expires December 31, 2015. Given that HDI's Medicare RAC contract with this customer is one of our largest contracts and represents a 
significant potential business opportunity for us, our business, financial condition, results of operations and cash flows would be adversely 
affected if HDI was not awarded a region, if HDI was awarded a region but on substantially different terms from HDI's current contract or if 
contract awards continue to be delayed. In addition, if HDI is awarded a new Medicare RAC contract, the terms of that contract may change or 
delay the timing of HDI's revenue recognition from timing under the current contract.  

        The list of our ten largest customers changes periodically. For the years ended December 31, 2014, 2013 and 2012, our ten largest 
customers represented 40.1%, 47.2% and 46.9% of our total revenue, respectively. Our agreements with these customers have expiration dates 
between 2015 and 2018.  

        We provide products and services under contracts (or sub-contracts) that contain various fee structures, including contingency fee and fixed 
fee arrangements. Many of our contracts have terms of three to five years, including optional renewal terms. In many instances, we provide our 
services pursuant to agreements that are subject to periodic reprocurements. Several of our contracts, including those with some of our largest 
customers, may be terminated for convenience. Because we provide our services pursuant to agreements that are open to competition from 
various businesses in the U.S. healthcare  
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insurance benefit cost containment marketplace, we cannot provide assurance that our contracts, including those with our largest customers, will 
not be terminated for convenience or that any of these contracts will be renewed, and, if renewed, that the fee structures will be equal to those 
currently in effect.  

Industry Trends/Opportunities 

       Containing healthcare expenditures presents challenges for the government due to the number and variety of programs at the state and 
federal level, the government appropriations process and the rise in the cost of care and number of beneficiaries. The ACA adds increased 
pressure to states to cover more individuals, making cost containment a high priority.  

       Government healthcare programs continue to grow. CMS has projected that Medicaid, CHIP and Medicare expenditures will increase to 
nearly $2.1 trillion by 2023.  

       According to CMS NHE Projections, Medicare programs in 2014 covered approximately 53 million people and spent approximately 
$616 billion. CMS projected that at the end of 2014 Medicaid/CHIP programs covered approximately 72 million people and spent approximately 
$521 billion. Altogether, it is projected that the government programs we serve covered approximately 125 million people and spent nearly $1.1 
trillion in 2014. We believe that enrollment in these programs will continue to increase as a result of the ACA. CMS projects that in 2017, 
Medicare will cover approximately 58 million people and will spend approximately $714 billion, and, Medicaid/CHIP is expected to cover 
approximately 82 million people and will spend approximately $644 billion.  

       According to CMS NHE Projections for 2013-2023, Medicaid enrollment is projected to grow by 5.8% in 2015 and 6.7% in 2016. Total 
Medicaid spending is projected to increase at a rate of 6.7% in 2015 and at a rate of 8.6% in 2016. In addition, Medicare spending is projected to 
grow from 2.7% in 2015 to up to 7.8% in 2018. There are a number of factors that could impact these projections, including medical utilization 
by the new enrollees under the ACA and any legislative action taken to reduce spending.  

       In response to pressures to contain the growth of state and federal Medicaid spending and to concerns about access to healthcare for low-
income individuals, the use of managed care arrangements in Medicaid continues to grow. As of year-end 2014, 38 states and the District of 
Columbia contracted with managed care organizations to provide care to some or all of their Medicaid beneficiaries. In addition, many states 
have expanded the use of managed care organizations to new regions or to serve beneficiaries with more complex conditions. Of the 27 states 
and the District of Columbia that opted to expand Medicaid eligibility levels by the end of 2014 pursuant to the ACA, all except for three did not 
use Medicaid managed care organizations. The majority of new lives that have entered the Medicaid program as a result of the ACA were 
enrolled in managed care organizations.  

       Regardless of the program, coordinating benefits among a growing number of healthcare payers and ensuring that claims are paid 
appropriately represents both an enormous challenge for our customers and an opportunity for us.  

Competition 

       The U.S. healthcare insurance benefit cost containment marketplace is a dynamic industry with a range of businesses currently able to offer 
all or a subset of cost containment services, both directly or indirectly (through subcontracting), to some or all of the various healthcare payers. 
In addition, with improvements in technology and the growth in healthcare spending, new businesses are incentivized to enter into this 
marketplace. Some healthcare payers also have the ability to perform some or all of these cost containment services themselves and some, in 
fact, choose to exercise that option. Competition is therefore robust as customers have many alternatives available to them in their effort to 
contain healthcare costs.  
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        Within our core coordination of benefits services, we compete primarily with large business outsourcing and technology firms, claims 
processors (including PBMs), clearinghouses, healthcare consulting firms, smaller regional vendors and other third party liability service 
providers; these companies include Optum, Inc., Public Consulting Group, Inc., Emdeon Inc., EDS (affiliated with Hewlett Packard Company) 
and ACS (affiliated with Xerox Corporation). In addition, as noted, we frequently work with customers who may elect to perform some or all of 
their recovery and cost avoidance functions in-house. Against these competitors, we try to compete favorably on the basis of a variety of factors, 
including our ability to perform a wide variety of coordination of benefits-related functions; maximize recoveries and cost avoidance; apply our 
in-depth government healthcare program experience, staff expertise, extensive insurance eligibility database, proprietary systems and processes; 
leverage our existing relationships; and sustain operations under contingency fee structures.  

        The competitive environment for payment integrity services includes some of the same companies that provide coordination of benefits 
services, as well as other Medicare RACs (CGI Federal, Inc., Connolly and Performant Financial Corp.); other claim audit vendors (including 
Cognosante, Myers & Stauffer LC and PRGX Global, Inc.); fraud, waste and abuse claim edit and predictive analysis companies (such as 
Emdeon, Inc., Verisk Health, Inc. and LexisNexis Risk Solutions); and numerous regional utilization management companies.  

Business Strategy  

        Over the course of 2015, we expect to grow our business through a number of strategic objectives or initiatives that may include:  

•  Add new customers.   We will continue to market to government healthcare payers; commercial health plans, including Medicaid 
managed care, Medicare Advantage and group and individual health lines of business; and private employers.  
 

•  Expand scope.   We will seek to expand our role with existing customers by extending our reach to include new audit strategies, 
services and claim types and by providing earlier access to claim data.  
 

•  Add new services.   We will continue to look for opportunities to add services closely related to cost containment through internal 
development and/or acquisition.  
 

•  Drive organic growth.   We will seek to tap demand for our services created by the steadily increasing expenditures of 
government-funded healthcare, in particular in the managed care environment.  
 

•  Improve the quality and effectiveness of our services.   We will continue implementing new technology and process 
improvements, which we expect will enable us to increase recovery yields and promote customer satisfaction.  
 

•  Opportunistic growth via acquisition.   We may continue selectively seeking strategic assets to acquire in our target industries in 
order to further enhance our product offerings. Strategic acquisitions are a part of our growth strategy. We focus on acquisitions 
that have long-term growth potential, target high-growth areas and fill a strategic need in our business portfolio as we seek to 
provide comprehensive solutions to our customers.  

Employees  

        As of December 31, 2014, we had 2,296 employees, of which 2,228 were full time. Of our total employees, 230 support selling, general and 
administrative activities.  

Financial Information About Industry Segments  

        Since the beginning of the first quarter of 2007, we have been managed and operated as one business, with a single management team that 
reports to the chief executive officer. We do not operate separate lines  
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of business with respect to any of our product lines. Accordingly, we do not prepare discrete financial information with respect to separate 
product lines or by location and do not have separately reportable segments as defined by the guidance provided by the Financial Accounting 
Standards Board (the "FASB").  

Available Information 

       We maintain a website (www.hms.com) that contains various information about our company and our services. Through our website, we 
make available, free of charge, access to all reports filed with the U.S. Securities and Exchange Commission (the "SEC"), including our Annual 
Reports on Form 10-K, our Quarterly Reports on Form 10-Q, our Current Reports on Form 8-K and our Proxy Statements, as well as 
amendments to these reports or statements, as filed with or furnished to the SEC pursuant to Section 13(a) or 15(d) of the Securities Exchange 
Act of 1934, as amended, (the "Exchange Act") as soon as reasonably practical after we electronically file such material with, or furnish it to, the 
SEC. In addition, the SEC maintains a website (www.sec.gov) that contains reports, proxy and information statements and other information 
regarding issuers that file electronically with the SEC. You may also read and copy this information, for a copying fee, at the SEC's Public 
Reference Room at 100 F Street NE, Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 to obtain information on the operation of 
the Public Reference Room. The content on any website referred to in this Form 10-K is not incorporated by reference into this Form 10-K 
unless expressly noted.  

       We also make the following documents available on our website under the Investor Relations/Corporate Governance tabs: the Audit 
Committee Charter, the Compensation Committee Charter, the Nominating & Governance Committee Charter, the Compliance Committee 
Charter, our Code of Conduct and our Corporate Governance Guidelines. You may also obtain a copy of any of the foregoing documents, free of 
charge, if you submit a written request to Attention: Investor Relations, 5615 High Point Drive, Irving, TX 75038.  

Corporate Information 

       We are incorporated in the State of Delaware. We were originally incorporated on October 2, 2002 in the State of New York. On March 3, 
2003, we adopted a holding company structure and assumed the business of our predecessor, Health Management Systems, Inc. In connection 
with the adoption of this structure, Health Management Systems, Inc., which began doing business in 1974, became our wholly owned 
subsidiary.  

Item 1A.    Risk Factors. 

       We provide the following cautionary discussion of risks, uncertainties and possibly inaccurate assumptions relevant to our business that, 
individually or in the aggregate, may cause our actual results to differ materially from expected and historical results. We note these factors for 
investors as permitted by the "safe harbor" provisions of the Private Securities Litigation Reform Act of 1995. You should consider these factors, 
but understand that it is not possible to predict or identify all such factors. Consequently, you should not consider the following to be a complete 
discussion of all potential risks or uncertainties involved with investing in our stock. These risk factors should be read in connection with other 
information set forth in this Annual Report, including our Consolidated Financial Statements and the related Notes.  
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Risks Relating to Our Business  

Changes in the United States healthcare environment, or in laws relating to healthcare programs and policies, and steps we take in 
anticipation of such changes, particularly as they relate to the ACA and the Medicare and Medicaid programs, could have a material adverse 
effect on our business, financial condition, results of operations and cash flows.  

        The healthcare industry in the United States is subject to changing political, economic and regulatory influences that may affect the 
procurement practices and operations of federal, state and private healthcare organizations and agencies. In general, the ACA seeks to decrease 
over time the number of uninsured legal U.S. residents. Because of the ACA's strong emphasis on program integrity and cost containment, as 
well as provisions expanding the Medicaid-eligible population, we regard this legislation, on the whole, as creating potential new opportunities 
for the expansion of our business and service offerings. Until the ACA has been fully implemented, however, it will be difficult to predict its full 
impact and influence on future changes to Medicare policy, due not only to its complexity, but also to the wide range of other factors 
contributing to uncertainty of the healthcare landscape. These factors include the unpredictability of responses by states, providers, businesses 
and other entities to the various choices available to them under the law; the possibility that implementation of certain provisions of the 
legislation could still be blocked by court challenges, repealed by Congressional efforts or as a result of Supreme Court decisions or otherwise 
modified at the state level; and the increase in lobbying efforts from established provider organizations for further adverse changes to the 
Medicare RAC Program.  

        In addition, under the ACA, as states seek to contain costs with an expanding Medicaid population, we expect to continue to see an increase 
in the migration of Medicaid lives from fee-for-service to managed care plans. While we provide services to both types of Medicaid plans, we 
have historically had more success in providing services to states utilizing fee-for-service plans. The transition of Medicaid lives from fee-for-
service to managed care requires that we commit more resources to attaining larger amounts of business from managed care plans.  

        We have made and will continue to make investments in personnel, infrastructure and product development, as well as in the overall 
expansion of the services that we offer in order to support existing and new customers as they implement the requirements of the ACA. 
However, future changes to the ACA and to the Medicare and Medicaid programs may also lower reimbursement rates, establish new payment 
models, increase or decrease government involvement in healthcare, decrease the Medicare RAC Program and/or otherwise change the operating 
environment for our customers. Our business, financial condition, results of operations and cash flows could be adversely affected if efforts to 
waive, modify or otherwise change the ACA, in whole or in part, are successful, if we are unable to adapt our products and services to meet 
changing requirements or expand service delivery into new areas, or the demand for our services is reduced as a result of healthcare 
organizations' reactions to changed circumstances and financial pressures.  

        Healthcare organizations may react to such changed circumstances and financial pressures, including those surrounding the implementation 
of the ACA, by taking actions such as curtailing or deferring their retention of service providers like us, which could reduce the demand for our 
services and, in turn, could have a material adverse effect on our business, financial condition, results of operations and cash flows.  

Healthcare spending fluctuations, simplification of the healthcare payment process or other aspects of the healthcare financing system, 
budgetary pressures and/or programmatic changes diminishing the scope of program benefits, or limiting payment integrity initiatives, could 
reduce the need for and the price of our services, which would have a material adverse effect on our business, financial condition, results of 
operations and cash flows.  

        Our projections and expectations are premised upon consistent growth rates in spending in the Medicare and Medicaid programs, the 
current healthcare financing system and the need for our services within that existing framework. It is expected that enrollment in government 
healthcare programs will  
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continue to grow, particularly under the ACA. There are a number of factors that could impact our projections, including medical utilization by 
the new enrollees under the ACA and any legislative action taken to reduce spending. Compounding this are budgetary pressures that may drive 
changes at the state level, including shifting lives from traditional fee-for-service plans into Medicaid managed care plans to achieve cost 
savings.  

       Our experience in offering services that improve the ability of our customers to recover revenue that would otherwise be lost, often as a 
result of procedural inefficiencies and complexities, have contributed to the success of our service offerings. Although the complexities of the 
healthcare benefit and payment system continue to grow (due to factors such as the expansion of pay-for-performance programs), the need for 
our services, the price customers are willing to pay for them and/or the scope and profitability of our contracts could be negatively affected by: 
lower than projected growth in the Medicare and Medicaid programs; a simplification of the healthcare benefit and payment system through 
legislative or regulatory changes at the federal or state level (for example, legislative changes impacting the scope of mandatory audits, limiting 
or reducing the amount of reviewable claims and/or the look-back period for review in areas where we conduct audits); unanticipated reductions 
in the scope of program benefits (such as, for example, state decisions to eliminate coverage of optional Medicaid services or shifting lives into 
managed care plans); and/or limits placed on ongoing program integrity initiatives (for example, in February 2014, CMS announced a "pause" in 
operations of the Medicare RAC Program). Modifications in provider billing behavior and habits, often in response to the success of our 
services, could also reduce the profitability of our contracts and reduce the need for our services. Any of these factors could cause our financial 
projections to differ from our actual results, and could have a material adverse effect on our business, financial condition, results of operations 
and cash flows.  

Our operating results are subject to significant fluctuations due to factors including variability in the timing of when we recognize 
contingency fee revenue and the challenges associated with forecasting revenue for new products and services. As a result, you will not be 
able to rely on our operating results in any particular period as an indication of our future performance.  

       Our operating results may fail to match our past or projected performance. We have experienced significant variations in our revenue 
between reporting periods due to the timing of periodic revenue recovery projects, the timing and delays in third party payers' claim adjudication 
and ultimate payment to our customers where our fees are contingent upon such collections and delays in receiving payment for our services. 
Our revenue and operating results have also been impacted from period to period as a result of a number of factors, including:  

• fluctuations in sales activity given our sales cycle of approximately six to eighteen months;

• the commencement, completion or termination of contracts during any particular quarter;

• expenses related to certain contracts which may be incurred in periods prior to revenue being recognized;

• the timing of government contract awards;

• the time required to resolve bid protests;

• contract renewal discussions, which result in delayed payments for previously provided services;

• technological and operational issues affecting our customers, including delays in payment receipt for previously recognized 
revenue due to delays in certain customers processing our findings through their systems;

• adjustments to age/quality of receivables and accruals as a result of delays involving contract limitations and changes or 
subcontractor performance deficiencies or internal managerial decision not to pursue identified claim revenue from customers; 
and
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•  regulatory changes or general economic conditions as they affect healthcare providers and payers.  

        In addition, as we introduce new products and services, we may not be able to accurately estimate the costs and timing for implementing 
and completing contracts, making it difficult to reliably forecast revenue under those contracts. We cannot predict the extent to which future 
revenue variations could occur due to these or other factors. Consequently, our results of operations are subject to significant fluctuation and our 
results of operations for any particular quarter or fiscal year may not be indicative of results of operations for future periods.  

Our ability to execute on business plans will be adversely affected if we fail to properly manage our growth.  

        In recent years, our size and the scope of our business operations have expanded rapidly, and we expect that we will continue to grow and 
expand into new areas within the government and commercial healthcare space; however, such growth and expansion carries costs and risks that, 
if not properly managed, could adversely affect our business. To effectively manage our business plans, we must continue to improve our 
operations, while remaining competitive. We must also be flexible and responsive to our customers' needs and to changes in the political, 
economic and regulatory environment in which we operate. The greater size and complexity of our expanding business puts additional strain on 
our administrative, operational and financial resources and makes the determination of optimal resource allocation more difficult. A failure to 
anticipate or properly address the demands that our growth and diversification may have on our resources and existing infrastructure may result 
in unanticipated costs and inefficiencies and could negatively impact our ability to execute on our business plans and growth goals, which could 
have a material adverse effect on our business, financial condition, results of operations and cash flows.  

Our business could be adversely affected if we fail to maintain a high level of customer retention, lose a major customer or fail to reprocure a 
contract, or if customers elect to reduce the scope of our contracts or terminate them before their scheduled expiration dates.  

        We generate a significant portion of our revenue from a limited number of large customers at the federal and state level. For the years ended 
December 31, 2014, 2013 and 2012, our three largest customers accounted for 19.8%, 32.5% and 29.8%, respectively, of our revenue from 
continuing operations.  

        One of our largest customers in 2014 was CMS, primarily related to our Medicare RAC contract through our wholly owned subsidiary HDI, 
which after a series of contract modifications, now expires on December 31, 2015. In February 2013, CMS began the reprocurement process for 
the Medicare RAC Program contracts. After a protest was filed on the initial Request for Quote ("RFQ"), CMS took corrective action and, 
between December 2013 and January 2014, issued five new RFQs for the Medicare RAC Program contracts. HDI and one of HDI's prospective 
competitors protested certain terms of the new RFQs, and these protests were denied by the Government Accountability Office ("GAO") in April 
2014. On April 28, 2014, HDI's prospective competitor filed a lawsuit at the U.S. Court of Federal Claims challenging the terms of the 
solicitations for CMS Regions 1, 2, and 4 and seeking an injunction against CMS. On August 21, 2014, the U.S. Court of Federal Claims entered 
judgment in favor of the GAO and HDI's prospective competitor appealed to the U.S. Court of Appeals for the Federal Circuit on August 26, 
2014. On September 2, 2014, the U.S. Court of Federal Claims granted a stay that prohibited CMS from awarding contracts for Regions 1, 2, and 
4 pending the outcome of the appeal.  

        Under the existing Medicare RAC contracts, on February 18, 2014, CMS announced its decision to pause the operations of the current 
Medicare RACs establishing June 1, 2014 as the last day that RAC contractors could transmit improper payment files for processing. On 
August 4, 2014, CMS announced that due to the continued delay in awarding new Recovery Auditor contracts, it was initiating contract 
modifications to allow the Medicare RACs to restart certain reviews through December 31, 2014. CMS stated that most reviews will be done on 
an automated basis, but a limited number will be complex reviews  
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of topics selected by CMS. On January 12, 2015, we entered into a new modification that extended our auditing services to CMS through 
December 31, 2015 and requires us to assist CMS with the appeals process through April 30, 2017.  

        Given that HDI's Medicare RAC contract with CMS is one of our largest contracts and represents a significant potential business 
opportunity for us, if HDI is not awarded a region, or is awarded a region but on substantially different terms from HDI's current contract, or if 
the contract awards continue to be delayed, or if CMS imposes or implements other changes to the Medicare RAC Program that materially 
reduce our revenue or profitability associated with such program, then our business, financial condition, results of operations and cash flows 
would be materially adversely affected.  

        In August 2013, CMS issued CMS Rule 1599-F Hospital Inpatient Admission Order and Certification and Two Midnight Benchmark for 
Inpatient Hospital Admissions for the Fiscal Year 2014 Inpatient Prospective Payment System ("IPPS")/ Long-Term Care Hospital ("LTCH"). 
Under this final rule, CMS redefined the requirements for an inpatient stay with a new formal time-based standard. The new rule, termed the 
"Two Midnight Rule," states that surgical procedures, diagnostic tests and other treatments (in addition to services designated as inpatient-only), 
are generally appropriate for inpatient hospital admission and payment under Medicare Part A when a physician (i) expects the beneficiary to 
require a stay that crosses at least two midnights, and (ii) admits the beneficiary to the hospital based upon that expectation. As part of the 
implementation of the new rule, effective October 2013, CMS suspended the review by Medicare RACs of inpatient hospital claims paid 
between October 1, 2013 and September 30, 2014 for a determination of whether the inpatient hospital admission and patient status was 
appropriate. In connection with this audit suspension, CMS announced that it had initiated a provider education and compliance review program 
and stated that it would re-evaluate the retrospective review strategy after it evaluated the results of the compliance review. On April 1, 2014, the 
"Protecting Access to Medicare Act of 2014," was signed into law. A provision of this act further delayed the Two Midnight Rule's enforcement 
and RAC review of Two Midnight Rule claims until March 31, 2015.  

        These reviews have historically been a significant finding for the Recovery Audit Program; as a result, the Two Midnight Rule and the 
suspension of these reviews by the Medicare RACs could have a material negative impact on our future revenue if HDI is awarded a new 
Medicare RAC Contract, depending upon, among other factors, how the Two Midnight Rule is applied by providers and the review strategies 
ultimately approved by CMS.  

        In addition, on August 29, 2014, CMS announced it would settle with hospitals willing to withdraw inpatient status claims currently 
pending in the appeals process by offering to pay hospitals 68% for all eligible claims that they have billed to Medicare. Although we accrue an 
estimated liability for appeals based on the amount of fees that are subject to appeals, closures or other adjustments, which we estimate are 
probable of being returned to providers following a successful appeal, and we similarly accrue an allowance against accounts receivables related 
to fees yet to be collected, the impact of CMS' settlement offer to hospitals remains uncertain and our financial condition and results of 
operations could be adversely affected if we are required to return certain fees we have already been paid under HDI's existing Medicare RAC 
contract or we are unable to collect fees for audits we have already performed. There could be a material negative impact on our revenue if under 
the current Medicare RAC contract, HDI is unable to obtain full payments for properly provided services or is required to repay a portion of 
prior fees associated with the hospital settlement program or if future fees payable to HDI by CMS are reduced.  

        Our success also depends on relationships we develop with our customers that enable us to understand our customers' needs and deliver 
solutions and services that are tailored to meet those needs. If a customer is dissatisfied with the quality of our work, or if our products, technical 
infrastructure or services do not comply with the provisions of our contractual agreements or applicable regulatory requirements, we could incur 
additional costs that may impair the profitability of a contract and damage our ability to obtain additional work from that customer, or other 
current or prospective customers. For  
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example, some of our contracts contain liquidated damages provisions and financial penalties related to performance failures, which if triggered, 
could adversely affect our reputation, business, financial condition, results of operations and cash flows. If liquidated damages or other financial 
penalties are assessed against us, we may be required to disclose these damages or penalties in connection with future bids for services with 
other customers, which may reduce our chances of winning such procurements. Although we have liability insurance, the policy coverage and 
limits may not be adequate to provide protection against all potential liabilities. Under the terms of one of our contracts, we have an outstanding 
irrevocable letter of credit for $4.6 million, which we established against our existing revolving credit facility. If a claim is made against this 
letter of credit or any similar instrument that we obtain in the future, we would be required to reimburse the issuer of the letter of credit for the 
amount of the claim.  

        From time to time, government customers may face financial pressures or pressure from stakeholders that may cause them to redefine or 
reduce the scope of our contracts (by, for example, significantly reducing the volume of data that we are permitted to audit) or terminate 
contracts for our services that may be regarded as non-essential. We also occasionally face challenges in obtaining timely or full payments for 
our properly provided services from customers and parties who we provide services to, despite our right to prompt and full payment under the 
terms of our contracts. Since several of our contracts, including those with many of our largest customers, may be terminated upon short notice 
for convenience, dissatisfied customers might seek to exit existing contracts prior to their scheduled expiration date and could direct future 
business to our competitors.  

        If we lose a major customer; if we fail to maintain a high level of customer retention; if we fail to reprocure a contract; if our customers 
reduce the scope of our contracts or limit future contracting opportunities; or if we are exposed to significant costs, liabilities or negative 
publicity, our ability to compete for new contracts with current or prospective customers could be damaged and our business, financial condition, 
reputation, results of operations and cash flows could be materially adversely affected.  

We face significant competition for our services and we expect competition to increase.  

        Competition among U.S. healthcare insurance benefit cost containment service providers is increasing and we expect to encounter 
additional competition as new competitors enter this area as it continues to grow with advances in technology. Our current competitors include 
the other Medicare RACs; other claim audit vendors; fraud, waste and abuse claim edit and predictive analysis companies; primary claims 
processors; numerous regional utilization management companies; as well as healthcare consulting firms and other third-party liability service 
providers. In addition, some customers can compete by electing to perform some or all of their recovery and cost avoidance functions in-house.  

        We must remain competitive with our existing business and service capabilities and develop new products and services, which will require 
not only that we make substantial financial and resource investments, but that we quickly respond to new or emerging technologies and to 
changes in customer requirements and the healthcare industry. There is also increasing sophistication in certain services and our competitors are 
constantly developing products and services that may become more efficient or appealing to our customers. We cannot provide assurance that 
our new or modified product and service innovations will be responsive to customer preferences or industry changes, or that the product 
development initiatives that we prioritize will yield the gains that we anticipate, if any.  

        Many of the cost containment services we provide are being targeted by formidable competitors with national reputations, and their success 
in attracting business or winning contract bids could significantly and/or adversely affect our business. In addition, for some of the services that 
we provide or hope to provide, current and prospective customers could develop in-house capacities and could therefore decide not to engage us. 
Some of our competitors have also merged or formed business alliances with other competitors, which may affect our ability to work with 
potential customers. In certain cases, our competitors and potential competitors have significantly greater resources and market recognition than 
we  
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have, and may be in a position to bundle services that compete with our product and services offerings, or may be able to devote greater 
resources to the sale of their services and to developing and implementing new and improved systems and solutions for the customers that we 
serve. In some areas of our business, we could face potential competition from our current or former subcontractors or teaming partners, who 
may use their position to establish their own relationships with our customers and seek to become prime contractors on similar work in the 
future. Although we attempt to protect ourselves against such conduct through the terms of our subcontracts and teaming agreements, a 
subcontractor or teaming partner may determine that the benefits of violating its contract with us outweigh the costs and risks.  

        We cannot provide assurance that we will be able to compete successfully against existing or new competitors. In addition, we may be 
forced to lower our pricing or the demand for our services may decrease as a result of increased competition. Further, a failure to be responsive 
to our existing and potential customers' needs could hinder our ability to maintain or expand our customer base, hire and retain new employees, 
pursue new business opportunities, complete future acquisitions and operate our business effectively. Any inability to compete effectively could 
materially adversely affect our business, financial condition, results of operations and cash flows.  

We must comply with laws and regulations regarding individual privacy and information security, including taking steps to ensure that our 
workforce, vendors, subcontractors and other business associates who obtain access to sensitive information about individuals maintain its 
confidentiality. Our failure, or a failure by our business associates, to comply with those laws and regulations, whether or not inadvertent, 
could subject us to legal actions, fines and penalties and negatively impact our reputation and operations.  

        As a service provider, we often receive, process, transmit and store protected health information ("PHI") of individuals, as well as other 
financial, confidential and proprietary information belonging to our customers, our subsidiaries and third parties ( e.g. , private insurance 
companies, financial institutions) from which we obtain information. The use and disclosure of that information is regulated through federal and 
state laws and rules, which are changed frequently by legislation, regulatory issuances and/or administrative interpretation. Various state laws 
address the use and disclosure of individually identifiable financial and health data. Some are derived from the privacy and security provisions 
such as in the federal Gramm-Leach-Bliley Act, the Health Insurance Portability and Accountability Act of 1996 ("HIPAA"), as amended by the 
Health Information Technology for Economic and Clinical Health Act ("HITECH"), and the regulations implementing these laws. HIPAA also 
imposes standards and requirements on our business associates (as this term is defined in the HIPAA regulations), including our subcontractors 
and many of our vendors.  

        In January 2013, the U.S. Department of Health and Human Services issued Final Omnibus Privacy, Security, Breach Notification, and 
Enforcement Rules that modified and supplemented many of the standards and regulations under HIPAA and HITECH. These new rules 
significantly increased the risk of liability to us and our business associates and subcontractors and made more incidents of inadvertent 
disclosure reportable and subject to penalties. Even though we take measures to comply with all applicable regulations and to ensure our 
business associates and subcontractors comply with these laws, regulations and rules, we have less than complete control over our business 
associates' and subcontractors' actions and practices. In addition, we could also be exposed to data breach risk if there is unauthorized access to 
one of our or our subcontractors' secure facilities or from lost or stolen laptops, other portable media from current or former employee theft of 
data containing PHI, from misdirected mailings containing PHI, or other forms of administrative or operational error. If we or our subcontractors 
fail to comply with applicable laws; if unauthorized parties gain physical access to one of our facilities and steals or misuses confidential 
information; if we erroneously use or disclose data in a way that is inconsistent with our granted rights; or if such information is misdirected, lost 
or stolen during transmission or transport, we may suffer damage to our reputation, potential loss of existing customers and difficulty attracting 
new customers. We could also be exposed to, among other things, unfavorable publicity, governmental inquiry  
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and oversight, allegations by our customers that we have not performed our contractual obligations, costs to provide notifications to affected 
individuals, or litigation by affected parties and possible financial obligations for damages or indemnification obligations related to the theft or 
misuse of such information, any of which could have a material adverse effect on our business, financial condition, results of operations and cash 
flows.  

        Further, as regulatory focus on privacy issues continues to increase and laws and regulations concerning the protection of personal 
information expand and become more complex, these potential risks to our business could intensify. Changes in laws or regulations associated 
with the enhanced protection of certain types of sensitive data, such as healthcare data or other personally identifiable information, along with 
increased customer demands for enhanced data security infrastructure, could greatly increase our cost of providing our services. See Risk 
Factor—"Our systems and networks may be subject to cyber security breaches and other disruptions that could compromise our information and 
harm our business" for additional information.  

Our business depends on effective information processing systems that are compliant with current HIPAA transaction and code set standards 
and the integrity of the data in, and operations of, our information systems, as well as those of other entities that provide us with data or 
receive data from us.  

        Our ability to conduct our operations and accurately report our financial results depends on the integrity of the data in our information 
systems and the integrity of the processes performed by those systems. These information systems and applications require continual 
maintenance, upgrading and enhancement to meet our operational needs, satisfy customer requests and handle our expansion and growth. 
Despite our testing and quality control measures, we cannot be certain that errors or system deficiencies will not be found and that remediation 
can be done in a timeframe that is acceptable to our customers or that customer relationships will not be impaired by the occurrence of errors or 
the need for remediation. In addition, implementation of upgrades and enhancements may cost more, take longer or require more testing than 
originally expected. Given the large amount of data we collect and manage, it is possible that hardware failures or errors or technical deficiencies 
in our systems could result in data loss or corruption or cause the information that we collect, utilize or disseminate to be incomplete or contain 
inaccuracies that our customers regard as significant.  

        Through several of the services we provide, situations arise in which the accuracy of our data analysis or the content and quality of our 
work product is central to the disposition of claims, controversies or litigation between our customers and third parties. When such situations 
arise, we may be required to allocate significant resources to fulfilling our contractual obligations to provide our customers with full and 
complete access to records, analysis and back-up documentation of our work. Assuring our capacity to fulfill these obligations, as well as 
actually fulfilling such obligations, can impose significant burdens on our infrastructure for data storage, maintenance and processing, requiring 
us to prioritize maintenance of and access to these resources, or incur additional costs to supplement them in order to satisfy our obligations. 
Should the frequency or scope of situations in which customers invoke these obligations increase to a substantial degree, the resulting strain on 
our personnel, data storage and computing resources could negatively impact other business operations.  

        Moreover, because many of the services we furnish to customers involve submitting high volumes of monetary claims to third parties (such 
as health insurance carriers) and processing payments from them, the efficiency and effectiveness of our own operations are to some degree 
dependent on the claims processing systems of these third parties and their compliance with any new transaction and code set standards. By 
October 1, 2015, health plans, commercial payers and healthcare providers are required to transition to the new ICD-10 coding system, which 
greatly expands the number and detail of diagnosis codes used for inpatient, outpatient and physician claims. The transition to the new 
transaction and code set standard is expensive, time-consuming and may initially result in disruptions or delays as we and other stakeholders 
make necessary system adjustments to be fully compliant and capable of exchanging data. In  
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addition, we may experience delays in processing claims and therefore earning our fees if the third parties with whom we work are not in full 
compliance with these new standards in the required timeframe. Claims processing systems failures, incapacities or deficiencies internal to these 
third-parties could significantly delay or obstruct our ability to recover money for our customers, and thereby interfere with our performance 
under our contracts and our ability to generate revenue from those contracts in the timeframe we anticipate, which in turn could have a material 
adverse effect on our business, financial condition, results of operations and cash flows.  

We may be precluded from bidding on and/or performing certain work due to other work we currently perform.  

        Various laws, regulations and administrative policies prohibit companies from performing work for government agencies in capacities that 
might be viewed to create an actual or perceived conflict of interest. In particular, CMS has stringent conflict of interest rules, which can limit 
our bidding for specific work for CMS, or for other contracts that might conflict, or be perceived by CMS to conflict, with contractual work for 
CMS. State governments and managed care organizations also have conflict of interest restrictions that could limit our ability to bid for certain 
work. Conflict of interest rules and standards change frequently, and are subject to varying interpretations and varying degrees and consistency 
of enforcement at the federal, state and municipal levels, and we cannot provide assurance that we will be successful in navigating these 
restrictions.  

        The expansion and diversification of our business operations increases the potential that customers or potential customers will perceive 
conflicts of interest between our various subsidiaries, products, services, activities and customer relationships. Such conflicts, whether real or 
perceived, could result in loss of contracts or require us to divest ourselves of certain existing business in order to qualify for new contract 
awards. We may be required to adjust our current management and personnel structure, as well as our corporate organization and entity 
structure, in order to appropriately mitigate conflicts and otherwise accommodate the needs as a company that is expanding in size and 
complexity. Our failure to devote sufficient care, attention and resources to managing these adjustments may result in technical or administrative 
errors that could expose us to potential liability or adverse regulatory action. If we are prevented from expanding our business due to real or 
perceived conflicts of interest, our business and results of operations could be adversely affected.  

System interruptions or failures could expose us to liability and harm our business.  

        Our data and operation centers are essential to our business and our operations depend on our ability to maintain and protect our 
information systems. We attempt to mitigate the potential adverse effects of a disruption, relocation or change in operating environment; 
however, we cannot provide assurance that the situations we plan for and the amount of insurance coverage that we maintain will be adequate in 
any particular case. In addition, despite system redundancy and security measures, our systems and operations are vulnerable to damage or 
interruption from, among other sources:  

•  power loss, transmission cable cuts and telecommunications failures;  
 

•  damage or interruption caused by fire, earthquake and other natural disasters;  
 

•  attacks by hackers or nefarious actors;  
 

•  computer viruses and other malware, or software defects; and  
 

•  physical break-ins, sabotage, intentional acts of vandalism, terrorist attacks and other events beyond our control.  

        If we encounter a business interruption; if we fail to effectively maintain our information systems; if it takes longer than we anticipate to 
complete required upgrades, enhancements or integrations; or if our business continuity plans and business interruption insurance do not 
effectively compensate on a timely  
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basis, we could suffer operational disruptions, disputes with customers, civil or criminal penalties, regulatory problems, increases in 
administrative expenses, loss of our ability to produce timely and accurate financial and other reports or other adverse consequences, any of 
which could have a material adverse effect on our business, financial condition, results of operations and cash flows.  

If we do not successfully integrate the businesses that we acquire, we may not realize the anticipated benefits of acquisitions and our results 
of operations could be adversely affected.  

        Historically, to achieve our strategic goals, we have made a significant number of acquisitions that have expanded the products and services 
we offer, provided a presence in complementary business lines, or expanded our geographic presence and/or customer base. Business 
acquisitions and combinations involve a number of risk factors that could affect our operations, including:  

•  diversion of management's attention and other resources;  
 

•  our ability to maintain relationships with the customers of the acquired business and further develop the acquired business;  
 

•  our ability to cross-sell our services and the services of the acquired businesses to our respective customers;  
 

•  compliance with regulatory requirements and avoiding potential conflicts of interest in markets that we serve;  
 

•  our ability to integrate and coordinate organizations that are geographically diverse and may have different business cultures;  
 

•  transition of operations, users and customers to our existing platforms or the integration of data, systems and technology 
platforms with ours;  
 

•  our ability to retain or replace key personnel;  
 

•  entry into unfamiliar markets;  
 

•  assumption of unanticipated legal or financial liabilities and/or negative publicity related to prior acts by the acquired entity;  
 

•  litigation or other claims in connection with the acquired company, including claims from terminated employees, customers, 
former stockholders or third parties;  
 

•  becoming significantly leveraged as a result of incurring debt to finance an acquisition;  
 

•  unanticipated operating, accounting or management difficulties in connection with the acquired entities; and/or  
 

•  impairment of acquired intangible assets, including goodwill, and dilution to our earnings per share.  

        We intend to continue our acquisition strategy to expand and diversify our business. We cannot, however, provide assurance that we will be 
able to identify any potential acquisition candidates or consummate any additional acquisitions or that any future acquisitions will be 
successfully integrated or will be advantageous to us. Entities we acquire may not achieve the revenue and earnings we anticipate or their 
liabilities may exceed our expectations. We could face integration issues pertaining to the internal controls and operational functions of the 
acquired companies and we also could fail to realize cost efficiencies or synergies that we anticipated when selecting our acquisition candidates. 
Customer dissatisfaction or performance problems with a particular acquired entity could materially and adversely affect our reputation as a 
whole. We may be unable to profitably manage entities that we have acquired or that we may acquire, or we may fail to integrate them 
successfully without incurring substantial expenses, delays or other problems. If we fail to successfully integrate the businesses that we acquire, 
we may not  
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realize any of the benefits that we anticipate in connection with the acquisitions and that could have a material adverse effect on our reputation, 
business, financial condition, results of operations and cash flows.  

We are subject to extensive government regulation and our government contracts are subject to audit and investigation rights. Any violation 
of the laws and regulations applicable to us or a negative audit or investigation finding could have a material adverse effect on our 
reputation, business, financial condition, results of operations and cash flows.  

       Much of our business is regulated by the federal government and the states in which we operate. The laws and regulations governing our 
operations are generally intended to benefit and protect individual citizens, including government program beneficiaries, health plan members 
and providers, rather than stockholders. The government agencies administering these laws and regulations have broad latitude to enforce them. 
These laws and regulations, along with the terms of our government contracts, regulate how we do business, what services we offer and how we 
interact with our customers, providers, other healthcare payers and the public. We are subject, on an ongoing basis, to various governmental 
reviews, audits and investigations to verify our compliance with our contracts and applicable laws and regulations.  

       In addition, because we receive payments from federal and state governmental agencies, we are subject to various laws, including the 
Federal False Claims Act and similar state statutes, which permit government law enforcement agencies to institute suits against us for violations 
and, in some cases, to seek double or treble damages, penalties and assessments. In addition, private citizens, acting as whistleblowers, can sue 
on behalf of the government under the " qui tam " provisions of the Federal False Claims Act and similar statutory provisions in many states.  

       The expansion of our operations into new products and services may further expose us to requirements and potential liabilities under 
additional statutes and legislative schemes that have previously not been relevant to our business, such as banking and credit reporting statutes, 
that may both increase demands on our resources for compliance activities and subject us to potential penalties for noncompliance with statutory 
and regulatory standards. Increased involvement in analytic or audit work that can have an impact on the eligibility of individuals for medical 
coverage or specific benefits could increase the likelihood and incidence of our being subjected to scrutiny or legal actions by parties other than 
our customers, based on alleged mistakes or deficiencies in our work, with significant resulting costs and strain on our resources.  

       If the government discovers improper or illegal activities in the course of audits or investigations, we may be subject to various civil and 
criminal penalties and administrative sanctions, which may include termination of contracts, forfeiture of profits, suspension of payments, fines 
and suspensions and debarment from doing business with the government. The risks to which we are subject, particularly under the Federal False 
Claims Act and similar state fraud statutes, have increased in recent years due to legislative changes that have (among other amendments) 
expanded the definition of a false claim to include, potentially, any unreimbursed overpayment received from, or other monetary debt owed to, a 
government agency. This subjects us to potential liability for a false claim, for example, where we may be overcharged for services by a 
subcontractor and may pass that charge on to a government customer, or where we may have a good faith disagreement with a government 
agency's view of whether an overpayment has occurred. If we are found to be in violation of any applicable law or regulation, or if we receive an 
adverse review, audit or investigation, any resulting negative publicity, penalties or sanctions could have an adverse effect on our reputation in 
the industry, impair our ability to compete for new contracts and have a material adverse effect on our business, financial condition, results of 
operations and cash flows.  
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We may be a party to litigation, regulatory, or other dispute resolution proceedings. Adverse judgments or settlements in any of these 
proceedings could harm our business, financial condition and operating results.  

        We are subject and may be a party to lawsuits and other claims that arise from time to time in the ordinary course of our business. These 
may include lawsuits and claims related to, for example, contracts, subcontracts, teaming agreements, protection of confidential information or 
trade secrets, employment of our workforce or compliance with any of a wide array of state and federal statutes, rules and regulations that pertain 
to different aspects of our business. We may also be required to initiate expensive litigation or other proceedings to protect our business interests. 
In addition, because of the payments we receive from government customers, we may be subject to unexpected inquiries, investigations, legal 
actions or enforcement proceedings pursuant to the False Claims Act, healthcare fraud, waste and abuse laws or similar legislation. Any 
investigations, settlements or adverse judgments stemming from such legal disputes or other claims may result in significant monetary damages 
or injunctive relief against us, as well as reputational injury that could adversely affect us. There is a risk that we will not be successful in such 
litigation. In addition, litigation and other legal claims are subject to inherent uncertainties and management's view of currently pending legal 
matters may change in the future. Those uncertainties include, but are not limited to, costs of litigation, unpredictable judicial or jury decisions 
and the differing laws and judicial proclivities regarding damage awards among the states in which we operate. Unexpected outcomes in such 
legal proceedings, or changes in management's evaluation or predictions of the likely outcomes of such proceedings (possibly resulting in 
changes in established reserves), could have a material adverse effect on our business, financial condition, results of operations and cash flows.  

Our outstanding indebtedness could adversely affect our financial condition and our ability to operate our business, and we may not be able 
to generate sufficient cash flows to meet our debt service obligations.  

        In December 2011, we entered into a five-year, revolving and term secured credit agreement with certain financial institutions and Citibank, 
N.A. as Administrative Agent in connection with our acquisition of HDI. In May 2013, we amended and restated the credit agreement and 
entered into a $500 million five-year revolving credit agreement ("Credit Agreement"). Under specified circumstances, the revolving credit 
facility under the Credit Agreement can be increased or one or more incremental term loan facilities can be added. Our obligations and any 
amounts due under the Credit Agreement are guaranteed by our material subsidiaries and secured by a security interest in all, or substantially all, 
of our and our subsidiaries' physical assets. As of December 31, 2014, the outstanding principal balance due on the revolving credit facility was 
$197.8 million.  

        Our outstanding indebtedness and any additional indebtedness we incur may have important consequences for us, including, without 
limitation, that: we may be required to use a substantial portion of our cash flow to pay the principal of and interest on our indebtedness; our 
indebtedness and leverage may increase our vulnerability to adverse changes in general economic and industry conditions, as well as to 
competitive pressures; our ability to obtain additional financing for working capital, capital expenditures, acquisitions and for general corporate 
and other purposes may be limited; and our flexibility in planning for, or reacting to, changes in our business and our industry may be limited.  

        In addition, our ability to make payments of principal and interest on our outstanding revolving credit facility depends upon our future 
performance and our ability to generate cash flows. Under the terms of the Credit Agreement, we are required to comply with specified financial 
and operating covenants, which may limit our ability to operate our business as we otherwise might operate it. For example, our obligations may 
be accelerated upon the occurrence of an event of default, which includes customary events of default including, without limitation, payment 
defaults, failure to perform affirmative covenants, failure to refrain from actions or omissions prohibited by negative covenants, the inaccuracy 
of representations or warranties, cross-defaults, bankruptcy and insolvency related defaults, defaults relating to judgments, defaults due to certain 
ERISA related events and a change of control default. If not cured, an event of default would result in any amounts outstanding, including any 
accrued interest and unpaid fees, becoming  
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immediately due and payable, which would require us to, among other things: seek additional financing in the debt or equity markets, refinance 
or restructure all or a portion of our indebtedness, sell selected assets, and/or reduce or delay planned capital or operating expenditures. Such 
measures might not be sufficient to enable us to service our debt, and any such financing or refinancing might not be available on economically 
favorable terms or at all. If we are not able to generate sufficient cash flows to meet our debt service obligations or are forced to take additional 
measures to be able to service our indebtedness, our business and results of operations could be materially and adversely affected.  

We obtain a significant portion of our business through competitive bidding in response to government requests for proposals and future 
contracts may not be awarded through this process on the same level and we may not re-procure certain contracts.  

        In order to market our services to customers, we are often required to respond to government-issued requests for proposals ("RFPs") to 
compete for a contract. This requires that we accurately estimate our cost structure for servicing a proposed contract, the time required to 
establish operations and the likely terms of any proposals submitted by our competitors. We must also assemble and submit a large volume of 
information within a RFP's rigid timetable, and our ability to provide timely and complete responses to RFPs will greatly impact our business. 
Should any part of our business suffer a negative event, for example, a customer dispute or a government inquiry, we may be required to disclose 
the occurrence of that event in a RFP, which could impact our ability to win the contract at issue. We cannot provide assurance that we will 
continue to obtain contracts in response to government RFPs, that we will be successful in re-winning contracts after they expire, or that our 
proposals will result in profitable contracts. In addition, if we are unable to win particular contracts, we may be precluded from entering certain 
customer markets for a number of years. If we are unable to consistently win new contract awards over any extended period, our business and 
prospects will be adversely affected.  

If we fail to accurately estimate the factors upon which we base our contract pricing, we may generate less profit than expected or incur 
losses on those contracts.  

        Our pricing is dependent on our internal forecasts and predictions about our projects and the marketplace, which might be based on limited 
data and could turn out to be inaccurate. A majority of our contracts are contingency fee based. For contingency fee based offerings, we receive 
our fee based on recoveries received by our customers. Our ability to earn a profit on a contingency fee offering requires that we accurately 
estimate costs involved and outcomes likely to be achieved and assess the probability of completing multiple tasks and transactions within the 
contracted time period. Some of our contracts with the federal government are cost-plus or time-and-material based. Revenue on cost-plus 
contracts is recognized based on costs incurred plus an estimate of the negotiated fee earned. To earn a profit on these contracts, we must 
accurately estimate costs involved and assess the probability of achieving certain milestones within the contracted time period. If we do not 
accurately estimate the costs and timing for completing projects, or if we encounter increased or unexpected costs, delays, failures, liabilities or 
risks, including those outside of our control, our contracts could prove unprofitable for us or yield lower profit margins than anticipated. 
Although we believe that we have recorded adequate provisions in our financial statements for losses on our fixed-price and cost-plus contracts 
where applicable, as required under United States generally accepted accounting principles ("U.S. GAAP"), we cannot provide assurance that 
our contract loss provisions will be adequate to cover all actual future losses.  

The U.S. government's determination to award a contract may be challenged by an interested party. As a result, even if we win a bid, the 
contract may be delayed or may never be implemented if such a challenge is successful.  

        The laws and regulations governing procurements of goods and services by the U.S. government provide procedures by which other bidders 
and other interested parties may challenge the award of a government contract. Challenges or protests to government awards may be filed even if 
there are no valid  
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legal grounds on which to base the protest. If any such protests are filed, the government agency may decide to withhold a contract award or 
suspend performance under the contract while the protest is being considered by the GAO or the applicable federal court, or may choose to take 
corrective action on its own, in each case, potentially delaying the start of the contract. If we are the original awardee of a protested contract, we 
could be forced to expend considerable funds to defend a potential award, while also incurring expenses to maintain our ability to timely start 
implementation in case the protest is resolved in our favor. It can take many months to resolve these protests, and even if it is resolved in our 
favor, the resulting delay in the start-up and funding of our work under the contracts may cause our actual results to differ materially and 
adversely from those anticipated. In the event of irregularities we perceive or learn of in the award or bidding process, we also may be forced to 
file protests in response to RFP awards to competitors, at significant cost to us. In addition, a contract award may be terminated or the 
government agency may opt to solicit new bids and award a new contract if a protest is successful or the government agency chooses not to 
uphold its original award. We cannot provide assurance that we will prevail if a contract we are awarded is protested or that if we protest an 
award we will be successful. Extended implementation delays or successful challenges of our contract awards could have a material adverse 
effect on our financial condition or results of operations.  

We depend on many different entities to supply information and an inability to successfully manage our relationships with a number of these 
suppliers may harm the quality and availability of our services.  

        We obtain data used in our services from many sources, including commercial insurance plans, financial institutions, managed care 
organizations, government entities and non-government entities. From time to time, challenges arise in managing and maintaining our 
relationships with entities that are not our customers and that furnish information to us pursuant to a combination of voluntary cooperation and 
legal obligation under laws and regulations that are often subject to differing interpretation. Our data suppliers may determine that some uses of 
data for our customers are not permitted by our agreements, and seek to limit or end our access and use of certain data for particular purposes or 
customers. They may also make errors in compiling, transmitting or accurately characterizing data, or may have technological limitations that 
interfere with our receipt or use of the data we are relying upon them to provide. If a number of information sources or suppliers become unable 
or unwilling to provide us with certain data under terms of use that are acceptable to us and our customers, or if the applicable regulatory and law 
enforcement regime for use and protection of this data changes in a way that imposes unacceptable or unreasonable conditions or risks on us or 
disincentivizes our suppliers to continue to provide us with data, we cannot provide assurance that we will be able to obtain new agreements with 
alternative data suppliers on terms favorable to us, or at all. If we lose our data sources or access to certain data; are unable to identify and reach 
the requisite agreements with suitable alternative suppliers and integrate these data sources into our service offerings; or there is a lack of 
integrity of data that our suppliers provide, we could experience service disruptions, increased costs, reduced quality of our services and/or 
performance penalties under our customer contracts, which could have an adverse effect on our business, financial condition, results of 
operations or cash flows.  

We may rely on subcontractors and partners to provide customers with a single-source solution or we may serve as a subcontractor to a third 
party prime contractor.  

        From time to time, we may engage subcontractors, teaming partners or other third parties to provide our customers with a single-source 
solution for a broader range of service needs. Similarly, we are and may in the future be engaged as a subcontractor to a third party prime 
contractor. Subcontracting arrangements pose unique risks to us because we do not have control over the customer relationship, and our ability 
to generate revenue under the subcontract is dependent on the prime contractor, its performance and relationship with the customer and its 
relationship with us. While we believe that we perform appropriate due diligence on our prime contractors, subcontractors and teaming partners 
and that we take adequate measures to ensure that they comply with the appropriate laws and regulations, we cannot guarantee that  

21  



Table of Contents  

those parties will comply with the terms set forth in their agreements with us (or in the case of a prime contractor, their agreement with the 
customer), or that they will be reasonable in construing their contractual rights and obligations, always act appropriately in dealing with us or 
customers, provide adequate service, or remain in compliance with the relevant laws, rules or regulations. We may have disputes with our prime 
contractors, subcontractors, teaming partners or other third parties arising from the quality and timeliness of work being performed, customer 
concerns, contractual interpretations or other matters. Performance deficiencies or misconduct by our prime contractors or subcontractors or 
perceived performance deficiencies by us could result in a contract termination and/or could adversely affect our customer relationships and 
reputation. We may be exposed to liability if we lose or terminate a subcontractor or teaming partner due to a dispute, and subsequently have 
difficulty engaging an appropriate replacement or otherwise performing their functions in-house, such that we fail to fulfill our contractual 
obligations to our customer. In the event a prime contract, under which we serve as a subcontractor, is terminated, whether for non-performance 
by the prime contractor or otherwise, then our subcontract will similarly terminate and we could face contractual liability and the resulting 
contract loss could adversely affect our business, financial condition, results of operations and cash flows.  

We use software vendors, utility providers and network providers in our business and could be materially adversely affected if they cannot 
deliver or perform as expected or if our relationships with them are terminated or otherwise change.  

        Our ability to service our customers and deliver and implement solutions requires that we work with certain third party providers, including 
software vendors, utility and network providers and depends on such third parties meeting our expectations in both timeliness and quality. Our 
business could be materially and adversely affected and we might incur significant additional liabilities if the services provided by these third 
party providers do not meet our expectations, or if they terminate or refuse to renew their relationships with us, or if they were to offer their 
products to us in the future on less advantageous terms. In addition, while there are backup systems in many of our operating facilities, an 
extended outage of utility or network services supplied by these vendors or providers may have a material adverse effect on our business, 
financial condition, results of operations and cash flows.  

If we are unable to protect our intellectual property rights the value of our products and services may be diminished and our business may be 
adversely affected.  

        Our success as a company depends in part upon our ability to protect our core technology and intellectual property. Our expanding 
operations and efforts to develop new products and services also make protection of our intellectual property more critical. The steps we have 
taken to deter misappropriation of intellectual property may be insufficient to protect our proprietary information. From time to time, 
competitors have attempted to use state open records and/or federal Freedom of Information Act laws to obtain our proposal responses. We 
cannot be certain that our efforts to protect these confidential and proprietary elements will always be successful, due to the many factors that go 
into the various state and federal decisions to release information (even in spite of our objections and responses). In addition, misappropriation of 
our intellectual property by third parties, or any disclosure or dissemination of our business intelligence, queries, algorithms and other similar 
information by any means, could undermine any competitive advantage we currently derive or may derive. On the other hand, third parties may 
claim that we are infringing upon or misappropriating their intellectual property. Our exposure to risks related to the use of intellectual property 
may also increase as a result of acquisitions since third parties may make infringement and similar or related claims after we have acquired 
technology. Any of these situations could result in our expending significant time and incurring expense to defend ourselves or to enforce our 
intellectual property rights and could result in our being prevented from furnishing certain products and services. Although we have taken 
measures to protect our proprietary rights, we cannot provide assurance that others will not compete with our business by offering products or 
concepts that are substantially similar to ours. If the protection of our proprietary rights is inadequate to prevent  
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unauthorized use or appropriation by third parties or our employees, the value of our brand and other intangible assets may be diminished and 
competitors may be able to more effectively mimic our products and services, which could have an adverse effect on our business, financial 
condition, results of operations and cash flows.  

Our systems and networks may be subject to cyber security breaches and other disruptions that could compromise our information and harm 
our business.  

        In the ordinary course of our business, we rely heavily upon our technology systems and networks to input, maintain and communicate the 
confidential and proprietary data we receive on behalf of our customers. The secure processing and maintenance of this information is critical to 
our operations and business strategy. Our security measures could be compromised and, as a result, our data, customers' data, information 
technology or infrastructure could be accessed improperly, made unavailable, improperly modified, corrupted by computer hackers, computer 
viruses or other malicious software programs that could attack our services or breached due to employee error or malfeasance, all of which could 
create system disruptions and cause shutdowns or denials of service. This is also true for third-party products or services that we use. In addition, 
subcontractors, teaming partners or other third party vendors that receive or utilize confidential information on our behalf may become subject to 
a security breach, which may result in unauthorized access to such third-party's information systems and/or our customers' protected information. 
The occurrence of any of these events could cause our services to be perceived as vulnerable, cause our customers to lose confidence in our 
services, negatively affect our ability to attract new customers, cause existing customers to terminate or not renew our services and damage our 
reputation, all of which could reduce our revenue, increase our expenses and expose us to legal claims and regulatory actions. Similarly, if our 
internal networks are compromised, we could be adversely affected by the loss of proprietary, trade secret or confidential technical and financial 
data. Because techniques used to obtain unauthorized access or sabotage systems change frequently and generally are not identified until they are 
launched against a target, we may be unable to anticipate these techniques or to implement adequate preventive measures. We could be forced to 
expend significant resources in response to a cyber-security breach, including repairing system damage, increasing cyber security protection 
costs by deploying additional personnel and protection technologies, paying regulatory fines and litigating and resolving legal claims and 
regulatory actions, all of which could increase our expenses, divert the attention of our management and key personnel away from our business 
operations and adversely affect our results of operations.  

The federal government or a state may limit or prohibit the outsourcing of certain programs or functions, or may refuse to grant consents 
and/or waivers necessary to permit private entities, such as us, to perform certain elements of government programs or functions, or there 
may be other state or federal limitations on our outsourcing of work or our vendor use that obstruct cost-effective performance of our 
contracts.  

        The federal government or a state could limit or prohibit private contractors like us from operating or performing elements of certain 
government functions or programs. State or local governments could be required to operate such programs with government employees as a 
condition of receiving federal funding. Moreover, under current law, in order to privatize certain functions of government programs, the federal 
government must grant a consent and/or waiver to the petitioning state or local agency. If the federal government does not grant a necessary 
consent or waiver, the state or local agency will be unable to outsource that function to a private entity. Such a situation could eliminate a 
contracting opportunity or reduce the value of an existing contract.  

        Similarly, other state or federal limitations on outsourcing certain types of work to vendors that supplement our own workforce could make 
it more difficult for us to fulfill our contracts in a cost-effective manner. Certain segments of our operations use or involve vendor or 
subcontractor personnel located outside of the United States, who may (under carefully controlled circumstances) access certain PHI in the  
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course of assisting us with various elements of the services we provide to our customers. There is, however, increasing pressure from an 
expanding number of sources to prohibit the use of off-shore labor, particularly on government contracts. The federal government and a number 
of states have considered laws and/or issued rules and orders that would limit, restrict or wholly prohibit the use of off-shore labor in 
performance of government contracts, or impose sanctions for the use of such resources. Some of our customers have already chosen to 
contractually limit or restrict our ability to use off-shore resources. Intensified restrictions of this type or associated penalties could raise our 
costs of doing business, expose us to unexpected fines or penalties, increase the prices we must charge to customers to realize a profit and 
eliminate or significantly reduce the value of existing contracts or potential contract opportunities, any of which could have a material adverse 
effect on our business, financial condition, results of operations and cash flows.  

Changes in, or interpretations of, tax rules and regulations may adversely affect our effective tax rates. 

       We are a United States-based company subject to various federal, state and local tax laws and regulations in multiple U.S. jurisdictions that 
govern numerous aspects of our business.  

       Unanticipated changes in our tax rates could affect our future results of operations. Our future effective tax rates could be unfavorably 
affected by changes in the tax rates in jurisdictions where our income is earned and taxed, by changes in, or our interpretation of, tax rules and 
regulations in the jurisdictions in which we do business, by increases in expenses not deductible for tax purposes including impairments of 
goodwill, by changes in U.S. GAAP or by changes in the valuation of our deferred tax assets and liabilities.  

       In addition, we are subject to the continual examination of our income tax returns by the U.S. Internal Revenue Service ("IRS") and other 
domestic tax authorities. We regularly assess the likelihood of outcomes resulting from these examinations to determine the adequacy of our 
provision for income taxes and have reserved for potential adjustments that may result. There can be no assurance that the final determination of 
any of these examinations will not have an adverse effect on our financial condition, results of operations and cash flows.  

We may not be able to realize the entire book value of goodwill and other intangible assets from acquisitions. 

       As of December 31, 2014, we have $361.5 million of goodwill and $74.6 million of net intangible assets. We assess goodwill and other 
intangible assets at least annually for impairment in the second quarter of each year, or more frequently if certain events or circumstances 
warrant. In the event that the book value of goodwill is impaired, any such impairment would be charged to earnings in the period of 
impairment. We cannot provide assurance that future impairment of goodwill will not have a material adverse effect on our business, financial 
condition, results of operations and cash flows.  

Our success may depend on the continued service and availability of key personnel and we may be unable to attract and retain sufficient 
qualified personnel to properly operate our business.  

       Our success and future growth is dependent upon the ability of our executive officers and our senior managers to generate business and 
execute on our business plans successfully. We have experienced executive turnover in the past year and have hired and promoted a number of 
new executive officers. We may face challenges in effectively managing our operations as they learn about our company and business and 
develop working relationships with our other executive officers and their staff. Our ability to execute on our business plans will be impacted if 
our management team cannot work together effectively, or if other members of our senior management team resign.  

       In addition, our success requires that we attract, develop, motivate and retain experienced and innovative executive officers, senior 
managers who have successfully managed or designed government services programs or who have relevant experience in other sectors of the 
data management or healthcare  
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industry and information technology professionals who have designed or implemented complex information technology projects. Innovative, 
experienced and technologically proficient individuals are in great demand and are likely to remain a limited resource. We cannot provide 
assurance that we will be able to continue to attract and retain the most capable and desirable executive officers and senior managers. We may 
incur increased expenses in connection with the hiring, promotion or replacement of any of these key individuals. The loss of the services of one 
or more of our key employees or the loss of significant numbers of senior managers or information technology professionals could adversely 
affect our business, financial condition, results of operations and cash flows.  

Our ability to execute on contracts is dependent on our ability to attract and retain qualified employees.  

        Our delivery of services is labor-intensive. When we are awarded a contract, we must quickly hire project leaders, case management staff 
and other personnel with the specific qualifications required by our contracts. The additional staff also creates a concurrent demand for increased 
administrative personnel. Our ability to maintain our productivity and profitability is limited by our ability to recruit, employ, train and retain the 
skilled personnel necessary to fulfill our contractual requirements. The success of recruitment and retention strategy depends on a number of 
factors, including the competitive demands for employees having the skills we need and the level of compensation required to hire and retain 
such employees. We cannot provide assurance that we will be able to recruit the appropriate personnel in the timeframe required to fulfill our 
contractual obligations, we will be successful in maintaining the personnel necessary to efficiently operate and support our business, or if our 
recruitment and retention strategies are successful, our labor costs will not increase significantly. Our inability to hire sufficient personnel on a 
timely basis and without significantly increasing our labor costs could adversely affect our business, financial condition, results of operations 
and cash flows.  

Our health insurance coverage and self-insurance reserves may not cover future claims.  

        We maintain various insurance policies for employee health, workers' compensation, general liability and property damage. We are self-
insured for our health plans, and have purchased a fully- insured stop loss policy to help offset our liability for both individual and aggregate 
claim costs. We are also responsible for losses up to a certain limit for workers' compensation, general liability and property damage insurance.  

        For policies under which we are responsible for losses, we record a liability that represents our estimated cost of claims incurred and unpaid 
as of the balance sheet date. Our estimated liability is not discounted and is based on a number of assumptions and factors, including historical 
trends, actuarial assumptions and economic conditions, and is closely monitored and adjusted when warranted by changing circumstances. Our 
significant growth rate could affect the accuracy of estimates based on historical experience. Should a greater amount of claims occur compared 
to what was estimated or medical costs increase beyond what was expected, our accrued liabilities might not be sufficient and we may be 
required to record additional expense. Unanticipated changes may also produce materially different amounts of expense than reported under 
these programs, which could adversely affect our financial condition, results of operations and cash flows.  

 
Risks Related to Our Common Stock  

The market price of our common stock may be volatile.  

        The market price of our common stock has fluctuated widely and may continue to do so. During the 52-week period ended February 20, 
2015, the closing price of our common stock on the NASDAQ Global Select market ranged from a high of $23.23 per share, to a low of $15.74 
per share. We expect our stock price to be subject to fluctuations as a result of a variety of factors, including factors beyond our control. Some of 
these factors are:  

•  actual or anticipated variations in our results of operations;  
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• the gain or loss of significant contracts or the changes in the contingency fee rates or other significant terms of our business 
arrangements with our significant customers;

• delays in our development and introduction of new services;

• changes in government policies or regulations;

• delays by government agencies of the awarding of contracts, including the impact of any protests or lawsuits filed in connection 
with the award of any such contracts;

• developments in our relationships with current or future customers and suppliers;

• operating and stock price performance of other companies that investors deem comparable to our company;

• news reports relating to trends, concerns and other issues in the healthcare industry;

• perceptions in the marketplace regarding us and/or our competitors;

• acquisitions or business combinations, strategic partnerships, joint ventures or capital commitments by or involving us or our 
competitors;

• political developments affecting healthcare at the federal, state or local level;

• our failure to integrate acquisitions or realize anticipated benefits from acquisitions;

• the hiring or departure of key personnel;

• the introduction of new services by us or our competitors;

• changes in estimates of our performance or recommendations by securities analysts;

• future sales of shares of common stock in the public market;

• any other changes in the amount of our outstanding shares, including as a result of share repurchases;

• securities class action or other litigation; and

• market conditions in the industry and the economy as a whole.

       In addition, the stock market often experiences significant price and volume fluctuations. These fluctuations are often unrelated to the 
operating performance of particular companies. These broad market fluctuations may adversely affect the market price of our common stock. 
When the market price of a company's stock drops significantly, stockholders may institute securities class action litigation against that 
company. Any litigation against us could cause us to incur substantial costs, divert the time and attention of our management and other resources 
or otherwise harm our business.  

Certain provisions of our certificate of incorporation could discourage unsolicited takeover attempts, which could depress the market price of 
our common stock.  

       Our certificate of incorporation authorizes the issuance of up to 5,000,000 shares of "blank check" preferred stock with such designations, 
rights and preferences as may be determined by our Board of Directors. Accordingly, our Board of Directors is empowered, without stockholder 
approval, to issue preferred stock with dividend, liquidation, conversion, voting or other rights, that could adversely affect the voting power or 
other rights of holders of our common stock. In the event of issuance, preferred stock could be utilized, under certain circumstances, as a method 
of discouraging, delaying, or preventing a change in control. Although we have no present intention to issue any shares of preferred stock, we 
cannot provide assurance that we will not do so in the future. In addition, our bylaws provide for a classified Board of Directors, which could 
also have the effect of discouraging a change of control.  
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Because we do not intend to pay dividends, you will benefit from an investment in our common stock only if it appreciates in value.  

        We have paid no cash dividends on any of our capital stock to date and currently intend to retain our future earnings, if any, to fund the 
development and growth of our business. As a result, we do not expect to pay any cash dividends in the foreseeable future. The success of your 
investment in our common stock will likely depend entirely upon any future appreciation. There is no guarantee that our common stock will 
appreciate in value or even maintain the price at which you purchased your shares.  

Failure to maintain adequate internal controls may affect our ability to timely or accurately report our financial results.  

        Our management is responsible for establishing and maintaining adequate internal control over our financial reporting, as defined in 
Rule 13a-15(f) under the Exchange Act. If we identify and are unable to remediate material weaknesses or significant deficiencies in our internal 
control, our consolidated financial statements may contain material misstatements and we could be required to restate our financial results. If our 
financial statements are not accurate, investors may not have a complete understanding of our operations. Likewise, if our financial statements 
are not filed on a timely basis as required by the SEC and NASDAQ, we could face severe consequences from those authorities. Either case may 
result in a material adverse effect on our business. Inferior internal controls could also cause investors to lose confidence in our reported 
financial information, which could have a negative effect on the trading price of our stock.  

Item 1B.    Unresolved Staff Comments.  

        None.  

Item 2.    Properties.  

        In June 2010, we purchased the 223,000 square foot office building in Irving, Texas that serves as our corporate headquarters and as the 
primary center for our operational activities. In addition, in February 2014, we entered into a lease agreement for 63,922 square feet of office 
space in Las Vegas, Nevada. As of December 31, 2014, we leased approximately 272,000 square feet of office space in 30 other locations 
throughout the United States, the leases for which have expiration dates later in 2015 and through 2024. See Note 14—"Commitments and 
Contingencies" in our Notes to the Consolidated Financial Statements in Item 8. Consolidated Financial Statements and Supplementary Data for 
additional information about our lease commitments. In general, we believe our facilities are suitable to meet our current and reasonably 
anticipated future needs.  

Item 3.    Legal Proceedings.  

        From time to time, we may be subject to investigations, legal proceedings and other disputes arising in the ordinary course of our business, 
including but not limited to regulatory audits, billing and contractual disputes and employment-related matters.  

        Our contractual relationships, including those with federal and state government entities, subject our operations, billing and business 
practices to scrutiny and audit, including by multiple agencies and levels of government, as well as to frequent transitions and changes in the 
personnel responsible for oversight of our contractual performance. From time to time, we may have contractual disputes with our customers 
arising from differing interpretations of contractual provisions that define our rights, obligations, scope of work or terms of payment, and with 
associated claims of liability for inaccurate or improper billing for reimbursement of contract fees, or for sanctions or damages for alleged 
performance deficiencies. Resolution of such disputes may involve litigation or may require that we accept some amount of loss or liability in 
order to avoid customer abrasion, negative marketplace perceptions and other disadvantageous results that could affect our business, financial 
condition, results of operations and cash flows.  
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       Kern Health Systems :    In August 2011, in the Superior Court of the State of California, County of Los Angeles, Kern Health Systems 
("KHS" or "Plaintiff") sought to recover in excess of $7.0 million exclusive of interest, attorney fees and costs, against Allied Management 
Group Special Investigation Unit, Inc. ("AMG"), Dennis Demetre, and Lori Lewis (collectively, "Defendants"), jointly and severally, on causes 
of action for breach of contract, professional negligence, intentional misrepresentation, negligent misrepresentation and unfair business practices 
under the California Business and Professions Code. On June 9, 2014, the jury issued its verdict in favor of all Defendants, and against KHS, on 
all causes of action except negligent misrepresentation. On that cause of action, the jury issued a verdict against all Defendants, jointly and 
severally, in the sum of $1.38 million. The negligent misrepresentation verdict was based on representations to KHS allegedly made by AMG 
and former owner Dennis Demetre in the spring of 2008, prior to our acquisition of AMG. We believe that the jury erroneously awarded 
damages based on an error inasmuch as the jury unanimously found that Defendants (through Demetre) made the negligent misrepresentation to 
KHS while having reasonable grounds for believing the representation to be true. Based on the jury's verdict, we believe we are properly 
characterized as the prevailing party on the breach of contract claim. AMG has filed an appeal of the verdict and is seeking to recover its 
attorney fees and costs in the sum of approximately $2.3 million. We have not recorded an obligation on this matter at this time, as we have 
appealed this decision and believe it is probable that we will prevail on the appeal of this matter, although there are risks and uncertainties related 
to any litigation, including appeals, and neither we nor our counsel can assure litigation results. Pending the appeal process, we were required to 
obtain a surety bond in the amount of 150% of the final judgment amount, or approximately $2.2 million, which was collateralized by a cash 
deposit and is reflected in Other current assets on our audited Consolidated Balance Sheet at December 31, 2014.  

       Dennis Demetre and Lori Lewis :    In July 2012, two of AMG's former owners, Dennis Demetre and Lori Lewis filed an action in the 
Supreme Court of the State of New York, claiming an undetermined amount of damages alleging that various actions unlawfully deprived 
Demetre and Lewis of the acquisition earn-out portion of the purchase price of AMG under the applicable Stock Purchase Agreement (the 
"SPA") and that we had breached certain contractual provisions under the SPA. Demetre and Lewis filed a second amended complaint with two 
causes of action for breach of contract. We filed a counter claim for breach of contract arising out of Demetre's and Lewis's failure to indemnify 
us for costs, including attorney fees arising out of our defense of the KHS action described above and for fraud arising out of Demetre's and 
Lewis's misrepresentations concerning capabilities of their software platform. We believe we have a meritorious defense and will continue to 
defend this matter vigorously, although there are risks and uncertainties related to any litigation.  

       Restrictive Covenants and Trade Secret Actions in Texas and New York :    We are the plaintiff in lawsuits filed in August 2014, entitled 
HMS Holdings Corp., et al. v. Public Consulting Group, Inc., James Gambino, and Jason Ramos, in the District Court of Dallas County, Texas, 
Cause No. DC-14-09047 (the "Texas Action"), and HMS Holdings Corp., et al. v. Matthew Arendt, Sean Curtin, and Danielle Lange, in New 
York State Supreme Court, Albany County, Index No. A00754/2014 (the "New York Action"). These suits allege that, in violation of their 
respective contractual, statutory and common law obligations to us, defendant Public Consulting Group, Inc. and defendant former HMS 
employees Gambino, Ramos, Arendt, Curtin, and Lange, unlawfully misappropriated our confidential, proprietary and trade secret information, 
as well as our employee and customer relationships. The lawsuits seek damages and injunctive relief and assert causes of action including breach 
of contract, breach of fiduciary duty and misappropriation of trade secrets. At the Texas Court's direction, an agreed temporary restraining order 
was entered, under which, inter alia, the defendants are prohibited from using our confidential information, and must return any of our 
information. Both the Texas and New York matters are currently in the discovery phase.  

Item 4.    Mine Safety Disclosures. 

 Not applicable. 
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PART II  

Item 5.    Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities.  

Market Information  

        Our common stock is included in the NASDAQ Global Select Market, under the symbol HMSY. The table below summarizes the market 
closing high and low sales prices per share for our common stock for the periods indicated, as reported on the NASDAQ Global Select Market.  

Holders  

        As of the close of business on February 12, 2014, there were 343 holders of record of our common stock.  

Dividends  

        We have not paid any cash dividends on our common stock and do not anticipate paying cash dividends in the foreseeable future. Our 
current intention is to retain earnings to support the future growth of our business.  

        In addition, our Credit Agreement restricts our ability to make certain payments or distributions with respect to our capital stock, including 
cash dividends to our stockholders. These restrictions are described in more detail in Item 7. Management's Discussion and Analysis of Financial 
Condition and Results of Operations, under "Liquidity and Capital Resources" and in Note 8—"Credit Agreement", in our Notes to the 
Consolidated Financial Statements under Item 8. Consolidated Financial Statements and Supplementary Data.  

Comparative Stock Performance Graph  

        The graph below compares the cumulative total stockholder return on our common stock with the cumulative total stockholder returns of 
the NASDAQ Composite Index, the NASDAQ Computer and Data Processing Index and the NASDAQ Health Services Index assuming an 
investment of $100 on December 31, 2009 and the reinvestment of dividends through fiscal year ended December 31, 2014.  
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     High   Low   
Year ended December 31, 2014                

Quarter ended December 31, 2014    $ 23.23   $ 18.39   
Quarter ended September 30, 2014    $ 23.00   $ 18.41   
Quarter ended June 30, 2014    $ 20.41   $ 15.74   
Quarter ended March 31, 2014    $ 26.05   $ 18.89   

Year ended December 31, 2013                
Quarter ended December 31, 2013    $ 23.60   $ 17.39   
Quarter ended September 30, 2013    $ 26.77   $ 21.43   
Quarter ended June 30, 2013    $ 28.13   $ 21.89   
Quarter ended March 31, 2013    $ 31.93   $ 25.53   
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COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*  

Among HMS Holdings Corp., the NASDAQ Composite Index,  
the NASDAQ Computer & Data Processing Index, and the NASDAQ Health Services Index  

  

*  $100 invested on 12/31/09 in stock or index, including reinvestment of dividends.  
Fiscal year ending December 31.  

         Notwithstanding anything to the contrary set forth in any of our previous or future filings under the Securities Act of 1933, as amended, or 
the Securities Exchange Act of 1934, as amended, that might incorporate by reference this Annual Report on Form 10-K or future filings made 
by us under those statutes, the Stock Performance Graph is not deemed filed with the Securities and Exchange Commission, is not deemed 
soliciting material and shall not be deemed incorporated by reference into any of those prior filings or into any future filings we make under 
those statutes, except to the extent that we specifically incorporate such information by reference into a previous or future filing, or specifically 
request that such information be treated as soliciting material, in each case under those statutes.  
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     12/31/09   12/31/10   12/31/11   12/31/12   12/31/13   12/31/14   
HMS Holdings Corp    $ 100.00   $ 133.03   $ 197.04   $ 159.70   $ 139.86   $ 130.25   
NASDAQ Composite    $ 100.00   $ 117.61   $ 118.70   $ 139.00   $ 196.83   $ 223.74   
NASDAQ Computer & Data 

Processing    $ 100.00   $ 106.82   $ 107.70   $ 115.65   $ 176.58   $ 202.04   
NASDAQ Health Services    $ 100.00   $ 100.48   $ 82.48   $ 93.99   $ 134.74   $ 161.37   
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Item 6.    Selected Financial Data.  

        The following table sets forth selected consolidated financial data at and for each of the five fiscal years in the period ended December 31, 
2014. It should be read in conjunction with Management's Discussion and Analysis of Financial Condition and Results of Operations, included 
in Item 7 of this Annual Report and the Consolidated Financial Statements and Supplementary Data thereto, included in Item 8 of this Annual 
Report.  
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     Year ended December 31,   
     2014   2013   2012   2011   2010   
Statement of Operations Data                                  
(in thousands, except per share 

data)                                  
Revenue    $ 443,225   $ 491,762   $ 473,696   $ 363,826   $ 302,867   
Total operating expenses      409,021     414,584     374,184     282,955     236,123   

Operating income      34,204     77,178     99,512     80,871     66,744   
Interest expense      (7,931 )   (12,460 )   (16,561 )   (605 )   (94 ) 
Interest income      57     71     12     65     94   
Other income, net      —    801     382     632     (69 ) 

Income before income taxes      26,330     65,590     83,345     80,963     66,675   
Income taxes      12,383     25,593     32,829     33,178     26,583   

Net income and comprehensive 
income    $ 13,947   $ 39,997   $ 50,516   $ 47,785   $ 40,092   

​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ 

Net Income Per Common Share                                  
Basic income per common share:                                  

Net income per common 
share—basic    $ 0.16   $ 0.46   $ 0.59   $ 0.56   $ 0.49   

​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ 

Diluted income per common share:                                  
Net income per common 

share—diluted    $ 0.16   $ 0.45   $ 0.57   $ 0.55   $ 0.47   
​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ 

Weighted average shares:                                  
Basic      87,673     87,598     86,204     84,588     81,762   

​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ 

Diluted      88,164     88,344     88,365     87,444     85,375   
​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ 

     Year ended December 31,   
     2014   2013   2012   2011   2010   
Balance Sheet Data                                  
(in thousands)                                  
Cash and cash equivalents    $ 133,116   $ 93,366   $ 135,227   $ 97,003   $ 94,836   
Working capital    $ 226,271   $ 199,069   $ 205,537   $ 169,862   $ 147,546   
Total assets    $ 880,988   $ 878,602   $ 926,052   $ 869,331   $ 352,905   
Revolving credit facility    $ 197,796   $ 232,796   $ —  $ —  $ —  
Term loan, less current portion    $ —  $ —  $ 297,500   $ 332,500   $ —  
Total stockholders' equity    $ 533,090   $ 502,439   $ 462,874   $ 391,237   $ 307,638   
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I tem 7.    Management's Discussion and Analysis of Financial Condition and Results of Operations. 

       We begin Management's Discussion and Analysis of Financial Condition and Results of Operations with a business overview discussion. 
We then present the critical accounting policies that we believe are important to understanding the assumptions and judgments incorporated in 
our reported financial results followed by a discussion of our results of operations. We provide an analysis of our liquidity and capital resources, 
including discussions of our sources of capital, cash flows and financial commitments, and present the effects of recent accounting 
pronouncements.  

       The following discussion and analysis of financial condition and results of operations should be read in conjunction with the other sections 
of this Annual Report, including the disclaimer regarding forward-looking statements appearing prior to Part I, Item 1, the Risk Factors 
appearing in Part I, Item 1A and the Consolidated Financial Statements and Supplemental Data thereto appearing in Part II, Item 8. Historical 
results set forth in Part II, Item 6 Selected Financial Data, Item 7 and Item 8 of this Annual Report should not be taken as necessarily indicative 
of our future operations.  

Business Overview 

       We are managed and operate as one business, with a single management team that reports to the Chief Executive Officer. We do not operate 
separate lines of business with respect to any of our product lines. We operate in the U.S. healthcare insurance benefit cost containment 
marketplace. We provide coordination of benefits services to government and private healthcare payers and sponsors to ensure that the 
responsible party pays healthcare claims. Our payment integrity services ensure that healthcare claims billed are accurate and appropriate. 
Together, these various services help customers recover amounts from liable third parties; prevent future improper payments; reduce fraud, 
waste and abuse; and ensure regulatory compliance.  

       As of December 31, 2014, we served CMS, the VHA, 46 state Medicaid programs and the District of Columbia. We also provided services 
to approximately 220 commercial customers and supported their multiple lines of business, including Medicaid managed care, Medicare 
Advantage and group and individual health. We also served as a subcontractor for certain business outsourcing and technology firms.  

2014 Highlights and Year in Review 

       Total revenue was $443.2 million for the year ended December 31, 2014, a decrease of $48.6 million compared to total revenue of 
$491.8 million for the year ended December 31, 2013. This decrease was primarily a result of the substantial decline in revenue from HDI's 
Medicare RAC contract, which was partially offset by the expansion of services to our existing customers and growth through serving 
commercial customers. In addition, our state government customers continue their use of our services for coordination of benefits and other cost 
containment functions and we have been able to increase our revenue through these initiatives. Revenue excluding our Medicare RAC business 
for the year ended December 31, 2014 was $421.2 million, an increase of $37.4 million, or 9.8%, compared to prior year revenue excluding 
Medicare RAC of $383.8 million.  

       Our business was impacted by a number of key factors in 2014, including legislative changes, the growth in Medicaid and Medicare 
enrollment and spending, successes in our commercial sales program, the reduction in Medicare RAC revenue and the changes in our customer 
concentration.  

Healthcare Environment 

       In March 2010, the ACA was signed into law and in June 2012, the U.S. Supreme Court upheld the constitutionality of the ACA, ruling that 
the federal government could not condition continued receipt of a state's existing Medicaid funding on its agreement to implement the Medicaid 
expansion. As of December 2014, 27 states and the District of Columbia have committed to expanding their Medicaid programs and/or have 
begun to implement Medicaid expansion. Based on CMS NHE Projections for 2013-2023, in 2014,  
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Medicare programs covered approximately 53 million people and Medicaid/CHIP programs covered approximately 72 million people.  

        As enrollment in these government healthcare programs continues to grow under the ACA, there is increased pressure on states to contain 
the growth of state and federal Medicaid spending and to provide more access to healthcare for low-income individuals. According to the CMS 
NHE Projections for 2013-2023, Medicare programs spent approximately $616 billion in 2014, an increase of $25 billion compared to the 
amount spent in 2013, which CMS estimated was approximately $591 billion. In 2014, Medicaid/CHIP programs spent approximately 
$521 billion, an increase of $58 billion compared to the amount spent in 2013, which CMS estimated was approximately $463 billion. In 
response to the budgetary pressure facing the states and the rising cost of care and the number of beneficiaries, the use of managed care 
arrangements in Medicaid continues to grow. In addition, states are expanding the use of managed care organizations to new regions within the 
state or are using managed care arrangements to serve beneficiaries with more complex conditions. As such, a majority of new lives entering the 
Medicaid program under the ACA were enrolled in managed care organizations during 2014.  

        Another result of the ACA is the increasing complexity in determining eligibility, as well as the shifting of members from Medicaid 
government premium subsidies through the exchange and potentially back to Medicaid due to changes in income.  

Customer Concentration  

        For the year ended December 31, 2014, our commercial sales were $170.9 million, an increase of $21.8 million, or 14.6%, from 
$149.1 million in 2013. This increase was driven by the number of new members we added to our commercial customer base and our sales of 
additional products to existing commercial customers. In addition, for the year ended December 31, 2014, our government sales were 
$225.8 million, an increase of $18.4 million, or 8.9%, from $ 207.4 million in 2013. Our non-Medicare RAC federal and other sales for the year 
ended December 31, 2014 were $24.5 million, a decrease of $2.7 million, or 9.9%, from $27.2 million in 2013.  

        One of our largest customers in 2014 was CMS. Our largest contract with CMS is HDI's Medicare RAC Contract, which after multiple 
contract modifications, now provides for a term that expires on December 31, 2015. For the year ended December 31, 2014, revenue recognized 
under this agreement was $22.0 million, a decrease of $86.0 million from the prior year revenue of $108.0 million. This decrease is due to the 
delay of new contract awards under the Medicare RAC Program and the suspension of inpatient hospital claim reviews under the Two Midnight 
Rule. See the Risk Factor—"Our business could be adversely affected if we fail to maintain a high level of customer retention, lose a major 
customer or fail to reprocure a contract, or if customers elect to reduce the scope of our contracts or terminate them before their scheduled 
expiration dates" for additional information.  

Outlook  

        To date, we have grown our business through the internal development of new services and through acquisitions of businesses whose core 
services strengthen our overall mission to help our customers control healthcare costs. Our largest growth during 2014 was with commercial 
customers and we expect the commercial healthcare space to present the greatest opportunity for growth in the year ahead, particularly with the 
ongoing expansion of Medicaid and Medicare managed care (Medicare Advantage). We plan to continue our business growth by leveraging our 
expertise to add new customers at the state, federal and employer levels and by expanding our current contracts to provide new services to 
existing customers. Our goal is to develop and build on existing partnerships with our state, federal and commercial customers and our other 
partners to provide services that address their business needs. We also expect to improve our margins by increasing yield from our current 
products by increasing our operating efficiency.  
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Critical Accounting Policies  

        Revenue Recognition:     We provide products and services under contracts that contain various fee structures, including contingency fee 
and fixed fee arrangements. We recognize revenue when a contract exists, products or services have been provided to the customer, the fee is 
fixed and determinable, and collectability is reasonably assured. In addition, we have contracts with the federal government which are generally 
cost-plus or time and material based. Revenue on cost-plus contracts is recognized based on costs incurred plus an estimate of the negotiated fee 
earned. Revenue on time and materials contracts is recognized based on hours worked and expenses incurred.  

        Under our Medicare RAC contract with CMS, our Medicaid RAC contracts with various states, and similar contracts for commercial 
customers, we recognize revenue when claims are sent to the customer for offset against future claims payments. Providers have the right to 
appeal a claim and may pursue additional appeals if the initial appeal is found in favor of the customer. We accrue an estimated liability for 
appeals based on the amount of fees that are subject to appeals, closures or other adjustments and which we estimate are probable of being 
returned to providers following a successful appeal. This estimated liability for appeals is an offset to revenue in our Consolidated Statements of 
Comprehensive Income. Our estimates are based on our historical experience with appeals. The estimated liability for appeals of $36.8 million at 
December 31, 2014, and $41.9 million as of December 31, 2013, represents our estimate of the potential amount of repayments related to appeals 
of claims, closures and other adjustments for which fees were previously collected. This is reflected as a separate line item in the current 
liabilities section of our balance sheet titled "Estimated liability for appeals." To the extent the amount to be returned to providers following a 
successful appeal, closure or other adjustment exceeds the amount accrued, revenue in the applicable period would be reduced by the amount of 
the excess.  

        As of December 31, 2014, we have accrued an estimated liability for appeals and estimated allowance for appeals based on our historical 
experience with this activity under our customers' contracts. At this time, we do not believe that we face a risk of significant loss in excess of the 
amounts accrued. Accordingly, we believe that an estimate of any possible loss in excess of the amounts accrued is immaterial. Any future 
changes to any of our customer contracts, including further modifications to the transition plan for incumbent Medicare recovery audit 
contractors, may require us to apply different assumptions that could affect our estimated liability for future periods. We similarly accrue an 
allowance against accounts receivable related to fees yet to be collected, based on the same estimates used to establish the estimated liability for 
appeals of fees received. Our inability to correctly estimate the estimated liabilities and allowance against accounts receivable could adversely 
affect our revenue in future periods.  

        When contracts have multiple deliverables, we evaluate these deliverables at the inception of each contract and as each item is delivered. As 
part of this evaluation, we (i) consider whether a delivered item has value to a customer on a standalone basis; (ii) use the vendor specific 
objective evidence ("VSOE") of selling price or third party estimate ("TPE") of selling price. If neither VSOE nor TPE of selling price exist for a 
deliverable, we use best estimated selling price for that deliverable; and (iii) allocate revenue to each non-contingent element based upon the 
relative selling price of each element. Revenue allocated to each element is then recognized when the above four basic revenue recognition 
criteria are met for each element. Arrangements, including implementation and transaction related revenue, are accounted for as a single unit of 
accounting. Since implementation services do not carry a standalone value, the revenue relating to these services is recognized over the term of 
the customer contract to which it relates.  

        In addition, some of our contracts may include customer acceptance provisions. Formal customer sign-off is not always necessary to 
recognize revenue, provided we objectively demonstrate that the criteria specified in the acceptance provision are satisfied. Due to the range of 
products and services that we provide and the differing fee structures associated with each type of contract, we may recognize revenue in 
irregular increments.  
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        Expense Classifications:     Our cost of services in our Consolidated Statements of Comprehensive Income is presented in the seven 
categories set forth below. Each category of cost excludes costs relating to selling, general and administrative functions, which are presented 
separately as a component of total operating expenses. A description of the primary costs included in each cost of service category is provided 
below:  

•  Compensation:   Salary, fringe benefits and bonus.  
 

•  Data processing:   Hardware, software and data communication costs.  
 

•  Occupancy:   Rent, utilities, depreciation, office equipment, repair and maintenance costs.  
 

•  Direct project costs:   Variable costs incurred from third party providers that are directly associated with specific revenue 
generating projects and employee travel expense.  
 

•  Other operating costs:   Professional fees, temporary staffing, travel and entertainment, insurance and local and property tax 
costs.  
 

•  Amortization of intangible assets:   Amortization cost of acquisition related software and intangible assets.  
 

•  Selling, general and administrative:   Costs related to general management, marketing and administration activities including 
stock-based compensation expense.  

        Accounting for Income Taxes:     Income taxes are accounted for under the asset and liability method. Under this method, deferred tax assets 
and liabilities are recognized for the future tax consequences attributable to temporary and permanent differences between the financial 
statement carrying amounts of existing assets and liabilities and their respective tax bases. This method also requires the recognition of future tax 
benefits for net operating loss carry-forwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to 
taxable income in the years in which those temporary differences are expected to be recovered or settled. The effect on deferred tax assets and 
liabilities of a change in tax rates is recognized as income in the period that includes the enactment date. A valuation allowance is provided 
against deferred tax assets to the extent their realization is not more likely than not.  

        Uncertain income tax positions are accounted for by prescribing a minimum recognition threshold that a tax position is required to meet 
before being recognized in the financial statements.  

        Valuation of Goodwill:     Goodwill, representing the excess of acquisition costs over the fair value of assets and liabilities of acquired 
businesses, is subject to a periodic assessment for impairment in accordance with Accounting Standards Codification ("ASC") 350—Intangibles, 
Goodwill and Other. We assess goodwill for impairment on an annual basis as of June 30 of each year or more frequently if an event occurs or 
changes in circumstances would more likely than not reduce the fair value of a reporting unit below its carrying amount. Our assessment of 
goodwill impairment is at the HMS Holdings Corp. entity level as we operate as a single reporting unit.  

        We have the option to perform a qualitative assessment to determine if an impairment is more likely than not to have occurred. If we can 
support the conclusion that it is more likely than not that the fair value of a reporting unit is greater than its carrying amount, then we would not 
need to perform the two-step impairment test for that reporting unit. If we cannot support such a conclusion, or we do not elect to perform the 
qualitative assessment, then the first step of the goodwill impairment test is used to identify potential impairment by comparing the fair value of 
a reporting unit with its carrying amount, including goodwill.  

        In the prior year, we performed our impairment testing for goodwill using the two step approach.  

        In the current year, we performed a qualitative assessment to determine if an impairment is more likely than not to have occurred and there 
was no impairment of goodwill identified.  
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 There are no impairment charges related to goodwill for any of the fiscal periods presented. 

       Estimating valuation allowances and accrued liabilities, such as bad debt:     The preparation of financial statements requires our 
management to make estimates and assumptions that affect the reported amount of assets and liabilities and disclosure of contingent assets and 
liabilities at the date of the financial statements and the reported amount of revenue and expenses during the reported period. In particular, 
management must make estimates of the probability of collecting our accounts receivable. When evaluating the adequacy of the allowance for 
doubtful accounts, management reviews our accounts receivable based on an analysis of historical bad debts, customer concentrations, customer 
credit-worthiness, current economic trends and changes in our customer payment terms. As of December 31, 2014 and 2013, the accounts 
receivable balance was $157.1 million and $171.7 million, respectively, net of allowance for doubtful accounts of $1.9 million and $0.9 million, 
respectively and estimated allowance for appeals, closures and other adjustments of $4.8 million and $13.9 million, respectively.  

       Stock-based Compensation:     We grant stock options to purchase our common stock and restricted stock units to our employees and 
directors. Stock-based compensation cost is measured at the grant date based on the fair value of the award and is recognized as an expense over 
the requisite service period, which is generally the vesting period.  

       We estimate the fair value of options granted using the Black-Scholes and the Monte Carlo option pricing models. The application of these 
valuation models involves assumptions that are highly subjective, judgmental and sensitive in the determination of compensation cost. The 
Black-Scholes and Monte Carlo models incorporate the expected term of the option, the expected volatility of the price of our common stock, 
risk free interest rates and the expected dividend yield of our common stock. Expected volatilities are calculated based on the historical volatility 
of our stock. Management monitors stock option exercises and employee termination patterns to estimate forfeiture rates within the valuation 
model. Separate groups of employees that have similar historical exercise behavior are considered separately for valuation purposes. The 
expected terms of options granted are based on our historical experience for similar types of stock option awards. The risk-free interest rate for 
periods within the contractual life of the option is based on the interest rate of U.S. Treasury Note's with the same expected term of the grant. All 
share based payment awards are amortized on a straight-line basis over the requisite service period of the awards, which is generally the vesting 
period.  

       If factors change and we employ different assumptions for estimating stock-based compensation expense in future periods or if we decide to 
use a different valuation model, stock-based compensation in future periods may differ significantly from what we have recorded in the current 
period and could materially affect our operating income, net income and net income per share.  

       We estimate forfeitures at the time of grant and revise the forfeiture rate in subsequent periods if actual forfeitures differ from our estimates. 
If actual forfeitures vary from our estimates, we will recognize the difference in compensation expense in the period the actual forfeitures occur 
or at the time of vesting.  

       Use of estimates:     We prepare our consolidated financial statements in accordance with U.S. GAAP. In doing so, we have to make 
estimates and assumptions that affect our reported amounts of assets, liabilities, revenue and expenses, as well as related disclosure of contingent 
assets and liabilities. In some cases, we could reasonably have used different accounting policies and estimates. In some cases, changes in the 
accounting estimates are reasonably likely to occur from period to period. Accordingly, actual results could differ materially from our estimates. 
To the extent that there are material differences between these estimates and actual results, our financial condition or results of operations will be 
affected. We base our estimates on past experience and other assumptions that we believe are reasonable under the circumstances and we 
evaluate these estimates on an ongoing basis. We refer to accounting estimates of this type as critical accounting policies and estimates, which 
we have discussed further above. We have reviewed our critical accounting policies and estimates with the Audit Committee of our Board of 
Directors.  
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        Contingencies:     From time to time, we are involved in legal proceedings in the ordinary course of business. We assess the likelihood of 
any adverse judgments or outcomes to these contingencies as well as potential ranges of probable losses and establish reserves accordingly. 
Significant judgment is required to determine both probability and the estimated amount. We review these provisions at least quarterly and adjust 
these provisions to reflect the impact of negotiations, settlements, rulings, advice of legal counsel and updated information. Litigation is 
inherently unpredictable and is subject to significant uncertainties, some of which are beyond our control. The amount of reserves required may 
change in future periods due to new developments in each matter or changes in approach to a matter such as a change in settlement strategy.  

        The policies described above are not intended to be a comprehensive list of all of our accounting policies. In many cases, the accounting 
treatment of a particular transaction is specifically dictated by U.S. GAAP, with no need for management's judgment in their application. There 
are also areas in which the audited consolidated financial statements and notes thereto included in this Form 10-K contain accounting policies 
and other disclosures required by U.S. GAAP.  

Years Ended December 31, 2014 and 2013  

        The following table sets forth, for the periods indicated, certain items in our Consolidated Statements of Comprehensive Income expressed 
as a percentage of revenue:  

Operating Results  

        Revenue for the year ended December 31, 2014 was $443.2 million, a decrease $48.6 million, or 9.9%, from revenue of $491.8 million for 
the year ended December 31, 2013. This resulted from an $86.0 million decrease in revenue related to the transitional reduction in revenue from 
the Medicare RAC contract and a $15.7 million decrease related to contract expirations. These decreases were partially offset by a $45.4 million 
increase in revenue resulting from changes in the yield and scope of projects from existing customers and differences in the timing of when 
customer projects were completed in the current year  
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Years ended 
December 31,   

     2014   2013   
Revenue      100.0 %   100.0 % 
Cost of services:                

Compensation      40.0     37.8   
Data processing      8.9     7.5   
Occupancy      3.8     3.7   
Direct project costs      9.7     9.4   
Other operating costs      5.6     5.4   
Amortization of acquisition related software and 

intangible assets      6.5     6.5   
Total cost of services      74.5     70.3   

Selling, general and administrative expenses      17.8     14.0   
Total operating expenses      92.3     84.3   

Operating income      7.7     15.7   
Interest expense      (1.8 )   (2.6 ) 
Other income, net      —    0.2   

Income before income taxes      5.9     13.3   
Income taxes      (2.8 )   (5.2 ) 
Net income and comprehensive income      3.1 %   8.1 % 
​ ​ ​ ​ ​ ​ 
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compared to the prior year. For the year ended December 31, 2014, an additional $7.7 million in revenue was generated from new customers. 

       Compensation expense as a percentage of revenue was 40.0% for the year ended December 31, 2014, compared to 37.8% for the prior year. 
Compensation expense was $177.3 million for 2014, a decrease of $8.5 million, or 4.6%, from the prior year compensation expense of 
$185.8 million. This decrease reflects a $7.4 million decrease in salary and overtime expense and a $2.2 million decrease in variable 
compensation, partially offset by a $0.8 million increase in severance expense and a $0.3 million increase in fringe benefits expenses. For the 
year ended December 31, 2014, we averaged 2,167 employees, a 10.5% decrease over the year ended December 31, 2013, during which we 
averaged 2,421 employees.  

       Data processing expense as a percentage of revenue was 8.9% for the year ended December 31, 2014, compared to 7.5% for the prior year. 
Data processing expense was $39.7 million for 2014, an increase of $2.6 million, or 7.0%, from the prior year data processing expense of 
$37.1 million. Improvements to our technology infrastructure and the requirement for higher transaction capacity resulted in higher expenses in 
2014. Additional software costs of $2.6 million were primarily related to software maintenance and amortization of capitalized software and 
additional hardware costs of $0.6 million were primarily related to depreciation expense. These increases were partially offset by a $0.6 million 
decrease in data communications costs, data costs and data processing supplies expense.  

       Occupancy expense as a percentage of revenue was 3.8% for the year ended December 31, 2014, compared to 3.7% for the prior year. 
Occupancy expense was $17.0 million for 2014, a decrease of $1.4 million, or 7.6%, from the prior year occupancy expense of $18.4 million. 
The reduction was primarily related to the downsizing of office space and relocation of our office in New York City in 2013, and our offices in 
Charlestown, Massachusetts and Las Vegas in 2014. Additional savings were realized as a result of closing several of our smaller field offices in 
2013 and 2014.  

       Direct project expense as a percentage of revenue was 9.7% for the year ended December 31, 2014, compared to 9.4% for the prior year. 
Direct project expense for the current period was $42.9 million, a $3.4 million, or 7.3%, decrease compared to direct project expense of 
$46.3 million for the prior year. The reduction reflects a $6.0 million decrease in temporary employee costs as the verification process was 
transitioned to subcontractors from temporary employees, which was partially offset by a $1.9 million increase in subcontractor expenses. Data 
costs decreased by $3.5 million as the number of patient charts reviewed were reduced in connection with the transitional reduction in revenue 
from the Medicare RAC Contract. Additionally, key punch and data conversion expense decreased by $1.3 million as a portion of our customer 
collections data shifted from hard copy to electronic media. These decreases were partially offset by increases of $5.1 million in provision for 
bad debt associated with two contracts and $0.4 million in lockbox expenses.  

       Other operating expenses as a percentage of revenue were 5.6% for the year ended December 31, 2014, compared to 5.4% for the prior 
year. Other operating expenses for 2014 were $24.6 million, a decrease of $1.9 million, or 7.2%, from the prior year expense of $26.5 million. 
This decrease primarily resulted from a $0.8 million decrease in travel and entertainment expense, a $0.6 million decrease due to a contingent 
payment reversal and a decrease of $0.3 million in recruiting and employee relocations.  

       Amortization of acquisition related software and intangible assets as a percentage of revenue was 6.5% for both years ended December 31, 
2014 and 2013. Amortization of acquisition related software and intangible assets for 2014 was $28.6 million, a decrease of $3.1 million, or 
9.8%, compared to the prior year expense of $31.7 million. This expense consists primarily of amortization of customer relationships, trade 
names and software and includes a $2.7 million decrease in expenses related to the completion of customer relationship intangible asset 
amortization from our acquisition of Benefits Solutions Practice Area from Public Consulting Group, Inc. in 2006. Additional decreases in 
amortization expense totaling $0.4 million related to the completion of restrictive covenant and trade name amortization from the Chapman 
Kelly, Verify Solutions and IntegriGuard acquisitions.  
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        Selling, general and administrative expenses as a percentage of revenue were 17.8% for the year ended December 31, 2014, compared to 
14.0% for the prior year. Selling, general and administrative expenses for 2014 were $79.0 million, an increase of $10.3 million, or 15.0%, 
compared to the prior year expense of $68.7 million. Incremental costs include a $5.9 million increase in compensation expense, which 
represents $2.7 million of additional salaries expense, $1.6 million in additional variable compensation, $1.4 million in additional stock-based 
compensation expense and $0.7 million of severance expense, partially offset by a decrease of $0.5 million in fringe benefits expense. Other 
expenses increased by $4.4 million primarily due to an increase in legal expenses related to our action against Public Consulting Group, Inc. and 
our former employees. See Item 3—"Legal Proceedings" for additional information. During the year ended December 31, 2014, we averaged 
221 employees in the sales, general and administrative group, a 6.3% increase over our average of 208 employees in that group during the year 
ended December 31, 2013.  

        Operating income for the year ended December 31, 2014 was $34.2 million, or 7.7% of revenue, compared to $77.2 million, or 15.7% of 
revenue, for the prior year.  

        Interest expense was $7.9 million for the year ended December 31, 2014, compared to $12.5 million for the same period in 2013. Interest 
expense represents borrowings under our revolving credit facility, amortization of deferred financing costs, commitment fees for our revolving 
credit facility and issuance fees for our Letter of Credit. The $4.6 million decrease compared to the prior year primarily relates to a $4.0 million 
reduction in interest on our revolving debt since our debt restructure in May 2013, which was the result of a $130.0 million reduction in our 
principal balance due to debt payments and a decrease in our interest rates. Amortization of deferred financing costs decreased by $1.0 million 
due to the debt restructure. Other interest expense decreased by $0.1 million. These decreases were partially offset by a $0.5 million increase in 
commitment fees. Interest income was $57,000 for the year ended December 31, 2014, compared to interest income of $71,000 for the year 
ended December 31, 2013. There was no other income in the year ended December 31, 2014. Other income in the year ended 2013 represented a 
release of $0.8 million of the funds held in escrow related to our HDI acquisition.  

        We recorded income tax expense of $12.4 million for the year ended December 31, 2014, compared to income tax expense of $25.6 million 
for the year ended December 31, 2013, a decrease of $13.2 million. Net income before taxes decreased $39.3 million year over year, which 
caused a decrease in tax expense of $13.2 million. Our effective tax rate increased from 39.0% to 47.0% primarily due to a change in state 
apportionments and permanent differences. The principal difference between the statutory rate and our effective rate is state taxes and permanent 
differences.  

        Net income and comprehensive income of $13.9 million for the year ended December 31, 2014 represents a decrease of $26.1 million 
compared to net income for the same period in 2013 of $40.0 million.  
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Years Ended December 31, 2013 and 2012 

       The following table sets forth, for the periods indicated, certain items in our Consolidated Statements of Comprehensive Income expressed 
as a percentage of revenue:  

Operating Results 

       Revenue for the year ended December 31, 2013 was $491.8 million, an increase of $18.1 million, or 3.8%, from revenue of $473.7 million 
for the year ended December 31, 2012, with $21.3 million attributable to new contracts. Organic growth in existing customer accounts together 
with changes in the yield and scope of those customer projects and differences in the timing of when customer projects were completed in the 
current year compared to the prior year provided an increase of $5.6 million. These increases in revenue were offset by a reduction of 
$8.8 million resulting from contracts that expired during 2013.  

       Compensation expense as a percentage of revenue was 37.8% for the year ended December 31, 2013, compared to 34.1% for the prior year. 
Compensation expense was $185.8 million for 2013, an increase of $24.3 million, or 15.0%, from the prior year compensation expense of 
$161.5 million. This increase reflected $15.2 million in additional salary expense. Average salary expense per employee increased by 2.7% over 
average salary expense last year due to annual salary increases. There was a $5.7 million increase in incentive compensation related to retention 
bonuses paid in the year, sign-on bonuses and annual bonus accrual for bonuses that were paid in the first quarter of 2014. Employee benefits 
expense increased by $2.8 million, or approximately 10.2%. This increase was related to increases in employer payroll taxes and other benefits 
expenses. Severance expense increased by $0.6 million related to our restructuring initiatives. For the year ended December 31, 2013, we 
averaged 2,421 employees, an 8.6% increase over the year ended December 31, 2012, during which we averaged 2,229 employees. This increase 
primarily reflected the addition of staff in the areas of information technology and product delivery.  

       Data processing expense as a percentage of revenue was 7.5% for the year ended December 31, 2013, compared to 6.6% for the prior year. 
Data processing expense was $37.1 million for 2013, an increase of  
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Years ended  
December 31, 

2013 2012 

Revenue  100.0 %   100.0 % 
Cost of services: 

Compensation  37.8  34.1  
Data processing  7.5  6.6  
Occupancy  3.7  3.7  
Direct project costs  9.4  11.7  
Other operating costs  5.4  4.3  
Amortization of acquisition related software and intangible 

assets 6.5  6.9  
Total cost of services  70.3  67.3  

Selling, general and administrative expenses 14.0  11.7  
Total operating expenses 84.3  79.0  

Operating income 15.7  21.0  
Interest expense  (2.6 ) (3.5 ) 
Other income, net  0.2  0.1  

Income before income taxes 13.3  17.6  
Income taxes  (5.2 ) (6.9 ) 
Net income and comprehensive income 8.1 %   10.7 % 
​ ​ ​ ​ ​ ​
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$5.6 million, or 17.9%, from the prior year data processing expense of $31.5 million. Improvements to our technology infrastructure and the 
requirement for higher transaction capacity resulted in higher expenses in 2013. Additional hardware costs of $4.0 million were primarily related 
to maintenance expense, hosting costs and depreciation expense and additional software costs of $1.6 million was primarily related to software 
maintenance.  

        Occupancy expense as a percentage of revenue was effectively flat year over year. Occupancy expense was $18.4 million for 2013, an 
increase of $0.9 million, or 5.4%, from the prior year occupancy expense of $17.5 million. This increase was primarily related to our assuming 
full occupancy of our Irving, Texas office building in 2013. In the prior year, a portion of that building was rented to tenants; as a result, 
occupancy costs related to the rented portion of the building were netted against rental income and recorded in Other Income. For the year ended 
December 31, 2013 occupancy cost increases relating to our Irving, Texas office building contributed $0.7 million of additional costs over the 
prior year, which included depreciation of building improvements and common area maintenance expenses. Additionally, in 2013, we closed 
four of our smaller offices, and relocated two other offices, which contributed approximately $0.2 million of losses related to fixed asset 
disposals.  

        Direct project expense as a percentage of revenue was 9.4% for the year ended December 31, 2013, compared to 11.7% for the prior year. 
Direct project expense for the current period was $46.3 million, a $9.0 million, or 16.2%, decrease compared to direct project expense of 
$55.3 million for the prior year. The reduction reflected a $6.9 million decrease in temporary employee costs as full time employees were 
utilized in the verification process as opposed to temporary employees. A $1.5 million decrease in subcontractor expenses primarily related to a 
large project wind-down and reductions in subcontractors used to support a major customer. A $1.1 million decrease in data costs resulted from a 
reduction in the number of patient charts reviewed in connection with the transitional reduction in revenue from the Medicare RAC Contract. A 
$0.8 million decrease in travel expense was related to cost control efforts. A $0.5 million decrease in postage and delivery expense resulted from 
electronic data retrieval. Supplies expenses decreased by $0.4 million. These decreases were partially offset by increases of $1.3 million in 
electronic data conversion expenses and $0.9 million in provision for bad debt.  

        Other operating expenses as a percentage of revenue were 5.4% for the year ended December 31, 2013, compared to 4.3% for the prior 
year. Other operating expenses for 2013 were $26.5 million, an increase of $5.9 million, or 28.7%, from the prior year expense of $20.6 million. 
This increase primarily resulted from a $2.6 million increase in professional and subcontractor fees. The reversal, in September 2012, of 
$2.3 million in contingent consideration related to our AMG-SIU acquisition contributed to the increase compared to last year. In addition, there 
was a $1.0 million increase in office-related expenses, including postage, delivery and supplies.  

        Amortization of acquisition related software and intangible assets as a percentage of revenue was 6.5% for the year ended December 31, 
2013, compared to 6.9% for the prior year. Amortization of acquisition related software and intangible assets for 2013 was $31.7 million, a 
decrease of $0.9 million, or 2.5%, compared to the prior year expense of $32.6 million. This expense consists primarily of amortization of 
customer relationships, trade names and software and includes a decrease of $2.3 million in expenses related to the completion of trade name and 
software intangible amortization from prior acquisitions, primarily that of Benefits Solutions Practice Area in 2006. This decrease was offset by 
an increase of $1.5 million in amortization expense related to our acquisition of MRM in December 2012.  

        Selling, general and administrative expenses as a percentage of revenue were 14.0% for the year ended December 31, 2013, compared to 
11.7% for the prior year. Selling, general and administrative expenses for 2013 were $68.7 million, an increase of $13.4 million, or 24.3%, 
compared to the prior year expense of $55.3 million. Incremental costs include a $5.5 million increase in compensation expense. This increase 
represents $2.9 million of additional stock-based compensation expense, $1.5 million of additional salaries expense, $0.4 million of severance 
expense, $0.4 million of fringe benefits expense and $0.3 million  
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of additional variable compensation. Data processing expense increased by $0.8 million relating to higher software and equipment expenses. 
Occupancy expenses increased by $0.3 million due to additional space utilized in our corporate headquarters. Other expenses increased by 
$6.8 million primarily due to an increase in legal expenses of $6.6 million. During the year ended December 31, 2013, we averaged 208 
employees in the sales, general and administrative group, a 0.5% decrease over our average of 209 employees in that group during the year 
ended December 31, 2012.  

       Operating income for the year ended December 31, 2013 was $77.2 million, or 15.7% of revenue, compared to $99.5 million, or 21.0% of 
revenue, for the prior year. This decrease as a percentage of revenue was primarily the result of increases in investment in our technology 
infrastructure in the year ended December 31, 2013.  

       Interest expense was $12.5 million for the year ended December 31, 2013, compared to $16.6 million for the same period in 2012. Interest 
expense represents borrowings under our revolving credit facility, amortization of deferred financing costs, commitment fees for our revolving 
credit facility and issuance fees for our Letter of Credit. The decrease of $4.1 million compared to the prior year primarily related to a reduction 
in debt interest expense, due to a more favorable interest rate in our revolving credit facility and a reduction in principal balance. Interest income 
was $71,000 for the year ended December 31, 2013, compared to interest income of $12,000 for the year ended December 31, 2012. Other 
income increased to $0.8 million for the year ended December 31, 2013 from $0.4 million for the year ended December 31, 2012. Other income 
in the year ended December 31, 2013 represented a release of $0.8 million of the funds held in escrow related to our HDI acquisition. This 
increase was partially offset by a $0.4 million reduction in tenant income for leases associated with our Irving, Texas building. During 2013, we 
assumed full occupancy of that building.  

       We recorded income tax expense of $25.6 million for the year ended December 31, 2013, compared to income tax expense of $32.8 million 
for the year ended December 31, 2012, a decrease of $7.2 million. Net income before taxes decreased $17.7 million year over year, which caused 
a decrease in tax expense of $7.2 million. Our effective tax rate decreased from 39.4% to 39.0% primarily due to a change in state 
apportionments and permanent differences. The principal difference between the statutory rate and our effective rate is state taxes and permanent 
differences.  

       Net income and comprehensive income of $40.0 million for the year ended December 31, 2013 represents a decrease of $10.5 million 
compared to net income for the same period in 2012 of $50.5 million.  

Off-Balance Sheet Arrangements 

 Other than our Letter of Credit, we do not have any off-balance sheet arrangements. 

Liquidity and Capital Resources 

 At December 31, 2014, our cash and cash equivalents and net working capital were $133.1 million and $226.3 million, respectively. 

       In connection with our acquisition of HDI, we entered into a five-year, revolving and term secured credit agreement, ("2011 Credit 
Agreement"), with certain financial institutions and Citibank, N.A. as Administrative Agent. In May 2013, we amended and restated the 2011 
Credit Agreement and entered into a $500 million five-year, amended and restated revolving credit agreement ("2013 Credit Agreement"). 
Under specified circumstances, the revolving credit facility under the 2013 Credit Agreement can be increased or one or more incremental term 
loan facilities can be added. Our obligations and any amounts due under the 2013 Credit Agreement are guaranteed by our material subsidiaries 
and secured by a security interest in all or substantially all of our and our subsidiaries' physical assets. As of  
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December 31, 2014, the outstanding principal balance due on the revolving credit facility was $197.8 million.  

        The 2013 Credit Agreement provides for an initial $500 million revolving credit facility, and, under specified circumstances, the revolving 
credit facility can be increased or one or more incremental term loan facilities can be added, provided that the incremental credit facilities do not 
exceed in the aggregate the sum of (a) $75 million plus (b) an additional amount not less than $25 million, so long as our total secured leverage 
ratio, calculated giving pro forma effect to the requested incremental borrowing and other customary and appropriate pro forma adjustment 
events, including any permitted acquisitions, is no greater than 2.5:1.0.  

        The 2013 Credit Agreement contains certain customary representations and warranties, affirmative and negative covenants, and events of 
default. The 2013 Credit Agreement requires us to comply, on a quarterly basis, with certain principal financial covenants, including a maximum 
consolidated leverage ratio reducing from 3.50:1.00 to 3.25:1.00 over the next five years and a minimum interest coverage ratio of 3.00:1.00.  

        The interest rates applicable to the revolving credit facility are, at our option, either (a) the LIBOR multiplied by the statutory reserve rate 
plus an interest margin ranging from 1.50% to 2.25% based on our consolidated leverage ratio, or (b) a base rate (which is equal to the greatest 
of (a) Citibank's prime rate, (b) the federal funds effective rate plus 0.50% and (c) the one-month LIBOR plus 1.00% plus an interest margin 
ranging from 0.50% to 1.25% based on our consolidated leverage ratio). We will pay an unused commitment fee on the revolving credit facility 
during the term of the 2013 Credit Agreement ranging from 0.375% to 0.50% per annum based on our consolidated leverage ratio.  

        Our obligations under the 2013 Credit Agreement may be accelerated upon the occurrence of an event of default, which includes customary 
events of default including, without limitation, payment defaults, failures to perform affirmative covenants, failure to refrain from actions or 
omissions prohibited by negative covenants, the inaccuracy of representations or warranties, cross-defaults, bankruptcy and insolvency related 
defaults, defaults relating to judgments, defaults due to certain ERISA related events and a change of control default.  

        As of December 31, 2014, we were in compliance with all the terms of 2013 Credit Agreement.  

        As of December 31, 2014, we had incurred $4.2 million of interest on the outstanding principal and $1.5 million in commitment fees on the 
revolving credit facility. The loan origination fee and issuance costs of $15.6 million incurred upon consummation of the Credit Agreement have 
been recorded as deferred financing costs and are being amortized as interest expense over the five year life of the Credit Agreement. For the 
year ended December 31, 2014, $2.1 million of the financing cost has been amortized to interest expense.  

        As part of our contractual agreement with a customer, we have an outstanding irrevocable letter of credit or Letter of Credit for 
$4.6 million, which we established against our existing revolving credit facility.  

        We expect that operating cash flows will continue to be a primary source of liquidity for our operating needs. In addition, we have the 
revolving credit facility, which may be used for general corporate purposes, including acquisitions.  
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       The following tables, which should be read in conjunction with our Consolidated Statements of Cash Flows, represent the cash and cash 
equivalents, working capital and a summary of our cash flows at December 31, 2014 and 2013, respectively:  

 A summary of our cash flows is as follows: 

       We believe that our cash generating capability and financial condition, together with our funds available under our 2013 Credit Agreement, 
will be adequate to meet our operating, investing and financing needs. Our principal source of cash has been our cash flow from operations and 
our $500 million five-year revolving credit facility. The primary uses of cash are compensation expenses, data processing, direct project costs 
and selling, general and administration expenses and acquisitions. Other sources of cash include proceeds from exercise of stock options and tax 
benefits associated with stock option exercises. We expect that operating cash flows will continue to be a primary source of liquidity for our 
operating needs.  

       We rely on operating cash flows and cash and cash equivalent balances to provide for our liquidity requirements. We believe that we have 
the ability to obtain both short-term and long-term loans to meet our financing needs for the foreseeable future. Due to our significant operating 
cash flows, access to capital markets and available revolving credit facility under the 2013 Credit Agreement, we continue to believe that we 
have the ability to meet our liquidity needs for the foreseeable future, which include:  

• the working capital requirements of our operations;

• investments in our business;

• business development activities; and

• repayment of our revolving credit facility under our 2013 Credit Agreement.

       In connection with our appeal process in the matter of Kern Health Systems, on September 30, 2014 we obtained a surety bond in the 
amount of approximately $2.2 million, which was collateralized by a cash deposit and reflected in Other current assets on our audited 
Consolidated Balance Sheet at December 31, 2014. See Note 14—"Commitments and Contingencies" in our Notes to the Consolidated Financial 
Statements in Item 8. Consolidated Financial Statements and Supplementary Data.  

Cash Flows from Operating Activities 

       Net cash provided by operating activities for the year ended December 31, 2014 was $98.8 million, a $2.4 million decrease from net cash 
provided by operating activities of $101.2 million for the year ended December 31, 2013. The decrease was due to normal changes in our 
working capital accounts.  

       The results of operations after non-cash adjustments to net income for the current period contributed $65.2 million as compared to a 
contribution of $107.9 million for the prior year. The $42.7 million decrease primarily resulted from our change in net income due to the 
transitional reduction in revenue from the  
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December 31, 
(In thousands) 2014 2013 

Cash and cash equivalents $ 133,116   $ 93,366  
Working capital  $ 226,271   $ 199,069  

December 31, 
(In thousands) 2014 2013 

Net cash provided by operating activities  $ 98,761   $ 101,181   
Net cash used in investing activities  $ (26,201 ) $ (26,283 ) 
Net cash used in financing activities  $ (32,810 ) $ (116,759 ) 
Net increase (decrease) in cash and cash equivalents $ 39,750   $ (41,861 ) 
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Medicare RAC contract. Changes in operating assets and liabilities further contributed net cash inflows of $33.6 million primarily as a result of a 
$5.8 million decrease in accounts receivable primarily resulting from the transitional reduction in revenue from the Medicare RAC contract, an 
$18.0 million increase in accounts payable, accrued expenses and other liabilities and a $3.4 million decrease in prepaid income taxes. These 
changes were offset by a $7.2 million decrease in our estimated liability for appeals. The decrease in our estimated liability for appeals is 
primarily associated with the Medicare RAC contract.  

        Net cash provided by operating activities for the year ended December 31, 2013 was $101.2 million. Results of operations, after noncash 
adjustments to net income, contributed $107.9 million to cash flows provided by operating activities, compared to a contribution of $97.4 million 
for the year ended December 31, 2012. This increase primarily resulted from organic growth in customer accounts and cost savings from 
restructuring initiatives during the year ended December 31, 2013. The contribution by results of operations was offset by changes in net cash 
outflows of $6.7 million related to our 2013 operating assets and liabilities. The net outflow was primarily due to a $21.9 million increase in our 
accounts receivable that was offset by an increase in our estimated liability for appeals of $14.5 million.  

        In order to allow the Days Sales Outstanding ("DSOs") calculation to be made from the face of our balance sheet, we have changedour 
presentation of DSOs this quarter. Historically, we have calculated and disclosed our DSOs net of certain estimated liability for appeals.We have 
now revised our DSO calculation to exclude them.  

        Our DSO calculation can be derived by dividing total net accounts receivable at the end of period, by the daily average of the current 
quarter's annualized sales.For the year ended December 31, 2014, revenue was $443.2 million, a decrease of $48.6 million compared to revenue 
of $491.8 million for the year ended December 31, 2013. The number of DSOs decreased by 1 day to 126 days as of December 31, 2014, as 
compared to 127 days as of December 31, 2013. DSOs utilizing the prior method of calculation were 110 days as of December 31, 2014, as 
compared to 105 days as of December 31, 2013.  

        We expect our future DSOs to be impacted by the factors described below:  

•  increased revenue from commercial customers that generally include longer payment terms in their contracts;  
 

•  delays in receipt of payment for previously recognized revenue due to timing delays in certain customers processing our findings 
through their systems, which has led to delays in paying us; operational issues, such as missing Explanation of Benefits, as well as 
an increase in appealed Medicare RAC receivables awaiting resolution, and  
 

•  contract renewal discussions that certain customers have used to delay making payments for previously provided services.  

        These factors may result in higher accounts receivable balances and higher DSOs in future periods, which would reduce net cash from 
operating activities in those periods. We do not anticipate collection issues with these accounts receivable, however, nor do we expect that any 
extended collections will materially impact our liquidity.  

        The majority of our customer relationships have been in place for several years. Our future operating cash flows could be adversely affected 
by a decrease in a demand for our services, delayed payments from customers or if one or more contracts with our largest customers is 
terminated or not re-awarded.  

Cash Flows from Investing Activities  

        Net cash used in investing activities for the year ended December 31, 2014 was $26.2 million, a $0.1 million decrease compared to net cash 
used in investing activities of $26.3 million for the year ended December 31, 2013. The decrease primarily related to a $0.5 million decrease in 
investments in common stock and a $0.1 million decrease in investment in capitalized software, partially offset by a $0.5 million increase in 
purchases of property and equipment.  

45  



Table of Contents 

       Net cash used in investing activities for the year ended December 31, 2013 was $26.3 million, an $11.8 million decrease compared to net 
cash used in investing activities of $38.1 million for the year ended December 31, 2012. The decrease primarily related to our 2012 acquisition 
of MRM for $12.4 million, a $3.1 million decrease in purchases of property and equipment and a $2.5 million decrease in investments in 
common stock. These decreases were partially offset by a $4.8 million inflow in the prior year period related to a certificate of deposit reaching 
maturity and a $1.4 million increase in investment in capitalized software.  

Cash Flows from Financing Activities 

       Net cash used in financing activities for the year ended December 31, 2014 was $32.8 million, an $84.0 million decrease from net cash used 
in financing activities of $116.8 million for the year ended December 31, 2013. This decrease was primarily attributable to a $60.0 million 
reduction in payments toward the principal outstanding on our revolving credit facility and a $25.0 million reduction for treasury stock 
purchases. No treasury stock repurchases were made in the year ended December 31, 2014.  

       Net cash used in financing activities for the year ended December 31, 2013 was $116.7 million, a $110.0 million increase over net cash 
used in financing activities of $6.7 million for the year ended December 31, 2012. This increase was primarily attributable to $95.0 million in 
payments toward the principal outstanding on our revolving credit facility and an increase of $14.4 million in treasury stock purchases.  

Contractual Obligations 

       The following tables represent the scheduled maturities of our contractual cash obligations and other commitments at December 31, 2014 
( in thousands ):  
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Payments Due by Period 

Contractual Obligations Total 
Less than  

1 Year 1 - 3 Years 3 - 5 Years 
More than  

5 Years 

Operating leases (1)    $ 40,541   $ 11,848   $ 10,258   $ 7,668   $ 10,767  
Revolving credit 

facility (2)  197,796  — — 197,796  — 
Interest expense (3)  13,439  4,024  8,059  1,356  — 
Commitment fee (4)  5,039  1,509  3,022  508  — 
Capital leases (5)  1,214  1,160  54  — — 
Letter of Credit fee 

(6) 40  40  — — — 
Total $ 258,069   $ 18,581   $ 21,393   $ 207,328   $ 10,767  
​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​

(1) Represents the future minimum lease payments under non-cancelable operating leases. In addition to minimum 
rent, certain of our leases require the payment for insurance, maintenance and other costs. These costs have 
historically represented approximately 3 to 6 percent of the minimum rent amount. These additional amounts are 
not included in the table of contractual obligations as the timing and/or amounts of such payments are unknown.  

(2) Represents scheduled repayments of principal on the revolving credit facility under the terms of the 2013 Credit 
Agreement. See Note 8—"Credit Agreement" in our Notes to the Consolidated Financial Statements in Item 8. 
Consolidated Financial Statements and Supplementary Data for additional information regarding the Credit 
Agreement.  

(3) Represents estimates of amounts due on revolving credit facility based on the interest rate as of December 31, 2014 
and on scheduled repayments of principal. See Note 8—"Credit Agreement" in our Notes to the Consolidated 
Financial Statements in Item 8. Consolidated  
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        In May 1997, our Board of Directors authorized us to repurchase up to $10 million of shares of our common stock. We repurchased 
4,988,538 shares in 1997, at an average price of $1.88 per share. In February 2006, our Board of Directors increased the aggregate repurchase 
amount to a maximum of $20 million. We repurchased an additional 436,309 shares at an average price of $24.29 per share and completed the 
Share Repurchase Plan in May 2012.  

        In October 2012, our Board of Directors authorized us to repurchase up to $50 million of our common stock from time to time on the open 
market or in privately negotiated transactions, for a period of up to two years. During this two-year period, we purchased a total of 1,101,458 
shares at an average price of $22.65 per share, which amounts to $25.0 million of our common stock pursuant to this authorization.  

        Repurchased shares will be available for use in connection with our stock plans and for other corporate purposes.  

        As part of our contractual agreement with a customer, we have an outstanding irrevocable letter of credit for $4.6 million, which we 
established against our existing revolving credit facility.  

Recently Issued Accounting Pronouncements  

        On March 31, 2014, the New York Bank and Corporate Franchise Tax Reform was enacted. Under this new law, banks and general 
corporations will be subject to a substantially revised Article 9-A franchise tax. Substantive changes to the 9-A franchise tax include, but are not 
limited to, new economic nexus standards, reduced corporate franchise tax rates for general corporations and qualified manufacturers, revised 
apportionment provisions, and new rules for when unitary combined reporting is required. As required by ASC 740-10-25-48, the effects of a 
change in the tax law shall be recognized as of the date of enactment. The adoption of this guidance did not have a material effect on our 
consolidated financial statements.  

        In May 2014, FASB issued an ASU that amends the FASB ASC by creating a new Topic 606, Revenue from Contracts with Customers . 
The new guidance will supersede the revenue recognition requirements in Topic 605, Revenue Recognition, and most industry-specific guidance 
on revenue recognition throughout the Industry Topics of the Codification.  

        The core principle of the guidance is that an entity should recognize revenue to depict the transfer of promised goods or services to 
customers in an amount that reflects the consideration to which the entity  
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Financial Statements and Supplementary Data for additional information regarding the 2013 Credit Agreement.  

(4)  Represents the commitment fee due on the revolving credit facility. See Note 8—"Credit Agreement" in our Notes 
to the Consolidated Financial Statements in Item 8. Consolidated Financial Statements and Supplementary Data for 
additional information regarding the 2013 Credit Agreement.  
 

(5)  Represents the future minimum lease payments under capital leases.  
 

(6)  Represents the fees for the letter of credit established against the revolving credit facility. See Note 8—"Credit 
Agreement" in our Notes to the Consolidated Financial Statements in Item 8. Consolidated Financial Statements 
and Supplementary Data for additional information regarding the Credit Agreement.  
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expects to be entitled in exchange for those goods or services. To achieve that core principle, an entity should apply the following steps: 

       In addition, an entity should disclose sufficient qualitative and quantitative information to enable users of financial statements to understand 
the nature, amount, timing and uncertainty of revenue and cash flows arising from contracts with customers.  

       The amendments in this ASU are effective for annual reporting periods beginning after December 15, 2016, including interim periods 
within that reporting period. Early adoption is not permitted. This amendment is to be either retrospectively adopted to each prior reporting 
period presented or retrospectively with the cumulative effect of initially applying this ASU recognized at the date of initial application. We are 
currently evaluating the impact of the adoption of this guidance to our consolidated financial statements.  

       In June 2014, FASB issued ASU 2014-12, Accounting for Share-Based Payments When the Terms of an Award Provide That a 
Performance Target Could Be Achieved after the Requisite Service Period ("ASU 2014-12"). ASU 2014-12 brings consistency to the accounting 
for share-based payment awards that require a specific performance target to be achieved in order for employees to become eligible to vest in the 
awards. ASU 2014-12 is effective for annual reporting periods (including interim periods) beginning after December 15, 2015, with early 
adoption permitted. The adoption of this guidance will not have a material effect on our consolidated financial statements.  

Item 7A.    Quantitative and Qualitative Disclosures About Market Risk. 

       At December 31, 2014, we were not a party to any derivative financial instruments. We conduct all of our business in U.S. currency and 
hence do not have direct foreign currency risk. We are exposed to changes in interest rates, primarily with respect to our revolving credit facility 
under our 2013 Credit Agreement. If the effective interest rate for all of our variable rate debt were to increase by 100 basis points (1%), our 
annual interest expense would increase by a maximum of $2.0 million based on our debt balances outstanding at December 31, 2014. Further, 
we currently invest substantially all of our excess cash in short-term investments, primarily money market accounts, where returns effectively 
reflect current interest rates. As a result, market interest rate changes may impact our interest income or expense. The impact will depend on 
variables such as the magnitude of rate changes and the level of borrowings or excess cash balances. We do not consider this risk to be material. 
We manage such risk by continuing to evaluate the best investment rates available for short-term, high quality investments.  

Item 8.    Consolidated Financial Statements and Supplementary Data. 

 The information required by Item 8 is found on pages 55 to 88 of this Annual Report. 

Item 9.    Changes in and Disagreements with Accountants on Accounting and Financial Disclosure. 

 None. 
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 Step 1:   Identify the contract(s) with a customer. 
 Step 2:   Identify the performance obligations in the contract. 
 Step 3:   Determine the transaction price. 
 Step 4:   Allocate the transaction price to the performance obligations in the contract. 
 Step 5:   Recognize revenue when (or as) the entity satisfies a performance obligation. 
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Item 9A.    Controls and Procedures.  

Evaluation of Disclosure Controls and Procedures  

        We maintain disclosure controls and procedures (as defined in Rule 13a-15(e) under the Securities Exchange Act of 1934 or the Exchange 
Act) that are designed to ensure that information required to be disclosed in our reports filed under the Securities Exchange Act of 1934, as 
amended, 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 our management, including our Chief Executive Officer and Chief Financial Officer, as 
appropriate, to allow for timely decisions regarding required disclosure. In designing and evaluating the disclosure controls and procedures, 
management recognizes that any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of 
achieving the desired control objectives, and management is required to apply its judgment in evaluating the cost-benefit relationship of possible 
controls and procedures.  

Conclusion Regarding the Effectiveness of Disclosure Controls and Procedures  

        As required by Rule 13a-15(b) under the Exchange Act, management, with the participation of our Chief Executive Officer and Chief 
Financial Officer, performed an evaluation of the effectiveness of our disclosure controls and procedures as of December 31, 2014. Based on our 
evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures were effective as of 
the end of period covered by this Annual Report.  

Management's Report on Internal Control Over Financial Reporting  

        Our management is responsible for establishing and maintaining adequate internal control over financial reporting and for the assessment of 
the effectiveness of internal control over financial reporting. As defined by Rule 13a-15(f) of the Exchange Act, internal control over financial 
reporting is a process designed by, or under the supervision of our Chief Executive Officer and our Chief Financial Officer and effected by our 
Board of Directors, management and other personnel, to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of the consolidated financial statements for external purposes in accordance with U.S. GAAP.  

        Our internal control over financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in 
reasonable detail, accurately and fairly reflect our transactions and dispositions of our assets; (ii) provide reasonable assurance that transactions 
are recorded as necessary to permit preparation of the consolidated financial statements in accordance with generally accepted accounting 
principles and that our receipts and expenditures are being made only in accordance with authorizations of our management and directors; and 
(iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of our assets that could 
have a material effect on the consolidated financial statements.  

        Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of 
any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or 
that the degree of compliance with the policies or procedures may deteriorate.  

        In connection with the preparation of our annual consolidated financial statements, management has undertaken an assessment of the 
effectiveness of our internal control over financial reporting as of December 31, 2014, based on criteria established in the Internal Control—
Integrated Framework issued by the Committee of Sponsoring Organizations ("COSO") of the Treadway Commission. Management's 
assessment included an evaluation of the design of our internal control over financial reporting and testing of the operational effectiveness of 
those controls. In May 2013, COSO issued an updated Internal Control—Integrated Framework, or the 2013 Framework. We adopted the new 
framework in 2014.  

49  



Table of Contents  

        Based on this assessment, management has concluded that as of December 31, 2014, our internal control over financial reporting was 
effective in providing assurance regarding the reliability of financial reporting and the preparation of the consolidated financial statements for 
external purposes in accordance with U.S. GAAP.  

        KPMG LLP, the independent registered public accounting firm that audited our consolidated financial statements included in this Annual 
Report, has issued an attestation report on our assessment of our internal control over financial reporting, a copy of which appears on page 57.  

Changes in Internal Control Over Financial Reporting  

        There have been no changes in our internal control over financial reporting identified in connection with the evaluation of our controls 
performed during the year ended December 31, 2014 that have materially affected, or are reasonably likely to materially affect, our internal 
control over financial reporting.  

Item 9B.    Other Information.  

        None.  

 
PART III  

Item 10.    Directors, Executive Officers and Corporate Governance.  

        Unless provided in an amendment to this Annual Report on Form 10-K, the following information is incorporated by reference from our 
definitive proxy statement for our 2015 Annual Meeting of Stockholders ("2015 Proxy Statement") as follows: (i) information about our Board 
of Directors, from the section captioned " Proposal One: Election of Directors—Our Board of Directors, " (ii) information about our Executive 
Officers, from the section captioned " Executive Officers, " (iii) information about compliance with Section 16(a) of the Exchange Act, from the 
section captioned " Section 16(a) Beneficial Ownership Reporting Compliance ," (iv) information about our Code of Ethics, from the section 
captioned " Board of Directors and Corporate Governance—Code of Ethics, " (v) information regarding the procedures by which our 
stockholders may recommend nominees to our Board of Directors, from the sections captioned " Questions and Answers—Stockholder 
Proposals and Director Nominations" and "Board of Directors and Corporate Governance—Director Nomination Process," (vi) information 
about our Audit Committee, including the members of the Committee, and our Audit Committee financial expert, from the section captioned " 
Board of Directors and Corporate Governance—Board Committees—Audit Committee ."  

Item 11.    Executive Compensation.  

        Unless provided in an amendment to this Annual Report on Form 10-K, information about executive compensation and the compensation of 
our Board of Directors is incorporated by reference from the sections of our 2015 Proxy Statement captioned " Executive Compensation, " " 
Director Compensation," " Board of Directors and Corporate Governance—Compensation Committee Interlocks and Insider Participation, " 
and " Executive Compensation—Compensation Committee Report ."  

Item 12.    Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.  

        Unless provided in an amendment to this Annual Report on Form 10-K, information about the security ownership of certain beneficial 
owners and management is incorporated by reference from the section in our 2015 Proxy Statement captioned " Security Ownership of Certain 
Beneficial Owners and Management ."  
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Equity Compensation Plan Information  

        The following table summarizes information about our equity compensation plans as of December 31, 2014. For additional information 
about our equity compensation plans see Note 11—"Stock-Based Compensation" in our Notes to the Consolidated Financial Statements in 
Item 8 Consolidated Financial Statements and Supplemental Data.  

Item 13.    Certain Relationships and Related Transactions and Director Independence.  

        Unless provided in an amendment to this Annual Report on Form 10-K, the following information is incorporated by reference from our 
2015 Proxy Statement as follows: (i) information about certain relationships and transactions with related parties to the section captioned "Board 
of Directors and Corporate Governance—Certain Relationships and Related Person Transactions, " and (ii) information about director 
independence to the section captioned " Board of Directors and Corporate Governance—Board Determination of Independence. "  

Item 14.    Principal Accounting Fees and Services.  

        Unless provided in an amendment to this Annual Report on Form 10-K, information about the fees for professional services rendered by our 
independent registered public accounting firm in 2014 and 2013 and our Audit Committee's policy on pre-approval of audit and permissible non-
audit services provided by our independent registered public accounting firm is incorporated by reference from the section in our 2015 Proxy 
Statement captioned " Proposal Three: Ratification of the Selection of Independent Registered Public Accounting Firm. "  
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Number of  
securities to  

be issued  
upon  

exercise  
of  

outstanding  
options,  

warrants and  
rights   

Weighted-  
average  

exercise price of  
outstanding  

options,  
warrants and  

rights   

Number of  
securities  
remaining  

available for  
future issuance  
under equity  
compensation  

plans (excluding  
securities  

reflected in  
column (a))   

Plan Category   (a)   (b)   (c)   
Equity compensation plans approved by 

stockholders (1)      4,599,635   $ 15.35     5,945,337   
Equity compensation plans not approved by 

stockholders (2)      180,000   $ 6.37     —  
HDI plans not approved by stockholders (3)      230,447   $ 21.86     251,214   
Total      5,010,082               
​ ​ ​ ​ ​ ​ ​ ​ 

(1)  This includes stock options to purchase common stock granted under our 1999 Plan and the 2006 Stock Plan and restricted 
stock awards and restricted stock units granted under the 2006 Stock Plan.  
 

(2)  Stock options outstanding under plans not approved by the stockholders include 180,000 options granted in July 2007 to 
Walter D. Hosp, our former Chief Financial Officer, under the terms of his employment agreement.  
 

(3)  Includes stock options to purchase common stock granted under the HDI 2011 Stock Plan, which was assumed in 
connection with our acquisition of HDI.  
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PART IV 

Item 15.    Exhibits and Financial Statement Schedules. 

1. Financial Statements.

The financial statements are listed in the Index to Consolidated Financial Statements on page 55.

2. Financial Statement Schedules.

Financial Statement Schedule II-Valuation and Qualifying Accounts is set forth on page 89. All other financial statement schedules have
been omitted as they are either not required, not applicable or the information is otherwise included.

3. Exhibits.

The Exhibits are set forth on the Exhibit Index on page 90 and incorporated herein by reference.
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SIGNATURES  

        Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, Registrant has duly caused this Annual Report 
to be signed on its behalf by the undersigned, thereunto duly authorized.  

Date: March 2, 2015  

        Pursuant to the requirements of the Securities Exchange Act of 1934, this Annual Report has been signed below by the following persons 
on behalf of the registrant and in the capacities and on the dates indicated.  
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HMS Holdings Corp.  
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/s/ WILLIAM C. LUCIA  

William C. Lucia  
Chief Executive Officer  

(Principal Executive Officer and  
Duly Authorized Officer)  
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/s/ WILLIAM C. LUCIA  

William C. Lucia 
  

President, Chief Executive Officer and 
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Jeffrey S. Sherman 

 
  

 
Executive Vice President, Chief 
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March 2, 2015 

 
/s/ JOSEPH M. DONABAUER  

Joseph M. Donabauer 

 
  

 
Senior Vice President and Controller 
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March 2, 2015 

 
/s/ ROBERT M. HOLSTER  
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Chairman, Board of Directors 

 
  

 
March 2, 2015 

 
/s/ CRAIG R. CALLEN  

Craig R. Callen 

 
  

 
Director 
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Report of Independent Registered Public Accounting Firm  

The Board of Directors and Stockholders  
HMS Holdings Corp.:  

        We have audited the accompanying consolidated balance sheets of HMS Holdings Corp. and subsidiaries as of December 31, 2014 
and 2013, and the related consolidated statements of comprehensive income, stockholders' equity, and cash flows for each of the years in the 
three-year period ended December 31, 2014. In connection with our audits of the consolidated financial statements, we also have audited 
financial statement schedule II. These consolidated financial statements are the responsibility of the Company's management. Our responsibility 
is to express an opinion on these consolidated financial statements and financial statement schedule based on our audits.  

        We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation. We believe that our audits provide a reasonable basis for our opinion.  

        In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of HMS 
Holdings Corp. and subsidiaries as of December 31, 2014 and 2013, and the results of their operations and their cash flows for each of the years 
in the three-year period ended December 31, 2014, in conformity with U.S. generally accepted accounting principles. Also in our opinion, the 
related financial statement schedule, when considered in relation to the basic consolidated financial statements taken as a whole, present fairly, in 
all material respects, the information set forth therein.  

        We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), HMS 
Holdings Corp.'s internal control over financial reporting as of December 31, 2014, based on criteria established in Internal Control—Integrated 
Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO), and our report dated March 2, 
2015 expressed an unqualified opinion on the effectiveness of the Company's internal control over financial reporting.  
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Report of Independent Registered Public Accounting Firm  

The Board of Directors and Stockholders  
HMS Holdings Corp.:  

        We have audited HMS Holdings Corp.'s internal control over financial reporting as of December 31, 2014, based on criteria established in 
Internal Control—Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). 
HMS Holdings Corp.'s management is responsible for maintaining effective internal control over financial reporting and for its assessment of the 
effectiveness of internal control over financial reporting, included in the accompanying Management's Report on Internal Control over Financial 
Reporting. Our responsibility is to express an opinion on the Company's internal control over financial reporting based on our audit.  

        We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial 
reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control over financial reporting, 
assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal control based on 
the assessed risk. Our audit also included performing such other procedures as we considered necessary in the circumstances. We believe that 
our audit provides a reasonable basis for our opinion.  

        A company's internal control over financial reporting is a process designed 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. 
A company's internal control over financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in 
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable assurance 
that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting 
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management and 
directors of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or 
disposition of the company's assets that could have a material effect on the financial statements.  

        Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of 
any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or 
that the degree of compliance with the policies or procedures may deteriorate.  

        In our opinion, HMS Holdings Corp. maintained, in all material respects, effective internal control over financial reporting as of 
December 31, 2014, based on Internal Control—Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the 
Treadway Commission.  

        We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 
consolidated balance sheets of HMS Holdings Corp. and subsidiaries as of December 31, 2014 and 2013, and the related consolidated statements 
of comprehensive income, stockholders' equity, and cash flows for each of the years in the three-year period ended December 31, 2014, and 
financial statement schedule and our report dated March 2, 2015 expressed an unqualified opinion on those consolidated financial statements.  
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HMS HOLDINGS CORP. AND SUBSIDIARIES  

CONSOLIDATED BALANCE SHEETS  

(in thousands, except share and per share amounts) 

See accompanying notes to the consolidated financial statements. 
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December 31, 
2014 2013 

Assets  
Current assets: 

Cash and cash equivalents  $ 133,116   $ 93,366  
Accounts receivable, net of allowance for doubtful accounts of $1,898 and 

$916, respectively and estimated allowance for appeals of $4,824 and 
$13,939, at December 31, 2014 and 2013, respectively  157,101   171,726  

Prepaid expenses  11,810  12,942  
Prepaid income taxes  5,142  6,792  
Deferred tax assets  7,811  — 
Other current assets  2,639  489  

Total current assets   317,619   285,315  
Property and equipment, net   116,027   123,006  
Goodwill   361,468   361,468  
Intangible assets, net  74,578  95,312  
Deferred financing costs, net 6,957  9,041  
Other assets  4,339  4,460  

Total assets $ 880,988   $ 878,602  
​ ​ ​ ​ ​ ​

Liabilities and Stockholders' Equity 
Current liabilities:  

Accounts payable, accrued expenses and other liabilities $ 54,549   $ 37,123  
Estimated liability for appeals  36,799  41,852  
Deferred tax liabilities  — 6,326  
Acquisition related contingent consideration  — 945  

Total current liabilities 91,348  86,246  
Long-term liabilities: 

Revolving credit facility  197,796   232,796  
Deferred tax liabilities  50,853  52,523  
Deferred rent  5,037  724  
Other liabilities  2,864  3,874  

Total long-term liabilities  256,550   289,917  
Total liabilities  347,898   376,163  

Commitments and contingencies (Note 14) 
Stockholders' equity:  

Preferred stock—$0.01 par value; 5,000,000 shares authorized; none issued  — — 
Common stock—$0.01 par value; 125,000,000 shares authorized; 

94,511,444 shares issued and 87,985,139 shares outstanding at 
December 31, 2014; 93,826,453 shares issued and 87,300,148 shares 
outstanding at December 31, 2013  943  936  

Capital in excess of par value   313,214   296,517  
Retained earnings   263,947    250,000  
Treasury stock, at cost: 6,526,305 shares at December 31, 2014 and 2013, 

respectively  (45,014 ) (45,014 ) 
Total stockholders' equity  533,090   502,439  

Total liabilities and stockholders' equity $ 880,988   $ 878,602  
​ ​ ​ ​ ​ ​
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HMS HOLDINGS CORP. AND SUBSIDIARIES  

 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME  

 
(in thousands, except per share amounts)  

     

See accompanying notes to the consolidated financial statements  
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     Year ended December 31,   
     2014   2013   2012   
Revenue    $ 443,225   $ 491,762   $ 473,696   
Cost of services:                      

Compensation      177,313     185,788     161,547   
Data processing      39,661     37,115     31,491   
Occupancy      16,950     18,397     17,456   
Direct project costs      42,934     46,343     55,272   
Other operating costs      24,588     26,493     20,593   
Amortization of acquisition related software and intangible 

assets      28,612     31,747     32,551   
Total cost of services      330,058     345,883     318,910   

Selling, general and administrative expenses      78,963     68,701     55,274   
Total operating expenses      409,021     414,584     374,184   

Operating income      34,204     77,178     99,512   
Interest expense      (7,931 )   (12,460 )   (16,561 ) 
Interest income      57     71     12   
Other income, net      —    801     382   

Income before income taxes      26,330     65,590     83,345   
Income taxes      12,383     25,593     32,829   
Net income and comprehensive income    $ 13,947   $ 39,997   $ 50,516   
​ ​ ​ ​ ​ ​ ​ ​ 

Basic income per common share:                      
Net income per common share—basic    $ 0.16   $ 0.46   $ 0.59   

​ ​ ​ ​ ​ ​ ​ ​ 

Diluted income per common share:                      
Net income per common share—diluted    $ 0.16   $ 0.45   $ 0.57   

​ ​ ​ ​ ​ ​ ​ ​ 

Weighted average shares:                      
Basic      87,673     87,598     86,204   

​ ​ ​ ​ ​ ​ ​ ​ 

Diluted      88,164     88,344     88,365   
​ ​ ​ ​ ​ ​ ​ ​ 



Table of Contents 

HMS HOLDINGS CORP. AND SUBSIDIARIES  

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY 

(in thousands, except share amounts)  

Common Stock 

Treasury Stock 
# of Shares  

Issued 
Par  

Value 

Capital in  
Excess of 
Par Value 

Retained  
Earnings 

Total  
Stockholders'  

Equity # of Shares Amount 

Balance at 
January 1, 
2012   90,575,837   $ 906   $ 240,241   $ 159,487  4,988,538   $ (9,397 ) $ 391,237  

Net income 
and 
comprehensive 
income  — — — 50,516  — — 50,516  

Stock-based 
compensation 
expense  — — 9,116  — — — 9,116  

Purchase of 
treasury 
stock  — 436,309  (10,617 ) (10,617 ) 

Exercise of 
stock 
options  1,673,457  16  11,957  — — — 11,973  

Vesting of 
restricted 
stock 
awards and 
units, net of 
shares 
withheld for 
employee 
tax  125,245  1  (1,785 ) — — — (1,784 ) 

Excess tax 
benefit from 
exercise of 
stock 
options  — — 12,433  — — — 12,433  

Balance at 
December 31, 
2012   92,374,539  923  271,962   210,003  5,424,847  (20,014 ) 462,874  
Net income 

and 
comprehensive 
income  — — — 39,997  — — 39,997  

Stock-based 
compensation 
expense  — — 11,997  — — — 11,997  

Purchase of 
treasury 
stock  — — — — 1,101,458  (25,000 ) (25,000 ) 

Exercise of 
stock 
options  1,305,538  12  9,248  — — — 9,260  

Vesting of 
restricted 
stock 
awards and 
units, net of 
shares 
withheld for 
employee 



     

See accompanying notes to the consolidated financial statements.  
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tax      146,376     1     (1,923 )   —    —    —    (1,922 ) 
Excess tax 

benefit from 
exercise of 
stock 
options      —    —    5,233     —    —    —    5,233   

Balance at 
December 31, 
2013      93,826,453     936     296,517     250,000     6,526,305     (45,014 )   502,439   
Net income 

and 
comprehensive 
income      —    —    —    13,947     —    —    13,947   

Stock-based 
compensation 
expense      —    —    13,356     —    —    —    13,356   

Exercise of 
stock 
options      516,552     5     4,105     —    —    —    4,110   

Vesting of 
restricted 
stock 
awards and 
units, net of 
shares 
withheld for 
employee 
tax      168,439     2     (1,660 )   —    —    —    (1,658 ) 

Excess tax 
benefit from 
exercise of 
stock 
options      —    —    1,795     —    —    —    1,795   

Shortfall due 
to exercise 
of stock 
options      —    —    (323 )   —    —    —    (323 ) 

Deferred tax 
asset 
reversal for 
unexercised 
stock 
options                —    —    (576 )   —    —    —    (576 ) 

Balance at 
December 31, 
2014      94,511,444   $ 943   $ 313,214   $ 263,947     6,526,305   $ (45,014 ) $ 533,090   

​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ 
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HMS HOLDINGS CORP. AND SUBSIDIARIES  

CONSOLIDATED STATEMENTS OF CASH FLOWS 

(in thousands)  

See accompanying notes to the consolidated financial statements. 
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Year ended December 31, 
2014 2013 2012 

Operating activities:  
Net income and comprehensive income  $ 13,947   $ 39,997   $ 50,516   

Adjustments to reconcile net income to net cash provided by operating activities:  
Depreciation and amortization of property and equipment  32,864   31,360   26,902   
Amortization of intangible assets  20,734   23,631   24,245   
Amortization of deferred financing costs  2,084   3,077   3,689   
Stock-based compensation expense  13,356   11,997   9,116   
Excess tax benefit from exercised stock options  (1,795 ) (5,233 ) (12,433 ) 
Deferred income taxes  (12,290 ) (4,354 ) (6,323 ) 
Allowance for doubtful accounts and bad debt write-offs  (3,444 ) 6,943   3,751   
Change in fair value of contingent consideration  (517 ) 35   (2,300 ) 
Loss on disposal of fixed assets  219   431   290   
Changes in operating assets and liabilities:  

Accounts receivable  5,769   (21,899 ) (40,235 ) 
Prepaid expenses  1,132   1,341   (7,670 ) 
Prepaid income taxes  3,445   (1,559 ) 14,326   
Other current assets  (2,150 ) (172 ) 667   
Other assets  121   28   (127 ) 
Accounts payable, accrued expenses and other liabilities  18,039   1,050   (1,340 ) 
Estimated liability for appeals  7,247   14,508   19,965   
Net cash provided by operating activities  98,761   101,181   83,039   

Investing activities:  
Purchases of land, property and equipment  (22,687 ) (22,127 ) (25,222 ) 
Investment in capitalized software  (3,514 ) (3,656 ) (2,244 ) 
Investment in common stock  —  (500 ) (3,024 ) 
Acquisitions, net  —  —  (12,393 ) 
Proceeds from redemption of certificate of deposit  —  —  4,809   

Net cash used in investing activities  (26,201 ) (26,283 ) (38,074 ) 
Financing activities:  

Repayment of revolving credit facility  (35,000 ) (95,000 ) —  
Proceeds from exercise of stock options  4,110   9,260   11,973   
Excess tax benefit from exercised stock options  1,795   5,233   12,433   
Payments of tax withholdings on behalf of employees for net-share settlement for 

stock-based compensation (1,658 ) (1,922 ) (1,784 ) 
Payments on capital lease obligations  (1,629 ) (1,711 ) (996 ) 
Payments on contingent consideration  (428 ) —  (250 ) 
Purchases of treasury stock  —  (25,000 ) (10,617 ) 
Repayment of term loan  —  (8,750 ) (17,500 ) 
Proceeds from revolving credit facility  —  4,046   —  
Payment of financing fees related to revolving credit facility  —  (2,915 ) —  

Net cash used in financing activities  (32,810 ) (116,759 ) (6,741 ) 
Net increase (decrease) in cash and cash equivalents  39,750   (41,861 ) 38,224   

Cash and cash equivalents at beginning of year  93,366   135,227   97,003   
Cash and cash equivalents at end of year  $ 133,116   $ 93,366   $ 135,227   
​ ​ ​ ​ ​ ​ ​ ​

Supplemental disclosure of cash flow information:  
Cash paid for income taxes  $ 21,144   $ 34,922   $ 20,490   

​ ​ ​ ​ ​ ​ ​ ​

Cash paid for interest  $ 4,458   $ 9,520   $ 13,236   
​ ​ ​ ​ ​ ​ ​ ​

Supplemental disclosure of noncash activities:  
Accrued property and equipment purchases  $ 1,610   $ 1,725   $ 4,439   

​ ​ ​ ​ ​ ​ ​ ​

Equipment purchased through capital leases  $ 20   $ 2,401   $ 2,127   
​ ​ ​ ​ ​ ​ ​ ​

Decrease in appeals liability for lost appeals offset with a reduction in accounts 
receivable $ 12,300   $ —  $ —  

​ ​ ​ ​ ​ ​ ​ ​
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  

1. Organization and Business  

        We are incorporated in the State of Delaware. We were originally incorporated on October 2, 2002 in the State of New York. On March 3, 
2003, we adopted a holding company structure and assumed the business of our predecessor, Health Management Systems, Inc. In connection 
with the adoption of this structure, Health Management Systems, Inc. which began doing business in 1974, became our wholly owned 
subsidiary. Unless the context otherwise indicates, references in these Notes to the Consolidated Financial Statements to the terms "we," "our" 
and "us" refer to HMS Holdings Corp., and its subsidiaries and its affiliates.  

        We operate in the U.S. healthcare insurance benefit cost containment marketplace. We provide coordination of benefits services to 
government and private healthcare payers and sponsors to ensure that the responsible party pays healthcare claims. Our payment integrity 
services ensure that healthcare claims billed are accurate and appropriate. Together, these various services help customers recover amounts from 
liable third parties; prevent future improper payments; reduce fraud, waste and abuse; and ensure regulatory compliance.  

        We have grown both organically and through targeted acquisitions. Initially, we provided coordination of benefits services to state 
Medicaid agencies. When Medicaid began to delegate members to managed care organizations, we began providing similar coordination of 
benefits services to those plans. We launched our payment integrity services in 2007 and have since acquired several businesses to expand our 
service offerings. In 2009, we began providing cost containment services for Medicare with our acquisition of IntegriGuard, LLC 
("IntegriGuard"), which is now doing business as our wholly owned subsidiary HMS Federal, providing fraud, waste and abuse analytical 
services to the Medicare program, the Veterans Health Administration and the Department of Defense. In 2009 and 2010, we began providing 
cost containment services to large self-funded employers through our acquisitions of Verify Solutions, Inc. and Chapman Kelly, Inc. In 2011, we 
expanded our cost benefit services among federal, state and commercial payers with our acquisition of HealthDataInsights, Inc. ("HDI"). HDI 
provides improper payment identification services for government and commercial health plans, and is the Medicare Recovery Audit Contractor 
("RAC") in CMS Region D, covering 17 states and three U.S. territories. In December 2012, we extended our workers' compensation recovery 
services to commercial health plans through our asset purchase of MedRecovery Management, LLC ("MRM").  

        We are managed and operate as one business, with a single management team that reports to the Chief Executive Officer. We do not operate 
separate lines of business with respect to any of our product lines.  

2. Summary of Significant Accounting Policies  

(a) Principles of Consolidation  

        The consolidated financial statements include our accounts and transactions and those of our wholly owned subsidiaries. All significant 
intercompany balances and transactions have been eliminated in consolidation.  

(b) Use of Estimates  

        The preparation of the consolidated financial statements in conformity with United States generally accepted accounting principles requires 
management to make certain estimates and assumptions that affect the reported amounts of assets and liabilities, primarily accounts receivable, 
intangible assets,  

62  



Table of Contents  

 
HMS HOLDINGS CORP. AND SUBSIDIARIES  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)  

2. Summary of Significant Accounting Policies (Continued)  

accrued expenses, estimated liability for appeals and disclosure of contingent assets and liabilities at the date of the consolidated financial 
statements and the reported amounts of revenue and expenses during the reporting periods. Our actual results could differ from those estimates.  

(c) Reclassifications  

        Certain reclassifications were made to prior year amounts to conform to the current period presentation.  

(d) Cash and Cash Equivalents  

        We consider all highly liquid investments with an original maturity of three months or less to be cash equivalents. Cash equivalents consist 
of deposits that are readily convertible into cash.  

(e) Concentration of Credit Risk  

        Financial instruments (principally cash and cash equivalents, accounts receivable, accounts payable and accrued expenses) are carried at 
cost, which approximates fair value due to the short-term maturity of these instruments. Our long-term debt or revolving credit facility is carried 
at cost. Due to the variable interest rate associated with the revolving credit facility, its fair value approximates its carrying value.  

        Our policy is to limit our credit exposure by placing our investments with financial institutions evaluated as being creditworthy, or in short-
term money market funds which are exposed to minimal interest rate and credit risk. We maintain our cash in cash depository accounts and 
certificate of deposits with large financial institutions. The balance in certain of these accounts exceeds the maximum balance insured by the 
Federal Deposit Insurance Corporation of up to $250,000 per bank account. We have not experienced any losses on our bank deposits and we 
believe these deposits do not expose us to any significant credit risk.  

        We are subject to potential credit risk related to changes in economic conditions within the healthcare market. However, we believe that our 
billing and collection policies are adequate to minimize the potential credit risk. We perform ongoing credit evaluations of our customers and 
generally do not require collateral. We have no history of significant losses from uncollectible accounts.  

(f) Property and Equipment  

        Property and equipment are stated at cost less accumulated depreciation. Depreciation is provided over the estimated useful lives of the 
assets utilizing the straight-line method. We provide amortization of leasehold improvements on a straight-line basis over the shorter of a five 
year period or the term of the related lease. Equipment leased under capital leases is depreciated over the shorter of (i) the term of the lease and 
(ii) the estimated useful life of the equipment. The depreciation expense on assets acquired under capital leases is included in our Consolidated 
Statements of Comprehensive Income as depreciation expense. The estimated useful lives are as follows:  
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2. Summary of Significant Accounting Policies (Continued)  

(g) Software and Software Development Cost  

        Certain software development costs related to software that is acquired or developed for internal use while in the application development 
stage are capitalized. All other costs to develop software for internal use, either in the preliminary project stage or post-implementation stage, are 
expensed as incurred. Amortization of software and software development costs is calculated on a straight-line basis over the expected economic 
life of the product, generally estimated to be 5 years.  

(h) Goodwill  

        Goodwill, representing the excess of acquisition costs over the fair value of assets and liabilities of acquired businesses, is subject to a 
periodic assessment for impairment in accordance with Accounting Standards Codification ("ASC") 350—Intangibles, Goodwill and Other. We 
assess goodwill for impairment on an annual basis as of June 30 of each year or more frequently if an event occurs or changes in circumstances 
would more likely than not reduce the fair value of a reporting unit below its carrying amount. Our assessment of goodwill impairment is at the 
HMS Holdings Corp. entity level as we operate as a single reporting unit.  

        We have the option to perform a qualitative assessment to determine if an impairment is more likely than not to have occurred. If we can 
support the conclusion that it is more likely than not that the fair value of a reporting unit is greater than its carrying amount, then we would not 
need to perform the two-step impairment test for that reporting unit. If we cannot support such a conclusion, or we do not elect to perform the 
qualitative assessment, then the first step of the goodwill impairment test is used to identify potential impairment by comparing the fair value of 
a reporting unit with its carrying amount, including goodwill.  

        In the prior year, we performed our impairment testing for goodwill using the two step approach.  

        In the current year, we performed a qualitative assessment to determine if an impairment is more likely than not to have occurred and there 
was no impairment of goodwill identified.  

        There are no impairment charges related to goodwill for any of the fiscal periods presented.  

(i) Long-Lived Assets  

        Long-lived assets, which include property and equipment and intangible assets, are reviewed for impairment whenever events or changes in 
circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held and used is measured by a 
comparison of the carrying value of its asset group to the estimated undiscounted future net cash flows expected to be generated by the asset. If 
such assets are considered to be impaired, the impairment to be recognized is measured by the amount by which the carrying value of the asset 
group exceeds the fair value of the assets, which amount is charged to earnings. Fair value is based on a projection of the estimated discounted 
future net cash flows expected to result from the asset group, using a discount rate reflective of our cost of funds.  

        For long-lived assets and intangible assets, we measure the carrying amount of the asset against the estimated undiscounted future cash 
flows associated with it. If the sum of the expected future net cash flows is less than the carrying value of the asset being evaluated, we would 
recognize an impairment charge. The impairment charge would be calculated as the amount by which the carrying value of the asset exceeds its 
fair value. The determination of fair value is based on quoted market prices, if available. If  
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quoted market prices are not available, the estimate of fair value is based on various valuation techniques, including the discounted value of 
estimated future cash flows. We did not recognize any impairment charges related to our long-lived assets, property and equipment, goodwill or 
intangible assets, during the years ended December 31, 2014 and 2013, as management believes that carrying amounts were not impaired.  

(j) Acquisition Accounting  

        The acquisition method of accounting requires companies to assign values to assets acquired and liabilities assumed based upon their fair 
value. In most instances there is not a readily defined or listed market price for individual assets and liabilities acquired in connection with a 
business, including intangible assets. The determination of fair value for individual assets and liabilities in many instances requires a high degree 
of estimation. The valuation of intangible assets, in particular, is very subjective. The use of different valuation techniques and assumptions 
could change the amounts and useful lives assigned to the assets and liabilities acquired, including goodwill and other intangible assets and 
related amortization expense.  

(k) Income Taxes  

        Income taxes are accounted for under the asset and liability method. Under this method, deferred tax assets and liabilities are recognized for 
the future tax consequences attributable to temporary and permanent differences between the financial statement carrying amounts of existing 
assets and liabilities and their respective tax bases. This method also requires the recognition of future tax benefits for net operating loss carry-
forwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those 
temporary differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates is 
recognized as income in the period that includes the enactment date. A valuation allowance is provided against deferred tax assets to the extent 
their realization is not more likely than not.  

        Uncertain income tax positions are accounted for by prescribing a minimum recognition threshold that a tax position is required to meet 
before being recognized in the financial statements.  

(l) Revenue Recognition and Estimated Liability for Appeals  

        We provide products and services under contracts that contain various fee structures, including contingency fee and fixed fee arrangements. 
We recognize revenue when a contract exists, products or services have been provided to the customer, the fee is fixed and determinable, and 
collectability is reasonably assured. In addition, we have contracts with the federal government which are generally cost-plus or time and 
material based. Revenue on cost-plus contracts is recognized based on costs incurred plus an estimate of the negotiated fee earned. Revenue on 
time and materials contracts is recognized based on hours worked and expenses incurred.  

        Under our Medicare RAC contract with CMS, our Medicaid RAC contracts with various states, and similar contracts for commercial 
customers, we recognize revenue when claims are sent to the customer for offset against future claims payments. Providers have the right to 
appeal a claim and may pursue additional appeals if the initial appeal is found in favor of the customer. We accrue an estimated liability for 
appeals based on the amount of fees that are subject to appeals, closures or other adjustments and which we estimate are probable of being 
returned to providers following a successful appeal. This estimated liability  
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for appeals is an offset to revenue in our Consolidated Statements of Comprehensive Income. Our estimates are based on our historical 
experience with appeals. The estimated liability for appeals of $36.8 million at December 31, 2014, and $41.9 million as of December 31, 2013, 
represents our estimate of the potential amount of repayments related to appeals of claims, closures and other adjustments for which fees were 
previously collected. This is reflected as a separate line item in the current liabilities section of our balance sheet titled "Estimated liability for 
appeals." To the extent the amount to be returned to providers following a successful appeal, closure or other adjustment exceeds the amount 
accrued, revenue in the applicable period would be reduced by the amount of the excess.  

        As of December 31, 2014, we have accrued an estimated liability for appeals and estimated allowance for appeals based on our historical 
experience with this activity under our customers' contracts. At this time, we do not believe that we face a risk of significant loss in excess of the 
amounts accrued. Accordingly, we believe that an estimate of any possible loss in excess of the amounts accrued is immaterial. Any future 
changes to any of our customer contracts, including further modifications to the transition plan for incumbent Medicare recovery audit 
contractors, may require us to apply different assumptions that could affect our estimated liability for future periods. We similarly accrue an 
allowance against accounts receivable related to fees yet to be collected, based on the same estimates used to establish the estimated liability for 
appeals of fees received. Our inability to correctly estimate the estimated liabilities and allowance against accounts receivable could adversely 
affect our revenue in future periods.  

        When contracts have multiple deliverables, we evaluate these deliverables at the inception of each contract and as each item is delivered. As 
part of this evaluation, we (i) consider whether a delivered item has value to a customer on a standalone basis; (ii) use the vendor specific 
objective evidence ("VSOE") of selling price or third party estimate ("TPE") of selling price. If neither VSOE nor TPE of selling price exist for a 
deliverable, we use best estimated selling price for that deliverable; and (iii) allocate revenue to each non-contingent element based upon the 
relative selling price of each element. Revenue allocated to each element is then recognized when the above four basic revenue recognition 
criteria are met for each element. Arrangements, including implementation and transaction related revenue, are accounted for as a single unit of 
accounting. Since implementation services do not carry a standalone value, the revenue relating to these services is recognized over the term of 
the customer contract to which it relates.  

        In addition, some of our contracts may include customer acceptance provisions. Formal customer sign-off is not always necessary to 
recognize revenue, provided we objectively demonstrate that the criteria specified in the acceptance provision are satisfied. Due to the range of 
products and services that we provide and the differing fee structures associated with each type of contract, we may recognize revenue in 
irregular increments.  

(m) Stock-Based Compensation  

        The cost of stock-based compensation is recognized in our Consolidated Statements of Comprehensive Income based on the fair value of all 
awards granted using the Black-Scholes method and the Monte Carlo option pricing model for valuation. The Black-Scholes option pricing 
model is used for "non-performance-based" grants and the Monte Carlo option pricing model is used for performance-based grants with certain 
market conditions. The fair value of each award is determined and the compensation cost is recognized over the service period required to obtain 
full vesting. Compensation cost to be recognized reflects an estimate of the number of awards expected to vest after taking into consideration an 
estimate of award forfeitures based on actual experience. Upon the exercise of stock  
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options or the vesting of restricted stock units and restricted stock awards, the resulting excess tax benefits, if any, are credited to additional paid-
in capital. Any resulting tax deficiencies will first be offset against those cumulative credits to additional paid-in capital. If the cumulative credits 
to additional paid-in capital are exhausted, tax deficiencies will be recorded to the provision for income taxes. Excess tax benefits are required to 
be reflected as financing cash inflows in the accompanying Consolidated Statements of Cash Flows.  

(n) Fair Value of Financial Instruments 

       We measure certain financial assets and liabilities at fair value based on valuation techniques using the best information available, which 
may include quoted market prices, market comparables and discounted cash flow projections. Financial instruments may include time deposits, 
money market funds, and other cost method investments. In general, and where applicable, we use quoted prices in active markets for identical 
assets to determine fair value. If quoted prices in active markets for identical assets are not available to determine fair value, then we use quoted 
prices for similar assets and liabilities or inputs that are observable either directly or indirectly. If quoted prices for identical or similar assets are 
not available, we use internally developed valuation models, whose inputs include bid prices, and third party valuations utilizing underlying asset 
assumptions.  

       The fair values of our financial instruments reflect 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 (exit price). In addition, the Financial Accounting Standards Board (the 
"FASB"), authoritative guidance requires us to disclose the fair value of financial instruments, both assets and liabilities recognized and not 
recognized in the statement of financial position, for which it is practicable to estimate fair value.  

       Our financial instruments are categorized into a three-level fair value hierarchy that prioritizes the inputs to valuation techniques used to 
measure fair value into three broad levels. The fair value hierarchy gives the highest priority to quoted prices in active markets for identical 
assets or liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). If the inputs used to measure fair value fall within different 
levels of the hierarchy, the category level is based on the lowest priority level input that is significant to the fair value measurement of the 
instrument. In the event the fair value is not readily available or determinable, the financial instrument is carried at cost and referred to as a cost 
method investment. The evaluation of whether an investment's fair value is less than cost is determined by using a disclosed fair value estimate, 
if one is available, otherwise, it is determined by evaluating whether an event or change in circumstances has occurred that may have a 
significant adverse effect on the fair value of the investment (an impairment indicator). We are not aware of any identified events or change in 
circumstances that would have a significant adverse effect on the carrying value of our cost method investments. Financial instruments recorded 
at fair value on our consolidated balance sheets are categorized as follows:  

• Level 1: Observable inputs such as quoted prices in active markets;

• Level 2: Inputs, other than the quoted prices in active markets, that are observable either directly or indirectly; and

• Level 3: Unobservable inputs in which there is little or no market data, which require the reporting entity to develop its own 
assumptions.
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(o) Leases  

        We account for our lease agreements at their inception as either operating or capital leases, depending on certain defined criteria. We 
recognize lease costs on a straight-line basis without regard to deferred payment terms, such as rent holidays, that defer the commencement date 
of required payments. Additionally, incentives we receive, such as tenant improvement allowances, are capitalized and are treated as a reduction 
of our rental expense over the term of the lease agreement.  

(p) Recently Issued Accounting Pronouncements  

        On March 31, 2014, the New York Bank and Corporate Franchise Tax Reform was enacted. Under this new law, banks and general 
corporations will be subject to a substantially revised Article 9-A franchise tax. Substantive changes to the 9-A franchise tax include, but are not 
limited to, new economic nexus standards, reduced corporate franchise tax rates for general corporations and qualified manufacturers, revised 
apportionment provisions, and new rules for when unitary combined reporting is required. As required by ASC 740-10-25-48, the effects of a 
change in the tax law shall be recognized as of the date of enactment. The adoption of this guidance did not have a material effect on our 
consolidated financial statements.  

        In May 2014, FASB issued an ASU that amends the FASB ASC by creating a new Topic 606, Revenue from Contracts with Customers . 
The new guidance will supersede the revenue recognition requirements in Topic 605, Revenue Recognition, and most industry-specific guidance 
on revenue recognition throughout the Industry Topics of the Codification.  

        The core principle of the guidance is that an entity should recognize revenue to depict the transfer of promised goods or services to 
customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. To 
achieve that core principle, an entity should apply the following steps:  

Step 1: Identify the contract(s) with a customer.  

Step 2: Identify the performance obligations in the contract.  

Step 3: Determine the transaction price.  

Step 4: Allocate the transaction price to the performance obligations in the contract.  

Step 5: Recognize revenue when (or as) the entity satisfies a performance obligation.  

        In addition, an entity should disclose sufficient qualitative and quantitative information to enable users of financial statements to understand 
the nature, amount, timing and uncertainty of revenue and cash flows arising from contracts with customers.  

        The amendments in this ASU are effective for annual reporting periods beginning after December 15, 2016, including interim periods 
within that reporting period. Early adoption is not permitted. This amendment is to be either retrospectively adopted to each prior reporting 
period presented or retrospectively with the cumulative effect of initially applying this ASU recognized at the date of initial application. We are 
currently evaluating the impact of the adoption of this guidance to our consolidated financial statements.  
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       In June 2014, FASB issued ASU 2014-12, Accounting for Share-Based Payments When the Terms of an Award Provide That a 
Performance Target Could Be Achieved after the Requisite Service Period ("ASU 2014-12"). ASU 2014-12 brings consistency to the accounting 
for share-based payment awards that require a specific performance target to be achieved in order for employees to become eligible to vest in the 
awards. ASU 2014-12 is effective for annual reporting periods (including interim periods) beginning after December 15, 2015, with early 
adoption permitted. The adoption of this guidance will not have a material effect on our consolidated financial statements.  

3. Acquisitions

       The results of operations for our acquisitions have been included in our consolidated financial statements from the respective dates of 
acquisition.  

MedRecovery Management, LLC . 

       In December 2012, we acquired the assets and liabilities of MRM for an aggregate purchase price of $11.7 million, consisting of a 
$10.8 million initial cash payment and $0.9 million in future contingent payments that are based on the achievement of certain performance 
milestones. We recognized $1.9 million of goodwill in connection with our acquisition of MRM. In June 2013, we finalized the valuation of 
intangible assets and future contingent consideration related to this acquisition and determined that, as of acquisition date, the value of intangible 
assets was $9.2 million and the value of future contingent consideration was $0.9 million. The Consolidated Balance Sheet for the year ended 
December 31, 2012 was retrospectively adjusted to increase the carrying amount of intangible assets by $9.2 million, decrease the carrying value 
of future contingent consideration by $0.1 million and decrease the carrying value of goodwill by $9.3 million. Of the total intangible assets 
acquired, $8.9 million was related to customer relationships and has an amortization period of seven years and $0.3 million was related to 
restrictive covenants and has an amortization period of two years. During 2014, we paid approximately $0.4 million of contingent consideration 
due to the achievement in 2013 of certain performance milestones. We reversed approximately $0.5 million of contingent consideration liability 
upon the non-achievement of the remaining performance milestones. This amount is included in other operating costs for the year ended 
December 31, 2014.  
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4. Property and Equipment  

        Property and equipment at December 31, 2014 and 2013 consisted of the following ( in thousands ):  

        Depreciation and amortization expense related to property and equipment charged to operations for the years ended December 31, 2014, 
2013 and 2012 was $32.9 million, $31.4 million and $26.9 million, respectively. Net capital leases included as part of equipment were 
approximately $1.2 million and $2.8 million at December 31, 2014 and 2013, respectively. Accumulated depreciation for equipment under 
capital leases was approximately $4.8 million and $3.2 million for the years ended December 31, 2014 and 2013. Depreciation expense for 
equipment under capital leases for the years ended December 31, 2014, 2013 and 2012 was approximately $1.6 million, $1.7 million, and 
$1.4 million, respectively.  

5. Intangible Assets  

        Intangible assets consisted of the following at December 31, 2014 and 2013 ( in thousands ):  
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     December 31,   
     2014   2013   
Equipment    $ 94,686   $ 86,494   
Leasehold improvements      9,194     3,712   
Building      8,624     8,624   
Building improvements      8,762     7,404   
Land      2,769     1,163   
Furniture and fixtures      12,107     11,045   
Capitalized software      101,069     97,555   

    237,211     215,997   
Less accumulated depreciation and amortization      (121,184 )   (92,991 ) 
Property and equipment, net    $ 116,027   $ 123,006   
​ ​ ​ ​ ​ ​ 

     Gross Value   
Accumulated  
Amortization   Net Book Value   Useful Life 

December 31, 2014                        
Customer 

relationships    $ 102,755   $ (44,020 ) $ 58,735   5 - 10 years 
Restrictive covenants      18,000     (11,394 )   6,606   3 - 7 years 
Trade name      17,000     (7,763 )   9,237   3 - 5 years 

  $ 137,755   $ (63,177 ) $ 74,578     
​ ​ ​ ​ ​ ​ ​ ​ ​ 

December 31, 2013                        
Customer 

relationships    $ 102,755   $ (29,504 ) $ 73,251   5 - 10 years 
Restrictive covenants      18,300     (7,981 )   10,319   3 - 7 years 
Trade name      19,532     (7,790 )   11,742   3 - 5 years 

  $ 140,587   $ (45,275 ) $ 95,312     
​ ​ ​ ​ ​ ​ ​ ​ ​ 
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 Estimated amortization expense of intangible assets is expected to approximate the following ( in thousands ): 

       For the years ended December 31, 2014, December 31, 2013 and December 31, 2012, amortization expense related to intangible assets was 
$20.7 million, $23.6 million and $24.2 million, respectively.  

 There were no changes in the carrying amount of goodwill for the years ended December 31, 2014 and 2013. 

6. Accounts Payable, Accrued Expenses and Other Liabilities

 Accounts payable, accrued expenses and other liabilities at December 31, 2014 and 2013 consisted of the following ( in thousands ): 
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Year ending December 31, 

2015 $ 20,270  
2016 19,934  
2017 16,613  
2018 15,992  
2019 1,582  

Thereafter 187  

December 31, 
2014 2013 

Accounts payable, trade  $ 14,840   $ 7,217  
Accrued compensation  16,895  15,419  
Accrued direct project costs 1,543  1,629  
Accrued refunds  1,842  2,667  
Liability for tax payments  4,159  — 
Accrued other liabilities  15,270  10,191  
Total accounts payable, accrued expenses and other 

liabilities $ 54,549   $ 37,123  
​ ​ ​ ​ ​ ​
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7. Income Taxes  

        The income tax expense for the years ended December 31, 2014, 2013 and 2012 is as follows ( in thousands ):  

        A reconciliation of the income tax expense calculated using the applicable federal statutory rates to the actual income tax expense for the 
years ended December 31, 2014, 2013 and 2012 is as follows ( in thousands ):  

        Our effective tax rate increased to 47.0% for the year ended December 31, 2014 from 39.0% for the year ended December 31, 2013, 
primarily due to a change in state apportionments and permanent differences. The principal difference between the statutory rate and our 
effective rate is state taxes and permanent differences.  

        Deferred income taxes are recognized for the future tax consequences of temporary differences between the financial statement and tax 
bases of assets and liabilities. The tax effect of temporary  
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     December 31,   
     2014   2013   2012   
Current tax expense:                      

Federal    $ 20,244   $ 25,211   $ 33,456   
State      4,429     4,736     5,696   

    24,673     29,947     39,152   
Deferred tax expense (benefit):                      

Federal      (12,421 )   (3,485 )   (6,085 ) 
State      131     (869 )   (238 ) 

    (12,290 )   (4,354 )   (6,323 ) 
Total income tax expense    $ 12,383   $ 25,593   $ 32,829   
​ ​ ​ ​ ​ ​ ​ ​ 

     December 31,   
     2014   %   2013   %   2012   %   
Computed at federal statutory rate    $ 9,215     35.0   $ 22,946     35.0   $ 29,171     35.0   
State and local tax expense, net of 

federal benefit      2,973     11.3     2,448     3.7     3,548     4.3   
Other, net      195     0.7     199     0.3     110     0.1   
Total income tax expense    $ 12,383     47.0   $ 25,593     39.0   $ 32,829     39.4   
​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ ​ 
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7. Income Taxes (Continued)

differences that give rise to a significant portion of the deferred tax assets and deferred tax liabilities at December 31, 2014 and 2013 were as 
follows ( in thousands ):  

       During 2014, we utilized $4.9 million in tax deductions arising from stock-based compensation, which resulted in an excess tax benefit of 
$1.8 million that was recorded to capital in excess of par value and an offsetting reduction to taxes payable.  

       As of December 31, 2014 and 2013, the total amount of unrecognized tax benefits was approximately $1.3 million and $1.0 million, 
respectively (net of the federal benefit for state issues) of unrecognized tax benefits that, if recognized, would favorably affect our future 
effective tax rate. The accrued liability for interest expense and penalties related to unrecognized tax benefits was $0.2 million for both 
December 31, 2014 and 2013. We include interest expense and penalties in the provision for income taxes in the Consolidated Statements of 
Comprehensive Income. The amount of interest expense (net of federal and state income tax benefits) and penalties in the Consolidated 
Statements of Comprehensive Income for the years ended December 31, 2014 and 2013 was immaterial. We do not expect any significant 
change in unrecognized tax benefits during the next twelve months.  
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December 31, 
2014 2013 

Deferred tax assets: 
Deferred stock-based compensation expense  $ 7,739   $ 6,112  
Goodwill and intangible assets  10,416  7,679  
Accounts receivables  2,576  1,905  
Allowance for doubtful accounts and deferred revenue 1,473  669  
Deferred rent  783  215  
Restructuring cost  513  369  
Tenant improvements  1,339  — 
Net operating loss carry-forwards  122  69  
Other  2,824  843  

Total deferred tax assets 27,785  17,861  
Deferred tax liabilities: 

Goodwill and intangible assets 61,328  64,317  
Property and equipment  6,107  8,287  
Capitalized software cost  3,392  2,995  
Prepaid expenses  — 1,111  

Total deferred tax liabilities 70,827  76,710  
Total net deferred tax liabilities $ 43,042   $ 58,849  
​ ​ ​ ​ ​ ​

Net current deferred tax (assets) liabilities $ (7,811 ) $ 6,326  
Net non-current deferred tax liabilities  50,853  52,523  
Total net deferred tax liabilities $ 43,042   $ 58,849  
​ ​ ​ ​ ​ ​
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7. Income Taxes (Continued)  

        A reconciliation of the beginning and ending amounts of unrecognized tax benefits for the twelve months ended December 31, 2014 
and 2013 are as follows:  

        We file income tax returns with the U.S. Federal government and various state jurisdictions. We are no longer subject to U.S. Federal 
income tax examinations for years before 2011. We operate in a number of state and local jurisdictions, most of which have never audited our 
records. Accordingly, we are subject to state and local income tax examinations based upon the various statutes of limitations in each 
jurisdiction. We are currently being examined by the State of New York.  

8. Credit Agreement  

        In connection with our acquisition of HDI, we entered into a five-year, revolving and term secured credit agreement, ("2011 Credit 
Agreement"), with certain financial institutions and Citibank, N.A. as Administrative Agent. In May 2013, we amended and restated the 2011 
Credit Agreement and entered into a $500 million five-year, amended and restated revolving credit agreement ("2013 Credit Agreement"). 
During the year ended December 31, 2014, we made principal payments of $35.0 million against our revolving credit facility. During the year 
ended December 31, 2013, we made principal payments of $8.8 million against our term loan and $95.0 million against our revolving credit 
facility. The $197.8 million principal balance of our revolving credit facility is due in May 2018.  

        The 2013 Credit Agreement provides for an initial $500 million revolving credit facility, and, under specified circumstances, the revolving 
credit facility can be increased or one or more incremental term loan facilities can be added, provided that the incremental credit facilities do not 
exceed in the aggregate the sum of (a) $75 million plus (b) an additional amount not less than $25 million, so long as our total secured leverage 
ratio, calculated giving pro forma effect to the requested incremental borrowing and other customary and appropriate pro forma adjustment 
events, including any permitted acquisitions, is no greater than 2.5:1.0. The 2013 Credit Agreement is collateralized by our assets.  

        The 2013 Credit Agreement contains certain customary representations and warranties, affirmative and negative covenants, and events of 
default. The 2013 Credit Agreement requires us to comply, on a quarterly basis, with certain principal financial covenants, including a maximum 
consolidated leverage ratio reducing from 3.50:1.00 to 3.25:1.00 over the next five years and a minimum interest coverage ratio of 3.00:1.00.  

        The interest rates applicable to the revolving credit facility are, at our option, either (a) the LIBOR multiplied by the statutory reserve rate 
plus an interest margin ranging from 1.50% to 2.25% based on our consolidated leverage ratio, or (b) a base rate (which is equal to the greatest 
of (a) Citibank's prime rate, (b) the federal funds effective rate plus 0.50% and (c) the one-month LIBOR plus 1.00% plus an interest margin 
ranging from 0.50% to 1.25% based on our consolidated leverage ratio). We pay an unused  
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     December 31,   
     2014   2013   
Unrecognized tax benefits at January 1    $ 1,034   $ 799   

Additions for tax positions of prior periods      484     26   
Additions for tax positions of current periods      —    280   
Reductions related to the expiration of statutes of 

limitations      (189 )   (71 ) 
Unrecognized tax benefits at December 31    $ 1,329   $ 1,034   
​ ​ ​ ​ ​ ​ 
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8. Credit Agreement (Continued)

commitment fee on the revolving credit facility during the term of the 2013 Credit Agreement ranging from 0.375% to 0.50% per annum based 
on our consolidated leverage ratio.  

       Our obligations under the 2013 Credit Agreement may be accelerated upon the occurrence of an event of default, which includes customary 
events of default including, without limitation, payment defaults, failures to perform affirmative covenants, failure to refrain from actions or 
omissions prohibited by negative covenants, the inaccuracy of representations or warranties, cross-defaults, bankruptcy and insolvency related 
defaults, defaults relating to judgments, defaults due to certain ERISA related events and a change of control default. As of December 31, 2014, 
we were in compliance with all the terms of the 2013 Credit Agreement.  

       Borrowings under the 2013 Credit Agreement were used to refinance the outstanding principal and unpaid interest of $323.8 million and 
$1.1 million, respectively, under the term loan of the 2011 Credit Agreement. We paid lender fees of $2.9 million in connection with amending 
and restating the Credit Agreement.  

 The interest expense and the commitment fees on the unused portion of our revolving credit facility are as follows ( in thousands ): 

       At December 31, 2014 and December 31, 2013, the unamortized balance of deferred origination fees and debt issue costs were $6.9 million 
and $9.0 million, respectively. For the years ended December 31, 2014 and 2013, we amortized $2.1 million and $3.1 million, respectively, of 
interest expense related to our deferred origination fees and debt issue costs.  

       Although we expect that operating cash flows will continue to be a primary source of liquidity for our operating needs, we have the 
revolving credit facility, which may be used for general corporate purposes, including acquisitions, available for future cash flow needs, if 
necessary.  

       As part of our contractual agreement with a customer, we have an outstanding irrevocable letter of credit or Letter of Credit for 
$4.6 million, which we established against our existing revolving credit facility.  

9. Equity

(a) Treasury Stock 

       In October 2012, our Board of Directors authorized us to repurchase up to $50 million of our common stock from time to time on the open 
market or in privately negotiated transactions, for a period of up to two years. During this two year period, we purchased a total of 1,101,458 
shares at an average price of $22.65 per share, which amounts to $25.0 million of our common stock pursuant to this authorization.  

 The above repurchased shares will be available for use in connection with our stock plans and for other corporate purposes. 
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December 31, 
2014 2013 2012 

Interest expense  $ 4,186  $ 8,156  $ 12,200  
Commitment fees $ 1,465   $ 887   $ 500  
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9. Equity (Continued)  

(b) Preferred Stock  

        Our certificate of incorporation, as amended, authorizes the issuance of up to 5,000,000 shares of "blank check" preferred stock with such 
designations, rights and preferences as may be determined by our Board of Directors. As of December 31, 2014, no preferred stock had been 
issued.  

10. Employee Benefit Plan  

        We sponsor a benefit plan to provide retirement benefits for our employees, which is known as the HMS Holdings Corp. 401(k) Plan (the 
"401(k) Plan"). Eligible employees must complete 90 days of service in order to enroll in the 401(k) Plan. Participants may make voluntary 
contributions to the 401(k) Plan of up to 60% of their annual base pre-tax compensation not to exceed the federally determined maximum 
allowable contribution. In addition, the 401(k) Plan permits us to make discretionary contributions. We match 100% of the first 3% of pay 
contributed by each eligible employee and 50% on the next 2% of pay contributed. These matching contributions vest immediately and are not in 
the form of our common stock.  

        For the years ended December 31, 2014, 2013 and 2012, we contributed $5.0 million, $4.6 million and $3.7 million, respectively, to the 401
(k) Plan in the form of matching contributions.  

11. Stock-Based Compensation  

        We grant stock options to purchase our common stock, restricted stock awards and restricted stock units to our employees and directors 
under the Amended 2011 Stock Option and Stock Issuance Plan (the "HDI 2011 Stock Plan"), which we assumed in connection with our 
acquisition of HDI and the Fourth Amended and Restated 2006 Stock Plan (the "2006 Stock Plan"). The HDI 2011 Stock Plan superseded the 
HealthDataInsights Inc. Amended 2004 Stock Option/Stock Issuance Plan. The 2006 Stock Plan was adopted in June 2006 and superseded our 
1999 Long-Term Incentive Stock Plan (the "1999 Plan"). We have previously granted stock options outside of our plans, and some of those 
stock options still remain outstanding.  

        Stock-based compensation cost is measured at the grant date based on the fair value of the award and is recognized as expense over the 
requisite service period, which is generally the vesting period. Stock options granted under the HDI 2011 Stock Plan had vesting schedules 
ranging from one month to four years. Stock options granted under the 2006 Stock Plan generally vest over a one to four year period. All stock 
options granted under the 1999 Plan and outside our plans are fully vested. The restricted stock awards and restricted stock units granted under 
the 2006 Stock Plan vest over a one to five year period and the related stock-based compensation expense is ratably recognized over those same 
time periods.  

        Total stock-based compensation expense charged as a selling, general and administrative expense related to our stock compensation plans 
was $13.4 million, $12.0 million and $9.1 million for the years ended December 31, 2014, 2013 and 2012, respectively. The excess tax benefit 
from the exercise of stock options for the years ended December 31, 2014, 2013 and 2012 was $1.8 million, $5.2 million and $12.4 million, 
respectively.  
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11. Stock-Based Compensation (Continued)  

(a) Amended 2011 Stock Option and Stock Issuance Plan  

        We assumed the HDI 2011 Stock Plan in connection with our acquisition of HDI. As of December 31, 2014, there were stock options to 
purchase 230,447 shares of common stock outstanding under the HDI 2011 Stock Plan.  

        The HDI 2011 Stock Plan is divided into two separate equity programs: a stock option grant program and a stock issuance program. The 
HDI 2011 Stock Plan permits the grant of incentive stock options, non-qualified stock options and share awards. A total of 836,122 shares have 
been authorized for issuance under the 2011 Stock Plan. The maximum number of shares available to be issued under the Plan is currently 
251,214 shares, subject to adjustments for any stock splits, stock dividends or other specified adjustments which may take place in the future. 
Former HDI employees as well as new (i) employees, (ii) non-employee directors and (iii) consultants and other independent advisors are 
eligible to participate in the HDI 2011 Stock Plan. However, only employees are eligible to receive incentive stock options. The exercise price of 
stock options granted under the HDI 2011 Stock Plan may not be less than fair market value of a share of stock on the grant date, as measured by 
the closing price of our common stock on The NASDAQ Global Select Market and the term of a stock option may not exceed ten years.  

(b) Fourth Amended and Restated 2006 Stock Plan  

        The 2006 Stock Plan permits the grant of incentive stock options, non-qualified stock options, stock appreciation rights ("SARs"), restricted 
stock awards and restricted stock units, performance shares and performance units and other share awards.  

        Our 2006 Stock Plan was approved by our stockholders in June 2006. The purpose of the 2006 Stock Plan is to furnish a material incentive 
to our employees and non-employee directors by making available to them the benefits of a larger common stock ownership through stock 
options and awards. We believe that these increased incentives stimulate the efforts of employees and non-employee directors towards our 
continued success, as well as assist in the recruitment of new employees and non-employee directors.  

        A total of 18,000,000 shares have been authorized for issuance under the 2006 Stock Plan. Any shares issued in connection with awards 
other than stock options and SARs are counted against the 18,000,000 share limit as one and eighty-five hundredths (1.85) of a share for every 
one share issued in connection with such award or by which the award is valued by reference.  

        All of our employees as well as our non-employee directors are eligible to participate in the 2006 Stock Plan. However, only our employees 
are eligible to receive incentive stock. The exercise price of stock options granted under the 2006 Stock Plan may not be less than fair market 
value of a share of stock on the grant date, as measured by the closing price of our common stock on The NASDAQ Global Select Market and 
the term of a stock option may not exceed seven years.  

        In November 2014, the Compensation Committee of the Board of Directors approved the grant of non-qualified stock options to purchase 
an aggregate of 565,823 shares of common stock to certain of our directors and employees, including our executive officers, under the 2006 
Stock Plan at an exercise price of $21.63 per share, the closing price of our common stock on the grant date. The Committee also approved the 
grant of 318,654 restricted stock units to directors and certain employees on the same date. The stock options and restricted stock units granted to 
our executive officers vest as follows: one half of the awards vest in equal installments on each of the first three anniversaries of the grant date, 
and provided the average closing price per share of our common stock is at least 25% higher than the exercise price for a  
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period of 30 consecutive days, which we refer to as the performance condition, then the other half will vest in accordance with a pre-defined 
schedule depending upon when during the three year period following the grant date the performance condition is achieved. The stock options 
and restricted stock units granted to the other employees vest in equal installments on each of the first three anniversaries of the grant date. The 
stock options and restricted units granted to our directors in November 2014 vest quarterly over a one year period commencing on December 31, 
2014.  

        During the year ended December 31, 2014, we granted stock options to purchase an aggregate of 761,918 shares of common stock and 
582,936 restricted stock units under the 2006 Stock Plan.  

        As of December 31, 2014, there were 5,945,337 shares of common stock available for future grant under the 2006 Stock Plan. We had the 
following outstanding under the 2006 Stock Plan as of December 31, 2014: (i) stock options to purchase 3,615,810 shares of common stock and 
(ii) 909,535 restricted stock units. There are no restricted stock awards outstanding under the 2006 Stock Plan as of December 31, 2014.  

(c) 1999 Long-Term Incentive Plan  

        The 1999 Plan was approved by our stockholders in March 1999 and was superseded by the 2006 Stock Plan in June 2006. Accordingly, no 
additional awards or options may be granted thereunder. As of December 31, 2014, there were 74,290 stock options outstanding under the 1999 
Plan.  

(d) Options Issued Outside the Plans  

        As of December 31, 2014, there were stock options to purchase an aggregate of 180,000 shares of our common stock outstanding that were 
not granted under the 2006 Stock Plan, the 1999 Plan or the HDI 2011 Stock Plan, of which 180,000 stock options were granted in July 2007 to 
Walter D. Hosp, our former Chief Financial Officer, under the terms of his employment agreement.  

(e) Summary of Stock Options  

        Presented below is a summary of our stock option activity for the year ended December 31, 2014 ( shares and aggregate intrinsic value in 
thousands ):  
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     Shares   

Weighted  
Average  
Exercise  

Price   

Weighted  
Average  

Remaining  
Contractual  

Terms   

Aggregate  
Intrinsic  

Value   
Outstanding at                            

December 31, 2013      4,273   $ 17.53               
Granted      762     21.27               
Exercised      (461 )   7.96               
Forfeitures      (286 )   23.49               
Expired      (187 )   22.92               

Outstanding at December 31, 2014      4,101     18.72     4.54     16,246   
​ ​ ​ ​ ​ ​ ​ ​ ​ ​ 

Expected to vest at December 31, 
2014      1,752     22.09     6.14     345   

Exercisable at December 31, 2014      2,305   $ 16.10     3.29   $ 15,892   
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       For awards subject to service-based vesting conditions, we recognize stock-based compensation expense, net of estimated forfeitures, equal 
to the grant date fair value of stock options on a straight-line basis over the requisite service period, which is generally the vesting term. For 
awards subject to both performance and service-based vesting conditions, we recognize stock-based compensation expense using the straight-
line recognition method when it is probable that the performance condition will be achieved. Forfeitures are required to be estimated at the time 
of grant and revised, if necessary, in subsequent periods if actual forfeitures differ from those estimates.  

       The fair value of each option grant with service-based vesting conditions was estimated using the Black-Scholes pricing models. The 
performance share awards granted in 2014 and 2013 are market condition awards as attainment is based on the performance of our common 
stock for the relevant performance period. These awards were valued on the date of grant using a Monte Carlo simulation model.  

       Expected volatilities are calculated based on the historical volatility of our common stock. Management monitors stock option exercises and 
employee termination patterns to estimate forfeiture rates within the valuation model. Separate groups of employees that have similar historical 
exercise behavior are considered separately for valuation purposes. The expected holding period of options represents the period of time that 
options granted are expected to be outstanding. The expected terms of options granted are based on our historical experience for similar types of 
stock option awards. The risk-free interest rate is based on U.S. Treasury Notes.  
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        The weighted-average grant-date fair value per share of the stock options granted during the years ended December 31, 2014, 2013 and 
2012 was $7.59, $7.07 and $9.35, respectively. We estimated the fair value of each stock option grant on the date of grant using a Black-Scholes 
option pricing model and weighted-average assumptions set forth in the following table:  

        During the years ended December 31, 2014, 2013 and 2012, we issued 516,552 shares, 1,300,000 shares and 1,700,000 shares, respectively, 
of our common stock upon the exercise of outstanding stock options and received proceeds of $4.1 million, $9.3 million and $12.0 million, 
respectively. The total intrinsic value of options exercised during the years ended December 31, 2014, 2013 and 2012 was $6.5 million, 
$23.9 million and $39.6 million, respectively.  

        For the years ended December 31, 2014, 2013 and 2012, approximately $7.6 million, $6.7 million and $7.3 million, respectively, of stock-
based compensation expense relating to stock options was charged against income.  

        As of December 31, 2014, there was approximately $10.7 million of total unrecognized compensation cost, adjusted for estimated 
forfeitures, related to stock options outstanding, which is expected to be recognized over a weighted-average period of 1.5 years.  

(f) Restricted Stock Units  

        In 2014, 2013 and 2012, certain employees received restricted stock units under the 2006 Stock Plan. The fair value of restricted stock units 
is estimated based on the closing sale price of our common stock on the NASDAQ Global Select Market on the date of issuance. The total 
number of restricted stock units expected to vest is adjusted by estimated forfeiture rates. As of December 31, 2014, 2013 and 2012, 813,346, 
571,204 and 379,734 restricted stock units remain unvested and there was approximately $13.8 million, $11.6 million and $4.1 million, 
respectively, of unamortized compensation cost related to restricted stock units which is expected to be recognized over the remaining weighted-
average vesting period of 1.6 years.  

        For the years ended December 31, 2014, 2013 and 2012, stock-based compensation expense related to restricted stock units, was 
$5.7 million, $4.5 million and $1.0 million, respectively.  
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     Year ended December 31, 
     2014   2013   2012 

Expected dividend yield    0%   0%   0% 
Risk-free interest rate    1.57%   1.21%   0.55% 
Expected volatility    38.18%   37.22%   40.13% 
Expected life    4.82 years   4.51 years   4.47 years 
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        A summary of the status of our restricted stock units and of changes in restricted stock units outstanding under the 2006 Stock Plan, as 
amended, as of December 31, 2014 is as follows ( in thousands, except for weighted average grant date fair value per unit ):  

(g) Restricted Stock Awards  

        Certain executive officers have received grants of restricted stock awards under the 2006 Stock Plan. The vesting of restricted stock awards 
is subject to the executive officers' continued employment with us. Recipients of restricted stock awards are not required to provide us with any 
consideration other than rendering service and in addition, restricted stock holders are permitted to vote and receive dividends.  

        The stock-based compensation expense for restricted stock awards is determined based on the closing market price of our common stock on 
the grant date of the awards applied to the total number of awards that are anticipated to fully vest. Shares withheld to pay taxes are retired upon 
the vesting of the restricted stock awards. We did not issue restricted stock awards during the year ended December 31, 2014. At December 31, 
2014, there are no unvested shares underlying restricted stock awards and there is no unrecognized compensation cost related to restricted stock 
awards. For each of the years ended December 31, 2014, 2013 and 2012, stock-based compensation expense related to restricted stock awards 
was $0.1 million, $0.7 million, and $0.8 million, respectively.  

        A summary of the status of our restricted stock awards as of December 31, 2014 and of changes in restricted stock awards outstanding 
under the 2006 Stock Plan for the year ended December 31, 2014 is as follows ( in thousands, except for weighted average grant date fair 
value ):  
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Number of  

Units   

Weighted Average  
Grant Date Fair  
Value per Share   

Aggregate  
Intrinsic  

Value   
Outstanding balance at December 31, 

2013      636   $ 25.50         
Granted      583     21.00         
Vesting of restricted stock units, net of 

shares withheld for taxes      (110 )   25.07         
Shares withheld for taxes      (50 )   25.07         
Forfeitures      (149 )   24.67         
Outstanding balance at December 31, 

2014      910   $ 22.84   $ 19,246   
​ ​ ​ ​ ​ ​ ​ ​ 

     Shares   

Weighted Average  
Grant Date Fair  
Value per Share   

Aggregate  
Intrinsic  

Value   
Outstanding balance at December 31, 

2013      82   $ 10.42         
Vesting of restricted stock awards      (54 )   10.42         
Shares withheld for payment of taxes upon 

vesting of restricted stock awards      (28 )   10.42         
Outstanding balance at December 31, 

2014      —  $ —  $ —  
​ ​ ​ ​ ​ ​ ​ ​ 
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12. Earnings per Share  

        The following table sets forth the computation of basic and diluted earnings per share for the years ended December 31, 2014, 2013 and 
2012.  

        For the years ended December 31, 2014, 2013 and 2012, 2,422,628, 1,111,795 and 566,876 stock options, respectively, were not included 
in the diluted earnings per share calculation because the effect would have been anti-dilutive. For the years ended December 31, 2014, 2013 and 
2012, restricted stock units representing, 90,905, 88,327 and 50,300 shares of common stock, respectively, were not included in the diluted 
earnings per share calculation because the effect would have been anti-dilutive.  

13. Transactions with Officers, Related Parties and Others  

(a) Public Consulting Group, Inc.  

        Since our acquisition of Benefits Solutions Practice Area ("BSPA") from Public Consulting Group, Inc. ("PCG") in 2006, we have entered 
into subcontractor agreements with PCG, pursuant to which we provide cost containment services. In February 2013, we further amended and 
extended our Master Teaming and Non-Compete Agreements with PCG, first entered into in September 2006, and (ii) Supplementary Medicaid 
RAC Contract Teaming and Confidentiality with PCG, first entered into in July 2011. Both of these agreements expired on December 31, 2013.  

        For the years ended December 31, 2013 and 2012, amounts recognized as revenue under subcontractor agreements with PCG were 
$0.4 million and $0.6 million, respectively. No revenue was recognized during 2014. As of December 31, 2014 and 2013, no accounts receivable 
were outstanding related to these subcontract agreements with PCG.  

        In connection with the BSPA acquisition, we entered into an Intercompany Services Agreement ("ISA") with PCG to allow each party to 
perform services for the other, such as information technology support and contractual transition services. Services performed under the ISA 
were billed at pre-determined rates specified in the ISA. No significant services were rendered by PCG under the ISA during 2014. For the years 
ended December 31, 2013 and 2012 services rendered by PCG under the ISA were valued at approximately $42,000 and $58,000, respectively. 
For the years ended December 31, 2014, 2013 and 2012 our services rendered to PCG were valued at approximately $21,000, $70,000 and 
$41,000, respectively.  
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     Years Ended December 31   
Basic and diluted    2014   2013   2012   
     (in thousands, except per share data)    
Net income    $ 13,947   $ 39,997   $ 50,516   
​ ​ ​ ​ ​ ​ ​ ​ 

Net weighted average common shares outstanding—basic      87,673     87,598     86,204   
Plus: net effect of dilutive stock options and restricted common 

shares      491     746     2,161   
Weighted average common shares outstanding—diluted      88,164     88,344     88,365   
​ ​ ​ ​ ​ ​ ​ ​ 

Net income per common share—basic    $ 0.16   $ 0.46   $ 0.59   
​ ​ ​ ​ ​ ​ ​ ​ 

Net income per common share—diluted    $ 0.16   $ 0.45   $ 0.57   
​ ​ ​ ​ ​ ​ ​ ​ 
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13. Transactions with Officers, Related Parties and Others (Continued)  

        Since the BSPA acquisition, amounts collected by or paid on our behalf by PCG are reimbursed to PCG at cost. For the years ended 
December 31, 2014 and 2013, we did not owe any amount to PCG.  

(b) Employment Agreements  

        Effective March 1, 2013, and as amended on April 30, 2013, we entered into an Executive Employment Agreement with William C. Lucia, 
our President and Chief Executive Officer, with a termination date of February 28, 2015. Mr. Lucia is eligible to receive bonus compensation 
from us in respect of each fiscal year (or portion thereof) during the term of his employment, in each case as may be determined by our 
Compensation Committee in its sole discretion on the basis of performance or such other criteria as may be established from time to time by the 
Compensation Committee in its sole discretion. Mr. Lucia's annualized base salary remains at $650,000 and his target bonus remains at 100% of 
his base salary.  

        On January 20, 2015, the Executive Agreement with Mr. Lucia was further amended. See Note 16—"Subsequent Events" for terms of the 
amended agreement.  

        If we terminate Mr. Lucia's employment without Cause, in connection with a Change in Control (as defined in the agreement) or otherwise, 
or if his employment ceases because of his disability or if he terminates his employment with Good Reason (as defined in the agreement), then 
provided Mr. Lucia executes and does not revoke a separation agreement and release and complies with certain restrictive covenants, he will be 
entitled to receive cash severance in an amount equal to (i) 24 times his monthly base salary paid ratably in equal installments over a 24 month 
period, (ii) twice a bonus component that will vary depending upon whether the bonus for the year of termination is intended to be performance-
based compensation and the performance is satisfied or whether the bonus is under a different program, in which case it will be his target bonus 
and will be paid on the same schedule as (i) above, and (iii) continued health coverage for 24 months or until he becomes eligible for health 
coverage from another employer, whichever is earlier.  

        In addition, under the terms of our employment agreements with our other executive officers, under certain circumstances, we could be 
required to provide severance in an amount equal to 12 times his/her monthly base salary plus a lump sum amount equal to 12 times the 
difference between the monthly COBRA coverage premium for the same type of medical and dental coverage the executive is receiving as of the 
date his/her employment ends and his/her then monthly employee contribution, which amount may be used for any purpose.  

14. Commitments and Contingencies  

(a) Lease commitments  

        We lease office space, data processing equipment and software licenses under operating leases that expire on various dates through 2024. 
The lease agreements provide for rent escalations. Lease expense, exclusive of sublease income, for the year ended December 31, 2014 was 
$6.9 million, and $7.6 million for each of the years ended December 31, 2013 and 2012. Lease and sublease income was $42,000, $0.3 million 
and $0.6 million, for the years ended December 31, 2014, 2013 and 2012, respectively.  
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14. Commitments and Contingencies (Continued)  

        Minimum annual lease payments to be made both under capital leases and operating leases, and sublease payments to be received for each 
of the next five years ending December 31 and thereafter are as follows ( in thousands ):  

(b) Litigation  

        From time to time, we may be subject to investigations, legal proceedings and other disputes arising in the ordinary course of our business, 
including but not limited to regulatory audits, billing and contractual disputes and employment-related matters. We record accruals for 
outstanding legal matters when we believe it is probable that a loss will be incurred and the amount can be reasonably estimated. We evaluate, 
on a quarterly basis, developments in legal matters that could affect the amount of any accrual and developments that would make a loss 
contingency both probable and reasonably estimable. If a loss contingency is not both probable and estimable, we do not establish an accrued 
liability. None of our accruals for outstanding legal matters are material in the aggregate to our financial position.  

        Our contractual relationships, including those with federal and state government entities, subject our operations, billing and business 
practices to scrutiny and audit, including by multiple agencies and levels of government, as well as to frequent transitions and changes in the 
personnel responsible for oversight of our contractual performance. From time to time, we may have contractual disputes with our customers 
arising from differing interpretations of contractual provisions that define our rights, obligations, scope of work or terms of payment, and with 
associated claims of liability for inaccurate or improper billing for reimbursement of contract fees, or for sanctions or damages for alleged 
performance deficiencies. Resolution of such disputes may involve litigation or may require that we accept some amount of loss or liability in 
order to avoid customer abrasion, negative marketplace perceptions and other disadvantageous results that could affect our business, financial 
condition, results of operations and cash flows.  

        Kern Health Systems:     In August 2011, in the Superior Court of the State of California, County of Los Angeles, Kern Health Systems 
("KHS" or "Plaintiff") sought to recover in excess of $7.0 million exclusive of interest, attorney fees and costs, against Allied Management 
Group Special Investigation Unit, Inc. ("AMG"), Dennis Demetre, and Lori Lewis (collectively, "Defendants"), jointly and severally, on causes 
of action for breach of contract, professional negligence, intentional misrepresentation, negligent misrepresentation and unfair business practices 
under the California Business and Professions Code. On  
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Capital  
Lease  

Payments   

Operating  
Lease  

Payments   
2015    $ 1,160   $ 11,848   
2016      50     5,698   
2017      4     4,560   
2018      —    4,144   
2019      —    3,524   
Thereafter      —    10,767   

    1,214   $ 40,541   
​ ​ ​ ​ ​ ​ 

Less: Interest      (31 )       
  $ 1,183         

​ ​ ​ ​ ​ ​ 
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June 9, 2014, the jury issued its verdict in favor of all Defendants, and against KHS, on all causes of action except negligent misrepresentation. 
On that cause of action, the jury issued a verdict against all Defendants, jointly and severally, in the sum of $1.38 million. The negligent 
misrepresentation verdict was based on representations to KHS allegedly made by AMG and former owner Dennis Demetre in the spring of 
2008, prior to our acquisition of AMG. We believe that the jury erroneously awarded damages based on an error inasmuch as the jury 
unanimously found that Defendants (through Demetre) made the negligent misrepresentation to KHS while having reasonable grounds for 
believing the representation to be true. Based on the jury's verdict, we believe we are properly characterized as the prevailing party on the breach 
of contract claim. AMG has filed an appeal of the verdict and is seeking to recover its attorney fees and costs in the sum of approximately 
$2.3 million. We have not recorded an obligation on this matter at this time, as we have appealed this decision and believe it is probable that we 
will prevail on the appeal of this matter, although there are risks and uncertainties related to any litigation, including appeals, and neither we nor 
our counsel can assure litigation results. Pending the appeal process, we were required to obtain a surety bond in the amount of 150% of the final 
judgment amount, or approximately $2.2 million, which was collateralized by a cash deposit and is reflected in Other current assets on our 
audited Consolidated Balance Sheet at December 31, 2014.  

        Dennis Demetre and Lori Lewis:     In July 2012, two of AMG's former owners, Dennis Demetre and Lori Lewis filed an action in the 
Supreme Court of the State of New York, claiming an undetermined amount of damages alleging that various actions unlawfully deprived 
Demetre and Lewis of the acquisition earn-out portion of the purchase price of AMG under the applicable Stock Purchase Agreement (the 
"SPA") and that we had breached certain contractual provisions under the SPA. Demetre and Lewis filed a second amended complaint with two 
causes of action for breach of contract. We filed a counter claim for breach of contract arising out of Demetre's and Lewis's failure to indemnify 
us for costs, including attorney fees arising out of our defense of the KHS action described above and for fraud arising out of Demetre's and 
Lewis's misrepresentations concerning capabilities of their software platform. We believe we have a meritorious defense and will continue to 
defend this matter vigorously, although there are risks and uncertainties related to any litigation.  

        Restrictive Covenants and Trade Secret Actions in Texas and New York:     We are the plaintiff in lawsuits filed in August 2014, entitled 
HMS Holdings Corp., et al. v. Public Consulting Group, Inc., James Gambino, and Jason Ramos, in the District Court of Dallas County, Texas, 
Cause No. DC-14-09047 (the "Texas Action"), and HMS Holdings Corp., et al. v. Matthew Arendt, Sean Curtin, and Danielle Lange, in New 
York State Supreme Court, Albany County, Index No. A00754/2014 (the "New York Action"). These suits allege that, in violation of their 
respective contractual, statutory and common law obligations to us, defendant Public Consulting Group, Inc. and defendant former HMS 
employees Gambino, Ramos, Arendt, Curtin, and Lange, unlawfully misappropriated our confidential, proprietary and trade secret information, 
as well as our employee and customer relationships. The lawsuits seek damages and injunctive relief and assert causes of action including breach 
of contract, breach of fiduciary duty and misappropriation of trade secrets. At the Texas Court's direction, an agreed temporary restraining order 
was entered, under which, inter alia, the defendants are prohibited from using our confidential information, and must return any of our 
information. Both the Texas and New York matters are currently in the discovery phase.  

        As of December 31, 2014, we accrued $0.9 million for litigation or other legal proceedings asserted or pending against us that could have, 
in the aggregate, a material adverse effect on our financial condition,  
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14. Commitments and Contingencies (Continued)  

results of operations or cash flows, and believe that adequate provision for any probable and estimable losses has been made in our consolidated 
financial statements. However, the ultimate result of any current or future litigation or other legal proceedings, audits or disputes is inherently 
unpredictable and could result in liabilities that are higher than currently predicted.  

15. Customer Concentration  

(a) Geographic Information  

        We operate within the United States.  

(b) Major Customers  

        Our largest customer in 2014 accounted for 9.5%, 5.6% and 6.4% of our total revenue for the years ended December 31, 2014, 2013 and 
2012, respectively. We provide services to this customer pursuant to a contract that was originally awarded in January 2008 and extends through 
April 2015. The contract was also expanded in 2011 to designate us as the Medicaid RAC.  

        Our second largest customer in 2014 accounted for 5.3%, 4.6% and 5.2% of our total revenue for the years ended December 31, 2014, 2013 
and 2012, respectively. We provide services to this customer pursuant to a contract that expires in January 2016.  

        Our third largest customer in 2014 accounted for 5.0%, 22.3% and 18.2% of our total revenue for the years ended December 31, 2014, 2013 
and 2012, respectively. Our largest contract with this customer is through our wholly owned subsidiary HDI, under which contract HDI has 
served as the Medicare RAC for Region D since October 2008 and which, after multiple contract modifications, now expires in December 2015.  

(c) Concentration of Revenue  

        The list of our ten largest customers changes periodically. For the years ended December 31, 2014, 2013 and 2012, our ten largest 
customers represented 40.1%, 47.2% and 46.9% of our total revenue, respectively. Our three largest customers accounted for 19.8%, 32.5% and 
29.8% of our total revenue for each of the years ended December 31, 2014, 2013 and 2012, respectively. Our agreements with our ten current 
largest customers expire between 2015 and 2018. In many instances, we provide our services pursuant to agreements that may be renewed 
subject to a competitive reprocurement process. Several of our contracts, including those with some of our largest customers, may be terminated 
for convenience.  

16. Subsequent Events  

(a) Employment Agreements  

        On January 20, 2015 (effective as of March 1, 2013), Mr. Lucia's Executive Employment Agreement (the "Agreement") was amended and 
will terminate on February 28, 2018.  

        If Mr. Lucia's employment is terminated by us without Cause or Mr. Lucia resigns for Good Reason (as defined in the Agreement), 
Mr. Lucia will be treated as continuing in service for the purposes of the vesting of any equity award until the earliest of: (i) the end of the 
Noncompetition Period (as defined in Mr. Lucia's Noncompetition, Nonsolicitation, Proprietary and Confidential Information and Developments 
Agreement with us (the "Restrictive Covenants Agreement")), (ii) the last of the applicable  
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16. Subsequent Events (Continued)

vesting dates under such awards, or (iii) the termination or violation of the Restrictive Covenants Agreement. 

       If Mr. Lucia's employment is terminated by us without Cause or Mr. Lucia resigns for Good Reason and a Change in Control (as defined in 
the Agreement) occurs within six months following such termination, then with respect to any equity awards outstanding or deemed to be 
outstanding, or canceled or forfeited as a result of Mr. Lucia's termination or such Change in Control, Mr. Lucia will receive a cash payment 
equal to the excess of the amount he would have received for such equity awards if he were continuing in service as of the date of the Change in 
Control and terminated immediately thereafter over the amount actually received, paid in a single lump sum payment at the time provided in the 
Agreement. To the extent that the payments and benefits provided under the Agreement and benefits provided to Mr. Lucia, or for Mr. Lucia's 
benefit, under any other of our company's plans or agreements would be subject to the excise tax imposed under Section 4999 of the Code, such 
benefits shall be reduced (but not below zero) if and to the extent that a reduction in such benefits would result in Mr. Lucia retaining a larger 
amount, on an after-tax basis (taking into account federal, state and local income taxes and such excise tax), than if Mr. Lucia received all of 
such benefits pursuant to the provisions set forth in the Agreement.  

 Except as described above, all other provisions of the Agreement will remain in full force and effect. 

(b) Stock-Based Compensation 

       On February 20, 2015, the Compensation Committee of the Board of Directors approved March 4, 2015 grants of stock option awards and 
restricted stock units to employees. The stock options and restricted stock units vest over 3 years. We estimate the fair value of these grants to be 
$16.4 million, utilizing the method and assumptions set forth in Note 11—"Stock-Based Compensation."  

       In connection with the preparation of these audited consolidated financial statements, an evaluation of subsequent events was performed 
through the date these audited consolidated financial statements were issued and there are no other events that have occurred that would require 
adjustments or disclosure to our audited consolidated financial statements.  

17. Quarterly Financial Data (unaudited)

       The table below summarizes our unaudited quarterly operating results for the last two fiscal years ( in thousands, except per share 
amounts ).  
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Year ended December 31, 2014 (1) 
First  

Quarter 
Second  
Quarter 

Third  
Quarter 

Fourth  
Quarter 

Revenue  $ 104,707  $ 112,561  $ 113,796  $ 112,161  
Operating income (loss)  $ 7,797   $ 12,558   $ 13,940   $ (91 ) 
Net income (loss) and comprehensive income 

(loss)  $ 3,353   $ 6,038   $ 6,950   $ (2,394 ) 
Net income (loss) per common share—basic  $ 0.04   $ 0.07   $ 0.08   $ (0.03 ) 
Net income (loss) per common share—diluted $ 0.04   $ 0.07   $ 0.08   $ (0.03 ) 
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Year ended December 31, 2013 (1) 
                      

Revenue    $ 116,607   $ 125,809   $ 127,754   $ 121,592   
Operating income    $ 15,268   $ 20,366   $ 21,283   $ 20,261   
Net income and comprehensive income    $ 6,976   $ 10,420   $ 11,508   $ 11,093   
Net income per common share—basic    $ 0.08   $ 0.12   $ 0.13   $ 0.13   
Net income per common share—diluted    $ 0.08   $ 0.12   $ 0.13   $ 0.13   

(1)  The summation of the above quarterly results may not agree to the full year 2014 reported results as amounts have been 
rounded for presentation purposes.  
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SCHEDULE II—VALUATION AND QUALIFYING ACCOUNTS  

For the years ended December 31, 2014 and 2013  

        Allowance for doubtful accounts and estimated liability for appeals as of December 31, 2014 and 2013 are as follows:  

Allowance for doubtful accounts (in thousands):  

Estimated liability for appeals and estimated allowance for appeals (in thousands):  
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Balance, December 31, 2012    $ 830   
Provision      718   
Recoveries      (42 ) 
Charge-offs      (590 ) 
Balance, December 31, 2013    $ 916   
Provision      6,085   
Recoveries      (17 ) 
Charge-offs      (5,086 ) 
Balance, December 31, 2014    $ 1,898   

​ ​ ​ ​ 

Balance, December 31, 2012    $ 34,426   
Provision      41,076   
Appeals found in providers favor      (19,711 ) 

Balance, December 31, 2013    $ 55,791 * 
Provision      16,822   
Appeals found in providers favor      (30,990 ) 

Balance, December 31, 2014    $ 41,623 * 
​ ​ ​ ​ 

*  Includes $4,824 and $13,939 related to estimated allowance for appeals that apply to uncollected accounts 
receivable as of December 31, 2014 and December 31, 2013, respectively.  
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Exhibit  
Number   Description 

  2.1   Agreement and Plan of Merger, dated as of December 16, 2002, among Health 
Management Systems, Inc., HMS Holdings Corp. and HMS Acquisition Corp. 
Incorporated by reference to Exhibit A to HMS Holdings Corp.'s Prospectus and Proxy 
Statement, filed with the SEC on January 24, 2003. 

         
  2.2   Agreement and Plan of Merger dated as of November 7, 2011 by and among HMS 

Holdings Corp., HDI Holdings, Inc., Montmartre Merger Sub, Inc., and with respect to 
Articles II, VIII, IX and X only, Fortis Advisors LLC, as Securityholders' Representative. 
Incorporated by reference to Exhibit 2.1 to HMS Holdings Corp.'s Current Report on 
Form 8-K, File No. 000-50194, filed with the SEC on December 19, 2011. 

         
  2.3   Agreement and Plan of Merger, dated as of July 17, 2013, between the HMS Holdings 

Corp., a Delaware corporation and HMS Holdings Corp., a New York corporation. 
Incorporated by reference to Exhibit 2.1 to HMS Holding Corp.'s Current Report on 
Form 8-K12G, File No. 000-50194, filed with the SEC on July 23, 2013. 

         
  3.1   Amended and Restated Certificate of Incorporation of HMS Holdings Corp. Incorporated 

by reference to Exhibit 3.1 to HMS Holding Corp.'s Current Report on Form 8-K12G, 
File No. 000-50194, filed with the SEC on July 23, 2013. 

         
  3.2   By-laws of HMS Holdings Corp. Incorporated by reference to Exhibit 3.2 to HMS 

Holding Corp.'s Current Report on Form 8-K12G, File No. 000-50194, filed with the 
SEC on July 23, 2013. 

         
  4.1   Specimen Common Stock Certificate. Incorporated by reference to Exhibit 4.1 to HMS 

Holding Corp.'s Current Report on Form 8-K12G, File No. 000-50194, filed with the 
SEC on July 23, 2013. 

         
  4.2   See Exhibits 3.1 and 3.2 for provisions defining the rights of holders of common stock of 

HMS Holdings Corp. 
         
  10.1 † HMS Holdings Corp. 1999 Long-Term Incentive Stock Plan, as amended. Incorporated 

by reference to Exhibit 4 to HMS Holdings Corp.'s Registration Statement on Form S-8, 
File No. 333-108436, filed with the SEC on September 2, 2003. 

         
  10.2 † Form of Incentive Stock Option Agreement under the 1999 Long-Term Incentive Stock 

Plan. Incorporated by reference to Exhibit 10.1 to HMS Holdings Corp.'s Current Report 
on Form 8-K, File No. 000-50194, filed with the SEC on December 14, 2004. 

         
  10.3 † Form of Employee Non-Qualified Stock Option Agreement under the 1999 Long Term 

Incentive Stock Plan. Incorporated by reference to Exhibit 10.2 to HMS Holdings Corp.'s 
Current Report on Form 8-K, File No. 000-50194, filed with the SEC on December 14, 
2004. 

         
  10.4 † Form of Director Non-Qualified Stock Option Agreement under the 1999 Long Term 

Incentive Stock Plan. Incorporated by reference to Exhibit 10.3 to HMS Holdings Corp.'s 
Current Report on Form 8-K, File No. 000-50194, filed with the SEC on December 14, 
2004. 
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  10.5 † HMS Holdings Corp. Fourth Amended and Restated 2006 Stock Plan (the "2006 Stock 
Plan"). Incorporated by reference to Exhibit 3.1 to HMS Holdings Corp.'s Current Report 
on Form 8-K, File No. 000-50194, filed with the SEC on July 12, 2011. 

         
  10.6 † Amendment No. 1 to the 2006 Stock Plan. Incorporated by reference to Exhibit 10.6 to 

HMS Holdings Corp.'s Annual Report on Form 10-K, File No. 000-50194, filed with the 
SEC on February 29, 2012. 

         
  10.7 † Form of Non-Qualified Stock Option Agreement under the 2006 Stock Plan. Incorporated 

by reference to Exhibit 4.6(ii) to HMS Holdings Corp.'s Registration Statement on 
Form S-8, File No. 333-139025, filed with the SEC on November 30, 2006. 

         
  10.8 † Form of 2009 Non-Qualified Stock Option Agreement under the 2006 Stock Plan. 

Incorporated by reference Exhibit 10.1 to HMS Holding Corp.'s Quarterly Report on 
Form 10-Q for the quarter ended September 30, 2009, File No. 000-50194, filed with the 
SEC on November 6, 2009. 

         
  10.9 † Form of 2010 Director Non-Qualified Stock Option Agreement under the 2006 Stock 

Plan. Incorporated by reference to Exhibit 10.2 to HMS Holdings Corp.'s Quarterly 
Report on Form 10-Q, File No. 000-50194, filed with the SEC on November 8, 2010. 

         
  10.10 † Form of 2010 Director Restricted Stock Unit Agreement under the 2006 Stock Plan. 

Incorporated by reference to Exhibit 10.3 to HMS Holdings Corp.'s Quarterly Report on 
Form 10-Q, File No. 000-50194, filed with the SEC on November 8, 2010. 

         
  10.11 † Form 2010 Employee Non-Qualified Stock Option Agreement under the 2006 Stock 

Plan. Incorporated by reference to Exhibit 10.4 to HMS Holdings Corp.'s Quarterly 
Report on Form 10-Q, File No. 000-50194, filed with the SEC on November 8, 2010. 

         
  10.12 † Form of 2011 Director Non-Qualified Stock Option Agreement under the 2006 Stock 

Plan. Incorporated by reference to Exhibit 10.16 to HMS Holdings Corp.'s Annual Report 
on Form 10-K, File No. 000-50194, filed with the SEC on February 29, 2012. 

         
  10.13 † Form of 2011 Director Restricted Stock Unit Agreement under the 2006 Stock Plan. 

Incorporated by reference to Exhibit 10.17 to HMS Holdings Corp.'s Annual Report on 
Form 10-K, File No. 000-50194, filed with the SEC on February 29, 2012. 

         
  10.14 † Form of 2011 Employee Non-Qualified Stock Option Agreement under the 2006 Stock 

Plan. Incorporated by reference to Exhibit 10.18 to HMS Holdings Corp.'s Annual Report 
on Form 10-K, File No. 000-50194, filed with the SEC on February 29, 2012. 

         
  10.15 † Form of 2011 Employee Restricted Stock Unit Agreement under the 2006 Stock Plan. 

Incorporated by reference to Exhibit 10.19 to HMS Holdings Corp.'s Annual Report on 
Form 10-K, File No. 000-50194, filed with the SEC on February 29, 2012. 

         
  10.16 † Form of 2012 Director Non-Qualified Stock Option Agreement under the 2006 Stock 

Plan. Incorporated by reference to Exhibit 10.20 to HMS Holdings Corp.'s Annual Report 
on Form 10-K, File No. 000-50194, filed with the SEC on March 1, 2013. 

         
  10.17 † Form of 2012 Director Restricted Stock Unit Agreement under the 2006 Stock Plan. 

Incorporated by reference to Exhibit 10.21 to HMS Holdings Corp.'s Annual Report on 
Form 10-K, File No. 000-50194, filed with the SEC on March 1, 2013. 

         
  10.18 † Form of 2012 Executive Non-Qualified Stock Option Agreement under the 2006 Stock 

Plan. Incorporated by reference to Exhibit 10.22 to HMS Holdings Corp.'s Annual Report 
on Form 10-K, File No. 000-50194, filed with the SEC on March 1, 2013. 
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  10.19 † Form of 2012 Executive Restricted Stock Unit Agreement under the 2006 Stock Plan. 
Incorporated by reference to Exhibit 10.23 to HMS Holdings Corp.'s Annual Report on 
Form 10-K, File No. 000-50194, filed with the SEC on March 1, 2013. 

         
  10.20 † Form of 2013 Executive Restricted Stock Unit Agreement under the 2006 Stock Plan. 

Incorporated by reference to Exhibit 10.24 to HMS Holdings Corp.'s Annual Report on 
Form 10-K, File No. 000-50194, filed with the SEC on March 1, 2013. 

         
  10.21 † Form of 2013 Director Non-Qualified Stock Option Agreement under the 2006 Stock 

Plan. Incorporated by reference to Exhibit 10.1 to HMS Holding Corp.'s Quarterly Report 
on Form 10-Q for the quarter ended March 31, 2014, File No. 000-50194, filed with the 
SEC on May 12, 2014. 

         
  10.22 † Form of 2013 Director Restricted Stock Unit Agreement under the 2006 Stock Plan. 

Incorporated by reference to Exhibit 10.2 to HMS Holding Corp.'s Quarterly Report on 
Form 10-Q for the quarter ended March 31, 2014, File No. 000-50194, filed with the SEC 
on May 12, 2014. 

         
  10.23 † Form of 2013 Executive Non-Qualified Stock Option Agreement under the 2006 Stock 

Plan. Incorporated by reference to Exhibit 10.3 to HMS Holding Corp.'s Quarterly Report 
on Form 10-Q for the quarter ended March 31, 2014, File No. 000-50194, filed with the 
SEC on May 12, 2014. 

         
  10.24 † Form of March 2014 Executive Restricted Stock Unit Agreement under the 2006 Stock 

Plan. Incorporated by reference to Exhibit 10.4 to HMS Holding Corp.'s Quarterly Report 
on Form 10-Q for the quarter ended March 31, 2014, File No. 000-50194, filed with the 
SEC on May 12, 2014. 

         
  10.25 † Form of November 2014 Executive Restricted Stock Unit Agreement under the 2006 

Stock Plan. Incorporated by reference to Exhibit 10.1 to HMS Holding Corp.'s Quarterly 
Report on Form 10-Q for the quarter ended September 30, 2014, File No. 000-50194, 
filed with the SEC on November 10, 2014. 

         
  10.26 †* Form of 2014 Director Non-Qualified Stock Option Agreement under the 2006 Stock 

Plan. 
         
  10.27 †* Form of 2014 Director Restricted Stock Unit Agreement under the 2006 Stock Plan. 
         
  10.28 †* Form of 2014 Executive Non-Qualified Stock Option Agreement under the 2006 Stock 

Plan. 
         
  10.29 †* Form of 2014 Senior Vice President Restricted Stock Unit Agreement under the 2006 

Stock Plan. 
         
  10.30 †* Form of 2014 Senior Vice President Non-Qualified Stock Option Agreement under the 

2006 Stock Plan. 
         
  10.31 † HealthDataInsights, Inc. Amended 2004 Stock Option/Stock Issuance Plan. Incorporated 

by reference to Exhibit 10.20 to HMS Holdings Corp.'s Annual Report on Form 10-K, 
File No. 000-50194, filed with the SEC on February 29, 2012. 

         
  10.32 † HDI Holdings, Inc. Amended 2011 Stock Option and Stock Issuance Plan (the "HDI 

2011 Stock Plan"). Incorporated by reference to Exhibit 10.21 to HMS Holdings Corp.'s 
Annual Report on Form 10-K, File No. 000-50194, filed with the SEC on February 29, 
2012. 
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  10.33 † Form of 2011 Employee Non-Qualified Stock Option Agreement under the HDI 2011 
Stock Plan. Incorporated by reference to Exhibit 10.22 to HMS Holdings Corp.'s Annual 
Report on Form 10-K, File No. 000-50194, filed with the SEC on February 29, 2012. 

         
  10.34 † Executive Employment Agreement between William C. Lucia and HMS Holdings Corp. 

dated March 1, 2013. Incorporated by reference to Exhibit 10.20 to HMS Holdings 
Corp.'s Annual Report on Form 10-K, File No. 000-50194, filed with the SEC on 
March 1, 2013. 

         
  10. 35 † Letter of Amendment to Executive Employment Agreement between William C. Lucia 

and HMS Holdings Corp. dated April 30, 2013. Incorporated by reference to Exhibit 10.1 
to HMS Holdings Corp.'s Annual Report on Form 10-K/A, File No. 000-50194, filed 
with the SEC on April 30, 2013. 

         
  10.36 † Second Amendment to Executive Employment Agreement between HMS Holdings Corp. 

and William C. Lucia dated January 20, 2015. Incorporated by reference to Exhibit 10.1 
to HMS Holding Corp.'s Current Report on Form 8-K, Filed No. 000-50194, filed with 
the SEC on January 23, 2015. 

         
  10.37 † Letter Agreement between Walter Hosp and HMS Holdings Corp. dated March 6, 2014. 

Incorporated by reference to Exhibit 10.1 to HMS Holding Corp.'s Current Report on 
Form 8-K, File No.000-50194, filed with the SEC on March 12, 2014. 

         
  10 38 † Employment Agreement between Jeffrey S. Sherman and HMS Holdings Corp. dated 

July 28, 2014. Incorporated by reference to Exhibit 10.1 to HMS Holdings Corp.'s 
Current Report on Form 8-K, File No. 000-50194, filed with the SEC on September 8, 
2014. 

         
  10.39 † Employment Agreement between Andrea Benko and HMS Holdings Corp. dated 

December 20, 2011. Incorporated by reference to Exhibit 99.1 to HMS Holding Corp.'s 
Annual Report on Form 10-K for the year ended December 31, 2013, File No. 000-
50194, filed with the SEC on March 3, 2014. 

         
  10.40 † Separation Agreement and General Release of Claims among Andrea Benko, HMS 

Holdings Corp. and HealthDataInsights, Inc. dated November 17, 2014. Incorporated by 
reference to Exhibit 10.1 to HMS Holdings Corp.'s Current Report on Form 8-K, File 
No. 000-50194, filed with the SEC on November 20, 2014. 

         
  10.41 † Employment Agreement between Semone Wagner and HMS Holdings Corp. dated 

January 16, 2013. Incorporated by reference to Exhibit 99.2 to HMS Holding Corp.'s 
Annual Report on Form 10-K for the year ended December 31, 2013, File No. 000-
50194, filed with the SEC on March 3, 2014. 

         
  10. 42 † Form of Indemnification Agreement. Incorporated by reference to Exhibit 10.1 to HMS 

Holdings Corp.'s Current Report on Form 8-K, File No. 000-50194, filed with the SEC on 
August 6, 2014. 

         
  10.43 † HMS Holdings Corp. Director Deferred Compensation Plan. Incorporated by reference to 

Exhibit 10.62 to HMS Holdings Corp.'s Annual Report on Form 10-K for the year ended 
December 31, 2010, File No. 000-50194, filed with the SEC on March 1, 2011. 

         
  10.44 † HMS Holdings Corp. Annual Incentive Plan. Incorporated by reference to Exhibit 99.1 to 

HMS Holdings Corp.'s Current Report on Form 8-K, File No. 000-50194, filed with the 
SEC on July 12, 2011. 
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  10.45   Credit Agreement dated May 3, 2013 among HMS Holdings Corp., the Guarantors Party 
thereto, the Lenders party thereto and Citibank, N.A. as Administrative Agent. 
Incorporated by reference to Exhibit 10.1 to HMS Holdings Corp.'s Current Report on 
Form 8-K, File No. 000-50194, filed with the SEC on May 6, 2013. 

         
  10.46   HealthDataSights, Inc. Lease between New Russell One LLC and HMS Business 

Services, Inc. dated February 27, 2014. Incorporated by reference to Exhibit 10.5 to HMS 
Holdings Corp.'s Quarterly Report on Form 10-Q for the quarter ended March 31, 2014, 
File No. 000-50194, filed with the SEC on May 12, 2014. 

         
  14.1 * HMS Holdings Corp. Amended Code of Conduct. 
         
  21.1 * HMS Holdings Corp. List of Subsidiaries 
         
  23.1 * Consent of Independent Registered Public Accounting Firm 
         
  31.1 * Rule 13a-14(a)/15d-14(a) Certification of the Principal Executive Officer of HMS 

Holdings Corp., as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 
         
  31.2 * Rule 13a-14(a)/15d-14(a) Certification of the Principal Financial Officer of HMS 

Holdings Corp., as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 
         
  31.3 * Rule 13a-14(a)/15d-14(a) Certification of the Principal Accounting Officer of HMS 

Holdings Corp., as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 
         
  32.1 ‡ Section 1350 Certification of the Principal Executive Officer of HMS Holdings Corp., as 

adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 
         
  32.2 ‡ Section 1350 Certification of the Principal Financial Officer of HMS Holdings Corp., as 

adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 
         
  32.3 ‡ Section 1350 Certification of the Principal Accounting Officer of HMS Holdings Corp., 

as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 
         
  101.INS * XBRL Instance Document 
         
  101.SCH * XBRL Taxonomy Extension Schema Document 
         
  101.CAL * XBRL Taxonomy Extension Calculation Linkbase Document 
         
  101.DEF * XBRL Taxonomy Extension Definition Linkbase Document 
         
  101.LAB * XBRL Taxonomy Extension Label Linkbase Document 
         
  101.PRE * XBRL Taxonomy Extension Presentation Linkbase Document 

†  Indicates a management contract or compensatory plan, contract or arrangement  
 

*  Filed herewith  
 

‡  Furnished herewith  





 
Exhibit 10.26 

   
2014 BOARD OF DIRECTOR NQSO AGREEMENT 

  
Congratulations, you have been awarded a stock option grant in recognition of your contributions to the success of HMS Holdings Corp. (the “ 
Company ”) and its Affiliates.  A stock option grant gives you the right to purchase a specific number of shares of the Company’s common stock 
at a fixed price, assuming that you satisfy conditions of the Company’s Fourth Amended and Restated 2006 Stock Plan (the “ Plan ”) and the 
implementing agreement.  We would like you to have an opportunity to share in the continued success of the Company through this stock option 
grant under the Plan.  The following represents a brief description of your grant.  Additional details regarding your award are provided in the 
attached Nonqualified Stock Option Agreement (the “ Grant Agreement ”) and in the Plan.  
   
Stock Option Grant Summary:  
   

   
You have been granted a nonqualified stock option to purchase Shares of the Company’s common stock.  The total number of Shares under your 
grant is in the chart above under “Option Shares” and the price per share is under “Exercise Price per Share.”  
   
The potential value of your stock option grant increases if the price of the Company’s stock increases, but you also have to continue to provide 
services to the Company (except as the Grant Agreement provides) to actually receive such value.  Of course, the value of the stock may go up 
and down over time.  
   
You can’t exercise the stock option (actually purchase the shares) until it becomes exercisable.  Your stock option becomes exercisable as 
provided in the chart above under Exercisability, assuming you remain an employee of or member of the Board of Directors of the Company and 
subject to the terms in the Grant Agreement.  
   
Whether or not you decide to exercise your stock option and purchase the stock is your decision, and, you have until the stock option expires 
(which will be no later than the seventh anniversary of the Date of Grant, but can end earlier in various situations) to make that decision.  
   
Once you have purchased the Shares, you will own them and may decide whether to hold the stock, sell the stock or give the stock to someone as 
a gift.  
   
You can access the Merrill Lynch portal updates and information: https://www.benefits.ml.com.  Please email IR@hms.com with any questions.  
   

 

Date of Grant  
   November 12, 2014  

Option Shares  
   

                  

Exercise Price per Share  
   $                

Exercisability  

   

One-quarter of the Option Shares on December 31 of the year in which the 
Grant is made and an additional one-quarter on the last day of each of the 
first three quarters of the following calendar year. Each of those dates is an 
“ Exercisability Date .”   

Term Expiration Date  
                   ,           



   
HMS HOLDINGS CORP.  

NONQUALIFIED STOCK OPTION GRANT AGREEMENT FOR BOARD  OF DIRECTORS  
   

HMS Holdings Corp. (the “ Company ”) has granted you an option (the “ Option ”) under the HMS Holdings Corp. Fourth Amended 
and Restated 2006 Stock Plan (as it may be amended from time to time) (the “ Plan ”).  The Option lets you purchase a specified number (the “ 
Option Shares ”) of Shares of the Company’s common stock, at a specified price per Share (the “ Exercise Price ”).  
   

The individualized communication you received (the “ Cover Letter ”) provides the details for your Option.  It specifies the number of 
Option Shares, the Exercise Price, the Date of Grant, the schedule for exercisability, and the latest date the Option will expire (the “ Term 
Expiration Date ”).  
   

The Option is subject in all respects to the applicable provisions of the Plan.  This Grant Agreement does not cover all of the rules that 
apply to the Option under the Plan; please refer to the Plan document.  Capitalized terms are defined either further below in this grant agreement 
(the “ Grant Agreement ”) or in the Plan.  
   
The Plan document is available on the Merrill Lynch website.  The Prospectus for the Plan, the Company’s S-8, Annual Report on Form 10-K, 
and other filings the Company makes with the Securities and Exchange Commission are available for your review under the Investor Relations 
tab on the Company’s web site.  You may also obtain paper copies of these documents upon request to the Company’s Investor Relations 
department (IR@HMS.com).  
   
Neither the Company nor anyone else is making any representations or promises regarding the duration of your service, exercisability of the 
Option, the value of the Company’s stock or of this Option, or the Company’s prospects.  The Company is not providing any advice regarding 
tax consequences to you or regarding your decisions regarding the Option; you agree to rely only upon your own personal advisors.  
   
NO ONE MAY SELL, TRANSFER, OR DISTRIBUTE THE OPTION  OR THE SECURITIES THAT MAY BE PURCHASED UPON 
EXERCISING THE OPTION WITHOUT AN EFFECTIVE REGISTRA TION STATEMENT RELATING THERETO OR AN 
OPINION OF COUNSEL SATISFACTORY TO HMS HOLDINGS COR P. OR OTHER INFORMATION AND 
REPRESENTATIONS SATISFACTORY TO IT THAT SUCH REGIST RATION IS NOT REQUIRED.  
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In addition to the Plan’s terms and restrictions, the following terms and restrictions apply:  
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Option  
Exercisability  

   

While your Option remains in effect under the Option Expiration section, you may exercise any exercisable 
portions of the Option (and buy the Option Shares) under the timing rules of this section, provided that you may not 
exercise the Option for fewer than 100 full shares at any particular time unless fewer than 100 remain unexercised.  

         
   

   

The Option will become exercisable on the schedule provided in the Cover Letter to this Grant Agreement assuming 
that through each Exercisability Date, (i) if you received the Option in your capacity as an employee of the Company, 
you remain an employee or (ii) if you received the Option in your capacity as a member of the Company’s Board, 
you remain a member of the Company’s Board. Any fractional shares will be carried forward to the following 
Exercisability Date, unless the Committee selects a different treatment. For purposes of this Grant Agreement, 
employment with the Company will include employment with any Affiliate whose employees are then eligible to 
receive Awards under the Plan. Unless the Committee determines otherwise, if an entity employing you ceases to be 
an Affiliate, your employment with the Company will be treated as ended even though you continue to be employed 
by that entity.  

         
   

   

Exercisability will accelerate fully on your disability or death.  For this purpose, “ disability ” means permanent and 
total disability as defined by Section 22(e)(3) of the Code.  Exercisability will continue and increase (until fully 
exercisable) over the two years following your date of Retirement.  “ Retirement ” for this purpose means cessation 
of service on or after attaining age 60 and completing five years of service with the Company.  

         
Change in  
Control  

   

If a Change in Control occurs, your Option will be treated as provided in Section 11 of the Plan if, within 24 months 
following the Change in Control, your employment or service ends on a termination without cause (as determined by 
the Committee or the Board), provided also that the Option will remain outstanding for 12 months following such 
termination but not beyond the Term Expiration Date.  

         
Option Expiration  

   

The Option will expire no later than the close of business on the Term Expiration Date. Unexercisable portions of the 
Option expire immediately when you cease to be employed (unless you are concurrently remaining or becoming a 
member of the Board, or, for a Board member, concurrently remaining or becoming an employee of the Company). If 
the Company terminates your employment or service for cause or if you violate any then applicable restrictive 
covenant agreement (such as agreements pertaining to confidentiality, intellectual property, nonsolicitation, and/or 
noncompetition), the Option will immediately expire without regard to whether it is then exercisable.  

         
   

   
Exercisable portions of the Option remain exercisable until the first to occur of the following (the “ Final Exercise 
Date ” ), each as defined further in the Plan or the Grant Agreement:  

         
   

   

•      Three months (measured to the corresponding date in the month) after your employment (or directorship) ends if 
you resign or if the Company terminates your employment or service without cause (as determined under the 
Plan), except as provided above under Change in Control  
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   •      For death or Disability, the first anniversary of the date employment or service ends  

         
   

   •       For Retirement, the end of the second year following your date of Retirement  
         
   

   •       The Term Expiration Date  
   

   The Committee can override the expiration provisions of this Grant Agreement.  

Method of  
Exercise and  
Payment for  
Shares  

   

Subject to this Grant Agreement and the Plan, you may exercise the Option only by providing a written notice (or 
notice through another previously approved method, which could include a web-based or voice- or e-mail system) to 
the Secretary of the Company or to whomever the Committee designates, received on or before the date the Option 
expires. Each such notice must satisfy whatever then-current procedures apply to that Option and must contain such 
representations (statements from you about your situation) as the Company requires. You must, at the same time, pay 
the Exercise Price using one or more of the following methods:  

Cash/Check  
   cash or check in the amount of the Exercise Price payable to the order of the Company;  

         
Cashless  
Exercise  

   

an approved cashless exercise method, including directing the Company to send the stock certificates (or 
other acceptable evidence of ownership) to be issued under the Option to a licensed broker acceptable to 
the Company as your agent in exchange for the broker’s tendering to the Company cash (or acceptable 
cash equivalents) equal to the Exercise Price and, if you so elect, any required tax withholdings;  

         
Net Exercise  

   

by delivery of a notice of “net exercise” to or as directed by the Company, as a result of which you will 
receive (i) the number of shares underlying the portion of the Option being exercised less (ii) such number 
of shares as is equal to (A) the aggregate Exercise Price for the portion of the Option being exercised 
divided by (B) the Fair Market Value on the date of exercise;  

         
Stock  

   

if permitted by the Committee, by delivery of Shares owned by you, valued at their Fair Market Value, 
provided (i) applicable law then permits such method of payment, (ii) you owned such Shares, if acquired 
directly from the Company, for such minimum period of time, if any, as the Committee may establish in its 
discretion, and (iii) the Shares are not subject to any repurchase, forfeiture, unfulfilled vesting, or other 
similar restrictions; or  

         
   

   any combination of the above permitted forms for payment.  

Withholding  

   

Issuing the Option Shares is contingent on satisfaction of all obligations with respect to required tax or other required 
withholdings (for example, in the U.S., Federal, state, and local taxes). The Company may take any action permitted 
under Section 14(c) of the Plan to satisfy such obligation, including satisfying the tax obligations by (i) reducing the 
number of Option Shares to be issued to you in connection with any exercise of the Option by that number of Option 
Shares (valued at their Fair Market Value on the date of exercise) that would equal all taxes required to be withheld 
(at their minimum withholding levels), (ii) accepting payment of the withholdings from a broker in connection with a 
Cashless  
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Exercise of the Option or directly from you, or (iii) taking any other action under Section 14(c) of the Plan.  If a 
fractional share remains after deduction for required withholding, the Company will pay you the value of the fraction 
in cash.  

         
Compliance  
with Law  

   

You may not exercise the Option if the Company’s issuing stock upon such exercise would violate any applicable 
Federal or state securities laws or other laws or regulations. You may not sell or otherwise dispose of the Option 
Shares in violation of applicable law. As part of this prohibition, you may not use the Cashless Exercise methods if 
the Company’s insider trading policy then prohibits you from selling to the market.  

         
Additional  
Conditions  
to Exercise  

   

The Company may postpone issuing and delivering any Option Shares for so long as the Company determines to be 
advisable to satisfy the following:  

         
   

   
its completing or amending any securities registration or qualification of the Option Shares or its or your 
satisfying any exemption from registration under any Federal or state law, rule, or regulation;  

         
   

   
its receiving proof it considers satisfactory that a person seeking to exercise the Option after your death is 
entitled to do so;  

         
   

   your complying with any requests for representations under the Plan; and  
         
   

   your complying with any Federal, state, or local tax withholding obligations.  
         
Additional  
Representations  
from You  

   

If you exercise the Option at a time when the Company does not have a current registration statement (generally on 
Form S-8) under the Securities Act of 1933 (the “ Act ”) that covers issuances of shares to you, you must comply 
with the following before the Company will issue the Option Shares to you. You must —  

         
   

   
represent to the Company, in a manner satisfactory to the Company’s counsel, that you are acquiring the 
Option Shares for your own account and not with a view to reselling or distributing the Option Shares; and  

         
   

   agree that you will not sell, transfer, or otherwise dispose of the Option Shares unless:  
         
   

   
a registration statement under the Act is effective at the time of disposition with respect to the 
Option Shares you propose to sell, transfer, or otherwise dispose of; or  

         
   

   

the Company has received an opinion of counsel or other information and representations it 
considers satisfactory to the effect that, because of Rule 144 under the Act or otherwise, no 
registration under the Act is required.  
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No Effect on 
Employment 
or Other 
Relationship 

Nothing in this Grant Agreement restricts the Company’s rights or those of any of its Affiliates to terminate your 
employment or other relationship at any time and for any or no reason. The termination of employment or other 
relationship, whether by the Company or any of its Affiliates or otherwise, and regardless of the reason for such 
termination, has the consequences provided for under the Plan and any applicable employment or severance 
agreement or plan.  

Not a Shareholder You understand and agree that the Company will not consider you a shareholder for any purpose with respect to any 
of the Option Shares until you have exercised the Option, paid for the shares, and received evidence of ownership.  

No Effect on  
Running Business 

You understand and agree that the existence of the Option will not affect in any way the right or power of the 
Company or its shareholders to make or authorize any adjustments, recapitalizations, reorganizations, or other 
changes in the Company’s capital structure or its business, or any merger or consolidation of the Company, or any 
issuance of bonds, debentures, preferred or other stock, with preference ahead of or convertible into, or otherwise 
affecting the Company’s common stock or the rights thereof, or the dissolution or liquidation of the Company, or any 
sale or transfer of all or any part of its assets or business, or any other corporate act or proceeding, whether or not of a 
similar character to those described above.  

Governing Law The laws of the State of New York will govern all matters relating to the Option, without regard to the principles of 
conflict of laws.  

Notices Any notice you give to the Company must follow the procedures then in effect. If no other procedures apply, you 
must send your notice in writing by hand or by mail to the office of the Company’s Secretary (or to the Chair of the 
Committee if you are then serving as the sole Secretary). If mailed, you should address it to the Company’s Secretary 
(or the Chair of the Committee) at the Company’s then corporate headquarters, unless the Company directs optionees 
to send notices to another corporate department or to a third party administrator or specifies another method of 
transmitting notice. The Company and the Committee will address any notices to you using its standard electronic 
communications methods or at your office or home address as reflected on the Company’s personnel or other 
business records. You and the Company may change the address for notice by like notice to the other, and the 
Company can also change the address for notice by general announcements to optionees.  

Amendment Subject to any required action by the Committee or the shareholders of the Company, the Company may cancel the 
Option and provide a new Award in its place, provided that the Award so replaced will satisfy all of the requirements 
of the Plan as of the date such new Award is made and no such action will adversely affect the Option to the extent 
then exercisable.  

Plan Governs Wherever a conflict may arise between the terms of this Grant Agreement and the terms of the Plan, the terms of the 
Plan will control. The Committee may adjust the number of Option Shares and the Exercise Price and other terms of 
the Option from time to time as the Plan provides.  



 
Exhibit 10.27 

   
2014 BOARD OF DIRECTOR RSU AGREEMENT 

  
Congratulations, you have been awarded restricted stock units (“ RSUs ”) in recognition of your contributions to the success of HMS Holdings 
Corp. (the “ Company ”) and its Affiliates.  A restricted stock unit entitles you to receive a share of the Company’s common stock at a future 
date, assuming that you satisfy conditions of the Company’s Fourth Amended and Restated 2006 Stock Plan (the “ Plan ”) and the implementing 
agreement.  We would like you to have an opportunity to share in the continued success of the Company through these RSUs under the Plan.  
The following represents a brief description of your grant.  Additional details regarding your award are provided in the attached Restricted Stock 
Unit Agreement (the “ Grant Agreement ”) and in the Plan.  
   
Restricted Stock Unit Grant Summary:  
   

   
•                   You have been granted RSUs for Shares of the Company’s common stock for the total number of Shares specified under “RSU Shares” in 

the chart above.  
   
•                   The potential value of your RSUs increases if the price of the Company’s stock increases, but you also have to continue to provide services 

to the Company (except as the Grant Agreement provides) to actually receive such value.  Of course, the value of the stock may go up and 
down over time.  

   
•                   You will not receive the Shares represented by the RSUs unless and until the RSUs vest.  Your RSUs vest as provided in the chart above 

under “Vesting,” assuming you remain a member of the Board of Directors of the Company and subject to the terms in the Grant 
Agreement.  

   
•                   Once you have received the Shares, you will own them and may decide whether to hold the stock, sell the stock or give the stock to 

someone as a gift.  
   
You can access the Merrill Lynch portal updates and information: https://www.benefits.ml.com.  Please email IR@hms.com with any questions.  
   

 

Date of Grant  
   November 12, 2014  

RSU Shares  
   

               

Vesting Schedule  

   

One-quarter of the RSU Shares on December 31 of the year in which the Grant is made 
and an additional one-quarter on the last day of each of the first three quarters of the 
following calendar year.  
   
Each of those dates is a “ Vesting Date .”   



HMS HOLDINGS CORP.  
RESTRICTED STOCK UNIT GRANT AGREEMENT FOR BOARD OF DIRECTORS 

HMS Holdings Corp. (the “ Company ”) has granted you restricted stock units (the “ RSUs ”) under the HMS Holdings Corp. Fourth 
Amended and Restated 2006 Stock Plan (as it may be amended from time to time) (the “ Plan ”).  Each RSU lets you receive a Share (an “ RSU 
Share ”) of the Company’s common stock, upon satisfaction of the conditions to receipt.  

The individualized communication you received (the “ Cover Letter ”) provides the details for your RSUs.  It specifies the number of 
RSU Shares, the Date of Grant, and the schedule for vesting, with the related vesting dates (“ Vesting Dates ”).  

The RSUs are subject in all respects to the applicable provisions of the Plan.  This Grant Agreement does not cover all of the rules that 
apply to the RSUs under the Plan; please refer to the Plan document.  Capitalized terms are defined either further below in this grant agreement 
(the “ Grant Agreement ”) or in the Plan.  

The Plan document is available on the Merrill Lynch website.  The Prospectus for the Plan, the Company’s S-8, Annual Report on Form 10-K, 
and other filings the Company makes with the Securities and Exchange Commission are available for your review under the Investor Relations 
tab on the Company’s web site.  You may also obtain paper copies of these documents upon request to the Company’s Investor Relations 
department (IR@HMS.com).  

Neither the Company nor anyone else is making any representations or promises regarding the duration of your service, vesting of the RSUs, the 
value of the Company’s stock or of these RSUs, or the Company’s prospects.  The Company is not providing any advice regarding tax 
consequences to you or regarding your decisions regarding the RSUs; you agree to rely only upon your own personal advisors.  

NO ONE MAY SELL, TRANSFER, OR DISTRIBUTE THE RSUS OR THE SECURITIES THAT MAY BE RECEIVED UNDER 
THEM WITHOUT AN EFFECTIVE REGISTRATION STATEMENT RELATING THERETO OR AN OPINION OF COUNSEL 
SATISFACTORY TO HMS HOLDINGS CORP. OR OTHER INFORMATION AND REPRESENTATIONS SATISFACTORY TO IT 
THAT SUCH REGISTRATION IS NOT REQUIRED.  

2 



   
In addition to the Plan’s terms and restrictions, the following terms and restrictions apply:  
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Vesting  
Schedule  

   

Your RSUs become nonforfeitable (“ Vested ”) as provided in the Cover Letter to this Grant Agreement, assuming 
that through each Vesting Date, (i) if you received the RSUs in your capacity as an employee of the Company, you 
continue in service as an employee or (ii) if you received the RSUs in your capacity as a member of the Company’s 
Board, you continue in service as a member of the Company’s Board. Any fractional shares will be carried forward 
to the following Vesting Date, unless the Committee selects a different treatment. For purposes of this Grant 
Agreement, employment with the Company will include employment with any Affiliate whose employees are then 
eligible to receive Awards under the Plan. Unless the Committee determines otherwise, if an entity employing you 
ceases to be an Affiliate, your employment with the Company will be treated as ended even though you continue to 
be employed by that entity.  

         
   

   
Vesting will accelerate fully on your disability or death. For this purpose, “ disability ” means permanent and total 
disability as defined by Section 22(e)(3) of the Code.  

         
   

   

If your employment or service ends as a result of Retirement, you will be treated as continuing in service for vesting 
purposes until the earlier to occur of (x) the second anniversary of your Retirement and (y) the last of the applicable 
Vesting Dates. “ Retirement ” for this purpose means cessation of employment or service on or after attaining age 60 
and completing five years of service with the Company.  

         
Change in  
Control  

   

If a Change in Control occurs, your RSUs will be treated as provided in Section 11 of the Plan if, within 24 months 
following the Change in Control, your employment or service ends on (i) a termination without cause (as determined 
by the Committee or the Board) or (ii) Retirement.  

         
Termination for  
Cause  

   

If the Company terminates your employment or service for cause or if you violate any then applicable restrictive 
covenant agreement (such as agreements pertaining to confidentiality, intellectual property, nonsolicitation, and/or 
noncompetition), the RSUs will immediately terminate without regard to whether they are then Vested in whole or in 
part.  

         
Distribution Date  

   

Subject to any overriding provisions in the Plan, you will receive a distribution of the Shares equivalent to your 
Vested RSU Shares as soon as practicable following the date(s) on which you become Vested (with the actual date 
being the “ Distribution Date ”) and, in any event, no later than 30 days following an applicable Vesting Date, unless 
the Committee determines that you may make a timely deferral election to defer distribution to a later date and you 
have made such an election (in which case the deferred date will be the “  Distribution Date ” ).  

         
   

   
Vesting that accelerates after a Change in Control will only accelerate the Distribution Date if and to the extent 
permitted under Section 409A of the Code.  

         
Restrictions  
and  
Forfeiture  

   

You may not sell, assign, pledge, encumber, or otherwise transfer any interest (“ Transfer ”) in the RSU Shares until 
the RSU Shares are distributed to you. Any attempted Transfer that precedes the Distribution Date is invalid.  
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Unless the Committee determines otherwise or the Grant Agreement provides otherwise, if your employment or 
service with the Company terminates for any reason before your RSUs are Vested, then you will forfeit the unvested 
RSUs (and the Shares to which they relate) to the extent that the RSUs do not otherwise vest as a result of the 
termination, pursuant to the rules in the Vesting Schedule section. The forfeited RSUs will then immediately revert 
to the Company. You will receive no payment for the RSUs if you forfeit them.  

Taxes and 
Withholding 

The RSUs provide tax deferral, meaning that the RSU Shares are not taxable until you actually receive the RSU 
Shares on or around the Distribution Date. You will then owe taxes at ordinary income tax rates as of the Distribution 
Date at the Shares’ value. If you are an employee of the Company, you may owe FICA and HI (Social Security and 
Medicare) taxes before the Distribution Date.  

Issuing the Shares under the RSUs is contingent on satisfaction of all obligations with respect to required tax or other 
required withholdings (for example, in the U.S., Federal, state, and local taxes). The Company may take any action 
permitted under Section 14(c) of the Plan to satisfy such obligation, including satisfying the tax obligations by 
(i) reducing the number of RSU Shares to be issued to you by that number of RSU Shares (valued at their Fair 
Market Value on the date of distribution) that would equal all taxes required to be withheld (at their minimum 
withholding levels), (ii) accepting payment of the withholdings from a broker in connection with a sale of the RSU 
Shares or directly from you, or (iii) taking any other action under Section 14(c) of the Plan. If a fractional share 
remains after deduction for required withholding, the Company will pay you the value of the fraction in cash.  

Compliance 
with Law 

The Company will not issue the RSU Shares if doing so would violate any applicable Federal or state securities laws 
or other laws or regulations. You may not sell or otherwise dispose of the RSU Shares in violation of applicable law. 

Additional 
Conditions 
to Receipt 

The Company may postpone issuing and delivering any RSU Shares for so long as the Company determines to be 
advisable to satisfy the following:  

its completing or amending any securities registration or qualification of the RSU Shares or its or your 
satisfying any exemption from registration under any Federal or state law, rule, or regulation;  

its receiving proof it considers satisfactory that a person seeking to receive the RSU Shares after your death 
is entitled to do so;  

your complying with any requests for representations under the Plan; and 

your complying with any Federal, state, or local tax withholding obligations. 

Additional  
Representations 
from You  

If the vesting provisions of the RSUs are satisfied and you are entitled to receive RSU Shares at a time when the 
Company does not have a current registration statement (generally on Form S-8) under the Securities Act of 1933 
(the “ Act ”) that covers issuances of shares to you, you must comply with the following before the Company will 
issue the RSU Shares to you. You must —  
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represent to the Company, in a manner satisfactory to the Company’s counsel, that you are acquiring the 
RSU Shares for your own account and not with a view to reselling or distributing the RSU Shares; and  

         
   

   agree that you will not sell, transfer, or otherwise dispose of the RSU Shares unless:  
         
   

   
a registration statement under the Act is effective at the time of disposition with respect to the RSU 
Shares you propose to sell, transfer, or otherwise dispose of; or  

         
   

   

the Company has received an opinion of counsel or other information and representations it 
considers satisfactory to the effect that, because of Rule 144 under the Act or otherwise, no 
registration under the Act is required.  

         
No Effect on  
Employment  
or Other  
Relationship  

   

Nothing in this Grant Agreement restricts the Company’s rights or those of any of its Affiliates to terminate your 
employment or other relationship at any time and for any or no reason. The termination of employment or other 
relationship, whether by the Company or any of its Affiliates or otherwise, and regardless of the reason for such 
termination, has the consequences provided for under the Plan and any applicable employment or severance 
agreement or plan.  

         
Limited Status  

   

You understand and agree that the Company will not consider you a shareholder for any purpose with respect to the 
RSU Shares, unless and until the RSU Shares have been issued to you on the Distribution Date. You will not receive 
dividends with respect to the RSUs, but the Company will credit additional whole or fractional RSUs to this Grant 
equal to the result of dividing (i) the product of the total number of RSUs credited to you under this Grant on the 
record date for such dividend (and not yet distributed in Shares) and the per share amount of such dividend by (ii) the 
Fair Market Value of one Share on the date such dividend is paid by the Company to shareholders. The additional 
RSUs will be or become Vested to the same extent as the RSUs that resulted in the crediting of such additional Units 
and may be paid out in cash or Shares under the timing rules provided in Section 8(e) of the Plan.  

         
Voting  

   You may not vote the RSUs. You may not vote the RSU Shares unless and until the Shares are distributed to you.  
         
No Effect on  
Running Business  

   

You understand and agree that the existence of the RSUs will not affect in any way the right or power of the 
Company or its shareholders to make or authorize any adjustments, recapitalizations, reorganizations, or other 
changes in the Company’s capital structure or its business, or any merger or consolidation of the Company, or any 
issuance of bonds, debentures, preferred or other stock, with preference ahead of or convertible into, or otherwise 
affecting the Company’s common stock or the rights thereof, or the dissolution or liquidation of the Company, or any 
sale or transfer of all or any part of its assets or business, or any other corporate act or proceeding, whether or not of a 
similar character to those described above.  

         
Section 409A  

   

The RSUs are intended to comply with the requirements of Section 409A and must be construed consistently with 
that section. Notwithstanding anything in the Plan or this Grant Agreement to the contrary, if the RSUs Vest in 
connection with  
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your “separation from service” within the meaning of Section 409A, as determined by the Company), and if (x) you 
are then a “specified employee” within the meaning of Section 409A at the time of such separation from service (as 
determined by the Company, by which determination you agree you are bound) and (y) the distribution of RSU 
Shares under such RSUs will result in the imposition of additional tax under Section 409A if distributed to you 
within the six month period following your separation from service, then the distribution under such accelerated 
RSUs will not be made until the earlier of (i) the date six months and one day following the date of your separation 
from service or (ii) the 10  day after your date of death.  Neither the Company nor you shall have the right to 
accelerate or defer the delivery of any such RSU Shares or benefits except to the extent specifically permitted or 
required by Section 409A.  In no event may the Company or you defer the delivery of the RSU Shares beyond the 
date specified in the Distribution Date section, unless such deferral complies in all respects with Treasury 
Regulation Section 1.409A-2(b) related to subsequent changes in the time or form of payment of nonqualified 
deferred compensation arrangements, or any successor regulation.  In any event, the Company makes no 
representations or warranty and shall have no liability to you or any other person, if any provisions of or 
distributions under this Grant Agreement are determined to constitute deferred compensation subject to 
Section 409A but not to satisfy the conditions of that section.  

         
Unsecured  
Creditor  

   

The RSUs create a contractual obligation on the part of the Company to make a distribution of the RSU Shares at the 
time provided for in this Grant Agreement. Neither you nor any other party claiming an interest in deferred 
compensation hereunder shall have any interest whatsoever in any specific assets of the Company. Your right to 
receive distributions hereunder is that of an unsecured general creditor of Company.  

         
Governing Law  

   
The laws of the State of New York will govern all matters relating to the RSUs, without regard to the principles of 
conflict of laws.  

         
Notices  

   

Any notice you give to the Company must follow the procedures then in effect. If no other procedures apply, you 
must send your notice in writing by hand or by mail to the office of the Company’s Secretary (or to the Chair of the 
Committee if you are then serving as the sole Secretary). If mailed, you should address it to the Company’s Secretary 
(or the Chair of the Committee) at the Company’s then corporate headquarters, unless the Company directs Plan 
participants to send notices to another corporate department or to a third party administrator or specifies another 
method of transmitting notice. The Company and the Committee will address any notices to you using its standard 
electronic communications methods or at your office or home address as reflected on the Company’s personnel or 
other business records. You and the Company may change the address for notice by like notice to the other, and the 
Company can also change the address for notice by general announcements to Plan participants.  

         
Amendment  

   

Subject to any required action by the Committee or the shareholders of the Company, the Company may cancel the 
RSUs and provide a new Award in its place, provided that the Award so replaced will satisfy all of the requirements 
of the Plan as of the date such new Award is made and no such action will adversely affect the RSUs to the extent 
then Vested.  

th 
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Plan Governs  

   

Wherever a conflict may arise between the terms of this Grant Agreement and the terms of the Plan, the terms of the 
Plan will control.  The Committee may adjust the number of RSU Shares and other terms of the RSUs from time to 
time as the Plan provides.  



 
Exhibit 10.28 

  
2014 EXECUTIVE NQSO AGREEMENT 

  
<Participant Full Name>  
   
Dear <Participant First Name>  
   
Congratulations, you have been awarded a stock option grant in recognition of your contributions to the success of HMS Holdings Corp. (the “ 
Company ”) and its Affiliates.  A stock option grant gives you the right to purchase a specific number of shares of the Company’s common stock 
at a fixed price, assuming that you satisfy conditions of the Company’s Fourth Amended and Restated 2006 Stock Plan (the “ Plan ”) and the 
implementing agreement.  We would like you to have an opportunity to share in the continued success of the Company through this stock option 
grant under the Plan.  The following represents a brief description of your grant.  Additional details regarding your award are provided in the 
attached Nonqualified Stock Option Agreement (the “ Grant Agreement ”) and in the Plan.  
   
Stock Option Grant Summary:  
   

   
•                   You have been granted a nonqualified stock option to purchase Shares of the Company’s common stock.  The total number of Shares under 

your grant is in the chart above under “Option Shares” and the price per share is under “Exercise Price per Share.”  
   
•                   The potential value of your stock option grant increases if the price of the Company’s stock increases, but you also have to continue to 

provide services to the Company (except as the Grant Agreement provides) to actually receive such value.  Of course, the value of the stock 
may go up and down over time.  

   
•                   You can’t exercise the stock option (actually purchase the shares) until it becomes exercisable.  Your stock option becomes exercisable as 

provided in the chart above under Exercisability, assuming you remain an employee of or member of the Board of Directors of the Company 
and subject to the terms in the Grant Agreement.  

   
•                   Whether or not you decide to exercise your stock option and purchase the stock is your decision, and, you have until the stock option 

expires (which will be no later than the seventh anniversary of the Date of Grant but can end earlier in various situations) to make that 
decision.  

   
•                   Once you have purchased the Shares, you will own them and may decide whether to hold the stock, sell the stock or give the stock to 

someone as a gift.  
   
You can access the Merrill Lynch portal updates and information: https://www29.benefits.ml.com/login/login.aspx.  Please email IR@hms.com 
with any questions.  
   

 

Date of Grant  
   November 12, 2014  

Option Shares  
   <Number of Shares Granted>  

Exercise Price per Share  
   $              

Exercisability  

   

One-sixth of the Option Shares on each of the first, second and third anniversaries of the 
Date of Grant, with the remainder becoming exercisable as provided in Exhibit A to the 
Grant Agreement. Each of those dates is an “ Exercisability Date .”   

Term Expiration Date  
                 ,            



   
HMS HOLDINGS CORP.  

NONQUALIFIED STOCK OPTION GRANT AGREEMENT FOR EXECU TIVES  
   

HMS Holdings Corp. (the “ Company ”) has granted you an option (the “ Option ”) under the HMS Holdings Corp. Fourth Amended 
and Restated 2006 Stock Plan (as it may be amended from time to time) (the “ Plan ”).  The Option lets you purchase a specified number (the “ 
Option Shares ”) of Shares of the Company’s common stock, at a specified price per Share (the “ Exercise Price ”).  
   

The individualized communication you received (the “ Cover Letter ”) provides the details for your Option.  It specifies the number of 
Option Shares, the Exercise Price, the Date of Grant, the schedule for exercisability, and the latest date the Option will expire (the “ Term 
Expiration Date ”).  
   

The Option is subject in all respects to the applicable provisions of the Plan.  This Grant Agreement does not cover all of the rules that 
apply to the Option under the Plan; please refer to the Plan document.  Capitalized terms are defined either further below in this grant agreement 
(the “ Grant Agreement ”) or in the Plan.  
   
The Plan document is available on the Merrill Lynch website.  The Prospectus for the Plan, the Company’s S-8, Annual Report on Form 10-K, 
and other filings the Company makes with the Securities and Exchange Commission are available for your review under the Investor Relations 
tab on the Company’s web site.  You may also obtain paper copies of these documents upon request to the Company’s Investor Relations 
department (IR@HMS.com).  
   
Neither the Company nor anyone else is making any representations or promises regarding the duration of your service, exercisability of the 
Option, the value of the Company’s stock or of this Option, or the Company’s prospects.  The Company is not providing any advice regarding 
tax consequences to you or regarding your decisions regarding the Option; you agree to rely only upon your own personal advisors.  
   
NO ONE MAY SELL, TRANSFER, OR DISTRIBUTE THE OPTION  OR THE SECURITIES THAT MAY BE PURCHASED UPON 
EXERCISING THE OPTION WITHOUT AN EFFECTIVE REGISTRA TION STATEMENT RELATING THERETO OR AN 
OPINION OF COUNSEL SATISFACTORY TO HMS HOLDINGS COR P. OR OTHER INFORMATION AND 
REPRESENTATIONS SATISFACTORY TO IT THAT SUCH REGIST RATION IS NOT REQUIRED.  
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In addition to the Plan’s terms and restrictions, the following terms and restrictions apply:  
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Option  
Exercisability  

   

While your Option remains in effect under the Option Expiration section, you may exercise any exercisable 
portions of the Option (and buy the Option Shares) under the timing rules of this section, provided that you may not 
exercise the Option for fewer than 100 full shares at any particular time unless fewer than 100 remain unexercised.  

         
   

   

The Option will become exercisable on the schedule provided in the Cover Letter to this Grant Agreement assuming 
that through each Exercisability Date, (i) if you received the Option in your capacity as an employee of the Company, 
you remain an employee or (ii) if you received the Option in your capacity as a member of the Company’s Board, 
you remain a member of the Company’s Board. Any fractional shares will be carried forward to the following 
Exercisability Date, unless the Committee selects a different treatment. For purposes of this Grant Agreement, 
employment with the Company will include employment with any Affiliate whose employees are then eligible to 
receive Awards under the Plan. Unless the Committee determines otherwise, if an entity employing you ceases to be 
an Affiliate, your employment with the Company will be treated as ended even though you continue to be employed 
by that entity.  

         
   

   

Exercisability will accelerate fully on your disability or death, including with respect to the Performance Option 
Shares (as defined below). For this purpose, “ disability ” means permanent and total disability as defined by 
Section 22(e)(3) of the Code. Exercisability will continue and increase (until fully exercisable) over the two years 
following your date of Retirement. “ Retirement ” for this purpose means cessation of service on or after attaining 
age 60 and completing five years of service with the Company.  

         
Change in  
Control  

   

If a Change in Control occurs, your Option will be treated as provided in Section 11 of the Plan if, within 24 months 
following the Change in Control, your employment or service ends on a termination without cause (as determined by 
the Committee or the Board), provided also that the Option will remain outstanding for 12 months following such 
termination but not beyond the Term Expiration Date.  

         
Option Expiration  

   

The Option will expire no later than the close of business on the Term Expiration Date. Unexercisable portions of the 
Option expire immediately when you cease to be employed (unless you are concurrently remaining or becoming a 
member of the Board, or, for a Board member, concurrently remaining or becoming an employee of the Company). If 
the Company terminates your employment or service for cause, the Option will immediately expire without regard to 
whether it is then exercisable.  

         
   

   
Exercisable portions of the Option remain exercisable until the first to occur of the following (the “ Final Exercise 
Date ” ), each as defined further in the Plan or the Grant Agreement:  

         
   

   

•       Three months (measured to the corresponding date in the month) after your employment (or directorship) ends 
if you resign or if the Company terminates your employment or service without cause (as determined under the 
Plan), except as provided above under Change in Control  
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   •       For death or Disability, the first anniversary of the date employment or service ends  

         
   

   •       For Retirement, the end of the second year following your date of Retirement  
         
   

   •       The Term Expiration Date  
   

   The Committee can override the expiration provisions of this Grant Agreement.  

Method of Exercise  
and Payment for  
Shares  

   

Subject to this Grant Agreement and the Plan, you may exercise the Option only by providing a written notice (or 
notice through another previously approved method, which could include a web-based or voice- or e-mail system) to 
the Secretary of the Company or to whomever the Committee designates, received on or before the date the Option 
expires. Each such notice must satisfy whatever then-current procedures apply to that Option and must contain such 
representations (statements from you about your situation) as the Company requires. You must, at the same time, pay 
the Exercise Price using one or more of the following methods:  

Cash/Check  
   cash or check in the amount of the Exercise Price payable to the order of the Company;  

         
Cashless  
Exercise  

   

an approved cashless exercise method, including directing the Company to send the stock certificates (or 
other acceptable evidence of ownership) to be issued under the Option to a licensed broker acceptable to 
the Company as your agent in exchange for the broker’s tendering to the Company cash (or acceptable 
cash equivalents) equal to the Exercise Price and, if you so elect, any required tax withholdings;  

         
Net Exercise  

   

by delivery of a notice of “net exercise” to or as directed by the Company, as a result of which you will 
receive (i) the number of shares underlying the portion of the Option being exercised less (ii) such number 
of shares as is equal to (A) the aggregate Exercise Price for the portion of the Option being exercised 
divided by (B) the Fair Market Value on the date of exercise;  

         
Stock  

   

if permitted by the Committee, by delivery of Shares owned by you, valued at their Fair Market Value, 
provided (i) applicable law then permits such method of payment, (ii) you owned such Shares, if acquired 
directly from the Company, for such minimum period of time, if any, as the Committee may establish in its 
discretion, and (iii) the Shares are not subject to any repurchase, forfeiture, unfulfilled vesting, or other 
similar restrictions; or  

         
   

   any combination of the above permitted forms for payment.  

Withholding  

   

Issuing the Option Shares is contingent on satisfaction of all obligations with respect to required tax or other required 
withholdings (for example, in the U.S., Federal, state, and local taxes). The Company may take any action permitted 
under Section 14(c) of the Plan to satisfy such obligation, including satisfying the tax obligations by (i) reducing the 
number of Option Shares to be issued to you in connection with any exercise of the Option by that number of Option 
Shares (valued at their Fair Market Value on the date of exercise) that would equal all taxes required to be withheld 
(at their minimum withholding levels), (ii) accepting payment of the withholdings from a broker in connection with a 
Cashless  
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Exercise of the Option or directly from you, or (iii) taking any other action under Section 14(c) of the Plan.  If a 
fractional share remains after deduction for required withholding, the Company will pay you the value of the fraction 
in cash.  

Compliance  
with Law  

   

You may not exercise the Option if the Company’s issuing stock upon such exercise would violate any applicable 
Federal or state securities laws or other laws or regulations. You may not sell or otherwise dispose of the Option 
Shares in violation of applicable law. As part of this prohibition, you may not use the Cashless Exercise methods if 
the Company’s insider trading policy then prohibits you from selling to the market.  

         
Additional  
Conditions  
to Exercise  

   

The Company may postpone issuing and delivering any Option Shares for so long as the Company determines to be 
advisable to satisfy the following:  
   

its completing or amending any securities registration or qualification of the Option Shares or its or your 
satisfying any exemption from registration under any Federal or state law, rule, or regulation;  

         
   

   
its receiving proof it considers satisfactory that a person seeking to exercise the Option after your death is 
entitled to do so;  

         
   

   your complying with any requests for representations under the Plan; and  
         
   

   your complying with any Federal, state, or local tax withholding obligations.  
         
Additional  
Representations  
from You  

   

If you exercise the Option at a time when the Company does not have a current registration statement (generally on 
Form S-8) under the Securities Act of 1933 (the “ Act ”) that covers issuances of shares to you, you must comply 
with the following before the Company will issue the Option Shares to you. You must —  

         
   

   
represent to the Company, in a manner satisfactory to the Company’s counsel, that you are acquiring the 
Option Shares for your own account and not with a view to reselling or distributing the Option Shares; and  

         
   

   agree that you will not sell, transfer, or otherwise dispose of the Option Shares unless:  
         
   

   
a registration statement under the Act is effective at the time of disposition with respect to the 
Option Shares you propose to sell, transfer, or otherwise dispose of; or  

         
   

   

the Company has received an opinion of counsel or other information and representations it 
considers satisfactory to the effect that, because of Rule 144 under the Act or otherwise, no 
registration under the Act is required.  
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No Effect on  
Employment  
or Other  
Relationship  

   

Nothing in this Grant Agreement restricts the Company’s rights or those of any of its Affiliates to terminate your 
employment or other relationship at any time and for any or no reason. The termination of employment or other 
relationship, whether by the Company or any of its Affiliates or otherwise, and regardless of the reason for such 
termination, has the consequences provided for under the Plan and any applicable employment or severance 
agreement or plan.  

         
Not a Shareholder  

   
You understand and agree that the Company will not consider you a shareholder for any purpose with respect to any 
of the Option Shares until you have exercised the Option, paid for the shares, and received evidence of ownership.  

         
No Effect on  
Running Business  

   

You understand and agree that the existence of the Option will not affect in any way the right or power of the 
Company or its shareholders to make or authorize any adjustments, recapitalizations, reorganizations, or other 
changes in the Company’s capital structure or its business, or any merger or consolidation of the Company, or any 
issuance of bonds, debentures, preferred or other stock, with preference ahead of or convertible into, or otherwise 
affecting the Company’s common stock or the rights thereof, or the dissolution or liquidation of the Company, or any 
sale or transfer of all or any part of its assets or business, or any other corporate act or proceeding, whether or not of a 
similar character to those described above.  

         
Governing Law  

   
The laws of the State of New York will govern all matters relating to the Option, without regard to the principles of 
conflict of laws.  

         
Restrictive  
Covenants  
Clawback  

   

If the Board or the Committee determines, in its sole discretion, that you violated or are violating any of the 
Restrictive Covenants set forth below under the section titled “Restrictive Covenants,” the Option will immediately 
terminate without regard to whether it is then Vested in whole or in part.  In addition, the Board or the Committee 
may, in its sole discretion, require from you payment or transfer to the Company of the Gain from the Option, where 
the “ Gain ” consists of the greatest of (i) the value of the Option Shares on the date, within the Recovery 
Measurement Period, on which you exercised the Option with respect to such Option Shares, (ii) the value of the 
Option Shares received upon exercise during the Recovery Measurement Period, as determined on the date of the 
request by the Committee to pay or transfer, (iii) the gross (before tax) proceeds you received from any sale of the 
Option Shares during the Recovery Measurement Period, and (iv) if transferred without sale during the Recovery 
Measurement Period, the value of the Option Shares when so transferred.  The Board or the Committee may 
determine the recoupment method in its sole discretion for any portion of the Option transferred (where permitted) 
before being exercised.  The “ Recovery Measurement Period ” means the 12 months before the date of the 
determination of violation.  The provisions in this section are essential economic conditions to the Company’s grant 
of the Option to you. By acknowledging receipt of the grant of the Option hereunder, you agree that the Company 
may deduct from any amounts it owes you from time to time (such as any severance or other payments owed 
following a termination of employment, as well as any other amounts owed to you by the Company, as permitted by 
applicable law) to the extent of any amounts you owe the Company under this Restrictive Covenants Clawback 
section.  

         
   

   

You acknowledge that you would not be receiving the Option described herein but for your agreement to comply 
with the Restrictive Covenants. Likewise, you acknowledge that you would be unjustly enriched if you violate the 
Restrictive  
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Covenants, while being able to retain some or all of the Option Shares or the gain associated with them. Furthermore, 
you acknowledge and agree that the damages for your breach of the Restrictive Covenants are not subject to 
calculation and that the remedies set forth in this Restrictive Covenants Clawback section, therefore, will only 
reimburse the Company for a portion of the damage done. For this reason, the Company shall be entitled to recover 
from you any and all damages Company has suffered and, in addition, Company will be entitled to injunctive relief. 
The parties agree that the forfeiture of the Option and payments described in this section are expressly not 
Company’s exclusive or sole remedy.  

         
   

   

This remedy is in addition to any other remedies that the Company may have available in law or equity with respect 
to breaches of the Restrictive Covenants below. It is also in addition to, and not in substitution for, any other 
clawback policies that may be adopted from time to time, including any required by Federal law, such as under 
Section 304 of the Sarbanes-Oxley Act of 2002 or the Dodd-Frank Wall Street Reform and Consumer Protection Act. 

         
   

   

Payment is due in cash or cash equivalents within 10 days after the Board or the Committee provides notice to you 
that it is enforcing this clawback. Payment will be calculated on a gross basis, without reduction for taxes or 
commissions. The Company may, but is not required to, accept retransfer of shares in lieu of cash payments.  

         
Restrictive  
Covenants  

   
In consideration of the terms of this Option and your access to Proprietary Information (as defined below), you agree 
to the Restrictive Covenants set forth below.  

   

   

Confidential  
Information  

   

You have or will be given access to and provided with sensitive, confidential, proprietary and/or trade 
secret information (collectively, “ Proprietary Information ”) in the course of your employment. 
Examples of Proprietary Information include inventions, new product or marketing plans, business 
strategies and plans, merger and acquisition targets, financial and pricing information, software of the 
Company in various stages of development, including computer programs in source code and binary 
code form, software designs, specifications, programming aids (including “library subroutines” and 
productivity tools), programming languages, interfaces, visual displays, technical documentation, 
user manuals, data files and databases of the Company, analytical models, customer/client lists and 
information, and supplier and vendor lists and information. You agree not to disclose or use 
Proprietary Information, either during or after your employment with the Company, except as 
necessary to perform your duties or as the Company may consent in writing.  

               
   

   

Non-  
competition  
and Non-  
solicitation  

   

You agree that while the Company employs you and for a period of 12 months after your 
employment ends for any reason , you will not directly or indirectly (whether as an owner, partner, 
officer, employee, director, investor, lender, consultant, independent contractor or otherwise) do any 
of the following:  
   

(i)            Compete. In the geographical area where the Company does business or, at the 
time your employment ends, plans to do business, you will not engage or assist others in engaging in 
any business or enterprise that competes with the  
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Company’s business, including any business or enterprise that develops, designs, produces, 
manufactures, markets, licenses, sells, renders, or provides any product or service that competes with 
any product or service actually or planned to be developed, designed, produced, manufactured, 
marketed, licensed, sold, rendered, or provided by the Company while you are or were employed by 
the Company; provided that your passive ownership of not more than 1% of the outstanding stock of 
a publicly-held company will not, by itself, violate this provision. For purposes of this Grant 
Agreement, you agree that the Company does business throughout and plans to do business 
throughout the United States;  
   

(ii)           Solicit Clients, Customers, or Accounts . You will not, either alone or in 
association with others, actually or attempt to solicit, divert, or take away the business or patronage of 
any of the Company’s clients, customers, or accounts, or prospective clients, customers, or accounts, 
that the Company contacted, solicited, or served while you were employed by the Company or about 
which you have Proprietary Information, provided that this provision does not prevent you from 
soliciting clients, customers, or accounts (if you are not using Proprietary Information to do so) for 
purposes that are not in actual or potential competition with the Company;  

   
(iii)          Solicit or Hire Company Employees and Independent Contractors . You will not, 

either alone or in association with others, actually or attempt to (x) solicit, recruit or induce any 
Company employee or independent contractor to leave the Company’s service or (y) solicit, recruit, 
hire, or engage as an employee or independent contractor any individual whom the Company 
employed or engaged at any time while you were employed by the Company, except for an individual 
whose employment or other service relationship with the Company ended at least six months before 
the date of your action; and/or  

   
(iv)          Disclose or Utilize Product Development. You will not, either alone or in 

association with others, disclose to, or utilize for the benefit of, any entity other than the Company, 
any systems or product development ideas, concepts, or strategies that you or others in 
communication with you explored, generated, initiated, or discussed for potential implementation 
during your employment with the Company, even if the Company has not implemented such ideas, 
concepts, or strategies by the time your employment with the Company ends.  

   
  For the purposes of subsection (ii) “ Solicit Clients, Customers, or Accounts” , the terms 
“customer,” “client,” or “account” as applied to governmental agencies will mean the agency or 
department for which any of the products or services of the Company are sold or performed during 
the applicable period, any related program office, and any agency, department, or office that succeeds 
to the functions of any agency, department, or office to which the Company then provides or within 
the preceding 12 months provided goods or services (to the extent that the successor replaces part or 
all of the customer or client to which the Company provided goods or services).  

               
   

   
General  

   
  To the extent that you and the Company agree at any time to enter into separate agreements 
containing restrictive covenants with  
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EXHIBIT A  

   
The exercisability of 50% of the Shares covered by the Option (the “ Performance Option Shares ”) is subject to the following 

conditions:  
   

A.    Service Condition  
   
The Performance Option Shares will become exercisable according to the applicable schedule described in Paragraph C below, provided 

you remain employed by the Company as of each applicable exercisability date set forth below.  
   
B.              Performance Conditions  
   
1.     The Company’s average closing price per Share as reported on the NASDAQ Global Select Market during at least one measurement 

period (as described below) must be at least 25% higher than the Exercise Price per Share specified in the Stock Option Grant Summary.  
   
2.     The measurement period will consist of the applicable trading days in any consecutive 30 (thirty) calendar day period preceding the 

first, second and/or third anniversaries of the Date of Grant.  
   
3.     On each anniversary of the Date of Grant (or as promptly as practicable thereafter), the Company will calculate the average closing 

price for the applicable measurement periods preceding such date in order to determine if the performance condition has been satisfied.  
   

C.                Exercisability  
   

1.     Performance Condition Achieved prior to First Anniversary of Date of Grant . If the performance condition is achieved prior to the 
first anniversary of the Date of Grant, the Performance Option Shares will become exercisable in equal installments pursuant to the following 
schedule:  
   

   
2.     Performance Condition Achieved after First Anniversary but before Second Anniversary of the Date of Grant . If the performance 

condition is achieved after the first anniversary but before the second anniversary of the Date of Grant, the Performance Option Shares will 
become exercisable pursuant to the following schedule:  

   

   

   

   

   

different or inconsistent terms than those contained herein, you and the Company acknowledge and 
agree that such different or inconsistent terms shall not in any way affect or have relevance to the 
Restrictive Covenants contained herein, and the terms of these Restrictive Covenants do not 
supersede or amend any others currently or in the future in place.  
   
By accepting this Option grant, you agree that the provisions of this Restrictive Covenants section 
(and the related Restrictive Covenants Clawback section) are reasonable and necessary to protect the 
legitimate interests of the Company.  

Notices  

   

Any notice you give to the Company must follow the procedures then in effect. If no other procedures apply, you 
must send your notice in writing by hand or by mail to the office of the Company’s Secretary (or to the Chair of the 
Committee if you are then serving as the sole Secretary). If mailed, you should address it to the Company’s Secretary 
(or the Chair of the Committee) at the Company’s then corporate headquarters, unless the Company directs optionees 
to send notices to another corporate department or to a third party administrator or specifies another method of 
transmitting notice. The Company and the Committee will address any notices to you using its standard electronic 
communications methods or at your office or home address as reflected on the Company’s personnel or other 
business records. You and the Company may change the address for notice by like notice to the other, and the 
Company can also change the address for notice by general announcements to optionees.  

         
Amendment  

   

Subject to any required action by the Committee or the shareholders of the Company, the Company may cancel the 
Option and provide a new Award in its place, provided that the Award so replaced will satisfy all of the requirements 
of the Plan as of the date such new Award is made and no such action will adversely affect the Option to the extent 
then exercisable.  

         
Plan Governs  

   

Wherever a conflict may arise between the terms of this Grant Agreement and the terms of the Plan, the terms of the 
Plan will control. The Committee may adjust the number of Option Shares and the Exercise Price and other terms of 
the Option from time to time as the Plan provides.  

Exercisability Date  
   

Proportion of Performance Option Shares Exercisable as   
of the Exercisability Date  

1  anniversary of Date of Grant  
   One-third of the Performance Option Shares  

2 anniversary of Date of Grant  
   One-third of the Performance Option Shares  

3  anniversary of Date of Grant  
   One-third of the Performance Option Shares  

st 

nd 

rd 



   
3.     Performance Condition Achieved after Second Anniversary but before Third Anniversary of the Date of Grant . If the performance 

condition is achieved after the second anniversary but before the third anniversary of the Date of Grant, the Performance Option Shares will 
become fully exercisable as of such third anniversary pursuant to the following schedule:  
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Exercisability Date  
   

Proportion of Performance Option Shares Exercisable as   
of the Exercisability Date  

1  anniversary of Date of Grant  
   -0-  

2 anniversary of Date of Grant  
   Two-thirds of the Performance Option Shares  

3  anniversary of Date of Grant  
   One-third of the Performance Option Shares  

st 

nd 

rd 



   

  
4.     Performance Condition Not Achieved before the Third Anniversary of the Date of Grant. Except in the event of death, Disability or a 

Change of Control prior to the third anniversary of the Date of Grant (in which case the terms set forth in the Grant Agreement will apply and, 
for the avoidance of doubt, the performance condition will no longer be applicable), if the performance condition is not achieved by the third 
anniversary of the Date of Grant, no portion of the Performance Option Shares will become exercisable and the Performance Option Shares shall 
be forfeited.  
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Exercisability Date  
   

Proportion of Performance Option Shares Exercisable as   
of the Exercisability Date  

1  anniversary of Date of Grant  
   -0-  

2 anniversary of Date of Grant  
   -0-  

3  anniversary of Date of Grant  
   100% of the Performance Option Shares  

st 

nd 

rd 



 
Exhibit 10.29 

  
2014 SENIOR VICE PRESIDENT RSU AGREEMENT 

  
<Participant Full Name>  
   
Dear <Participant First Name>  
   
Congratulations, you have been awarded restricted stock units (“ RSUs ”) in recognition of your contributions to the success of HMS Holdings 
Corp. (the “ Company ”) and its Affiliates.  A restricted stock unit entitles you to receive a share of the Company’s common stock at a future 
date, assuming that you satisfy conditions of the Company’s Fourth Amended and Restated 2006 Stock Plan (the “ Plan ”) and the implementing 
agreement.  We would like you to have an opportunity to share in the continued success of the Company through these RSUs under the Plan.  
The following represents a brief description of your grant.  Additional details regarding your award are provided in the attached Restricted Stock 
Unit Agreement (the “ Grant Agreement ”) and in the Plan.  
   
Restricted Stock Unit Grant Summary:  
   

   
•                   You have been granted RSUs for Shares of the Company’s common stock for the total number of Shares specified under “RSU Shares” in 

the chart above.  
   
•                   The potential value of your RSUs increases if the price of the Company’s stock increases, but you also have to continue to provide services 

to the Company (except as the Grant Agreement provides) to actually receive such value.  Of course, the value of the stock may go up and 
down over time.  

   
•                   You will not receive the Shares represented by the RSUs unless and until the RSUs vest.  Your RSUs vest as provided in the chart above 

under “Vesting,” assuming you remain an employee of the Company and subject to the terms in the Grant Agreement.  
   
•                   Once you have received the Shares, you will own them and may decide whether to hold the stock, sell the stock or give the stock to 

someone as a gift.  
   
You can access the Merrill Lynch portal updates and information: https://www29.benefits.ml.com/login/login.aspx.  Please email IR@hms.com 
with any questions.  
   

 

Date of Grant  
   November 12, 2014  

RSU Shares  
   <Number of Shares Granted>  

Vesting Schedule  

   

One-sixth of the RSU Shares shall vest on the first, second and third anniversaries 
of the date of the Grant, with the remainder vesting as provided in Exhibit A to 
the Grant Agreement. Each of those dates is a “ Vesting Date .”   



   
HMS HOLDINGS CORP.  

RESTRICTED STOCK UNIT GRANT AGREEMENT FOR SENIOR VI CE PRESIDENTS  
   

HMS Holdings Corp. (the “ Company ”) has granted you restricted stock units (the “ RSUs ”) under the HMS Holdings Corp. Fourth 
Amended and Restated 2006 Stock Plan (as it may b4e amended from time to time) (the “ Plan ”).  Each RSU lets you receive a Share (an “ 
RSU Share ”) of the Company’s common stock, upon satisfaction of the conditions to receipt.  
   

The individualized communication you received (the “ Cover Letter ”) provides the details for your RSUs.  It specifies the number of 
RSU Shares, the Date of Grant, and the schedule for vesting, with the related vesting dates (“ Vesting Dates ”).  
   

The RSUs are subject in all respects to the applicable provisions of the Plan.  This Grant Agreement does not cover all of the rules that 
apply to the RSUs under the Plan; please refer to the Plan document.  Capitalized terms are defined either further below in this grant agreement 
(the “ Grant Agreement ”) or in the Plan.  
   
The Plan document is available on the Merrill Lynch website.  The Prospectus for the Plan, the Company’s S-8, Annual Report on Form 10-K, 
and other filings the Company makes with the Securities and Exchange Commission are available for your review under the Investor Relations 
tab on the Company’s web site.  You may also obtain paper copies of these documents upon request to the Company’s Investor Relations 
department (IR@HMS.com).  
   
Neither the Company nor anyone else is making any representations or promises regarding the duration of your service, vesting of the RSUs, the 
value of the Company’s stock or of these RSUs, or the Company’s prospects.  The Company is not providing any advice regarding tax 
consequences to you or regarding your decisions regarding the RSUs; you agree to rely only upon your own personal advisors.  
   
NO ONE MAY SELL, TRANSFER, OR DISTRIBUTE THE RSUS O R THE SECURITIES THAT MAY BE RECEIVED UNDER 
THEM WITHOUT AN EFFECTIVE REGISTRATION STATEMENT RE LATING THERETO OR AN OPINION OF COUNSEL 
SATISFACTORY TO HMS HOLDINGS CORP. OR OTHER INFORMA TION AND REPRESENTATIONS SATISFACTORY TO IT 
THAT SUCH REGISTRATION IS NOT REQUIRED.  
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In addition to the Plan’s terms and restrictions, the following terms and restrictions apply:  
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Vesting  
Schedule  

   

Your RSUs become nonforfeitable (“ Vested ”) as provided in the Cover Letter to this Grant Agreement, assuming 
that through each Vesting Date, (i) if you received the RSUs in your capacity as an employee of the Company, you 
continue in service as an employee or (ii) if you received the RSUs in your capacity as a member of the Company’s 
Board, you continue in service as a member of the Company’s Board. Any fractional shares will be carried forward 
to the following Vesting Date, unless the Committee selects a different treatment. For purposes of this Grant 
Agreement, employment with the Company will include employment with any Affiliate whose employees are then 
eligible to receive Awards under the Plan. Unless the Committee determines otherwise, if an entity employing you 
ceases to be an Affiliate, your employment with the Company will be treated as ended even though you continue to 
be employed by that entity.  

         
   

   

Vesting will accelerate fully on your disability or death, including with respect to the Performance RSU Shares (as 
defined below). For this purpose, “ disability ” means permanent and total disability as defined by Section 22(e)(3) of 
the Code.  

         
   

   

If your employment or service ends as a result of Retirement, you will be treated as continuing in service for vesting 
purposes until the earlier to occur of (x) the second anniversary of your Retirement and (y) the last of the applicable 
Vesting Dates. “ Retirement ” for this purpose means cessation of employment or service on or after attaining age 60 
and completing five years of service with the Company.  

         
Change in  
Control  

   

If a Change in Control occurs, your RSUs will be treated as provided in Section 11 of the Plan if, within 24 months 
following the Change in Control, your employment or service ends on (i) a termination without cause (as determined 
by the Committee or the Board) or (ii) Retirement.  

         
Termination for  
Cause  

   
If the Company terminates your employment or service for cause, the RSUs will immediately terminate without 
regard to whether they are then Vested in whole or in part.  

         
Distribution Date  

   

Subject to any overriding provisions in the Plan, you will receive a distribution of the Shares equivalent to your 
Vested RSU Shares as soon as practicable following the date(s) on which you become Vested (with the actual date 
being the “ Distribution Date ”) and, in any event, no later than 30 days following an applicable Vesting Date, unless 
the Committee determines that you may make a timely deferral election to defer distribution to a later date and you 
have made such an election (in which case the deferred date will be the “  Distribution Date ” ).  

         
   

   
Vesting that accelerates after a Change in Control will only accelerate the Distribution Date if and to the extent 
permitted under Section 409A of the Code.  

         
Restrictions  
and  
Forfeiture  

   

You may not sell, assign, pledge, encumber, or otherwise transfer any interest (“ Transfer ”) in the RSU Shares until 
the RSU Shares are distributed to you. Any attempted Transfer that precedes the Distribution Date is invalid.  

         
   

   
Unless the Committee determines otherwise or the Grant Agreement provides otherwise, if your employment or 
service with the Company terminates for any  
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reason before your RSUs are Vested, then you will forfeit the unvested RSUs (and the Shares to which they relate) to 
the extent that the RSUs do not otherwise vest as a result of the termination, pursuant to the rules in the Vesting 
Schedule section.  The forfeited RSUs will then immediately revert to the Company.  You will receive no payment 
for the RSUs if you forfeit them.  

Taxes and  
Withholding  

   

The RSUs provide tax deferral, meaning that the RSU Shares are not taxable until you actually receive the RSU 
Shares on or around the Distribution Date. You will then owe taxes at ordinary income tax rates as of the Distribution 
Date at the Shares’ value. If you are an employee of the Company, you may owe FICA and HI (Social Security and 
Medicare) taxes before the Distribution Date.  

         
   

   

Issuing the Shares under the RSUs is contingent on satisfaction of all obligations with respect to required tax or other 
required withholdings (for example, in the U.S., Federal, state, and local taxes). The Company may take any action 
permitted under Section 14(c) of the Plan to satisfy such obligation, including satisfying the tax obligations by 
(i) reducing the number of RSU Shares to be issued to you by that number of RSU Shares (valued at their Fair 
Market Value on the date of distribution) that would equal all taxes required to be withheld (at their minimum 
withholding levels), (ii) accepting payment of the withholdings from a broker in connection with a sale of the RSU 
Shares or directly from you, or (iii) taking any other action under Section 14(c) of the Plan. If a fractional share 
remains after deduction for required withholding, the Company will pay you the value of the fraction in cash.  

         
Compliance  
with Law  

   
The Company will not issue the RSU Shares if doing so would violate any applicable Federal or state securities laws 
or other laws or regulations. You may not sell or otherwise dispose of the RSU Shares in violation of applicable law.  

         
Additional  
Conditions  
to Receipt  

   

The Company may postpone issuing and delivering any RSU Shares for so long as the Company determines to be 
advisable to satisfy the following:  

         
   

   
its completing or amending any securities registration or qualification of the RSU Shares or its or your 
satisfying any exemption from registration under any Federal or state law, rule, or regulation;  

         
   

   
its receiving proof it considers satisfactory that a person seeking to receive the RSU Shares after your death 
is entitled to do so;  

         
   

   your complying with any requests for representations under the Plan; and  
         
   

   your complying with any Federal, state, or local tax withholding obligations.  
         
Additional  
Representations  
from You  

   

If the vesting provisions of the RSUs are satisfied and you are entitled to receive RSU Shares at a time when the 
Company does not have a current registration statement (generally on Form S-8) under the Securities Act of 1933 
(the “ Act ”) that covers issuances of shares to you, you must comply with the following before the Company will 
issue the RSU Shares to you. You must —  
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represent to the Company, in a manner satisfactory to the Company’s counsel, that you are acquiring the 
RSU Shares for your own account and not with a view to reselling or distributing the RSU Shares; and  

         
   

   agree that you will not sell, transfer, or otherwise dispose of the RSU Shares unless:  
         
   

   
a registration statement under the Act is effective at the time of disposition with respect to the RSU 
Shares you propose to sell, transfer, or otherwise dispose of; or  

         
   

   

the Company has received an opinion of counsel or other information and representations it 
considers satisfactory to the effect that, because of Rule 144 under the Act or otherwise, no 
registration under the Act is required.  

         
No Effect on  
Employment  
or Other  
Relationship  

   

Nothing in this Grant Agreement restricts the Company’s rights or those of any of its Affiliates to terminate your 
employment or other relationship at any time and for any or no reason. The termination of employment or other 
relationship, whether by the Company or any of its Affiliates or otherwise, and regardless of the reason for such 
termination, has the consequences provided for under the Plan and any applicable employment or severance 
agreement or plan.  

         
Limited Status  

   

You understand and agree that the Company will not consider you a shareholder for any purpose with respect to the 
RSU Shares, unless and until the RSU Shares have been issued to you on the Distribution Date. You will not receive 
dividends with respect to the RSUs, but the Company will credit additional whole or fractional RSUs to this Grant 
equal to the result of dividing (i) the product of the total number of RSUs credited to you under this Grant on the 
record date for such dividend (and not yet distributed in Shares) and the per share amount of such dividend by (ii) the 
Fair Market Value of one Share on the date such dividend is paid by the Company to shareholders. The additional 
RSUs will be or become Vested to the same extent as the RSUs that resulted in the crediting of such additional Units 
and may be paid out in cash or Shares under the timing rules provided in Section 8(e) of the Plan.  

         
Voting  

   You may not vote the RSUs. You may not vote the RSU Shares unless and until the Shares are distributed to you.  
         
No Effect on  
Running Business  

   

You understand and agree that the existence of the RSUs will not affect in any way the right or power of the 
Company or its shareholders to make or authorize any adjustments, recapitalizations, reorganizations, or other 
changes in the Company’s capital structure or its business, or any merger or consolidation of the Company, or any 
issuance of bonds, debentures, preferred or other stock, with preference ahead of or convertible into, or otherwise 
affecting the Company’s common stock or the rights thereof, or the dissolution or liquidation of the Company, or any 
sale or transfer of all or any part of its assets or business, or any other corporate act or proceeding, whether or not of a 
similar character to those described above.  

         
Section 409A  

   

The RSUs are intended to comply with the requirements of Section 409A and must be construed consistently with 
that section. Notwithstanding anything in the Plan or this Grant Agreement to the contrary, if the RSUs Vest in 
connection with your “separation from service”  within the meaning of Section 409A, as  
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determined by the Company), and if (x) you are then a “specified employee” within the meaning of Section 409A at 
the time of such separation from service (as determined by the Company, by which determination you agree you are 
bound) and (y) the distribution of RSU Shares under such RSUs will result in the imposition of additional tax under 
Section 409A if distributed to you within the six month period following your separation from service, then the 
distribution under such accelerated RSUs will not be made until the earlier of (i) the date six months and one day 
following the date of your separation from service or (ii) the 10  day after your date of death.  Neither the Company 
nor you shall have the right to accelerate or defer the delivery of any such RSU Shares or benefits except to the 
extent specifically permitted or required by Section 409A.  In no event may the Company or you defer the delivery of 
the RSU Shares beyond the date specified in the Distribution Date section, unless such deferral complies in all 
respects with Treasury Regulation Section 1.409A-2(b) related to subsequent changes in the time or form of payment 
of nonqualified deferred compensation arrangements, or any successor regulation.  In any event, the Company makes 
no representations or warranty and shall have no liability to you or any other person, if any provisions of or 
distributions under this Grant Agreement are determined to constitute deferred compensation subject to 
Section 409A but not to satisfy the conditions of that section.  

         
Unsecured Creditor  

   

The RSUs create a contractual obligation on the part of the Company to make a distribution of the RSU Shares at the 
time provided for in this Grant Agreement. Neither you nor any other party claiming an interest in deferred 
compensation hereunder shall have any interest whatsoever in any specific assets of the Company. Your right to 
receive distributions hereunder is that of an unsecured general creditor of Company.  

         
Governing Law  

   
The laws of the State of New York will govern all matters relating to the RSUs, without regard to the principles of 
conflict of laws.  

         
Restrictive  
Covenants  
Clawback  

   

If the Board or the Committee determines, in its sole discretion, that you violated or are violating any of the 
Restrictive Covenants set forth below under the section titled “Restrictive Covenants,” the RSUs will immediately 
terminate without regard to whether they are then Vested in whole or in part.  In addition, the Board or the 
Committee may, in its sole discretion, require from you payment or transfer to the Company of the Gain from the 
RSUs, where the “Gain” consists of the greatest of (i) the value of the RSU Shares on the applicable Distribution 
Date on which you received them within the Recovery Measurement Period, (ii) the value of the RSU Shares 
received during the Recovery Measurement Period, as determined on the date of the request by the Committee to pay 
or transfer, (iii) the gross (before tax) proceeds you received from any sale of the RSU Shares during the Recovery 
Measurement Period, and (iv) if transferred without sale during the Recovery Measurement Period, the value of the 
RSU Shares when so transferred.  The “Recovery Measurement Period” means the 12 months before the date of 
the determination of violation.  The provisions in this section are essential economic conditions to the Company’s 
grant of RSUs to you. By receiving the grant of RSUs hereunder, you agree that the Company may deduct from any 
amounts it owes you from time to time (such as any severance or other payments owed following a termination of 
employment, as well as any other amounts owed to you by the Company, as permitted by applicable law) to the 
extent of any amounts you owe the Company under this Restrictive Covenants Clawback section.  

th 
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You acknowledge that you would not be receiving the RSUs described herein but for your agreement to comply with 
the Restrictive Covenants. Likewise, you acknowledge that you would be unjustly enriched if you violate the 
Restrictive Covenants, while being able to retain some or all of the RSUs or the gain associated with them. 
Furthermore, you acknowledge and agree that the damages for your breach of the Restrictive Covenants are not 
subject to calculation and that the remedies set forth in this Restrictive Covenants Clawback section, therefore, will 
only reimburse the Company for a portion of the damage done. For this reason, the Company shall be entitled to 
recover from you any and all damages Company has suffered and, in addition, Company will be entitled to injunctive 
relief. The parties agree that the forfeiture of the RSUs and payments described in this section are expressly not 
Company’s exclusive or sole remedy.  
   
This remedy is in addition to any other remedies that the Company may have available in law or equity with respect 
to breaches of the Restrictive Covenants below. It is also in addition to, and not in substitution for, any other 
clawback policies that may be adopted from time to time, including any required by Federal law, such as under 
Section 304 of the Sarbanes-Oxley Act of 2002 or the Dodd-Frank Wall Street Reform and Consumer Protection Act. 
   
Payment is due in cash or cash equivalents within 10 days after the Board or the Committee provides notice to you 
that it is enforcing this clawback. Payment will be calculated on a gross basis, without reduction for taxes or 
commissions. The Company may, but is not required to, accept retransfer of shares in lieu of cash payments.  

         
Restrictive  
Covenants  

   
In consideration of the terms of this RSU award and your access to Proprietary Information (as defined below), you 
agree to the Restrictive Covenants set forth below.  

Confidential  
Information  

   

You have or will be given access to and provided with sensitive, confidential, proprietary and/or trade 
secret information (collectively, “ Proprietary Information ”) in the course of your employment. 
Examples of Proprietary Information include inventions, new product or marketing plans, business 
strategies and plans, merger and acquisition targets, financial and pricing information, software of the 
Company in various stages of development, including computer programs in source code and binary code 
form, software designs, specifications, programming aids (including “library subroutines” and 
productivity tools), programming languages, interfaces, visual displays, technical documentation, user 
manuals, data files and databases of the Company, analytical models, customer/client lists and 
information, and supplier and vendor lists and information. You agree not to disclose or use Proprietary 
Information, either during or after your employment with the Company, except as necessary to perform 
your duties or as the Company may consent in writing.  

         
Non-  
competition  
and Non  
solicitation  

   

You agree that while the Company employs you and for a period of 12 months after your employment 
ends for any reason, you will not directly or indirectly (whether as an owner, partner, officer, employee, 
director, investor, lender, consultant, independent contractor or otherwise) do any of the following:  
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(i)            Compete. In the geographical area where the Company does business or, at the time 
your employment ends, plans to do business, you will not engage or assist others in engaging in any 
business or enterprise that competes with the Company’s business, including any business or enterprise 
that develops, designs, produces, manufactures, markets, licenses, sells, renders, or provides any product 
or service that competes with any product or service actually or planned to be developed, designed, 
produced, manufactured, marketed, licensed, sold, rendered, or provided by the Company while you are 
or were employed by the Company; provided that your passive ownership of not more than 1% of the 
outstanding stock of a publicly-held company will not, by itself, violate this provision. For purposes of 
this Grant Agreement, you agree that the Company does business throughout and plans to do business 
throughout the United States;  

   
(ii)           Solicit Clients, Customers, or Accounts . You will not, either alone or in association 

with others, actually or attempt to solicit, divert, or take away the business or patronage of any of the 
Company’s clients, customers, or accounts, or prospective clients, customers, or accounts, that the 
Company contacted, solicited, or served while you were employed by the Company or about which you 
have Proprietary Information, provided that this provision does not prevent you from soliciting clients, 
customers, or accounts (if you are not using Proprietary Information to do so) for purposes that are not in 
actual or potential competition with the Company;  

   
(iii)          Solicit or Hire Company Employees and Independent Contractors . You will not, 

either alone or in association with others, actually or attempt to (x) solicit, recruit or induce any Company 
employee or independent contractor to leave the Company’s service or (y) solicit, recruit, hire, or engage 
as an employee or independent contractor any individual whom the Company employed or engaged at 
any time while you were employed by the Company, except for an individual whose employment or 
other service relationship with the Company ended at least six months before the date of your action; 
and/or  

   
(iv)          Disclose or Utilize Product Development. You will not, either alone or in association 

with others, disclose to, or utilize for the benefit of, any entity other than the Company, any systems or 
product development ideas, concepts, or strategies that you or others in communication with you 
explored, generated, initiated, or discussed for potential implementation during your employment with 
the Company, even if the Company has not implemented such ideas, concepts, or strategies by the time 
your employment with the Company ends.  

   
  For the purposes of subsection (ii) “ Solicit Clients, Customers, or Accounts ”, the terms “customer,” 
“client,” or “account” as applied to governmental agencies will mean the agency or department for which 
any of the products or services of the Company are sold or performed during the applicable period, any 
related program office, and any agency, department, or office that succeeds to the functions of any 
agency, department, or office to which the Company then provides or within the preceding 12 months 
provided goods or services (to the extent that the successor replaces part or all of the customer or client to 
which the Company provided goods or  
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EXHIBIT A  
   

The vesting of 50% of the RSUs (the “ Performance RSUs ”) is subject to the following conditions:  
   

A.    Service Condition  
   

The Performance RSUs will vest according to the applicable schedule described in Paragraph C below, provided you remain employed 
by the Company as of each applicable vesting date set forth below.  

   
B.    Performance Conditions  
   
1.     The Company’s average closing price per Share as reported on the NASDAQ Global Select Market during at least one measurement 

period (as described below) must be at least 25% higher than the closing price per Share as reported on the NASDAQ Global Select Market on 
the Date of Grant.  

   
2.     The measurement period will consist of the applicable trading days in any consecutive 30 (thirty) calendar day period preceding the 

first, second and/or third anniversaries of the Date of Grant.  
   
3.     On each anniversary of the Date of Grant (or as promptly as practicable thereafter), the Company will calculate the average closing 

price for the applicable measurement periods preceding such date in order to determine if the performance condition has been satisfied.  
   
C.    Vesting  
   
1.     Performance Condition Achieved prior to First Anniversary of Date of Grant . If the performance condition is achieved prior to the 

first anniversary of the Date of Grant, the Performance RSUs will vest in equal installments pursuant to the following schedule:  
   

   
2.     Performance Condition Achieved after First Anniversary but before Second Anniversary of the Date of Grant . If the performance 

   
   services).  

         
General  

   

  To the extent that you and the Company agree at any time to enter into separate agreements containing 
restrictive covenants with different or inconsistent terms than those contained herein, you and the 
Company acknowledge and agree that such different or inconsistent terms shall not in any way affect or 
have relevance to the Restrictive Covenants contained herein, and the terms of these Restrictive 
Covenants do not supersede or amend any others currently or in the future in place.  
   
By accepting this RSU award, you agree that the provisions of this Restrictive Covenants section (and the 
related Restrictive Covenants Clawback section) are reasonable and necessary to protect the legitimate 
interests of the Company.  

Notices  

   

Any notice you give to the Company must follow the procedures then in effect. If no other procedures apply, you 
must send your notice in writing by hand or by mail to the office of the Company’s Secretary (or to the Chair of the 
Committee if you are then serving as the sole Secretary). If mailed, you should address it to the Company’s Secretary 
(or the Chair of the Committee) at the Company’s then corporate headquarters, unless the Company directs Plan 
participants to send notices to another corporate department or to a third party administrator or specifies another 
method of transmitting notice. The Company and the Committee will address any notices to you using its standard 
electronic communications methods or at your office or home address as reflected on the Company’s personnel or 
other business records. You and the Company may change the address for notice by like notice to the other, and the 
Company can also change the address for notice by general announcements to Plan participants.  

         
Amendment  

   

Subject to any required action by the Committee or the shareholders of the Company, the Company may cancel the 
RSUs and provide a new Award in its place, provided that the Award so replaced will satisfy all of the requirements 
of the Plan as of the date such new Award is made and no such action will adversely affect the RSUs to the extent 
then Vested.  

         
Plan Governs  

   

Wherever a conflict may arise between the terms of this Grant Agreement and the terms of the Plan, the terms of the 
Plan will control. The Committee may adjust the number of RSU Shares and other terms of the RSUs from time to 
time as the Plan provides.  

Vesting Date  
   

Proportion of Performance RSUs that will vest as of   
the Vesting Date  

1  anniversary of Date of Grant  
   One-third of the Performance RSUs  

2  anniversary of Date of Grant  
   One-third of the Performance RSUs  

3  anniversary of Date of Grant  
   One-third of the Performance RSUs  

st 

nd 

rd 



condition is achieved after the first anniversary but before the second anniversary of the Date of Grant, the Performance RSUs will vest 
pursuant to the following schedule:  

   

   
3.     Performance Condition Achieved after Second Anniversary but before Third Anniversary of the Date of Grant . If the performance 

condition is achieved after the second anniversary but before the third anniversary of the Date of Grant, the Performance RSUs will become fully 
vested as of such third anniversary pursuant to the following schedule:  
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Vesting Date  
   

Proportion of Performance RSUs that will vest as of   
the Vesting Date  

1  anniversary of Date of Grant  
   - 0 -  

2  anniversary of Date of Grant  
   Two-thirds of the Performance RSUs  

3  anniversary of Date of Grant  
   One-third of the Performance RSUs  

st 

nd 

rd 



   

  
4.       Performance Condition Not Achieved before the Third Anniversary of the Date of Grant. Except in the event of death, Disability or a 

Change of Control prior to the third anniversary of the Date of Grant (in which case the terms set forth in the Grant Agreement will apply and, 
for the avoidance of doubt, the performance condition will no longer be applicable), if the performance condition is not achieved by the third 
anniversary of the Date of Grant, no portion of the Performance RSUs will vest and the Performance RSUs shall be forfeited.  
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Vesting Date  
   

Proportion of Performance RSUs that will vest as of   
the Vesting Date  

1  anniversary of Date of Grant  
   - 0 -  

2  anniversary of Date of Grant  
   - 0 -  

3  anniversary of Date of Grant  
   100% of the Performance RSUs  

st 

nd 

rd 



 
Exhibit 10.30 

   
2014 SENIOR VICE PRESIDENT NQSO AGREEMENT 

  
<Participant Full Name>  
   
Dear <Participant First Name>  
   
Congratulations, you have been awarded a stock option grant in recognition of your contributions to the success of HMS Holdings Corp. (the “ 
Company ”) and its Affiliates.  A stock option grant gives you the right to purchase a specific number of shares of the Company’s common stock 
at a fixed price, assuming that you satisfy conditions of the Company’s Fourth Amended and Restated 2006 Stock Plan (the “ Plan ”) and the 
implementing agreement.  We would like you to have an opportunity to share in the continued success of the Company through this stock option 
grant under the Plan.  The following represents a brief description of your grant.  Additional details regarding your award are provided in the 
attached Nonqualified Stock Option Agreement (the “ Grant Agreement ”) and in the Plan.  
   
Stock Option Grant Summary:  
   

   
•                   You have been granted a nonqualified stock option to purchase Shares of the Company’s common stock.  The total number of Shares under 

your grant is in the chart above under “Option Shares” and the price per share is under “Exercise Price per Share.”  
   
•                   The potential value of your stock option grant increases if the price of the Company’s stock increases, but you also have to continue to 

provide services to the Company (except as the Grant Agreement provides) to actually receive such value.  Of course, the value of the stock 
may go up and down over time.  

   
•                   You can’t exercise the stock option (actually purchase the shares) until it becomes exercisable.  Your stock option becomes exercisable as 

provided in the chart above under Exercisability, assuming you remain an employee of or member of the Board of Directors of the Company 
and subject to the terms in the Grant Agreement.  

   
•                   Whether or not you decide to exercise your stock option and purchase the stock is your decision, and, you have until the stock option 

expires (which will be no later than the seventh anniversary of the Date of Grant but can end earlier in various situations) to make that 
decision.  

   
•                   Once you have purchased the Shares, you will own them and may decide whether to hold the stock, sell the stock or give the stock to 

someone as a gift.  
   
You can access the Merrill Lynch portal updates and information: https://www29.benefits.ml.com/login/login.aspx.  Please email IR@hms.com 
with any questions.  
   

 

Date of Grant  
   

November 12, 2014  
Option Shares  

   
<Number of Shares Granted>  

Exercise Price per Share  
   

$             
Exercisability  

   
One-sixth of the Option Shares on each of the first, second and third 
anniversaries of the Date of Grant, with the remainder becoming exercisable as 
provided in Exhibit A to the Grant Agreement. Each of those dates is an “ 
Exercisability Date .”   

Term Expiration Date  
   

              ,           



   
HMS HOLDINGS CORP.  

NONQUALIFIED STOCK OPTION GRANT AGREEMENT FOR SENIO R VICE PRESIDENTS  
   

HMS Holdings Corp. (the “ Company ”) has granted you an option (the “ Option ”) under the HMS Holdings Corp. Fourth Amended 
and Restated 2006 Stock Plan (as it may be amended from time to time) (the “ Plan ”).  The Option lets you purchase a specified number (the “ 
Option Shares ”) of Shares of the Company’s common stock, at a specified price per Share (the “ Exercise Price ”).  
   

The individualized communication you received (the “ Cover Letter ”) provides the details for your Option.  It specifies the number of 
Option Shares, the Exercise Price, the Date of Grant, the schedule for exercisability, and the latest date the Option will expire (the “ Term 
Expiration Date ”).  
   

The Option is subject in all respects to the applicable provisions of the Plan.  This Grant Agreement does not cover all of the rules that 
apply to the Option under the Plan; please refer to the Plan document.  Capitalized terms are defined either further below in this grant agreement 
(the “ Grant Agreement ”) or in the Plan.  
   
The Plan document is available on the Merrill Lynch website.  The Prospectus for the Plan, the Company’s S-8, Annual Report on Form 10-K, 
and other filings the Company makes with the Securities and Exchange Commission are available for your review under the Investor Relations 
tab on the Company’s web site.  You may also obtain paper copies of these documents upon request to the Company’s Investor Relations 
department (IR@HMS.com).  
   
Neither the Company nor anyone else is making any representations or promises regarding the duration of your service, exercisability of the 
Option, the value of the Company’s stock or of this Option, or the Company’s prospects.  The Company is not providing any advice regarding 
tax consequences to you or regarding your decisions regarding the Option; you agree to rely only upon your own personal advisors.  
   
NO ONE MAY SELL, TRANSFER, OR DISTRIBUTE THE OPTION  OR THE SECURITIES THAT MAY BE PURCHASED UPON 
EXERCISING THE OPTION WITHOUT AN EFFECTIVE REGISTRA TION STATEMENT RELATING THERETO OR AN 
OPINION OF COUNSEL SATISFACTORY TO HMS HOLDINGS COR P. OR OTHER INFORMATION AND 
REPRESENTATIONS SATISFACTORY TO IT THAT SUCH REGIST RATION IS NOT REQUIRED.  
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In addition to the Plan’s terms and restrictions, the following terms and restrictions apply:  
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Option 
Exercisability  

   

While your Option remains in effect under the Option Expiration section, you may exercise any exercisable portions of 
the Option (and buy the Option Shares) under the timing rules of this section, provided that you may not exercise the 
Option for fewer than 100 full shares at any particular time unless fewer than 100 remain unexercised.  

         
   

   

The Option will become exercisable on the schedule provided in the Cover Letter to this Grant Agreement assuming that 
through each Exercisability Date, (i) if you received the Option in your capacity as an employee of the Company, you 
remain an employee or (ii) if you received the Option in your capacity as a member of the Company’s Board, you remain 
a member of the Company’s Board. Any fractional shares will be carried forward to the following Exercisability Date, 
unless the Committee selects a different treatment. For purposes of this Grant Agreement, employment with the Company 
will include employment with any Affiliate whose employees are then eligible to receive Awards under the Plan. Unless 
the Committee determines otherwise, if an entity employing you ceases to be an Affiliate, your employment with the 
Company will be treated as ended even though you continue to be employed by that entity.  

         
   

   

Exercisability will accelerate fully on your disability or death, including with respect to the Performance Option Shares 
(as defined below). For this purpose, “ disability ” means permanent and total disability as defined by Section 22(e)(3) of 
the Code. Exercisability will continue and increase (until fully exercisable) over the two years following your date of 
Retirement. “ Retirement ” for this purpose means cessation of service on or after attaining age 60 and completing five 
years of service with the Company.  

         
Change in  

   If a Change in Control occurs, your Option will be treated as provided in  
Control  

   

Section 11 of the Plan if, within 24 months following the Change in Control, your employment or service ends on a 
termination without cause (as determined by the Committee or the Board), provided also that the Option will remain 
outstanding for 12 months following such termination but not beyond the Term Expiration Date.  

         
Option Expiration  

   

The Option will expire no later than the close of business on the Term Expiration Date. Unexercisable portions of the 
Option expire immediately when you cease to be employed (unless you are concurrently remaining or becoming a 
member of the Board, or, for a Board member, concurrently remaining or becoming an employee of the Company). If the 
Company terminates your employment or service for cause, the Option will immediately expire without regard to whether 
it is then exercisable.  

         
   

   
Exercisable portions of the Option remain exercisable until the first to occur of the following (the “ Final Exercise Date 
” ), each as defined further in the Plan or the Grant Agreement:  

         
   

   

•      Three months (measured to the corresponding date in the month) after your employment (or directorship) ends if you 
resign or if the Company terminates your employment or service without cause (as determined under the Plan), 
except as provided above under Change in Control  
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   •      For death or Disability, the first anniversary of the date employment or service ends  

         
   

   •      For Retirement, the end of the second year following your date of Retirement  
         
   

   •      The Term Expiration Date  
         
   

   The Committee can override the expiration provisions of this Grant Agreement.  
         
Method of 
Exercise and 
Payment for 
Shares  

   

Subject to this Grant Agreement and the Plan, you may exercise the Option only by providing a written notice (or notice 
through another previously approved method, which could include a web-based or voice- or e-mail system) to the 
Secretary of the Company or to whomever the Committee designates, received on or before the date the Option expires. 
Each such notice must satisfy whatever then-current procedures apply to that Option and must contain such 
representations (statements from you about your situation) as the Company requires. You must, at the same time, pay the 
Exercise Price using one or more of the following methods:  

         
Cash/Check  

   
cash or check in the amount of the Exercise Price payable to the order of the Company;  

         
Cashless 
Exercise  

   
an approved cashless exercise method, including directing the Company to send the stock certificates (or other 
acceptable evidence of ownership) to be issued under the Option to a licensed broker acceptable to the Company 
as your agent in exchange for the broker’s tendering to the Company cash (or acceptable cash equivalents) equal 
to the Exercise Price and, if you so elect, any required tax withholdings;  

         
Net Exercise  

   
by delivery of a notice of “net exercise” to or as directed by the Company, as a result of which you will receive 
(i) the number of shares underlying the portion of the Option being exercised less (ii) such number of shares as 
is equal to (A) the aggregate Exercise Price for the portion of the Option being exercised divided by (B) the Fair 
Market Value on the date of exercise;  

         
Stock  

   
if permitted by the Committee, by delivery of Shares owned by you, valued at their Fair Market Value, provided 
(i) applicable law then permits such method of payment, (ii) you owned such Shares, if acquired directly from 
the Company, for such minimum period of time, if any, as the Committee may establish in its discretion, and 
(iii) the Shares are not subject to any repurchase, forfeiture, unfulfilled vesting, or other similar restrictions; or  

            
   

   
   

any combination of the above permitted forms for payment.  
         
Withholding  

   

Issuing the Option Shares is contingent on satisfaction of all obligations with respect to required tax or other required 
withholdings (for example, in the U.S., Federal, state, and local taxes). The Company may take any action permitted 
under Section 14(c) of the Plan to satisfy such obligation, including satisfying the tax obligations by (i) reducing the 
number of Option Shares to be issued to you in connection with any exercise of the Option by that number of Option 
Shares (valued at their Fair Market Value on the date of exercise) that would equal all taxes required to be withheld (at 
their minimum withholding levels), (ii) accepting payment of the withholdings from a broker in connection with a 
Cashless  
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Exercise of the Option or directly from you, or (iii) taking any other action under Section 14(c) of the Plan. If a fractional 
share remains after deduction for required withholding, the Company will pay you the value of the fraction in cash.  

         
Compliance with 
Law  

   

You may not exercise the Option if the Company’s issuing stock upon such exercise would violate any applicable 
Federal or state securities laws or other laws or regulations. You may not sell or otherwise dispose of the Option Shares 
in violation of applicable law. As part of this prohibition, you may not use the Cashless Exercise methods if the 
Company’s insider trading policy then prohibits you from selling to the market.  

         
Additional 
Conditions to 
Exercise  

   

The Company may postpone issuing and delivering any Option Shares for so long as the Company determines to be 
advisable to satisfy the following:  

         
   

   

   
its completing or amending any securities registration or qualification of the Option Shares or its or your 
satisfying any exemption from registration under any Federal or state law, rule, or regulation;  

            
   

   

   
its receiving proof it considers satisfactory that a person seeking to exercise the Option after your death is 
entitled to do so;  

            
   

   
   

your complying with any requests for representations under the Plan; and  
            
   

   
   

your complying with any Federal, state, or local tax withholding obligations.  
         
Additional 
Representations 
from You  

   

If you exercise the Option at a time when the Company does not have a current registration statement (generally on 
Form S-8) under the Securities Act of 1933 (the “ Act ”) that covers issuances of shares to you, you must comply with 
the following before the Company will issue the Option Shares to you. You must —  

         
   

   

   
represent to the Company, in a manner satisfactory to the Company’s counsel, that you are acquiring the Option 
Shares for your own account and not with a view to reselling or distributing the Option Shares; and  

            
   

   
   

agree that you will not sell, transfer, or otherwise dispose of the Option Shares unless:  
         
   

   

   
a registration statement under the Act is effective at the time of disposition with respect to the Option 
Shares you propose to sell, transfer, or otherwise dispose of; or  

            
   

   

   
the Company has received an opinion of counsel or other information and representations it considers 
satisfactory to the effect that, because of Rule 144 under the Act or otherwise, no registration under 
the Act is required.  
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No Effect on 
Employment or 
Other 
Relationship  

   

Nothing in this Grant Agreement restricts the Company’s rights or those of any of its Affiliates to terminate your 
employment or other relationship at any time and for any or no reason. The termination of employment or other 
relationship, whether by the Company or any of its Affiliates or otherwise, and regardless of the reason for such 
termination, has the consequences provided for under the Plan and any applicable employment or severance agreement or 
plan.  

         
Not a Shareholder  

   
You understand and agree that the Company will not consider you a shareholder for any purpose with respect to any of 
the Option Shares until you have exercised the Option, paid for the shares, and received evidence of ownership.  

         
No Effect on 
Running Business  

   

You understand and agree that the existence of the Option will not affect in any way the right or power of the Company 
or its shareholders to make or authorize any adjustments, recapitalizations, reorganizations, or other changes in the 
Company’s capital structure or its business, or any merger or consolidation of the Company, or any issuance of bonds, 
debentures, preferred or other stock, with preference ahead of or convertible into, or otherwise affecting the Company’s 
common stock or the rights thereof, or the dissolution or liquidation of the Company, or any sale or transfer of all or any 
part of its assets or business, or any other corporate act or proceeding, whether or not of a similar character to those 
described above.  

         
Governing Law  

   
The laws of the State of New York will govern all matters relating to the Option, without regard to the principles of 
conflict of laws.  

         
Restrictive 
Covenants 
Clawback  

   

If the Board or the Committee determines, in its sole discretion, that you violated or are violating any of the Restrictive 
Covenants set forth below under the section titled “Restrictive Covenants,” the Option will immediately terminate 
without regard to whether it is then Vested in whole or in part.  In addition, the Board or the Committee may, in its sole 
discretion, require from you payment or transfer to the Company of the Gain from the Option, where the “ Gain ” 
consists of the greatest of (i) the value of the Option Shares on the date, within the Recovery Measurement Period, on 
which you exercised the Option with respect to such Option Shares, (ii) the value of the Option Shares received upon 
exercise during the Recovery Measurement Period, as determined on the date of the request by the Committee to pay or 
transfer, (iii) the gross (before tax) proceeds you received from any sale of the Option Shares during the Recovery 
Measurement Period, and (iv) if transferred without sale during the Recovery Measurement Period, the value of the 
Option Shares when so transferred.  The Board or the Committee may determine the recoupment method in its sole 
discretion for any portion of the Option transferred (where permitted) before being exercised.  The “ Recovery 
Measurement Period ” means the 12 months before the date of the determination of violation.  The provisions in this 
section are essential economic conditions to the Company’s grant of the Option to you. By acknowledging receipt of the 
grant of the Option hereunder, you agree that the Company may deduct from any amounts it owes you from time to time 
(such as any severance or other payments owed following a termination of employment, as well as any other amounts 
owed to you by the Company, as permitted by applicable law) to the extent of any amounts you owe the Company under 
this Restrictive Covenants Clawback section.  

         
   

   
You acknowledge that you would not be receiving the Option described herein but for your agreement to comply with the 
Restrictive Covenants.  Likewise, you  



   

   
7  

 

   

   

acknowledge that you would be unjustly enriched if you violate the Restrictive Covenants, while being able to retain 
some or all of the Option Shares or the gain associated with them.  Furthermore, you acknowledge and agree that the 
damages for your breach of the Restrictive Covenants are not subject to calculation and that the remedies set forth in this 
Restrictive Covenants Clawback section, therefore, will only reimburse the Company for a portion of the damage 
done.  For this reason, the Company shall be entitled to recover from you any and all damages Company has suffered 
and, in addition, Company will be entitled to injunctive relief.  The parties agree that the forfeiture of the Option and 
payments described in this section are expressly not Company’s exclusive or sole remedy.  

         
   

   

This remedy is in addition to any other remedies that the Company may have available in law or equity with respect to 
breaches of the Restrictive Covenants below.  It is also in addition to, and not in substitution for, any other clawback 
policies that may be adopted from time to time, including any required by Federal law, such as under Section 304 of the 
Sarbanes-Oxley Act of 2002 or the Dodd-Frank Wall Street Reform and Consumer Protection Act.  

         
   

   

Payment is due in cash or cash equivalents within 10 days after the Board or the Committee provides notice to you that it 
is enforcing this clawback.  Payment will be calculated on a gross basis, without reduction for taxes or commissions.  
The Company may, but is not required to, accept retransfer of shares in lieu of cash payments.  

         
Restrictive 
Covenants  

   
In consideration of the terms of this Option and your access to Proprietary Information (as defined below), you agree to 
the Restrictive Covenants set forth below.  

         
   

   

Confidential 
Information  

   
You have or will be given access to and provided with sensitive, confidential, proprietary and/or trade 
secret information (collectively, “ Proprietary Information ”) in the course of your employment. 
Examples of Proprietary Information include inventions, new product or marketing plans, business 
strategies and plans, merger and acquisition targets, financial and pricing information, software of the 
Company in various stages of development, including computer programs in source code and binary 
code form, software designs, specifications, programming aids (including “library subroutines” and 
productivity tools), programming languages, interfaces, visual displays, technical documentation, user 
manuals, data files and databases of the Company, analytical models, customer/client lists and 
information, and supplier and vendor lists and information. You agree not to disclose or use 
Proprietary Information, either during or after your employment with the Company, except as 
necessary to perform your duties or as the Company may consent in writing.  

               
   

   

Non-competition 
and Non-
solicitation  

   
You agree that while the Company employs you and for a period of 12 months after your employment 
ends for any reason, you will not directly or indirectly (whether as an owner, partner, officer, 
employee, director, investor, lender, consultant, independent contractor or otherwise) do any of the 
following:  

               
   

   

      
                                                (i)                                      Compete.  In the geographical area where the Company does business or, at the time 
your employment ends, plans to do business, you will not engage or assist others in  
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engaging in any business or enterprise that competes with the Company’s business, including any 
business or enterprise that develops, designs, produces, manufactures, markets, licenses, sells, renders, 
or provides any product or service that competes with any product or service actually or planned to be 
developed, designed, produced, manufactured, marketed, licensed, sold, rendered, or provided by the 
Company while you are or were employed by the Company; provided that your passive ownership of 
not more than 1% of the outstanding stock of a publicly-held company will not, by itself, violate this 
provision.  For purposes of this Grant Agreement, you agree that the Company does business 
throughout and plans to do business throughout the United States;  

               
   

   

      
                                                (ii)                                   Solicit Clients, Customers, or Accounts .  You will not, either alone or in association 
with others, actually or attempt to solicit, divert, or take away the business or patronage of any of the 
Company’s clients, customers, or accounts, or prospective clients, customers, or accounts, that the 
Company contacted, solicited, or served while you were employed by the Company or about which 
you have Proprietary Information, provided that this provision does not prevent you from soliciting 
clients, customers, or accounts (if you are not using Proprietary Information to do so) for purposes that 
are not in actual or potential competition with the Company;  

               
   

   

      
                                                (iii)                                Solicit or Hire Company Employees and Independent Contractors .  You will not, 
either alone or in association with others, actually or attempt to (x) solicit, recruit or induce any 
Company employee or independent contractor to leave the Company’s service or (y) solicit, recruit, 
hire, or engage as an employee or independent contractor any individual whom the Company 
employed or engaged at any time while you were employed by the Company, except for an individual 
whose employment or other service relationship with the Company ended at least six months before 
the date of your action; and/or  

               
   

   

      
                                                (iv)                               Disclose or Utilize Product Development.   You will not, either alone or in 
association with others, disclose to, or utilize for the benefit of, any entity other than the Company, any 
systems or product development ideas, concepts, or strategies that you or others in communication 
with you explored, generated, initiated, or discussed for potential implementation during your 
employment with the Company, even if the Company has not implemented such ideas, concepts, or 
strategies by the time your employment with the Company ends.  

               
   

   

      
  For the purposes of subsection (ii) “ Solicit Clients, Customers, or Accounts” , the terms “customer,” 
“client,” or “account” as applied to governmental agencies will mean the agency or department for 
which any of the products or services of the Company are sold or performed during the applicable 
period, any related program office, and any agency, department, or office that succeeds to the functions 
of any agency, department, or office to which the Company then provides or within the preceding 12 
months provided goods or services (to the extent that the successor replaces part or all of the customer 
or client to which the Company provided goods or services).  
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EXHIBIT A  

   
The exercisability of 50% of the Shares covered by the Option (the “ Performance Option Shares ”) is subject to the following 

conditions:  
   

A. Service Condition  
   
The Performance Option Shares will become exercisable according to the applicable schedule described in Paragraph C below, provided 

you remain employed by the Company as of each applicable exercisability date set forth below.  
   
B. Performance Conditions  
   
1. The Company’s average closing price per Share as reported on the NASDAQ Global Select Market during at least one measurement 

period (as described below) must be at least 25% higher than the Exercise Price per Share specified in the Stock Option Grant Summary.  
   
2. The measurement period will consist of the applicable trading days in any consecutive 30 (thirty) calendar day period preceding the first, 

second and/or third anniversaries of the Date of Grant.  
   
3. On each anniversary of the Date of Grant (or as promptly as practicable thereafter), the Company will calculate the average closing price 

for the applicable measurement periods preceding such date in order to determine if the performance condition has been satisfied.  
   
C. Exercisability  
   
1. Performance Condition Achieved prior to First Anniversary of Date of Grant . If the performance condition is achieved prior to the first 

anniversary of the Date of Grant, the Performance Option Shares will become exercisable in equal installments pursuant to the following 
schedule:  
   

   
2. Performance Condition Achieved after First Anniversary but before Second Anniversary of the Date of Grant . If the performance 

condition is achieved after the first anniversary but before the second anniversary of the Date of Grant, the Performance Option Shares will 
become exercisable pursuant to the following schedule:  

   

   

General  
   

To the extent that you and the Company agree at any time to enter into separate agreements containing 
restrictive covenants with different or inconsistent terms than those contained herein, you and the 
Company acknowledge and agree that such different or inconsistent terms shall not in any way affect 
or have relevance to the Restrictive Covenants contained herein, and the terms of these Restrictive 
Covenants do not supersede or amend any others currently or in the future in place.  

               
   

   

      
By accepting this Option grant, you agree that the provisions of this Restrictive Covenants section (and 
the related Restrictive Covenants Clawback section) are reasonable and necessary to protect the 
legitimate interests of the Company.  

         
Notices  

   

Any notice you give to the Company must follow the procedures then in effect. If no other procedures apply, you must 
send your notice in writing by hand or by mail to the office of the Company’s Secretary (or to the Chair of the 
Committee if you are then serving as the sole Secretary). If mailed, you should address it to the Company’s Secretary (or 
the Chair of the Committee) at the Company’s then corporate headquarters, unless the Company directs optionees to 
send notices to another corporate department or to a third party administrator or specifies another method of transmitting 
notice. The Company and the Committee will address any notices to you using its standard electronic communications 
methods or at your office or home address as reflected on the Company’s personnel or other business records. You and 
the Company may change the address for notice by like notice to the other, and the Company can also change the 
address for notice by general announcements to optionees.  

         
Amendment  

   

Subject to any required action by the Committee or the shareholders of the Company, the Company may cancel the 
Option and provide a new Award in its place, provided that the Award so replaced will satisfy all of the requirements of 
the Plan as of the date such new Award is made and no such action will adversely affect the Option to the extent then 
exercisable.  

         
Plan Governs  

   

Wherever a conflict may arise between the terms of this Grant Agreement and the terms of the Plan, the terms of the 
Plan will control. The Committee may adjust the number of Option Shares and the Exercise Price and other terms of the 
Option from time to time as the Plan provides.  

Exercisability Date  
   

Proportion of Performance Option Shares Exercisable as  
of the Exercisability Date  

1  anniversary of Date of Grant     One-third of the Performance Option Shares  
2 anniversary of Date of Grant     One -third of the Performance Option Shares  
3  anniversary of Date of Grant     One-third of the Performance Option Shares  

st 

nd 

rd 



   

   
3. Performance Condition Achieved after Second Anniversary but before Third Anniversary of the Date of Grant . If the performance 

condition is achieved after the second anniversary but before the third anniversary of the Date of Grant, the Performance Option Shares will 
become fully exercisable as of such third anniversary pursuant to the following schedule:  
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Exercisability Date  
   

Proportion of Performance Option Shares Exercisable as  
of the Exercisability Date  

1  anniversary of Date of Grant     -0-  
2 anniversary of Date of Grant  

   Two-thirds of the Performance Option Shares  
3  anniversary of Date of Grant  

   One-third of the Performance Option Shares  

st 

nd 

rd 



   

  
4. Performance Condition Not Achieved before the Third Anniversary of the Date of Grant. Except in the event of death, Disability or a 

Change of Control prior to the third anniversary of the Date of Grant (in which case the terms set forth in the Grant Agreement will apply and, 
for the avoidance of doubt, the performance condition will no longer be applicable), if the performance condition is not achieved by the third 
anniversary of the Date of Grant, no portion of the Performance Option Shares will become exercisable and the Performance Option Shares shall 
be forfeited.  
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Exercisability Date  
   

Proportion of Performance Option Shares Exercisable as  
of the Exercisability Date  

1  anniversary of Date of Grant     -0-  
2 anniversary of Date of Grant  

   -0-  
3  anniversary of Date of Grant  

   100% of the Performance Option Shares  

st 

nd 

rd 
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Email Drop Boxes  
   corporate.compliance.@hms.com  

         
Hotline  

   
Convercent  
1-800-461-9330  

         
Intranet Website  
(Requires VPN and 
password to access)  

   

http://intranet.hms.com/Compliance/default.aspx  
•   Code of Conduct, Compliance Policies, Compliance Resources  

         
Training Site  

   HMS Learning Management System  
         
Corp. Compliance   

   

Alexandra Holt; Chief Compliance Officer  
360 Park Avenue South, 17  Floor  
New York, NY 10010  
Email:   
Direct Line:    

         
HMS Federal  

   

Kimberly J. Hornik; Federal Compliance Officer  
  

Direct Line:   
         
HDI  

   

Jennifer Drucker;HDI Compliance Officer  
Email:   
Direct Line:   

         
Security  

   

Scott Pettigrew; Chief Security Officer  
5615 High Point Drive Irving TX 75038  
Direct Line:   
Email:   

         
Legal  

   

Gene DeFelice; EVP, General Counsel & Secretary  
5615 High Point Drive  
Irving, TX 75038   
Email:   

         
HR  

   

Tracy A. South; CAO and EVP, Human Resources  
5615 High Point Drive  
Irving TX 75038  

  
Email:   

th 



   

   

  
   
Our reputation as an industry leader is based on delivering outstanding customer service while upholding the highest standards of integrity.  Our 
business relationships are built on trust, and are sustained by our Core Values of Service, Excellence, Innovation and Integrity.  
   
This Code of Conduct highlights certain requirements for all HMS employees and business affiliates.  It’s not a collection of Company policies 
and procedures, but rather an overview of key principles and certain laws.  It includes references to other resources—Handbooks, Policies and 
Procedures and Training—where legal requirements and procedural details are spelled out in detail.  I expect each of you to read, understand and 
follow our Code of Conduct; please consult it throughout the year as you need to.  You are obligated to uphold our standards of behavior, and 
report immediately any violation of the Code.  If you have questions along the way, use the resources listed on the inside cover of this book and 
on our Intranet.  Each year, you will be asked to complete a Form pledging you will comply with this Code, take training to refresh your 
familiarity with the guidance given here, and communicate candidly about any concerns you have.  
   
Great companies are judged by their actions—great and small.  The Code of Conduct outlines our path.  Please unite with me in living our 
commitment to do the right thing for the right reasons as we pursue our vision to power the healthcare system with integrity.  
   
William C. Lucia  
Chief Executive Officer and President  
HMS Holdings Corp.  
   

HMS Code of Conduct, Last Updated July 2014 
  

 

CEO’S MESSAGE  

   



   
Table of Contents  
   

   

   
OUR RESPONSIBILITIES  
   
Introduction  
   
The HMS Code of Conduct is applicable to HMS Holdings Corp. and all of its subsidiaries’ (collectively “HMS”), employees, officers, 
directors, contractors, contingent workers and business affiliates.  Doing business with integrity is a core value for HMS—we provide world-
class service to our clients through innovation and ethical business practices. You must act with honesty, candor and trustworthiness in all 
Company dealings.  This means you are expected to comply with all laws, rules and regulations that govern our business, maintain an ethical and 
professional work environment, and proactively support company policies. We believe that ethical behavior is promoted by full and open 
disclosure.  You are responsible for asking questions if something is unclear, and speaking up immediately if you suspect unethical or illegal 
behavior.  Our policies forbid any form of retaliation against you for fulfilling this obligation in good faith.  Although the Code is a general 
reference, and can’t cover every situation, it does provide you with clear guidelines. Also included is a list of contacts for you to use in seeking 
advice or reporting concerns.  
   
Certifying Code Acceptance  
   
You must review this Code and annually recertify in writing that you have read, understood, and will comply with it.  You are required to take 
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annual training on the subject matter within the Code.  Managers must communicate the Code of Conduct and relevant HMS policies to your 
teams, and ensure staff complete annual training. Managers must never neglect to address or report a violation of the Code, law or regulation 
committed by someone you manage.  
   
Disciplinary Action  
   
Whether you are an employee, manager, officer or contractor, you may be disciplined or lose your job, if you:  
   
•                   Do not follow this Code or other HMS policies  
   
•                   Break any laws or regulations that apply to HMS  
   
•                   Tell an employee to violate the Code, an HMS policy, a law or a regulation  
   
•                   Fail to provide required information, or provide false information in connection with an investigation, about a violation of the Code, a law 

or a regulation  
   
•                   Retaliate against a person who reports a suspected violation in good faith (regardless of whether the report is made within HMS or to an 

outside law enforcement or government agency) or who cooperates or helps in good faith with an investigation  
   
•                   Neglect to address or report a violation of the Code, or a law or regulation, committed by someone you manage or of which you have been 

made aware  
   
Reporting  
   
Open Door Policy  
   
Our standards are founded on the principles of candor and open access within HMS. Many issues can be resolved before they become problems 
for the company, employees, or the public. Our Open Door Policy encourages you to present ideas, report concerns and ask questions. All 
managers are responsible for supporting this policy by maintaining an “open door” for those reporting matters, and treating such reports and 
discussions with respect.  In our commitment to open communication, we provide different avenues for you to raise issues in good faith, while 
being protected from any retaliation for doing that. They are listed on the inside cover of this document and referenced throughout.  
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Retaliation Prohibited  
   
HMS prohibits retaliation against anyone who in good faith:  
   
•                   Makes a complaint or reports a violation to HMS or any law enforcement or government agency  
   
•                   Cooperates or helps with a government or internal investigation  
   
•                   Provides information to the government or HMS about a breach of law or HMS policy  
   
If you believe that you have experienced wrongful retaliation, you should report the issue immediately by contacting the Hotline or the Chief 
Compliance Officer.  
   
Confidentiality  
   
Sensitivity to confidentiality is a priority, and every effort will be made to protect your identity (if you wish) when reporting an issue. However, 
in some cases it may be impossible to protect your privacy, due to demands of conducting an investigation or certain legal requirements. If you 
want to report your concern anonymously, place a call or go online to the Corporate Hotline.  
   
Anonymous Reporting—THE HOTLINE  
   
The Corporate Hotline provides a direct way to report a compliance or Code of Conduct concern.  The Hotline is managed by an independent 
third party—Convercent—and is available 24 hours a day, 7 days a week, 365 days a year. To reach the Hotline, call toll-free 1-800-461-9330 
or visit the Convercent website at www.convercent.com to report your issue or concern.  The Hotline is operated by specially trained third-
party Representatives from Convercent.  Calls to the Hotline will not be traced or recorded.  Hotline representatives will log information given 
by you in the Convercent System. Your matter is then referred to the appropriate department for investigation and handling.  You can remain 
updated regarding your issue by accessing it via a unique ID number in the system.  
   
Waivers and Amendments  
   
The Company may waive application of this Code of Conduct, on a case-by-case basis, with approval by the General Counsel or Chief 
Compliance Officer.  Nothing herein shall constitute a contractual commitment to any employee.   Amendments are subject to the approval of 
the Board of Directors.  
   
Preventing Fraud, Dishonesty & Criminal Conduct  
   
Each of us has a responsibility to do our job honestly and in compliance with applicable laws, regulations and this Code. Fraud, dishonesty or 
criminal conduct by anyone doing work for, or business with, HMS is not permitted.  
   
Examples of such conduct may include:  
   
•                   Stealing property or information, including intellectual property  
   
•                   Misusing a company or client computer, telephone, e-mail or other resource  
   
•                   Making false records or reports, such as signing another person’s name, altering a document or recording activities which have not been 

performed, falsifying any report such as a government report, or falsifying expenses.  
   
•                   Destroying, changing, falsifying or hiding evidence of any activity that violates this Code of Conduct  
   
If you see or suspect fraud, dishonesty or criminal conduct, you must immediately report the situation to the Corporate Compliance Officer or 
the Hotline.  In conjunction with this obligation, you must cooperate with and be truthful during any HMS investigation.  
   
If law enforcement or another government agency contacts you about possible fraud or criminal conduct, immediately refer the  
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contact to the Chief Compliance Officer or General Counsel.  
   
COMPETING FAIRLY  
   
At HMS, we are committed to ensuring we compete within the boundaries of the law.. This means, among other things, abiding by all laws that 
apply to our sales and contracting activities in all locales in which HMS does business.  We do not use unfair methods of competition, or unfair 
or deceptive acts or practices in commerce.  Among other things:  
   
We will:  
   
•                   Compete fairly and honestly for business  
   
•                   Deal fairly with clients and business partners  
   
•                   Describe our products and services accurately  
   
•                   Be truthful and accurate in proposals, bids, contracts and other certifications  
   
We will not:  
   
•                   Disparage our competitors’ products and services.  
   
•                   Wrongfully use confidential or propriety information belonging to a third party.  
   
•                   Accept, solicit, or provide kickbacks or illegal payments to anyone.  
   
•                   Mislead customers through false statements or other deceptive practices.  
   
Antitrust and Competition  
   
Antitrust and competition laws protect free competition and consumers. While these laws are complex, they would, for example,  prohibit 
agreements between HMS and competitors that unreasonably restrain trade which can include agreements that concern prices, terms of sales, 
costs, profits or margins, sales volumes, capacity, market shares or territories, rigging bids or boycotts (e.g. of a customer or supplier).  The 
antitrust and competition laws also prohibit conduct to monopolize markets by unfair or illegal means.  
   
Below are examples of certain areas in which antitrust and competition laws may limit permissible conduct and you should consult with the 
Legal Department for guidance in advance in any area (not just these) where there are potential antitrust concerns:  
   
•                   Discussions or other contacts with competitors  
   
•                   Refusals to do business with others  
   
•                   Tying of services or other products (i.e. where the sale of one type is conditioned on the purchase of a second type)  
   
•                   Selling below cost  
   
•                   Practices that could foreclose competition in areas where HMS has significant market share  
   
•                   Price discrimination (i.e. selling to two or more purchasers at different prices)  
   
•                   Conduct or arrangements that may make it difficult for competitors to obtain needed inputs or sell their own services or other products.  
   

If you are responsible for sales, contracting and other areas of the business where antitrust and competition laws may apply, you must be 
aware of them and their implications.  Ask for advice of the Legal Department if you are unsure about appropriate conduct in a particular 
situation.  
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Business Intelligence  
   
In today’s environment, there is ready access to public information about other companies and their services.  It’s not unethical or illegal to have 
and make use of public information in conducting business.  You are free to gather intelligence about companies from public sources such as 
web sites, published articles, advertisements, brochures, public presentations and the like.   Information from outside vendors and consultants 
can also be a useful business tool, however, care must be taken not to receive from or provide to such persons inappropriate competitively 
sensitive information.  Please consult with the Legal Department for appropriate guidelines when dealing with such third party information 
sources.   You may contract with an outside vendor to gather business information, if the contracting process and scope of engagement is 
approved. But you may only accept business information about other companies when the receipt and use of it are lawful and ethical, and do not 
violate anyone’s confidentiality obligations.   You must never use, or ask any third party to use, unlawful or unethical means such as 
misrepresentation, deception, theft, spying, or bribery to gather business intelligence.  
   
Trade Associations  
   
Trade association meetings and other such gatherings serve legitimate and worthwhile purposes.  However,  when such meetings bring together 
competitors, care must be taken to discuss only permissible subjects.  Even comments made in jest about impermissible topics must be avoided 
as such comments can be misinterpreted and misreported.   If a conversation in a trade association meeting context should turn to any kind of 
potentially anti-competitive discussion, you should politely refuse to discuss the matter and leave the conversation immediately.  
   
Bribery and Corruption  
   
HMS forbids payments of any kind to any person either to obtain advantage in selling goods and services, or to advance our interests with 
government authorities.  Any such payment, made anywhere, violates HMS’s policies and procedures.  
   
Governmental  
   
Most places where we do business have laws forbidding the making, offering, or promise of any payment or anything of value—directly or 
indirectly— to a government official , if such payment is intended to influence an official act, or decision to award or retain business. For this 
reason, no payments, gifts, or services intended to influence, or even appearing to influence, a government official’s actions may be given.  
   
Further Note on the Foreign Corrupt Practices Act (FCPA)  
   
The FCPA prohibits knowingly offering, promising, or authorizing to pay money or “anything of value” directly or indirectly to any non-U.S. 
government official, political party or official of a political party, or candidate for political office with the intention of corruptly influencing such 
official to obtain or retain business or to otherwise secure any improper business advantage.   A non-U.S government official may include a 
person acting in an official capacity for or on behalf of a government agency, department, instrumentality, or public organization. This includes 
an entity that is owned or controlled by the government or any entity hired to review and accept bids for a government agency.  Further, 
payments made to non-U.S. government officials as a means of illegally or improperly influencing regulatory or other government action, 
including reducing customs duties, income taxes, sales taxes, or to collect an outstanding debt, are prohibited.  Therefore, each  
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business originator should perform thorough due diligence when considering agents or third parties to represent HMS’s interests outside the 
United States. We have approval requirements for such consultants and for related contract terms.  Please contact the Legal Department with any 
questions about the FCPA or about contracting with offshore entities.  
   
Commercial  
   
HMS also prohibits “commercial bribery.”  Commercial bribery refers to the furnishing of something of value to an intermediary (e.g., an 
employee of a customer), with the intent to influence an entity’s commercial conduct. HMS prohibits any employee, consultant, middleman, or 
other agent acting on such individual’s behalf or on behalf of the Company from directly or indirectly engaging in commercial bribery.  
   
Personal  
   
You should never offer, pay, or receive bribes or kickbacks from anyone; to do so will subject you to civil or criminal penalties. You should 
immediately notify the Chief Compliance Officer about any payment or gift that is offered to or requested from you in conjunction with doing 
business, or that you believe may be a bribe, kickback, or otherwise improper. Never offer or accept personal loans or guarantees (e.g., 
preferences or discounts not offered widely) to or from clients, business providers or our competitors.  
   
Gifts & Business Courtesies  
   
While the exchange of business courtesies can help build business relationships, accepting or providing gifts under certain circumstances can 
harm your reputation and the reputation of HMS. You must seek guidance from Compliance or the Legal Department to distinguish between 
appropriate situations that build relationships and inappropriate situations that create or appear to create conflicts of interest or violate applicable 
law.  
   
Governmental Employees  
   
All governmental employees are subject to strict limitations on what they are allowed to accept in the nature of “gifts” from contractors such as 
HMS.  The definition of what constitutes a prohibited gift or promise is often broad, but usually covers entertainment, food or beverages, 
attendance at corporate events where free food and drink are available, tickets to shows or sporting events, offers of employment, and a wide 
range of other items that have a monetary value.  Because HMS does business with so many governmental entities, it is HMS policy that no 
gifts, entertainment, meals, lodging or travel may be provided to a government official or employee or to any other person because of that 
person’s relationship to the governmental official or employee.  Also you must avoid making or discussing any promise or offer of anything that 
might benefit that person as an individual.  Discussions or communications regarding any consideration of employing a government employee 
by HMS should only be undertaken after approval by the Chief Compliance Officer.  
   
Others (other than government employees)  
   
The safest course of action is not to give or receive any gifts at all. However, circumstances may arise where that’s not possible. If you must give 
or receive a gift, inexpensive or promotional items are appropriate if the item is widely available to others and if the exchange is legal. Even 
inexpensive gifts should not be given or accepted if they are intended as, or could be perceived to be, a bribe or an attempt to influence business 
decisions. Ask the Chief Compliance Officer for help any time you are unsure about giving or receiving a gift.  
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Generally, gifts valued at more than $25.00 to or from one person are not appropriate. Group gifts — those meant for, or received on behalf of, 
multiple people, e.g., a unit, office, department, etc.—can exceed this limit, but must be reasonable in relation to the size of the group and 
purpose for the gift. Also, you may not accept or give gifts of cash or cash equivalents, such as gift certificates or gift cards regardless of the 
amount. If you are offered or receive an expensive or inappropriate gift, politely refuse by explaining HMS’s policy on accepting gifts.  
   
Any gifts given must be accurately and fully disclosed in the appropriate expense report with enough detail to reflect the true nature of the 
expense and the full names and business affiliations of those involved.  
   
If you believe an exception to this policy is warranted in a particular circumstance, you must discuss the situation with, and obtain approval 
from, the Chief Compliance Officer.  
   
Political Activities  
   
HMS encourages everyone as individuals to participate in the political process.  But in so doing you may not give the impression that you speak 
or act on behalf of the company. Never use HMS resources—such as work time, email, phone systems, or personnel—to engage in personal 
political activities.  
   
Political contributions  
   
Federal law allows federal candidates, political parties and political action committees (PACs) to receive contributions from a company-
sponsored PAC. HMS has established a PAC, which raises voluntary contributions from HMS associates at the Director level and above.  All 
donations to the company-sponsored PAC must be voluntary. No action—favorable or unfavorable— may be taken by the company based on an 
associate’s decision to donate or not to donate, or the amount of the donation. Furthermore, it is inappropriate for any supervisor to pressure an 
employee to make a donation to the PAC.  
   
Federal law allows HMS’s corporate resources to be used to support the administration of the HMS PAC, but prohibits HMS resources from 
being used to make contributions to any candidate, party or PAC in connection with a federal election.  Some states and localities allow political 
contributions by corporations. The company makes political contributions in some of the states where corporate contributions are permitted.  
Any political contribution made by the HMS PAC must fall within the limits and restrictions of all applicable laws and must be properly 
reported.    Any other corporate political contribution must be approved in advance by the Chief Compliance Officer. Making an illegal 
contribution, or failing to properly report a legitimate contribution, is a violation of HMS policy.  
   
“Pay To Play” Prohibition  
   
HMS has adopted a pay to play policy that, among other things, bans any individual or related party political contributions which might be made 
in an attempt to influence the award of business in violation of applicable law.  All employees are required to read and understand any HMS 
policies including any of those relating to pay to play. This also includes a specific pre-clearance requirement for any contributions to a state or 
local office holder by employees (or related parties as specified and defined by the policy) employed in government sales who are client facing, 
employees with the title of VP or above, all government relations employees, and Board members.  Such preclearance will be made to and by the 
Chief Compliance Officer.  
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Lobbying  
   
Lobbying is the practice of communicating with government officials about matters that are important to HMS. Lobbying is strictly regulated by 
Federal, State, and local government rules and our own policies.  Be aware that:  
   
•                   Only the VP of Government Relations may hire lobbyists using forms approved in advance by the legal department.  No contingent fee 

payments to lobbyists are permitted. It is the responsibility of the VP of Government Relations to manage those relationships to ensure 
compliance with applicable law, including registration and reporting obligations incurred by individual lobbyists, company employees, and 
the company.  

   
•                   There are specific, detailed federal, state, and local rules regarding the use of corporate funds to procure or lobby for a government contract  
   
•                   HMS  does not use resources to lobby for, or influence the award of, any government business  
   
You may not conduct illegal lobbying activities, or fail to properly report legitimate efforts to influence policy making.  If you have questions, 
please contact the VP of Government Relations, the Chief Compliance Officer, or the General Counsel.  
   
Conflicts of Interest  
   
It is the policy of HMS that its employees, officers, directors, contractors, and contingent workers avoid conflicts of interest, except those fully 
disclosed in advance to the Chief Compliance Officer (with all relevant information) and formally waived in writing. The waiver may include 
conditions such as mitigations.  
   
A conflict of interest is any situation where the interests of HMS are adverse to the interests of the employee, officer, director, contractor, or 
contingent worker where that individual’s personal or financial interests conflict with HMS’s.  The term HMS’ interest should be construed very 
broadly and include customers and prospects, potential market opportunities,   and other business interests.  We expect our employees, officers, 
directors, contractors, and contingent workers to avoid real or apparent conflicts of interests.  
   
Examples of a conflict of interest  
   
Examples of a possible conflict of interest include, but are not limited to the following. You may have a conflict of interest if you, a family 
member, or a member of your household:  
   
•                  Has a financial interest in any business or government entity that is a customer or supplier, or that otherwise does business with HMS, or is 

a competitor of HMS  
   
•                   Performs work (as an employee, officer, director, consultant or agent) for any of the above entities  
   
•                   Works, or serves as an officer, director or advisor, for a nonprofit or political organization whose interests intersect with HMS’s businesses 

or with our position on a public policy  
   
•                   Benefits personally from opportunities or resources that came to you as a result of your work at HMS  
   
•                   Has an outside job or interest that interferes with your ability to do your job  
   
•                   Acquires a significant ownership interest (more than one-tenth of 1%) in any business other than a privately held family business.  
   
You may not assume a position as a director, officer or related position with another for-profit business while still employed at HMS without 
prior approval. Before seeking or accepting such a position,  
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you must report the proposed affiliation to the Chief Compliance Officer. 

If you believe you have an actual or possible conflict of interest, report it with all relevant information to the Chief Compliance Officer. 

In addition (and as discussed under the “Business Opportunities” section of the Code, you must present all corporate opportunities to the 
Company.  

Directors and Section 16 officers should report possible conflicts in advance to the General Counsel (along with relevant information). The 
General Counsel will consult with the Chairman of the Board or other members of the Board of Directors, as appropriate, and formally respond. 

Governmental Contracting and Procurement 

HMS is a responsible and reputable governmental contractor. We conduct our government contracting obligations in a manner compliant with all 
laws, regulations and ethics rules governing this business arena. We hold ourselves to high standards of business conduct and integrity, and we 
hold any subcontractors involved in government contracts to the same standards.   It is HMS’s policy to use consultants, agents or other 
professional service independent contractors only for legitimate, legal purposes.  HMS will enter into agreements only with business partners, 
companies, consultants or other agents believed to have a record of, and commitment to, integrity.  Contractors and consultants engaged on U.S. 
government projects are required to undergo background checks to verify that they are not suspended or debarred or otherwise excluded from 
performing government contracting work or on a list of suspected terrorists.  

In government procurement processes, we do not improperly obtain, use or disclose government source selection or non-public proprietary 
information, such as bid or proposal prices, technical evaluation plans, competitive range determinations or ranking of proposals.  

It is also HMS policy to: 

•  Follow the laws, rules, regulations and requirements of contractor conduct in the Federal Employees Health Benefits Program (FEHBP),
Medicare, Medicaid and other U.S. government programs

•  Adhere to laws that apply to government contracting and procurement in the states and locales where we do business. This includes, for
example, the Federal Acquisition Regulations (FAR), the Procurement Integrity Act, federal and state employment, equal opportunity and
affirmative action laws, the False Claims Act (FCA) and anti-corruption laws such as the U.S. Foreign Corrupt Practices Act. Laws,
regulations and ethics rules vary by state and locality. Consult the General Counsel with any questions.

•  Require provision of current, and accurate and complete information for all government contracts.
•  Never give or agree to give anything of value to government customers, employees or third parties to influence the award or renewal of a

government contract.
•  Protect procurement integrity processes and confidential information associated with same.

Attestations 

Some government contracts require HMS to certify that we did not violate procurement laws or regulations in winning the contract. If you are 
asked to sign a certificate or disclosure related to a government contract, you must be authorized to do so.  Consult the General Counsel if you 
have any questions regarding certifications and disclosure requirements.  
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Notification Requirements  
   
•                   Promptly contact the General Counsel if any part of a government, including a U.S. or State Inspector General, Department of Justice, or 

the Office of Civil Rights contacts you regarding a situation or matter.  
•                   Notify the Chief Compliance Officer immediately if you have been suspended, debarred, or excluded from working with any government 

funded or sponsored program or contract. This includes Medicare and Medicaid. You must also tell the Chief Compliance Officer if you 
know of any other reason why you might not be permitted to perform work related directly or indirectly to a government funded or 
sponsored program or contract, or if you know of anyone who works for or is affiliated with HMS who is in this situation.  

   
Accurate Representations  
   
Correspondence, reports and other documents that contain substantive opinions, conclusions or determinations or that legally bind HMS or its 
subsidiaries must be signed by or under the control of HMS leadership with legal authority to bind the company.  HMS staff and business 
partners such as subcontractors must represent their titles, roles, professional qualifications and certifications accurately.  
   
Mandatory Obligation to Disclose Certain Misconduct in Governmental Contracting  
   
The Federal Acquisition Regulation (FAR) requires the mandatory disclosure of credible evidence of federal criminal law violations involving 
fraud, conflict of interest, bribery or gratuity violations, as well as claims under the Civil False Claims Act, and significant overpayments. This 
mandatory disclosure obligation continues up to three years after contract end.  
   
In order to comply with these obligations, you must immediately report any issues that could potentially constitute a violation of criminal or civil 
law, or significant overpayment on a government contract to the Chief Compliance Officer and/or the General Counsel, or the Hotline.  
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OUR COMPANY  
   
Respect in the Workplace  
   
HMS seeks to create a workplace that is inclusive and safe for our employees, officers, directors, contractors, contingent workers and business 
partners.  Our policies and programs are designed to promote fairness for all individuals and foster an organization where diversity and inclusion 
are valued.  We endeavor to treat one another with courtesy and collaborate to achieve results.  We do not tolerate unlawful discrimination, 
unlawful harassment, or unlawful retaliation.  
   
Fair Employment Practices  
   
We base employment decisions, including selection, development and compensation decisions, on an individual’s qualifications, skills and 
performance. We do not base these decisions on personal characteristics or status, such as sex, genetic information, pregnancy (including 
childbirth, breastfeeding, and related medical conditions), disability, predisposing genetic characteristics, sexual orientation, gender identity, 
gender expression, race, color, religion (including religious dress and grooming practice), creed, national origin, citizenship, ancestry, age, 
ethnicity, marital or familial status, HIV/AIDS status, political affiliation, military or veteran status, domestic violence victim status, or any other 
legally protected status (“Personal Characteristic”).   Discrimination based on Personal Characteristics is against company policy.  
   
Unlawful Harassment-free workplace  
   
We require a workplace that is free from unlawful harassment. We do not tolerate inappropriate behavior or harassment involving employees, 
officers, directors, contractors, contingent workers or business partners, including when it is based on the characteristics or statuses described 
above.  
   
Unlawful harassment is any behavior that relates to a protected Personal Characteristic such as those outlined above and that unreasonably 
interferes with a person’s job performance or creates a workplace that is unreasonably intimidating, hostile or offensive.  
   
We refrain from unwelcome or potentially offensive conduct which may include, but is not limited to, offensive jokes, slurs, epithets or name 
calling, physical assaults or threats, intimidation, ridicule or mockery, insults or put-downs, offensive objects or pictures, and interference with 
work performance.  
   
In addition, we do not tolerate sexual harassment which includes a broad spectrum of conduct including harassment based on gender, 
transgender and sexual orientation (meaning one’s heterosexuality, homosexuality, or bisexuality).  Sexual harassment is defined as “unwelcome 
sexual advances, requests for sexual favors, and other verbal or physical conduct of a sexual nature” when:  
   
•                   Submission to such conduct is made either explicitly or implicitly a term or condition of an individual’s employment.  
   
•                   Submission to or rejection of such conduct by an individual is used as the basis for employment decisions affecting such individual.  
   
•                   Such conduct has the purpose or effect of unreasonably interfering with an individual’s work performance or creating an intimidating, 

hostile, or offensive working environment.  
   
Harassment on the basis of sex may also include the following types of conduct:  

   
10  

   
1.               Threatening negative employment action if sexual favors are not granted, or promising preferential treatment for submitting to sexual 

favors (often called “quid pro quo” sexual harassment).  
   
2.               Unwanted sexual advances, whether or not they involve physical touching; propositions; comments about a person’s sexuality or 

sexual experiences; sexual gestures, noises, remarks, or jokes; or comments about a person’s body.  
   
3.               Intentional physical conduct which is sexual in nature, such as touching, pinching, patting, grabbing or brushing against someone else’s 

body; or blocking the movement of another employee with one’s body.  
   
4.               Displaying or publicizing in the workplace any materials that are sexually overt, demeaning or pornographic.  
   
5.               Demeaning language, graphics or conduct directed at a person or persons because of gender, regardless of whether such language, 

graphics or conduct is sexual in nature.  
   

In the event that you have suffered from unlawful harassment or witness or are aware of unlawful harassment against others occurring anywhere 
within the Company, you are encouraged to report it the Hotline or to the Corporate Compliance Officer.  
   
For additional information, please refer to the HMS Employee Handbook.  
   
Security and workplace violence  



   
Security is everyone’s concern at HMS. We do not allow unauthorized or unwanted persons to trespass on HMS property. Each of us must be 
aware of specific security concerns that may exist at our workplace and report any suspicious persons or activities.  
   
It is against HMS policy to bring weapons, firearms, ammunition, explosive devices and dangerous or illegal substances onto HMS property. We 
do not tolerate acts or threats of violence, either verbal or physical.  Report any danger or threat immediately to Corporate Security and/or to 
your local police.  
   
Healthy and Safe Environment  
   
We are committed to employee health and safety at all of our facilities. It is each of our responsibility to follow the rules and procedures 
established at our facilities to ensure a healthy and safe working environment. These include always complying with all relevant environmental 
and safety laws and avoiding unsafe activities and conditions.  If you are a manager, you must ensure that your direct employees are trained on 
the safety and environmental practices applicable to their jobs and implement and enforce all applicable regulations and policies. You must 
investigate all safety, health and environmental issues that come to your attention, and refer any issues of potential noncompliance to your 
manager or Corporate Security.  
   
Alcohol and drugs  
   
You must come to work free from the negative effects of drugs or alcohol, capable of performing your job duties. HMS’s Alcohol and Drug 
policy does not allow you to abuse or to unlawfully make, distribute, dispense, possess, use, transfer, solicit, purchase or sell:  
   
•                   Alcoholic beverages  
   
•                   Controlled substances  
   
•                   Illegal or prescription drugs  
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This policy applies while you are on HMS property and while you are doing HMS business anywhere. You can review this policy and HMS’s 
Drug Screening Policy in the HMS Employee Handbook.  
   
Proper Use of HMS Resources  
   
HMS’s resources are intended for HMS business only. Their use must be legal and proper. Resources include time, equipment and supplies, 
documents, and the information in our computing and communications systems.  
   
HMS may monitor or inspect information systems, e-mail, Internet use, computer files, or anything kept on company property. HMS may do this 
at any time for any company purpose. Employees have no expectation of privacy regarding these systems, email, Internet use, computer files, 
telephone voicemail, computers, information maintained, stored or transmitted on them, or anything that is maintained on company property.  
   
Electronic communications  
   
Electronic communications—e-mail, the Internet, social media applications—can be useful business tools. You are to use these electronic 
communications tools legally, wisely and responsibly, and do so in a professional and respectful manner. We obey all applicable laws 
concerning copyright, trademarks, privacy, and financial disclosures.  In addition, your electronic communications must comply with the 
Company’s Fair Employment and Unlawful Harassment policies.  
   
You are responsible for all of your company communications — this includes e-mail or contact via social media websites, such as LinkedIn®, 
Twitter, or Facebook.  Whenever you are identified as an HMS employee make sure you don’t make statements that anyone could interpret as 
being HMS’s corporate statement  — you should use a disclaimer such as: “The views expressed in this post are my own and are not endorsed 
by or on behalf of HMS.” Always protect HMS’s confidential or proprietary information.  For additional guidance, see HMS’s Social Media 
Policy.  
   
Business opportunities  
   
Business opportunities that come to you through access to HMS property or information, or through your position at HMS, belong to HMS. 
They may not be used for your benefit or the benefit of a friend or family member. You may not compete with HMS.  If you leave or are no 
longer affiliated with HMS, company property, resources and confidential information remain with HMS and HMS’ property.  
   
Honoraria and fees from others  
   
You may be asked to participate in professional activities, professional fora or surveys that are related to HMS or our business interests. For 
example, you may be asked to serve on a committee or make a speech. You may not be paid a fee (often referred to as an honorarium) for this 
work. In general, you may accept an offer to cover reasonable travel and lodging costs as long as other committee members or speakers who are 
not HMS employees are treated equally.  Such activities must be approved in advance by your supervisor and scheduled at times so as not to 
interfere with company business.  
   
Public Speaking and Published Works  
   
Public speeches and published works, such as books and magazine articles, offer excellent opportunities for HMS to present topics and ideas of 
interest to business and professional audiences. Any speech or published work on a professional topic by an HMS employee could be perceived 
to represent HMS’ position. Therefore, such speeches and published works must be pre-approved before any company time or resources are 
committed to them and  
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before they are released. Pre-approval must be obtained from Corporate Communications.  
   
Charities and Community Service  
   
HMS is dedicated to helping people in need in our communities where we live and work.  You may make contributions of personal time or 
financial resources to charitable, educational and community-service organizations and HMS supports such efforts through Volunteer Paid Time 
Off and HMS Helps. If, however, an organization you are involved with seeks to do business with HMS — for example, a charity that is 
contemplating retaining HMS’ services — you must make full disclosure to your manager or one of the resources in this Code. You may be 
required to excuse yourself from making or participating in any decision on behalf of HMS that concerns or impacts the charity.  
   
Business hospitality, entertainment, travel and meals  
   
HMS pays your travel and related expenses, as permitted by our Travel and Entertainment Reimbursement Policy. In general, others should not 
pay for these costs.  You may occasionally offer or accept meals or entertainment offered in conjunction with meetings to discuss HMS business; 
provided nothing may be offered to any government employee.  At least one HMS employee must be present at each such event.  Lavish, 
expensive, or exclusive meals and entertainment are not acceptable.  
   
Proper Use of Intellectual Property  
   
You must respect the proprietary rights of others by complying with all applicable laws and agreements that govern such matters. The products, 
services, ideas, concepts, and other information we produce on a daily basis are proprietary assets of HMS. Various laws, and good intellectual 
property practices regarding maintaining confidential information, enable HMS to protect these assets.   Examples of confidential or proprietary 
information include marketing plans, sales and marketing data, customer and employee records, operations information, and processes, personnel 
information, research and technical data, technical processing techniques, pricing information, strategies, and information pertaining to new 
products and services. You are expected to protect HMS’s intellectual property — including its patents, trade secrets, copyrights, trademarks, 
scientific and technical knowledge, know-how, and the experience developed in the course of the Company’s activities.  
   
Unless you obtain the intellectual property owner’s specific prior consent, you may not copy, distribute, display, perform, or modify third-party 
copyrighted or trade secret materials or conduct peer-to-peer or other file sharing of copyrighted materials. A work may be protected by a 
copyright even if there is no notice on the work.  
   
You are prohibited from disclosing to the Company or using during your employment any proprietary and confidential information you obtained 
from a prior employer.  
   
Safeguarding Information  
   
We keep confidential and proprietary information about HMS, its business, products and services, as well as our vendors, customers and 
employees, and all those who do business with us, confidential.  You are expected to maintain it safe from inappropriate access, use or 
disclosure. We comply with applicable national, state, local and municipal privacy, data protection and security laws.  
   
•                   Confidential information is any nonpublic information that is gathered,  
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developed or produced by or for or in the possession of HMS.  

•                   Nonpublic information is any information that is not known by or available to the general public.  
•                   Proprietary information is nonpublic information that is created, recorded, or used in support of HMS business or the business of another 

company. This information is owned by HMS or the other company.  
   
Examples of Confidential and Proprietary Information  
   
•                   Personal information, including—Name, address, date of birth, gender, Social Security or ID number, member ID number, cardholder data 

and other nonpublic personal information. Or, financial, health or other information about a person that is not public.  
•                   Proprietary and nonpublic information about anyone who does business with HMS, such as employees, clients, subcontractors, providers 

and shareholders.  
•                   Any information that could help or harm our ability to meet our business goals.  
•                   Information that is owned or provided by a third party and made known to HMS under a non-disclosure, confidentiality or data use 

agreement.  
   
Guidelines for Safeguarding  
   
You are responsible for the protection and privacy of any HMS confidential and proprietary information under your control. Failure to do so may 
result in discipline, including the loss of your job.  
   
We:  
   
•                   Access, use, view or send confidential information only if authorized, and there is a valid business reason to do so  
•                   Do not reveal proprietary or confidential information to anyone outside HMS unless authorized  
•                   Respect the confidential information and trade secret information of other companies. Never accept, keep or use improperly obtained 

information  
•                   Do not ask another person to improperly disclose information  
•                   Never post or reference confidential or nonpublic information on any social media site  
•                   Comply with HMS’s HIPAA Privacy and Security Policies  
•                   Properly dispose of HMS information.  
•                   Never destroy a document that could be relevant to an anticipated or pending lawsuit or investigation. If you have questions about these 

issues, seek direction from internal legal counsel.  
   
When you leave HMS  
   
When your HMS job or affiliation ends, you must immediately return any HMS confidential or proprietary information (including all copies 
regardless of media).  You may not use or disclose this information to an unauthorized entity, such as a different employer or company. HMS 
may ask to inspect any materials you have when you leave, to prevent unauthorized removal of information. If you have signed an agreement 
with HMS requiring continued cooperation, confidentiality, or non-solicitation of employees, you will need to honor those obligations after 
leaving HMS.  
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SHAREHOLDERS AND THE PUBLIC  
   
Record keeping & Accounting Controls  
   
It is HMS policy to keep books, records and accounts in a way that shows a fair, complete and accurate accounting of all business transactions 
and use of assets. Our records must reflect reasonable detail to show the true nature of expenses and other transactions, who was involved, and 
any affiliation to HMS or third parties, such as government entities.  
   
We will never alter or falsify an HMS company record. Unless permitted by applicable law or regulation, we do not execute off-balance sheet 
transactions, arrangements and obligations or maintain unrecorded funds or assets. If such transactions are allowed, we disclose them as required 
by the U.S. Securities and Exchange Commission or other applicable rules or regulations.  
   
Officers and managers are expected to build and maintain an internal accounting system with controls that prevent unauthorized, unrecorded or 
inaccurately recorded transactions, and result in preparation of financial statements based on generally accepted accounting principles.  
   
Managers also must ensure that third parties who create or update HMS records follow the same rules, where appropriate.  
   
Money Laundering & Accounting Fraud  
   
Money laundering is defined as the process of converting illegal proceeds so that funds are made to appear legitimate and can thereby enter the 
stream of commerce. It is not limited to cash transactions.  HMS forbids engaging in or knowingly assisting in money laundering  
   
It is your responsibility to report any unrecorded funds or assets or false or artificial entries in the books and records of the Company if you 
become aware of them.  If you learn of or suspect accounting fraud, report it immediately.  
   
Company Records Management  
   
HMS has records retention and disposal policies and procedures to ensure that Company Records are maintained, stored, and, when appropriate, 
destroyed in accordance with HMS’s and/or client policies, and in compliance with applicable legal, regulatory, environmental, tax, 
employment, and trade requirements. You are expected to be familiar with the specific requirements of your business and location, as well as 
with applicable corporate procedures. You must preserve all relevant documents, regardless of typical document destruction practices (which 
must cease relating to such documents) if you are aware of a threatened or actual legal claim, lawsuit, or government investigation, or a legal 
request for such documents, or if an executive of the Company has requested that you stop.  In this context, the term “document” is to be 
construed very broadly and includes both paper copies, email and electronic, notes, calendars, and other media.  Such documents are to be 
preserved unless authorized in writing by the General Counsel.  
   
Improper Influence on Conduct of Auditors  
   
You are prohibited from directly or indirectly taking any action to coerce, manipulate, mislead or fraudulently influence the Company’s 
independent auditors for the purpose of rendering the financial statements of the Company materially misleading. Prohibited actions include but 
are not limited to those actions taken to coerce, manipulate, mislead or fraudulently influence an auditor: (1) to  
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issue or reissue a report on the Company’s financial statements that is not warranted in the circumstances (due to material violations of generally 
accepted accounting principles, generally accepted auditing standards or other professional or regulatory standards); (2) not to perform audit, 
review or other procedures required by generally accepted auditing practices or other professional standards; (3) to withdraw an issued report; or 
(4) not to communicate material matters to the Company’s Audit Committee of the Board of Directors.  
   
Insider Trading  
   
Insider trading refers to the illegal practice of trading securities while possessing “material nonpublic information” about a company.  Related 
illegal acts include tipping others to trade based on material non-public information.  
   
“Material” information is information that a reasonable investor would think is important when making a decision about buying, holding or 
selling a company’s securities. Information that affects the price of HMS’s or another company’s stock may be “material.”  
   
Insider trading is unethical and illegal under U.S. federal and other local securities laws. It is generally illegal for any person who possesses 
“material nonpublic” information about a company to buy or sell stock, options or bonds or other debt instruments of that company, or to tell or 
“tip” anyone else by communicating the nonpublic information to them.  
   
You must follow all insider trading and securities laws, regulations and policies (including HMS’s “blackout policy” which prohibits trading in 
HMS’s securities during specified time periods) applicable to securities transactions and nonpublic information. Insider trading will be dealt with 
firmly by HMS, and both you and HMS could face civil and criminal penalties for insider trading.  
   
For questions, employees and officers and Directors should contact the General Counsel.  
   
Some Examples of What May Constitute “Material” Information  
   
•                   Financial results or expected results for the quarter or the year  
•                   Possible mergers or acquisitions or financing transactions  
•                   Major changes in customer relationships  
•                   Winning or losing an important contract  
•                   Information about new products  
•                   Changes in senior management  
•                   Major lawsuit or regulatory developments, including fines or sanctions  
   
Whether or not information is “material” may depend on the facts and circumstances.  If you are unsure, contact the General Counsel for 
guidance.  
   
Media & Public Inquiries  
   
It is HMS policy to deliver accurate and reliable information to the media, financial analysts, investors, brokers, and other members of the 
public. All public disclosures, including forecasts, press releases, speeches, and other communications, will be honest, accurate, timely, and 
representative of the facts. To ensure consistent, accurate delivery of Company information, employees are not authorized to answer questions 
from the news media, securities analysts, investors, or other members of the public regarding Company activities.  If approached for 
information, you must record the name of the person making the inquiry and immediately notify Corporate Communications.  

   
16  

 



   
Code of Ethics for Senior Financial Officers  
   
Under the Sarbanes-Oxley Act of 2002 and related Securities and Exchange Commission (SEC) rules, HMS is required to disclose whether it has 
adopted a written Code of Ethics for its Senior Financial Officers and the Chief Executive Officer (CEO). Any amendments to, or implicit or 
explicit waiver of, the Code of Ethics for Senior Financial Officers and the CEO must be publicly disclosed as required by SEC rules. “Senior 
Financial Officers” means HMS’s principal executive officer, principal financial officer, principal accounting officer or controller, or persons 
performing similar functions, and such other personnel of HMS or its wholly owned subsidiaries as may be designated from time to time by the 
Chairman of the Audit Committee. The Code must be reasonably designed to deter wrongdoing and to promote: honest and ethical conduct, 
including the ethical handling of actual or apparent conflicts of interest between personal and professional relationships; full, fair, accurate, 
timely and understandable SEC filings and submissions and other public communications by the Company; compliance with applicable 
governmental laws, rules and regulations; prompt internal reporting of violations of the Code; and accountability for adherence to the Code. The 
CEO and all Senior Financial Officers are bound by all provisions of this Code of Conduct and particularly those provisions relating to ethical 
conduct, conflicts of interest, compliance with law, and internal reporting of violations of the Code. The CEO and all Senior Financial Officers 
also have responsibility for full, fair, accurate, timely and understandable disclosure in the periodic reports and submissions filed by the 
Company with the SEC as well as in other public communications made by the Company (“Public Communications”). Accordingly, it is the 
responsibility of the CEO and each Senior Financial Officer promptly to bring to the attention of the Audit Committee of the Board of Directors 
any information of which he or she may become aware that materially affects the disclosures made by the Company in its Public 
Communications. The CEO and each Senior Financial Officer also shall bring promptly to the attention of the Audit Committee of the Board of 
Directors any information he or she may have concerning significant deficiencies in the design or operation of internal controls which could 
adversely affect the company’s ability to record, process, summarize and report financial data; or any fraud, whether or not material, that 
involves management or other employees who have a significant role in HMS’s financial reporting, disclosures or internal controls. The Audit 
Committee shall determine appropriate actions to be taken in the event of violations of the Code by the CEO and the Company’s Senior 
Financial Officers. The Audit Committee must report periodically any actions taken pursuant to this paragraph to the Board of Directors. Any 
waiver of or amendments to the Code of Ethics for Senior Financial Officers and the CEO must be approved by the Audit Committee of the 
Board of Directors.  
   
Changes in this Code of Ethics for Senior Financial Officers may be made only by the Company’s Audit Committee or the full Board of 
Directors, which also must approve waivers of these obligations for directors, executive officers and all senior accounting personnel. All 
substantive changes as well as waivers to this Code of Ethics for directors, executive officers and all senior accounting personnel must be 
properly disclosed to the extent required pursuant to applicable laws and regulations.  
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CODE OF CONDUCT ATTESTATION  
   
The HMS Code of Conduct is applicable to HMS Holdings Corp. and all of its subsidiaries (collectively “HMS”; the “company”), employees, 
officers, directors, contractors, contingent workers and business affiliates.  I understand, as a member of one or more of the above groups, that it 
is my obligation to comply with the law, this Code, and all applicable company policies and contractual obligations.  By signing this form or 
clicking on the attestation button, I attest that I have read, understand, and will abide by the HMS Holdings Corp. Code of Conduct.  
   
I accept I have an affirmative duty to report all suspected illegal or unethical conduct, including violations of law, this Code, company policies 
and contractual obligations.  I am aware of my anonymous reporting option through the Compliance Hotline at 1-800-461-9330 or 
convercent.com.  I understand the company maintains a strict non-retaliation policy for good-faith reporting of actual or potential illegal or 
unethical conduct in violation of the Code.  
   
I will carry out my personal responsibilities for the company in accordance with this Code, the applicable laws and regulations and the 
company’s policies and contracts.  
   
I attest that I am not aware at this time of any violation of the company’s Code of Conduct or of law which I have not previously reported.  I 
affirm I have met my personal obligations regarding accurate and timely reporting of (but not limited to) potential or actual personal conflicts of 
interest, professional credential changes, exclusions, political campaign contributions and/or company stock activity as mandated in the Code 
and applicable to me.  
   

BY SIGNING/CLICKING BELOW, I CERTIFY THAT I AM IN COMPLIANCE WITH ALL HMS POLICIES AND 
PROCEDURES, INCLUDING THOSE THAT REQUIRE ME TO REPORT ANY SUSPECTED OR ACTUAL NON-COMPLIANCE.  

   

   
HMS Holdings Corp. Compliance Group  

   
Alexandra Holt, Chief Compliance Officer  

Email:   
Phone:   

   
Kimberly Hornik, Federal Compliance Officer  

Email:   
Phone:   

   
Jennifer Drucker, HDI Compliance Officer  

Email:   
Phone:   
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Name  
      

Date  
   

         
Signature  

      

      



 
Exhibit 21.1 

  
HMS HOLDINGS CORP.  
LIST OF SUBSIDIARIES  

   

   

(1) Wholly-owned by Health Management Systems, Inc.  
   

 

Subsidiary  
   State of Incorporation  

Health Management Systems, Inc.  
   New York  

HMS Business Services, Inc.(1)  
   New York  

Permedion, Inc.(1)  
   New York  

Reimbursement Services Group Inc.  
   New York  

IntegriGuard, LLC ( DBA — HMS Federal )  
   Delaware  

HealthDataInsights, Inc.  
   Nevada  

Allied Management Group Special Investigations Unit, Inc.  
   California  
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Consent of the Independent Registered Public Accounting Firm  

   
The Board of Directors  
HMS Holdings Corp.:  
   
We consent to the incorporation by reference in the Registration Statements (Nos. 333-161415, 333-149836, 333-108436, 333-108445, 333-
139025, 333-178752 and 333-183361) on Form S-8 and in the Registration Statement (No. 333-138875) on Form S-3 of HMS Holdings Corp. of 
our reports dated March 2, 2015, with respect to the consolidated balance sheets of HMS Holdings Corp. as of December 31, 2014 and 2013, and 
the related consolidated statements of comprehensive income, stockholders’ equity, and cash flows for each of the years in the three-year period 
ended December 31, 2014, the related financial statement schedule, and the effectiveness of internal control over financial reporting as of 
December 31, 2014, which reports appear in the December 31, 2014 annual report on Form 10-K of HMS Holdings Corp.  
   
   

   

 

/s/ KPMG LLP  
   

KPMG LLP  
   

New York, New York  
   

March 2, 2015  
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Certification  

   
I, William C. Lucia, certify that:  
   
1.                                       I have reviewed this Annual Report on Form 10-K of HMS Holdings Corp.;  
   
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 officers 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 officers 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.  
   
   

   

 

Date:  March 2, 2015  /S/ WILLIAM C. LUCIA  
   

William C. Lucia  
   

Chief Executive Officer  
   

(Principal Executive Officer)  
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Certification  

   
I, Jeffrey S. Sherman, certify that:  
   
1.                                       I have reviewed this Annual Report on Form 10-K of HMS Holdings Corp.;  
   
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 officers 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 officers 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.  
   
   

   

 

Date:  March 2, 2015  /S/ JEFFREY S. SHERMAN  
   

Jeffrey S. Sherman  
   

Chief Financial Officer  
   

(Principal Financial Officer)  



 
Exhibit 31.3 

  
Certification  

   
I, Joseph M. Donabauer, certify that:  
   
1.                                       I have reviewed this Annual Report on Form 10-K of HMS Holdings Corp.;  
   
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 officers 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 officers 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.  
   
   

   

 

Date:  March 2, 2015  /S/ JOSEPH M. DONABAUER  
   

Joseph M. Donabauer  
   

Senior Vice President and Controller  
   

(Principal Accounting Officer)  
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Certification Pursuant To 18 U.S.C. Section 1350 As Adopted Pursuant To Section 906 of the Sarbanes-Oxley Act of 2002  

   
In connection with the Annual Report of HMS Holdings Corp. (the “ Company ”) on Form 10-K for the year ended December 31, 2014 

as filed with the Securities and Exchange Commission (the “ Report ”), I, William C. Lucia, Chief Executive Officer of the Company, certify, 
pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002, that:  

   
(1) the Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and  
   
(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the 

Company.  
   
   

   
A signed original of this written statement required by Section 906 has been provided to HMS Holdings Corp. and will be retained by HMS 
Holdings Corp. and furnished to the Securities and Exchange Commission or its staff upon request. This written statement accompanies the 
Form 10-K to which it relates, is not deemed filed with the Securities and Exchange Commission and will not be incorporated by reference into 
any filing of HMS Holdings Corp. under the Securities Act of 1933 or the Securities Exchange Act of 1934, irrespective of any general 
incorporation language contained in such filing.  
   

 

   
/S/ WILLIAM C. LUCIA  

   
William C. Lucia  

   
Chief Executive Officer  

   
(Principal Executive Officer)  

   
March 2, 2015  



 
Exhibit 32.2 

  
Certification Pursuant To 18 U.S.C. Section 1350 As Adopted Pursuant To Section 906 of the Sarbanes-Oxley Act of 2002  

   
In connection with the Annual Report of HMS Holdings Corp. (the “ Company ”) on Form 10-K for the year ended December 31, 2014 

as filed with the Securities and Exchange Commission (the “ Report ”), I, Jeffrey S. Sherman, Chief Financial Officer of the Company, certify, 
pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002, that:  

   
(1) the Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and  
   
(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the 

Company.  
   
   

   
A signed original of this written statement required by Section 906 has been provided to HMS Holdings Corp. and will be retained by HMS 
Holdings Corp. and furnished to the Securities and Exchange Commission or its staff upon request. This written statement accompanies the 
Form 10-K to which it relates, is not deemed filed with the Securities and Exchange Commission and will not be incorporated by reference into 
any filing of HMS Holdings Corp. under the Securities Act of 1933 or the Securities Exchange Act of 1934, irrespective of any general 
incorporation language contained in such filing.  

   

 

   
/S/ JEFFREY S. SHERMAN  

   
Jeffrey S. Sherman  

   
Chief Financial Officer  

   
(Principal Financial Officer)  

   
March 2, 2015  



 
Exhibit 32.3 

  
Certification Pursuant To 18 U.S.C. Section 1350 As Adopted Pursuant To Section 906 of the Sarbanes-Oxley Act of 2002  

   
In connection with the Annual Report of HMS Holdings Corp. (the “ Company ”) on Form 10-K for the year ended December 31, 2014 

as filed with the Securities and Exchange Commission (the “ Report ”), I, Joseph M. Donabauer, Senior Vice President and Controller of the 
Company, certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002, that:  

   
(1) the Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and  
   
(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the 

Company.  
   
   

   
A signed original of this written statement required by Section 906 has been provided to HMS Holdings Corp. and will be retained by HMS 
Holdings Corp. and furnished to the Securities and Exchange Commission or its staff upon request. This written statement accompanies the 
Form 10-K to which it relates, is not deemed filed with the Securities and Exchange Commission and will not be incorporated by reference into 
any filing of HMS Holdings Corp. under the Securities Act of 1933 or the Securities Exchange Act of 1934, irrespective of any general 
incorporation language contained in such filing.  
   

 

   
/S/ JOSEPH M. DONBAUER  

   
Joseph M. Donabauer  

   
Senior Vice President and Controller  

   
(Principal Accounting Officer)  

   
March 2, 2015  
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EXPLANATORY NOTE  

        This Amendment No. 1 to the Annual Report on Form 10-K/A (the "Amendment") amends the Registrant's Annual Report on Form 10-K 
for the year ended December 31, 2014 (the "Annual Report"), as filed by the Registrant with the Securities and Exchange Commission ("SEC") 
on March 2, 2015 (the "Original Filing"), and is being filed solely to replace Part III, Items 10 through Item 14 and to include additional exhibits 
to the Exhibit Index referenced in Item 15 of the Original Filing, which includes the Certifications to the Amendment. The reference in the 
Original Filing to the incorporation by reference of the Registrant's definitive proxy statement into Part III of the Annual Report on Form 10-K is 
hereby deleted.  

        For purposes of this Amendment, and in accordance with Rule 12b-15 under the Securities Exchange Act of 1934, as amended (the 
"Exchange Act"), (i) Items 10 through 14 in the Original Filing have been amended and restated in their entirety and (ii) the Exhibit Index in the 
Original Filing has been amended to include the new exhibits set forth herein. Except as specifically provided herein, this Amendment does not 
reflect events occurring after the filing of the Original Filing and no attempt has been made in this Amendment to modify or update other 
disclosures as presented in the Original Filing. Accordingly, this Amendment should be read in conjunction with the Original Filing and any 
filings with the SEC made thereafter.  

3  



Table of Contents  

 
PART III  

Item 10.    Directors, Executive Officers and Corporate Governance.  

Board of Directors  

        The following table sets forth information with respect to our Board of Directors, including the composition of our four standing 
Committees: Audit, Compensation, Compliance and Nominating & Governance.  

        The Board of Directors believes that the combination of the business and professional experience of our directors and the diversity of their 
areas of expertise has been a contributing factor to its effectiveness and provides a valuable resource to management. The majority of our Board 
has over five years of service with us and four of our non-employee directors, Ms. Rudnick and Messrs. Holster, Miller and Stowe, have each 
served on our Board for more than ten years. During their tenure, our directors have gained considerable institutional knowledge about the 
Company and its operations. Given the growth of our  

4  

Name   Age   Position   Committee Memberships 

Craig R. Callen      59   Class I Director   Compensation  
Nominating & Governance 

Robert M. Holster (2)      68   Chairman and Class I Director     

William C. Lucia (2)      57   President, Chief Executive 
Officer and Class I Director 

    

Daniel N. Mendelson (3)      50   Class II Director   Compensation  
Compliance  
Nominating & Governance 

William F. Miller III      65   Class II Director     
Ellen A. Rudnick      64   Class II Director   Audit (1)  

Compliance  
Nominating & Governance 

Bart M. Schwartz      68   Class I Director   Audit  
Compliance (1)  
Nominating & Governance 

Richard H. Stowe (3)      71   Class II Director   Compensation (1)  

Nominating & Governance (1) 

Cora M. Tellez (4)      65   Class II Director   Audit  
Nominating & Governance 

(1)  Current Committee Chair  
 

(2)  In April 2015, and effective as of the date of the 2015 Annual Meeting of Stockholders (the "2015 Annual Meeting"), 
Mr. Holster stepped down as Chairman of the Board and the Board of Directors appointed Mr. Lucia as Chairman, 
President and Chief Executive Officer, also effective as of the date of the 2015 Annual Meeting.  
 

(3)  In April 2015, the Board of Directors appointed Mr. Mendelson as Chair of the Nominating & Governance Committee, 
with Mr. Stowe continuing to serve as a member of the committee, effective as of the date of the 2015 Annual Meeting, 
subject to their re-election as a Class II director. In addition, in April 2015, the Board of Directors appointed Mr. Stowe as 
Lead Independent Director, effective as of the date of the 2015 Annual Meeting, subject to his re-election as a Class II 
director.  
 

(4)  In April 2015, the Board of Directors appointed Ms. Tellez as an additional member of the Compliance Committee, 
effective as of the date of the 2015 Annual Meeting, subject to her re-election as a Class II director.  
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business and the rapidly changing healthcare environment, this continuity of service and development of institutional knowledge enables our 
Board to be more efficient and more effective in developing strategy and long-term plans for the Company.  

        A description of the specific experience, qualifications, attributes and skills that led our Board of Directors to conclude that each member of 
the Board of Directors should serve as a director follows the biographical information of each director below.  

Class II: Directors Whose Terms Expire in 2015  

         William F. Miller III has served as one of our directors since October 2000. In 2013, Mr. Miller joined KKR Advisors, a global 
investment firm, as healthcare industry advisor. From 2006 to 2013, Mr. Miller was a partner at Highlander Partners, a private equity group in 
Dallas, Texas focused on investments in healthcare products, services and technology. From October 2000 to April 2005, Mr. Miller served as 
our Chief Executive Officer and from December 2000 to April 2006, Mr. Miller served as our Chairman. From 1983 to 1999, Mr. Miller served 
as President and Chief Operating Officer of EmCare Holdings, Inc., a national healthcare services firm focused on the provision of emergency 
physician medical services. From 1980 to 1983, Mr. Miller served as Administrator/Chief Operating Officer of Vail Mountain Medical. 
Mr. Miller also serves as a director of several private companies. From 1997 to 2012, Mr. Miller served as a director of Lincare Holdings, Inc.  

        Mr. Miller brings to the Board of Directors both a thorough understanding of our business and the healthcare industry and extensive 
experience in the financial markets. His significant operational experience, both at HMS and at EmCare Holdings, makes him well-positioned to 
provide the Company with insight on financial, operational and strategic issues.  

         Daniel N. Mendelson has served as one of our directors since February 2013. Mr. Mendelson is the Chief Executive Officer and Chairman 
of Avalere Health, a strategic advisory company which he founded in 2000. From 1998 to 2000, Mr. Mendelson served as Associate Director for 
Health at the White House Office of Management and Budget (OMB) in Washington, D.C. Prior to joining OMB, Mr. Mendelson served as 
Senior Vice President and Director of the Medical Technology practice at The Lewin Group. He is also on faculty at the Wharton School of 
Business at the University of Pennsylvania and serves as a director of Champions Oncology. From 2005 to 2013, Mr. Mendelson served as a 
director of Coventry Healthcare and from 2007 to 2011 he served as a director of PharMerica Corporation.  

        Mr. Mendelson brings over 20 years of experience with government healthcare programs, healthcare policy and business to the Board and is 
a recognized leader in healthcare policy. This expertise is complemented by his extensive operational and public company board experience, 
which make him well-positioned to serve as the Chair of the Nominating & Governance Committee and as a member of the Compensation and 
Compliance Committees. In addition, given that healthcare in the United States is continuously evolving, Mr. Mendelson's background and 
expertise is very valuable as we adapt our business to meet these changes.  

         Ellen A. Rudnick has served as one of our directors since 1997. Since 1999, Ms. Rudnick has served as Executive Director and Clinical 
Professor of the Polsky Center for Entrepreneurship, University of Chicago Booth School of Business. From 1993 to 1999, Ms. Rudnick served 
as Chairman of Pacific Biometrics, Inc., a publicly held healthcare biodiagnostics company and its predecessor, Bioquant, which she co-founded. 
From 1990 to 1992, she served as President and Chief Executive Officer of Healthcare Knowledge Resources (HKR), a privately held healthcare 
information technology corporation and subsequently served as President of HCIA, Inc. (HCIA) following the acquisition of HKR by HCIA. 
From 1975 to 1990, Ms. Rudnick served in various positions at Baxter Health Care Corporation, including Corporate Vice President and 
President of its Management Services Division. Ms. Rudnick also serves as a director of Patterson Companies, Inc. and First Midwest 
Bancorp, Inc.  

5  
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        Ms. Rudnick brings to the Board of Directors extensive business understanding and demonstrated management expertise, having served in 
key leadership positions at a number of healthcare companies. Ms. Rudnick has a comprehensive understanding of the operational, financial and 
strategic challenges facing companies and knows how to make businesses work effectively and efficiently. Her management experience and 
service on other public company boards has provided her with a thorough understanding of the financial and other issues facing large companies, 
making her particularly valuable as the Chair of our Audit Committee and as a member of our Compliance and Nominating & Governance 
Committees.  

         Richard H. Stowe has served as one of our directors since 1989. Mr. Stowe is a general partner of Health Enterprise Partners LP, a private 
equity firm. From 1999 to 2005, Mr. Stowe was a private investor, a senior advisor to the predecessor funds to Health Enterprise Partners, and a 
senior advisor to Capital Counsel LLC, an asset management firm. From 1979 until 1998, Mr. Stowe was a general partner of Welsh, Carson, 
Anderson & Stowe. Prior to 1979, he was a Vice President in the venture capital and corporate finance groups of New Court Securities 
Corporation (now Rothschild, Inc.). Mr. Stowe is also a director of several private and not-for-profit companies and educational institutions.  

        Mr. Stowe brings 40 years of financial, capital markets and investment experience to our Board of Directors. Mr. Stowe's background and 
extensive experience make him well-positioned to serve as the Chair of the Compensation Committee, a member of the Nominating & 
Governance Committee and as our Lead Independent Director. Mr. Stowe has effectively carried out his responsibilities as Chair for several of 
our Board committees and is well-respected by the independent directors. The Board believes that Mr. Stowe is highly qualified and will be 
successful as our Lead Independent Director.  

         Cora M. Tellez has served as one of our directors since October 2012. Ms. Tellez is the President and Chief Executive Officer of Sterling 
HSA, an independent health savings accounts administrator which she founded in 2004. Prior to starting Sterling HSA, Ms. Tellez served as 
President of the health plans division of Health Net, Inc., an insurance provider. She later served as President of Prudential's western health care 
operations, CEO of Blue Shield of California, Bay Region and Regional Manager for Kaiser Permanente of Hawaii. Ms. Tellez serves on the 
board of directors of several private and not-for-profit companies. From 2004 to 2007, Ms. Tellez served as a director of First Consulting Group. 

        Ms. Tellez brings over 25 years of healthcare policy and operations experience to the Board. Her public company operational, financial and 
corporate governance experience is a valuable resource for our Board and makes her well-positioned to serve as a member of the Audit, 
Compliance and Nominating & Governance Committees and as our Audit Committee Financial Expert.  

Class I: Directors Whose Terms Expire in 2016  

         Craig R. Callen has served as one of our directors since October 2013. Mr. Callen is a Senior Advisor at Crestview Partners, a private 
equity firm with over $4.0 billion under management. From 2004 to 2007, Mr. Callen was Senior Vice President and Head of Strategic Planning 
and Business Development and a member of the Executive Committee for Aetna, Inc. In his role at Aetna, Mr. Callen reported directly to the 
Chairman and CEO and was responsible for oversight and development of Aetna's corporate strategy, including mergers and acquisitions. 
During his tenure, Mr. Callen and his team led the acquisitions of seven companies, investing over $2.0 billion, broadening Aetna's revenue, 
global presence, product line, targeted markets and participation in government programs. Prior to joining Aetna, Mr. Callen was a Managing 
Director and Head of U.S. Healthcare Investment Banking at Credit Suisse First Boston and Co-Head of Healthcare Investment Banking at 
Donaldson, Lufkin & Jenrette. Mr. Callen serves on the board of directors of Omega Healthcare Investors, Inc. and Symbion, Inc., a Crestview 
portfolio company. Previously he served on the boards of Sunrise Senior Living Inc. and Kinetic Concepts Inc. Mr. Callen holds a B.S./B.A. 
from Boston University and an MBA from Harvard Business School.  

        Mr. Callen brings 20 years of healthcare investment banking experience and corporate development expertise to our Board, which are 
invaluable to us as we evaluate, develop and implement new solutions for  

6  
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clients. His extensive experience in a corporate setting and as an advisor to public/private healthcare companies positions him well to serve on 
the Compensation and Nominating & Governance Committees.  

         Robert M. Holster has served as one of our directors since May 2005, as Non-Executive Chairman from March 2009 to December 2010, 
and as Chairman of our Board from April 2006 to July 2015. Since 2001, Mr. Holster has held senior executive level positions with us, including 
serving as our Chief Executive Officer from May 2005 to February 2009 and as our President and Chief Operating Officer from April 2001 to 
May 2005. In March 2009, Mr. Holster stepped down as our Chief Executive Officer but remained an employee of the Company through 
December 2010. Previously, Mr. Holster served as our Executive Vice President from 1982 through 1993 and as one of our directors from 1989 
through 1996. Mr. Holster previously served in a number of executive positions including Chief Executive Officer of HHL Financial 
Services, Inc., Chief Financial Officer of Macmillan, Inc. and Controller of Pfizer Laboratories, a division of Pfizer, Inc.  

        Mr. Holster served as a member of our management team and that of our predecessor, Health Management Systems, Inc., for an aggregate 
of over 20 years, including serving as our Chief Executive Officer for four years and as our President and Chief Operating Officer for four years. 
On April 24, 2015, Mr. Holster stepped down from his role as Chairman, effective as of the date of the 2015 Annual Meeting. Mr. Holster will 
remain on our Board and continue to work closely with Mr. Lucia to ensure a seamless transition of board leadership to Mr. Lucia. As a director 
who has served in the combined role as the Chairman and Chief Executive Officer of our Company, Mr. Holster will be able to provide guidance 
to Mr. Lucia on matters such as the Company's risk profile, long-term strategy and potential growth opportunities while offering the Board a 
unique insight into the Company's challenges, operations, and strategic opportunities. Given his extensive history with the Company and past 
experience as the Company's former Chairman and Chief Executive Officer, Mr. Holster brings an unmatched depth of industry and Company-
specific experience to our Board.  

         William C. Lucia has served as our President and Chief Executive Officer since March 2009 and as one of our directors since May 2008. 
On April, 24, 2015, Mr. Lucia was appointed Chairman of the Board, to replace Mr. Holster effective as of the date of the 2015 Annual Meeting. 
From May 2005 to March 2009, Mr. Lucia served as our President and Chief Operating Officer, gaining critical insights into how to manage and 
grow our business in a complex and dynamic healthcare environment. Since joining us in 1996, Mr. Lucia has held several positions with us, 
including: President of our subsidiary, Health Management Systems, Inc., from 2002 to 2009; President of our Payor Services Division from 
2001 to 2002; Vice President and General Manager of our Payor Services Division from 2000 to 2001; Vice President of our Business Office 
Services from 1999 to 2000; Chief Operating Officer of our former subsidiary Quality Medical Adjudication, Incorporated (QMA) and Vice 
President of West Coast Operations from 1998 to 1999; Vice President and General Manager of QMA from 1997 to 1998; and Director of 
Information Systems for QMA from 1996 to 1997. Prior to joining us, Mr. Lucia served in various executive positions including Senior Vice 
President, Operations and Chief Information Officer for Celtic Life Insurance Company and Senior Vice President, Insurance Operations for 
North American Company for Life and Health Insurance. Mr. Lucia is a Fellow of the Life Management Institute Program through LOMA, an 
international association through which insurance and financial services companies around the world engage in research and educational 
activities to improve company operations.  

        With over 19 years of experience with the Company working across multiple divisions and his prior experience in the insurance industry, 
Mr. Lucia brings to our Board in-depth knowledge of the Company and the healthcare and insurance industries, the evolving healthcare 
landscape and the array of challenges to be faced and demonstrates an ability to formulate and implement key strategic initiatives, making him 
well-positioned to lead our management team and provide essential insight and guidance to the Board as our Chairman.  
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         Bart M. Schwartz has served as one of our directors since July 2010. Mr. Schwartz currently serves as the Chairman and Chief Executive 
Officer of SolutionPoint International, LLC, which provides an integrated array of business intelligence, security and compliance, identity 
assurance and situational awareness solutions. In 2003, Mr. Schwartz founded his own law firm, which specializes in, among other areas, 
conducting independent investigations, monitoring and Independent Private Sector Inspector General engagements and developing, auditing and 
implementing compliance programs. From 1991 to 2003, Mr. Schwartz served as the Chief Executive Officer of Decision Strategies, an 
internationally recognized investigative and security firm, which was sold to SPX Corporation in 2001. Mr. Schwartz has over 30 years' 
experience managing domestic and international investigations, prosecutions and assessments for clients in both the public and private sectors.  

        Mr. Schwartz brings extensive legal and compliance experience to our Board, which is particularly valuable as we continue to expand our 
business. Mr. Schwartz's background makes him well-positioned to serve as the Chair of the Compliance Committee and as a member of the 
Audit and Nominating & Governance Committees.  

Audit Committee and Audit Committee Financial Expert  

        We have a separately-designated standing Audit Committee which consists of Ms. Rudnick (Chair), Mr. Schwartz and Ms. Tellez. The 
Board of Directors has determined that each member of the Audit Committee is an independent director, as defined in the NASDAQ Stock 
Market, Inc. Marketplace Rules (the "NASDAQ Marketplace Rules") and the independence requirements contemplated by Rule 10A-3 under the 
Exchange Act, and meets NASDAQ's financial knowledge and sophistication requirements. In addition, the Board has determined that 
Ms. Tellez qualifies as an "audit committee financial expert," as such term is defined in Item 407(d)(5)(ii) of Regulation S-K.  

Material Changes to the Procedures for Recommending Nominees to the Board of Directors  

        There have been no material changes to the procedures described by which security holders may recommend nominees to our Board of 
Directors as described in our Proxy Statement for our 2014 Annual Meeting, filed with the SEC on April 30, 2014 (the "2014 Proxy Statement"). 

Executive Officers  

        The following table sets forth certain information with respect to each person who currently serves as one of our executive officers as of the 
date of this Amendment. Our executive officers are elected annually by our Board of Directors and generally serve at the discretion of our Board 
of Directors. There are no arrangements or understandings between any of our executive officers and any other person pursuant to which they 
were selected as an officer. None of our directors and/or executive officers is related to any other director and/or executive officer of HMS or 
any of its subsidiaries by blood, marriage or adoption.  

        The principal occupations for the last five years, as well as certain other biographical information, for each of our current executive officers 
are set forth below.  
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Name   Age   Position 

William C. Lucia      57   President and Chief Executive Officer 
Eugene V. DeFelice      56   Executive Vice President, General Counsel and Corporate Secretary 
Cynthia Nustad      44   Executive Vice President and Chief Information Officer 
Jeffrey S. Sherman      49   Executive Vice President, Chief Financial Officer and Treasurer 
Tracy A. South      56   Chief Administrative Officer and Executive Vice President, Human 

Resources 
Semone Wagner      51   Executive Vice President, Operations 
Douglas M. Williams      56   Division President, Markets 
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         William C. Lucia has served as our President and Chief Executive Officer since March 2009 and as one of our directors since May 2008. 
In addition, Mr. Lucia has been appointed by the Board of Directors to serve as Chairman of the Board, effective as of the date of the 2015 
Annual Meeting. From May 2005 to March 2009, Mr. Lucia served as our President and Chief Operating Officer. Since joining us in 1996, 
Mr. Lucia has held several positions with us, including: President of our subsidiary, Health Management Systems, Inc. from 2002 to 2009; 
President of our Payor Services Division from 2001 to 2002; Vice President and General Manager of our Payor Services Division from 2000 to 
2001; Vice President of our Business Office Services from 1999 to 2000; Chief Operating Officer of our former subsidiary Quality Medical 
Adjudication, Incorporated (QMA) and Vice President of West Coast Operations from 1998 to 1999; Vice President and General Manager of 
QMA from 1997 to 1998; and Director of Information Systems for QMA from 1996 to 1997. Prior to joining us, Mr. Lucia served in various 
executive positions including Senior Vice President, Operations and Chief Information Officer for Celtic Life Insurance Company, and Senior 
Vice President, Insurance Operations for North American Company for Life and Health Insurance. Mr. Lucia is a Fellow of the Life 
Management Institute Program through LOMA, an international association through which insurance and financial services companies around 
the world engage in research and educational activities to improve company operations.  

         Eugene V. DeFelice has served as our Executive Vice President, General Counsel and Corporate Secretary since March 2014. 
Mr. DeFelice has more than 30 years of legal experience, 20 years of which has been in corporate healthcare and technology. From September 
2010 to March 2014, Mr. DeFelice served as Vice President, General Counsel and Corporate Secretary for Barnes & Noble, Inc. and was 
responsible for all legal matters. From November 2006 to August 2010, he served as Senior Vice President, General Counsel and Corporate 
Secretary of Savvis Inc., a global information technology service provider. Prior to Savvis, he held various general counsel and other legal 
positions, as well as operational roles, in several healthcare and technology companies, and also spent approximately nine years at Hoffmann-
LaRoche in progressively senior positions.  

         Cynthia Nustad has served as our Executive Vice President and Chief Information Officer since February 2011. Ms. Nustad has over 
17 years of management experience in the healthcare information technology industry. From January 2005 to January 2011, Ms. Nustad served 
as Vice President of Architecture and Technology for Regence (Blue Cross Blue Shield), where she was responsible for servicing a large 
corporation across multiple sites and states. From May 2002 to December 2004, Ms. Nustad served as the Vice President of Software 
Development and Product Management for OAO Healthcare Solutions, Inc. (OAO). During her tenure at OAO, Ms. Nustad managed, from 
inception to commercialization, the strategic development of a flagship platform and database-independent managed care benefits and claims 
processing system designed for healthcare plans, self-insured employer groups and government agencies—among others. Prior to OAO, 
Ms. Nustad held leadership roles at e-MedSoft.com and WellPoint Health Networks.  

         Jeffrey S. Sherman has served as our Executive Vice President, Chief Financial Officer and Treasurer since September 2014. 
Mr. Sherman has over 25 years of experience in healthcare operations, strategic planning and financial performance in senior financial executive 
positions. Prior to joining HMS, Mr. Sherman served as Executive Vice President and Chief Financial Officer of AccentCare, a healthcare 
delivery organization, from September 2013 to August 2014. From April 2009 to September 2013, he served as Executive Vice President and 
Chief Financial Officer of Lifepoint Hospitals, Inc. From September 2005 until April 2009, Mr. Sherman served as Vice President and Treasurer 
of Tenet Healthcare, where he managed all aspects of corporate finance, including cash flow management and capital structure, and was 
responsible for risk management. Mr. Sherman served in various capacities for Tenet and its predecessor company since 1990, including as a 
hospital chief financial officer and regional vice president.  

         Tracy A. South has served as our Chief Administrative Officer and Executive Vice President, Human Resources, since May 2014. She 
served as our Senior Vice President of Human Resources from December  
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2011 to May 2014. Ms. South has over 20 years of executive-level human resources experience, including at national healthcare organizations. 
From 2003 to 2011, Ms. South served as the Senior Vice President, Chief Human Resources Officer at Mosaic Sales Solutions, a privately-held 
full-service marketing agency in Irving, Texas. She built that company's North America Human Resources department, focusing on attracting 
and training a dispersed workforce of over 10,000 employees hired to represent world-class brands at retail, in the community and online. In her 
role, Ms. South oversaw Talent Acquisition, HR Services and Organizational Effectiveness. Ms. South also served as Vice President of Human 
Resources for Tenet Healthcare, initially for the Central Northeast Division, which included 38 hospitals and over 40,000 employees, and 
subsequently at the corporate level. Prior to Tenet, she led the Human Resources department for Aetna US Healthcare, where she oversaw a 
broad range of functions and designed human resources strategies to align with business practice areas.  

         Semone Wagner has served as our Executive Vice President of Operations since April 2013, responsible for our core operations, including 
the coordination of benefits service line. Ms. Wagner has extensive experience in healthcare claims processing, operations and reengineering. 
She has a track record for leading change, driving quality performance and reducing unit costs in complex operating environments. Prior to 
joining HMS, Ms. Wagner served as Senior Vice President of Claim Operations at United HealthCare (UHC), where she oversaw the operations 
for all business lines and major platforms processing over 500 million claims annually. Under her leadership, the company achieved industry-
leading performance levels, earning the American Medical Association designation for the industry's best claim operation in 2011 and 2012.  

         Douglas M. Williams has served as our Division President of Markets since January 2015, responsible for leading the state and federal 
government and commercial markets, sales and marketing. From December 2013 to January 2015, he served as our Division President of 
Commercial Solutions, responsible for leading our commercial product and business development strategy. Mr. Williams has over 25 years of 
experience in healthcare information technology, sales, and operations. From 2010 to 2013, Mr. Williams served as Chief Information Officer of 
Aveta, which was acquired by Optum Inc. in 2012. From 2008 to 2010, he served as a Healthcare Partner with Protiviti, Inc., where he built a 
healthcare consulting practice. From 2006 to 2008, he served as Senior Vice President of the Payer Business Unit at MedeAnalytics, where he 
was responsible for building the sales team and significantly expanding the company's sales pipeline. Mr. Williams' healthcare consulting 
background also includes serving as a Global Healthcare Partner for IBM, where he was responsible for developing and managing IBM's global 
healthcare practice.  

Section 16(A) Beneficial Ownership Reporting Compliance  

        Pursuant to Section 16(a) of the Exchange Act, as amended, our executive officers, directors and persons owning more than 10% of a 
registered class of our equity securities are required to file reports of ownership and changes in ownership of common stock with the SEC. 
Copies of such reports are required to be furnished to us.  

        Based solely on a review of the copies of such reports furnished to us, or written representations that no other reports were required, we 
believe that during fiscal year 2014, all of our executive officers and directors complied with the requirements of Section 16(a), except that 
(i) due to administrative error, 1 report covering 1 transaction was not timely reported by each of Mr. Donabauer and Ms. Wagner, and (ii) 5 late 
reports from 2009 through 2013, covering an aggregate of 14 transactions involving a change in beneficial ownership from direct holdings to 
indirect holdings through a series of gifts of shares to a revocable family trust for which Mr. Lucia serves as trustee were not timely reported by 
Mr. Lucia. All of such reports were promptly filed on behalf of the respective officers upon learning of the unreported transactions.  
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Code of Ethics  

        As previously disclosed, on July 31, 2014, our Board of Directors approved certain amendments to the Company's Code of Conduct, Code 
of Conduct for Designated Senior Financial Managers and Code of Ethics to harmonize the codes and integrate them into one document (the 
"Amended Code of Conduct") applicable to all of our directors, officers and employees, including all of the Company's subsidiaries' employees, 
officers, directors, contractors, contingent workers and business affiliates. No substantive amendment to any element of the "code of ethics" 
definition enumerated in Item 406(b) of Regulation S-K was effectuated as a result of these amendments. A copy of the Amended Code of 
Conduct is publicly available on our website under the "Investor Relations"/"Corporate Governance" section at: 
http://investor.hms.com/governance.cfm and can also be obtained free of charge by sending a request to our Corporate Secretary at 5615 High 
Point Drive, Irving, Texas 75038. We intend to disclose any future amendments or waivers to the provisions of the Amended Code of Conduct 
that relate to our principal executive officer, principal financial officer, principal accounting officer, controller or persons performing similar 
functions by filing such information on a Current Report on Form 8-K with the SEC within four business days, to the extent such filing is 
required by the NASDAQ Marketplace Rules; otherwise, we will disclose such amendments or waivers by posting such information on our 
website.  

Item 11.    Executive Compensation.  

Compensation Discussion and Analysis  

Introduction  

        This Compensation Discussion and Analysis ("CD&A"), describes our 2014 executive compensation program and should be read in 
conjunction with the compensation tables and related narrative descriptions that follow those tables. In particular, this CD&A explains how the 
Compensation Committee of the Board of Directors made its compensation decisions for our named executive officers for 2014.  

        For 2014, our named executive officers are:  

•  William C. Lucia, President and Chief Executive Officer;  
 

•  Jeffrey S. Sherman, Executive Vice President, Chief Financial Officer and Treasurer;  
 

•  Eugene V. DeFelice, Executive Vice President, General Counsel and Corporate Secretary;  
 

•  Cynthia Nustad, Executive Vice President and Chief Information Officer;  
 

•  Semone Wagner, Executive Vice President, Operations;  
 

•  Walter D. Hosp, former Executive Vice President, Chief Financial Officer and Chief Administrative Officer; and  
 

•  Joseph M. Donabauer, Senior Vice President and Controller and former interim Principal Financial Officer and interim Treasurer. 

        On March 10, 2014, Mr. Hosp tendered his resignation as our Executive Vice President, Chief Financial and Administrative Officer, which 
was effective June 6, 2014. Mr. Donabauer served as interim Principal Financial Officer and interim Treasurer from June 6, 2014 through 
September 8, 2014, the date that Mr. Sherman joined the Company.  

2014 Say-on-Pay Vote  

        At the Company's 2014 Annual Meeting of Stockholders, approximately 99% of the votes cast on the say-on-pay proposal were in favor of 
our executive compensation program described in our 2014 Proxy Statement. The Compensation Committee believes that this vote affirms 
stockholders' support of the Company's general approach to executive compensation, and therefore, did not change its compensation  
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philosophy as it made decisions for 2014. As market practices on executive compensation policies evolve, the Compensation Committee will 
continue to evaluate and, if needed, make changes to our executive compensation program to ensure that the program continues to reflect our 
pay-for-performance compensation philosophy and objectives. The Compensation Committee will also continue to consider the outcome of the 
Company's say-on-pay votes when making future compensation decisions for executive officers.  

Executive Summary  

2014 Financial Performance Overview  

        The following is an overview of our financial performance for the year ended December 31, 2014.  

•  For the full year ended December 31, 2014, we reported revenue of $443.2 million, a 9.9% decrease compared to 2013 revenue of 
$491.8 million due primarily to an $86.0 million decline in our Medicare Recovery Audit Contractor (RAC) business. Excluding 
RAC revenue, revenue for the year increased by $37.4 million, or 9.7%, to $421.2 million.  
 

•  Our 2014 commercial revenue was $170.9 million, a 14.6% increase over 2013 commercial revenue of $149.1 million, and our 
2014 state government revenue was $225.9 million, an 8.9% increase over 2013 state government revenue of $207.5 million.  
 

•  We reported adjusted earnings before interest, taxes, depreciation, amortization and stock-based compensation expense (adjusted 
EBITDA) of $101.2 million for the full year 2014, which represented a decrease of 30.2% compared to adjusted EBITDA of 
$145.0 million for the prior year.  
 

•  Our stock price declined by 6.9% for the one-year period ending December 31, 2014 and declined 33.9% for the three-year period 
ended December 31, 2014.  

        A reconciliation of the non-GAAP measure adjusted EBITDA is set forth on Annex A of this Amendment.  

Key Compensation Actions  

        The following highlights key decisions and actions during 2014 and early 2015 regarding our executive compensation practices and 
program. These decisions and actions were made with the advice of the Compensation Committee's independent consultant, Frederic W. 
Cook & Co., Inc. ("F.W. Cook") (see "Role of Compensation Consultant" below) and are discussed in greater detail elsewhere in this CD&A.  

•  Changes to the Short-Term (Cash) Incentive Program.   In February 2014, we introduced certain corporate strategic objectives 
as a performance measure under the 2014 Short-Term Incentive Program in addition to financial objectives, such as EBITDA and 
revenue. We believe that the addition of strategic objectives better balances the achievement of short-term financial goals with 
other leading indicators of the Company's success.  
 

•  New Executive Talent.   In order to attract and retain top executive talent in 2014, in connection with the commencement of 
employment of Messrs. DeFelice and Sherman, we approved, among other things, a sign-on bonus, subject to certain conditions, 
and an initial equity grant, subject to certain conditions and restrictions, for each of Messrs. DeFelice and Sherman, pursuant to 
their respective employment agreements with the Company. A discussion regarding these actions and decisions follows later in 
this CD&A.  
 

•  Introduction of Stock Ownership Guidelines and Clawback Policy.   In October 2014, to better align the interests of our 
directors and executives officers with the interests of our stockholders and further promote our commitment to sound corporate 
governance and executive compensation  
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practices, the Board adopted stock ownership guidelines, as well as a "clawback" policy applicable to certain cash and equity 
compensation, to help protect against malfeasance risk.  

•  Changes in Equity Mix of Long-Term Incentive Awards.   On October 20, 2014, with the advice of our independent consultant 
F.W. Cook., we approved changes in the equity mix of the long-term incentive awards granted annually in the fourth quarter to 
our senior executives. Consistent with the market practice of our peers, we changed the mix of long-term incentive awards to our 
senior executives, including the named executive officers, from 100% non-qualified stock options to 50% non-qualified stock 
options and 50% restricted stock units. Fifty percent of both the stock option and restricted stock unit awards are subject to stock 
price performance conditions.  
 

•  Updated Peer Group.   In November 2014, we modified our executive compensation peer group by adding one company and 
removing one company. These changes were made to ensure that our peer group continues to provide an appropriate benchmark 
for competitive pay analyses.  
 

•  Extension of President and Chief Executive Officer's Employment Agreement.   In January 2015, we amended our 
employment agreement with Mr. Lucia on substantially the same terms as his prior agreement, in order to extend Mr. Lucia's 
employment with us for an additional three year term.  
 

•  Combination of Two Annual Long-Term Incentive Awards into One Annual Award.   We determined in October 2014 that, 
effective beginning in 2015, the two long-term incentive awards historically granted in the first and fourth quarters of each year 
will be combined instead into one annual grant in the first quarter of each year. This change better aligns us with peer group 
practice and simplifies our equity plan administration. We also believe that a single long-term incentive grant is more retentive 
and motivational than two smaller grants.  

Philosophy, Objectives and Principles of Our Executive Compensation Program  

        Our mission is to work passionately to increase the value of the healthcare system so healthcare dollars can benefit more people. To support 
this mission and other strategic objectives as approved by the Board and to provide adequate returns to stockholders, we must compete for, 
attract, develop, motivate and retain top quality executive talent at the corporate and operating business unit levels during periods of both 
favorable and unfavorable business conditions.  

        Our executive compensation program is a critical management tool in achieving this goal. "Pay for performance" is the underlying 
philosophy for our executive compensation program. The program is designed and administered to:  

•  reward performance that drives the achievement of our short and long-term goals;  
 

•  align the interests of our senior executives with the interests of our stockholders, thus rewarding individual and team 
achievements that contribute to the attainment of our business goals;  
 

•  foster teamwork and encourage our senior executives to work together with key personnel in the interest of company 
performance;  
 

•  attract, develop, motivate and retain high-performing senior executives by providing a balance of total compensation 
opportunities, including salary and short and long-term incentives that are competitive with similarly situated companies and 
reflective of our performance;  
 

•  help ensure that costs are appropriately supported by performance in a manner consistent with our intention that, where 
practicable, short and long-term incentive compensation payouts qualify as performance-based compensation that is tax 
deductible under Code Section 162(m); and  
 

•  motivate our senior executives to pursue objectives that create long-term stockholder value and discourage behavior that could 
lead to excessive risk, by balancing our fixed and at-risk pay (both  
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short and long-term incentives) and choosing financial metrics that we believe drive long-term stockholder value.  

Pay-For-Performance  

        We design our compensation programs to make a meaningful amount of target total direct compensation (salary, plus target annual 
incentive compensation, plus long-term incentives) dependent on the achievement of performance objectives. In the tables that follow, we 
compare the target total direct compensation for our Chief Executive Officer in each of the last three fiscal years (Table 1) to the corresponding 
amounts that were paid or that may be considered realizable (based on the methodology described below) as of December 31, 2014 (Table 2).  

        Table 1 below presents our President and Chief Executive Officer's salary, incentive bonus opportunity at the target level, stock awards and 
option awards for each of the last three fiscal years. In Table 1, the stock award and option award amounts reflect the grant date fair value of 
each such award (at the target level with respect to the stock awards for 2013 and 2014, which were subject to performance-vesting criteria), the 
same value at which such awards are required, under applicable SEC regulations, to be reflected in the Summary Compensation Table included 
in this Amendment.  

 
Table 1—Target Total Direct Compensation—Chief Executive Officer  

        Table 2 below illustrates how our performance affected payouts and realization of the target total direct compensation that was available to 
our President and Chief Executive Officer.  

 
Table 2—Total Direct Compensation That May Be Considered Realizable at 12/31/2014 as a Percentage of Target Total Direct 

Compensation—Chief Executive Officer  
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Fiscal Year   
Salary  

($)   

Short-Term  
(Cash)  

Incentive  
(STIP)  

Opportunity at  
Target ($)   

Stock  
Awards  

($)   

Option  
Awards  

($)   

Target Total  
Direct  

Compensation  
($)   

2014      650,000     650,000     1,412,490     737,497     3,449,987   
2013      650,000     650,000     674,988     1,200,000     3,174,988   
2012      650,000     650,000     —    1,200,000     2,500,000   
3-Year Totals      1,950,000     1,950,000     2,087,478     3,137,497     9,124,975   

Fiscal Year   Salary ($)   

Short-  
Term  
(Cash)  

Incentive  
(STIP)  
Payout  

($) (1) 
  

Value of  
Stock  

Awards at  
12/31/2014  

($) (2) 
  

Intrinsic  
Value of  
Option  

Awards at  
12/31/2014  

($) (3) 
  

Total  
Direct  

Compensation  
at 12/31/2014  

($)   

Total Direct  
Compensation  
at 12/31/2014  

as a  
percentage of  
Target Total  

Direct  
Compensation  

(%)   
2014      650,000     468,000     1,426,844     —     2,544,844     74   
2013      650,000     —    496,494     —     1,146,494     36   
2012      650,000     —    —    —     650,000     26   
3-Year Totals      1,950,000     468,000     1,923,338     —     4,341,338         
Percent of 

Corresponding 
Amount in 
Table 1      100 %   24 %   92 %       0%     48 %   48 % 

(1)  This column shows the portion of the target-level STIP in Table 1 that was actually paid to our President and Chief 
Executive Officer in each of the last three fiscal years. Due to the level of  



Table of Contents  

        The foregoing tables illustrate that our annual and long-term incentive programs over the past three fiscal years have been designed to make 
a meaningful amount of our President and Chief Executive Officer's target total direct compensation dependent on the achievement of 
performance objectives and have resulted in actual compensation significantly less than the target amount.  

Key Governance Features of Our Executive Compensation Program  

        Our executive compensation programs reflect a number of best practices implemented by the Compensation Committee and the Board of 
Directors in recent years, including:  

•  No tax gross-ups on perquisites and no change-in-control-related excise tax gross-ups in employment agreements;  
 

•  No history of option repricing or cash buyouts of underwater options;  
 

•  Employees and directors are prohibited from pledging our securities as collateral for a loan and entering into hedging and 
derivative transactions with respect to our securities;  
 

•  Equity plans do not have evergreen share authorizations and do not allow for liberal share recycling;  
 

•  Salary increases and short-term incentive compensation are not guaranteed;  
 

•  Retention by our Compensation Committee of an independent compensation consultant;  
 

•  No pensions or supplemental executive retirement plans;  
 

•  Limited use of executive perquisites;  
 

•  Significant stock ownership guidelines pursuant to which the Chief Executive Officer is required to hold five times his base salary 
in our common stock and all other executive officers are required to hold two times their base salary in our common stock; and  
 

•  Adoption of a clawback policy that permits the Company to recover from any current or former Company executive officer such 
executive officer's incentive bonus and equity compensation gains attributable to such executive officer's misconduct occurring 
after January 1, 2015, that causes a subsequent restatement of our financial statements.  

Management and the Compensation Committee  

Role of Management  

        Our President and Chief Executive Officer together with our Chief Financial Officer and Executive Vice President of Human Resources 
develop recommendations regarding the design of our executive compensation program. In addition, they are involved in setting the financial 
and strategic objectives that,  
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achievement in comparison to the performance objectives that were part of our annual incentive compensation program, 
payouts to our President and Chief Executive Officer over the past three fiscal years amounted to approximately 24% of 
the aggregate target short-term cash incentive compensation for such period.  

(2)  Stock awards for fiscal 2014 and 2013 are valued based on the closing market price per share of our common stock on 
December 31, 2014 of $21.14 per share. There were no stock awards in 2012.  
 

(3)  For purposes of this table, option awards are valued at zero because each such award has an exercise price that is greater 
than the closing market price for a share of our common stock on December 31, 2014. While our President and Chief 
Executive Officer may realize value on such option awards in the future, the value realized, if any, will depend on the 
extent to which there is appreciation in the market price of our common stock.  
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subject to the approval of the Board and the Compensation Committee, are used as the performance measures for the short and long-term 
incentive plans. Our Chief Financial Officer provides the Compensation Committee with financial information relevant to determining the 
achievement of performance objectives and related annual cash incentive compensation. As part of its review process, the Compensation 
Committee receives from our President and Chief Executive Officer a compensation recommendation and assessment of performance against 
individual objectives, for each other named executive officer and recommendations regarding base salary and short and long-term incentives.  

Role of Compensation Committee  

        Our executive compensation program is administered by the Compensation Committee. The Compensation Committee determines and 
approves total executive remuneration based on its review and evaluation of recommendations presented by our President and Chief Executive 
Officer and the advice of F.W. Cook. Our President and Chief Executive Officer does not participate in the Compensation Committee's 
deliberations or decisions with regard to his own compensation.  

Compensation Consultant and Peer Group Analysis  

Role of Compensation Consultant  

        The Compensation Committee has retained F.W. Cook as its independent compensation consultant to provide advice and guidance with 
respect to executive compensation. F.W. Cook reports directly to the Compensation Committee and the Compensation Committee oversees the 
fees paid for F.W. Cook's services. The Compensation Committee uses F.W. Cook to review management's executive compensation 
recommendations with the instruction that F.W. Cook is to advise the Compensation Committee independent of management and to provide 
such advice for the benefit of the Company and its stockholders. F.W. Cook does not provide any consulting services to the Company beyond its 
role as a consultant to the Compensation Committee. The Compensation Committee has assessed the independence of F.W. Cook pursuant to 
SEC rules and concluded that no conflict of interest exists that would prevent F.W. Cook from serving as an independent consultant to the 
Compensation Committee.  

        F.W. Cook provided the following services to the Compensation Committee in 2014:  

•  assisted in the design and development of all elements of the 2014 executive compensation program;  
 

•  assisted with the review of the amendment to Mr. Lucia's employment agreement;  
 

•  provided competitive benchmarking and market data analysis;  
 

•  provided analyses and industry trends relating to the compensation of our President and Chief Executive Officer and our other 
named executive officers;  
 

•  aided the evaluation of modifications to long-term incentive grant practices, including changes to timing of equity grants, equity 
mix, performance conditions, and allocation of equity amounts;  
 

•  provided updates with regard to emerging trends and best practices in executive compensation; and  
 

•  reviewed and provided advice on the Company's executive compensation-related disclosures in this Amendment.  

Peer Group Compensation Analysis  

        When evaluating our executive compensation program, our Compensation Committee measures our program against that of a peer group of 
public companies that is developed with guidance from F.W. Cook. This peer group, which is reviewed annually by the Compensation 
Committee, consists of companies the Compensation Committee believes are generally comparable to us in size, financial profile and scope of 
operations and, in certain cases, against which the Compensation Committee believes we compete for executive talent.  
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        Certain executive compensation decisions for 2014 were based in part on benchmarking data from the peer group established by the 
Compensation Committee in October 2013. Companies included in this peer group for purposes of establishing 2014 executive compensation 
levels through October 2014 were: Accretive Health, Inc., Acxiom Corp, Allscripts-Misys Healthcare Solutions Inc., AthenaHealth, Inc., 
Bottomline Technologies (de), Inc., DealerTrack Technologies,Inc., ExlService Holdings, Inc., Fair Isaac Corp, MAXIMUS, Inc., 
MedAssets, Inc., Medidata Solutions, Inc., NeuStar, Inc., Quality Systems, Inc., Tyler Technologies, Inc. and WEX, Inc. (collectively, the "2013 
Peer Group"). This peer group reflects (relative to the Company's prior year peer group) the removal of Concur Technologies, Inc. and MICROS 
Systems, Inc. because of their difference in size relative to us.  

        The chart below compares HMS's revenue, net income, EBITDA and market capitalization to the median of our 2013 Peer Group at the 
time the 2013 Peer Group was established. Note that although our revenue and market capitalization are below the peer median, our net income 
and EBITDA are above the peer median.  

        In November 2014, the Committee, with guidance from F.W. Cook, reviewed the Company's peer group and determined that a majority of 
the peer group generally continues to be reasonable from both size and business model perspectives. Based on its annual review, the Committee 
updated the Company's peer group to include the following companies: Acxiom Corp, Allscripts-Misys Healthcare Solutions Inc., 
AthenaHealth, Inc., Bottomline Technologies (de), Inc., DealerTrack Technologies,Inc., ExlService Holdings, Inc., Fair Isaac Corp, 
MAXIMUS, Inc., MedAssets, Inc., Medidata Solutions, Inc., NeuStar, Inc., Omnicell, Inc., Quality Systems, Inc., Tyler Technologies, Inc. and 
WEX, Inc. (collectively, the "2014 Peer Group"). This peer group reflects (relative to the Company's prior peer group) the addition of 
Omnicell, Inc., a comparably-sized health care technology company, and the removal of Accretive Health because of its delisiting from the New 
York Stock Exchange in March 2014. We believe these changes maintain the Company's size positioning against the peer group within the 
median range, consistent with our overall total direct target compensation philosophy.  

        The chart below compares HMS's revenue, net income, EBITDA and market capitalization to the median revenue, net income, EBITDA 
and market capitalization for our 2014 Peer Group. Note that  
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(in millions) (1) 
  HMS   

2013 Peer  
Group  
Median   

Revenue    $ 489   $ 671   
Net Income (2)    $ 48   $ 38   
EBITDA    $ 151   $ 109   
Market Capitalization (3)    $ 1,887   $ 2,103   

(1)  Revenue, Net Income and EBITDA based on most recently available four quarters as of October 21, 2013.  
 

(2)  Before extraordinary items and discontinued operations.  
 

(3)  As of September 30, 2013.  
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although our revenue and market capitalization are below the median, our net income and EBITDA are above the peer median.  

2014 Competitive Review  

        During the fourth quarter of 2014, the Compensation Committee retained F.W. Cook to conduct a competitive review of the overall 
compensation packages of our named executive officers (the "2014 Competitive Review"). The analysis was based on a review of the 
compensation of our named executive officers to similarly situated executives in the 2014 Peer Group. While we generally aim to set each 
named executive officer's target total direct compensation between the median and 75 th  percentile of the levels paid to similarly situated 
executives in our peer group, such data is intended to serve as one of several reference points to assist the Compensation Committee in its 
discussions and deliberation. The Compensation Committee reserves flexibility to vary from this positioning based on a variety of factors 
including prior year compensation targets, the named executive officer's overall performance, changes in roles or responsibilities, and prior year 
short- and long-term incentive payments.  

        As part of the 2014 Competitive Review, the Compensation Committee reviewed (i) a competitive analysis of the target total direct 
compensation of the named executive officers, including base salary and short and long-term incentives, (ii) an analysis of our 2013 actual 
compensation levels for the named executive officers and our performance relative to the peer group companies and (iii) a competitive 
assessment of our aggregate long-term incentive grant practices, including a review of share usage (shares granted in equity plans as a 
percentage of weighted average shares outstanding), potential dilution relative to peer group practice and fair value transfer that measures the 
aggregate value of long-term incentives in absolute dollars and as a percent of market capitalization.  
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(in millions) (1) 
  HMS   

2014 Peer  
Group  
Median   

Revenue    $ 467   $ 672   
Net Income (2)    $ 32   $ 29   
EBITDA    $ 117   $ 107   
Market Capitalization (3)    $ 1,654   $ 1,946   

(1)  Revenue, Net Income and EBITDA based on most recently available four quarters as of October 6, 2014.  
 

(2)  Before extraordinary items and discontinued operations.  
 

(3)  As of September 30, 2014.  
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2014 Executive Compensation Elements  

        The primary elements of our executive compensation program are as follows:  

        In addition, we generally also provide salary and benefit continuation payments that are only payable if an executive officer's employment 
is terminated under specific circumstances. These benefits, which provide reasonable income protection in the event an executive officer's 
employment is terminated without cause or, following a change in control, an executive officer resigns for good reason, support our executive 
retention goal and encourages executive independence and objectivity in considering a potential change in control transaction.  

        The Compensation Committee does not have a formal or informal policy or target for allocating compensation between cash and non-cash 
compensation, or among the different forms of non-cash compensation. In allocating compensation between cash and non-cash forms, we, after 
reviewing information provided by F.W. Cook, determine what we believe in our business judgment is the appropriate level with respect to each 
of the various compensation components.  

        For 2014, the Compensation Committee re-evaluated the structure of our short-term (cash) incentive program and long-term incentive 
compensation and determined to implement a number of changes to establish increased linkage between metrics, goal-setting and incentive 
payouts and the Company's overall strategic goals, increase participant accountability, and balance annual and long-term results. These changes 
include modifying the Company's annual short-term (cash) incentive plan to include a portion based on the Company's achievement of non-
financial strategic objectives and revising the equity mix of long-term incentive compensation.  

Base Salary  

        Base salary is used to recognize the experience, skills, knowledge and responsibilities of our employees, including our named executive 
officers. The key factors in determining base salary are the competitive rate among our peers for positions of like responsibility and the level of 
the named executive officer's salary in relation to other employees within the Company with similar responsibilities and tenure.  
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Element   Type   Objective 

Annual Base Salary    Fixed cash compensation for 
performing day-to-day 
responsibilities 

  Recognizes skills, experience and 
responsibilities 

Annual Short-Term Incentive 
Compensation  

  
Cash compensation awards 
based on the achievement of 
short-term financial goals and 
other strategic objectives 
measured over a specific year  

  
Promotes and rewards short-term 
corporate performance and 
achievement of our strategic 
objectives  

Annual Long-Term Incentive 
Compensation  

  
Restricted stock units  
Nonqualified stock options  

  
Builds executive stock ownership, 
retains executives and aligns 
compensation with the 
achievement of our long-term 
financial goals of creating 
stockholder value and our 
strategic objectives as measured 
over multi-year periods  
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        The Compensation Committee reviews base salaries annually and, if appropriate, makes adjustments to reflect market levels generally every 
two years after taking into account individual responsibilities, performance and experience and the recommendations of the Chief Executive 
Officer. For 2014, the base salaries for Messrs. Lucia and Hosp and Ms. Nustad remained at $650,000, $450,000 and $425,000, respectively. 
With respect to Ms. Wagner, the Committee increased her base salary in March 2014, from $450,000 to $475,000 based on her significant 
contributions and increased scope of responsibilities as Executive Vice President of Operations, the recommendation of the Chief Executive 
Officer and the benchmarking data provided by F.W. Cook. In March 2014, Mr. Donabauer received a merit increase from $245,000 to $252,350 
to recognize his performance, contributions and achievements in 2013. Both Mr. DeFelice and Mr. Sherman joined the Company during 2014, 
and their base salaries were established at $425,000 and $500,000, respectively.  

Annual Short-Term (Cash) Incentive Compensation  

        The Compensation Committee awards annual short-term cash incentive compensation to our named executive officers in accordance with 
specific performance criteria established each year and based on the extent to which those criteria were achieved. The Compensation Committee 
believes that this element of our executive compensation program promotes the Company's performance-based compensation philosophy by 
providing named executive officers with direct financial incentives for achieving specific short-term performance goals. Performance criteria for 
the annual short-term cash incentive awards are established and awards are ultimately made in a manner intended to reward both overall 
corporate performance and an individual's participation in attaining such performance. Our annual short-term cash incentive awards are paid in 
cash, ordinarily in a single payment in the first quarter following the completion of the fiscal year.  

        Our Board of Directors has adopted, and our stockholders have approved, the HMS Holdings Corp. Annual Incentive Compensation Plan 
("AIP") to provide key executives incentive awards that are intended to qualify as performance-based compensation and that are intended to be 
deductible for federal income tax purposes under the Internal Revenue Code of 1986 (the "Code"). The AIP is entirely objective. Participants in 
the AIP are eligible to receive a maximum bonus award of $2,000,000, subject to the Compensation Committee's authority to use negative 
discretion, if the predetermined objective goal for the fiscal year is met. EBITDA was selected as the performance metric under the AIP for fiscal 
year 2014 because it is a primary reporting metric for the Company. EBITDA is calculated based on generally accepted accounting principles 
(GAAP) income before income taxes to exclude the effects of interest, depreciation and amortization of intangible assets, as reported in our 
financial statements for the year ended December 31, 2014. All of the named executive officers other than Mr. Donabauer were participants 
under the AIP for fiscal 2014.  

        In February 2014, the Compensation Committee established the 2014 Short-Term (Cash) Incentive Plan ("2014 STIP"). The 2014 STIP 
operates as a sub plan under our stockholder approved AIP. This plan within a plan structure is designed to preserve deductibility under 
Section 162(m) of the Code, while giving the Compensation Committee the flexibility to grant awards that reflect financial and strategic 
achievements based on both objective and subjective criteria. The Compensation Committee established performance goals for each executive 
officer under the 2014 STIP that were used to determine actual bonus amounts that were paid in 2015, which are below the officers' maximum 
award under the AIP, if applicable.  

        Awards under the 2014 STIP were made from a bonus pool sized based on the aggregate target incentive opportunity for all eligible 
employees. Generally, an employee's target annual incentive opportunity is established based on the employees' management level within the 
Company and is  
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expressed as a percentage of annual base salary. The target annual incentive opportunities approved by the Compensation Committee for our 
named executive officers are as follows:  

2014 Performance Goals  

        For 2014, with input from F.W. Cook, the Compensation Committee determined to redesign the short-term (cash) incentive program, which 
was historically funded based solely on achievement of financial objectives, to include both financial and non-financial objectives. The 
Compensation Committee established revenue and adjusted EBITDA as the financial metrics under the 2014 STIP. We believe that revenue and 
adjusted EBITDA are strong indicators of our overall financial performance and are key indicators used by industry analysts to evaluate our 
operating performance. We define adjusted EBITDA, which is a non-GAAP measure, as earnings before interest, taxes, depreciation, 
amortization, and stock based compensation. In addition to the financial objectives, the Compensation Committee established certain strategic 
objectives under the 2014 STIP in order to motivate participants to achieve the overall short-term strategic goals of the Company. Weightings 
then were established for each of the three performance metrics for 2014—50% for adjusted EBITDA, 25% for revenue and 25% for strategic 
objectives, as well as specific performance targets for revenue and adjusted EBITDA. The adjusted EBITDA target for 2014 was $123.0 million. 
The revenue target for 2014 was $443.0 million.  

        The bonus pool under the 2014 STIP was funded based on the level of achievement of each of the performance objectives. As illustrated in 
the charts below, the applicable percentage of the bonus target to be paid varies with the Company's level of achievement of its adjusted 
EBITDA target and revenue target. Payout levels for the portions of the incentive award subject to achievement of these financial objectives 
were limited to 200% of target.  

 
Adjusted EBITDA  
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Named Executive Officer   
Target Incentive Opportunity (as  

a % of base salary)   
W. Lucia      100 % 
J. Sherman      65 % 
E. DeFelice      65 % 
K. Wagner      65 % 
C. Nustad      65 % 
W. Hosp (1)      65 % 
J. Donabauer      50 % 

(1)  Mr. Hosp resigned as our Executive Vice President, Chief Financial Officer and Treasurer, effective as of June 6, 
2014.  

Percent of Target  
Achieved   Bonus Multiple 

<85%    — 
85%    0.5 

86% - 99%    Payout is a straight line from 0.5 to 1.0 
100%    1.0 

101% - 130% (1)    Payout is a straight line from 1.0 to 2.0 

(1)  Payouts above 100% are subject to a limit of 20% of incremental adjusted EBITDA above budget.  
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Revenue  

        In addition to financial objectives, the following strategic objectives were established for 2014 to align our objectives with those of our 
customers, stockholders and employees:  

•  Build increased sales competency: Establish a sales organization and formal sales process and develop a sales incentive plan 
focused on accelerating profitable growth.  
 

•  Drive operational effectiveness/margin improvement: Increase revenue per employee and product yield.  
 

•  Rationalize product portfolio: Establish a Product Management function and exit or improve the profitability of underperforming 
products.  
 

•  Improve customer satisfaction: Improve Voice of the Customer participation and scores.  
 

•  Enhance employee engagement: Improve engagement scores in 2014 survey.  

        The level of achievement of the strategic objectives is determined in the Compensation Committee's sole discretion.  

        When considering whether the Company has achieved its goals for payouts under the pre-existing terms of the short-term (cash) incentive 
program, the Compensation Committee may determine to exclude certain significant unplanned items that may distort the Company's 
performance and that were largely out of the control of management. This practice helps ensure that our senior executives will be fairly treated 
and remain engaged and motivated and will not be unduly influenced in their day-to-day decision-making because they would neither benefit nor 
be penalized as a result of certain unexpected and uncontrollable or strategic events that may positively or negatively affect the performance 
goals in the short-term.  

2014 Short-Term (Cash) Incentive Compensation Calculation  

        The named executive officers' 2014 incentive awards generally were determined by applying the predefined financial and strategic 
objectives weightings in the following formula:  

  

        For 2014, the Company had adjusted EBITDA of $101.2 million and revenue of $443.2 million. In determining the cash bonus amounts to 
be paid to the named executive officers for services performed in 2014, the Compensation Committee approved adjustments to the 2014 
financial targets to exclude the Medicare RAC revenue due to the significant uncertainty with the related procurement and award process, which 
was substantially beyond the control of management, and an adjustment to the adjusted EBITDA  
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GRAPHIC

Percent of Target  
Achieved   Bonus Multiple 

<90%    — 
90%    0.5 

90% - 99%    Payout is a straight line from 0.5 to 1.0 
100%    1.0 

101% - 120% (1)    Payout is a straight line from 1.0 to 2.0 

(1)  Payouts above 100% are subject to a limit of 20% of incremental adjusted EBITDA above budget.  
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calculation to exclude the impact of 2014 legal fees incurred in connection with Public Consulting Group, Inc. ("PCG") litigation. The 
Compensation Committee determined that the facts giving rise to the PCG litigation were substantially outside of the control of current 
management and that the facts and circumstances underlying the litigation occurred in the past, prior to the employment of the management team 
(other than Mr. Lucia), and were related to the intervening wrongful acts of third parties. Additional considerations included fairness to the 
Company's management and employees and employee morale. These adjustments resulted in adjusted EBITDA of $107.4 million and adjusted 
revenue of $421.2 million, or 87.1% and 95.0% achievement of the respective financial objectives. In addition, the Compensation Committee 
determined that 100.0% of the strategic objectives for 2014 were met. Based on the Company's achievement level of each of the pre-determined 
performance objectives, the bonus pool under the 2014 STIP was funded at 72% of the target bonus pool.  

        Below is a comparison of target bonus amounts to actual bonus amounts paid to the named executive officers under the 2014 STIP.  

        The actual bonus amounts for each of Messrs. Lucia and DeFelice and Ms. Nustad were determined by multiplying each officer's target 
bonus by 72%, the percentage of bonus payout calculated above. Mr. DeFelice's bonus was not pro-rated for a partial year of employment, 
pursuant to his employment agreement with the Company. Mr. Sherman joined the Company in September 2014 and was guaranteed a minimum 
bonus for the 2014 plan year of $150,000, pursuant to his employment agreement with the Company. Taking into consideration the 
recommendation of the President and Chief Executive Officer, the Compensation Committee approved a bonus of $155,000 for Mr. Sherman. In 
determining the amount of Ms. Wagner's bonus for 2014, the Compensation Committee considered her contribution to the Company's 
achievement of its overall strategic plan, and her individual contributions to the operations unit relative to the Company's other business areas, 
which, among other achievements, include increasing  
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Performance Objectives   

Performance  
Objective  
Weighting   

Bonus  
Pool at  
Target    

Achievement  
of  

Performance  
Objective   

Computed  
Bonus Pool   

          (in thousands)         (in thousands)    
Adjusted EBITDA      50 % $ 5,677     87.1 % $ 3,234   
Revenue      25 % $ 2,838     95.0 % $ 2,141   
Strategic Objectives      25 % $ 2,838     100.0 % $ 2,838   
Totals      100 % $ 11,353         $ 8,213   
% of Bonus Payout                        72% of target   

Named Executive Officer   Target Bonus   

Actual  
Percentage of  
Target Bonus  

Paid   Actual Bonus (1) 
  

W. Lucia    $ 650,000     72 % $ 468,000   
J. Sherman    $ 325,000     48 % $ 155,000   
E. DeFelice    $ 276,250     72 % $ 198,000   
K. Wagner    $ 308,750     86 % $ 265,000   
C. Nustad    $ 276,250     72 % $ 200,000   
J. Donabauer    $ 126,175     75 % $ 95,000   
W. Hosp (2)    $ 292,500     —    —  

(1)  The amounts in this column do not exceed the AIP maximum amounts of $2.0 million for any named executive 
officer.  
 

(2)  Mr. Hosp resigned as our Executive Vice President, Chief Financial Officer and Treasurer, effective as of June 6, 
2014.  
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operational efficiency and improving employee engagement scores for 2014, in addition to the pre-established financial and strategic objectives, 
and determined to increase her award payment above the 72% payout level by $42,700. The amount of Mr. Donabauer's bonus for 2014 was 
determined in the President and Chief Executive Officer's discretion, pursuant to delegated authority by the Compensation Committee. The 
President and Chief Executive Officer determined to increase Mr. Donabauer's bonus payment above the 72% payout level based on his roles as 
interim Principal Financial Officer and interim Treasurer during part of 2014. Mr. Hosp was not eligible to receive a bonus for 2014 because he 
was not employed by the Company on the date the bonuses were paid.  

Annual Long-Term Incentive Compensation  

        We believe that equity grants provide our named executive officers with a strong link to our long-term performance in order to create an 
ownership culture and help to align their interests with those of our stockholders.  

        In accordance with our Fourth Amended and Restated 2006 Stock Plan (the "2006 Stock Plan"), we set the exercise price of all stock 
options equal to the closing price of our common stock on the NASDAQ Global Select Market on the day of the grant. Accordingly, a stock 
option grant will provide a return to the executive officer only in the following circumstances, outside of a change in control: (i) the executive 
officer remains employed during the vesting period, (ii) the performance conditions (which relate to 50% of the stock option grant) are achieved, 
and (iii) the market price of our common stock appreciates from the option's exercise price. As a result, stock options strongly support our 
objective of ensuring that pay is aligned with changes in stockholder value.  

        In addition to stock options, we previously have issued restricted stock awards and in more recent years, restricted stock unit awards, under 
the 2006 Stock Plan to support the goal of retaining our named executive officers and to further align the interests of our executives with 
stockholders by increasing their stock ownership. Because restricted stock and restricted stock units awarded to executives generally vest in 
installments over time, these awards will provide a return to the executive only if the executive remains employed during the vesting period. We 
also align pay with performance by establishing performance conditions with respect to all or a portion of the awards. With respect to any 
portion of an award subject to performance conditions, the award will provide a return to the executive only if the Company achieves its 
objectives. The value of the restricted stock awards and restricted stock unit awards granted to the executive increases or decreases as the market 
price of our common stock increases or decreases, further supporting our objective of ensuring that pay is aligned with changes in stockholder 
value.  

How Awards Are Granted  

        The Compensation Committee historically has awarded two annual grants of equity at its regularly scheduled meetings held during the first 
and fourth quarters of the year. The dates of the regularly scheduled meetings are determined in advance, typically during the fourth quarter of 
the preceding year. At these regularly scheduled meetings, the Committee will meet with management and F.W. Cook to discuss and consider 
award determination, and if approved, the Committee will establish a grant date that is two business days after the date that the Company will 
file its next quarterly report on Form 10-Q or annual report on Form 10-K, as applicable, as well as the award amounts and terms of the awards 
for the executive officers.  

        For purposes of determining equity awards for our other named executive officers, our President and Chief Executive Officer presents the 
Compensation Committee with his recommendations for the other executive officers. With respect to our President and Chief Executive Officer, 
the Committee considers the Company's performance and relative stockholder return and the awards given to the President and Chief Executive 
Officer in past years. The Committee also seeks guidance from F.W. Cook as to appropriateness of grant amounts, vesting schedules and 
performance conditions in light of market practices based on  
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benchmarking data from our peer group companies. These equity awards are granted based upon the Compensation Committee's subjective 
evaluation of the appropriate grant depending upon the level of responsibility of each named executive officer and competitive positioning 
among our peer group companies.  

        In addition to grants that are approved at the regularly scheduled meetings, the Compensation Committee approves off-cycle initial equity 
grants to attract and retain key new hires based on management's negotiations with the new hire candidate. These off-cycle grants are generally 
effective as of the date the new hire commences employment with the Company and are subject to time-based vesting.  

2014 Competitive Review  

        In October 2014, the Compensation Committee evaluated the long-term incentive compensation component of the executive compensation 
program. With the guidance of F.W. Cook, the Committee reviewed the Company's long-term incentive grant practices, including a review of 
share usage (shares granted in equity plans as a percentage of weighted average shares outstanding), potential dilution relative to peer group 
practice and fair value transfer that measures the aggregate value of long-term incentives in absolute dollars and as a percent of market 
capitalization.  

        Taking into consideration F.W. Cook's recommendations, the Committee established a target amount for total long-term compensation at a 
slightly higher level than previous years in order to maintain competitive market levels for recently recruited management with more experience 
to help the Company achieve its growth objectives and to encourage retention in light of the uncertainty of the Medicare RAC contract award 
process and volatility in the Company's stock price.  

2014 Long-Term Incentive Compensation  

        For the 2014 fiscal year, in making its determinations with respect to granting annual long-term incentives, the Compensation Committee 
considered F.W. Cook's recommendations based on the 2014 Competitive Review (with respect to the fourth quarter 2014 grants) and peer group 
benchmarking data and the recommendations of the President and Chief Executive Officer (other than with respect to his own incentives), in 
addition to several objective factors, including comparative share ownership of similarly-situated executives, the Company's financial 
performance, the amount of equity previously awarded, the vesting of such awards and the retention value of the award. In determining amounts 
of long-term incentive compensation to be awarded, no fixed or specific mathematical weighting was applied to the subjective or the objective 
assessment of the named executive officers' individual achievements.  

        For 2014, the Committee continued its prior year practice of awarding an annual grant of restricted stock units in the first fiscal quarter and 
an annual equity grant in the fourth fiscal quarter.  

        First Quarter 2014 Grants.     On March 5, 2014, the Committee awarded an equity grant to (i) Mr. Lucia 33,399 of restricted stock units, 
(ii) Mr. Hosp 17,318 of restricted stock units, (iii) Mr. Donabauer 7,422 of restricted stock units, (iv) Ms. Wagner 24,740 of restricted stock 
units, and (v) Ms. Nustad 19,792 of restricted stock units, based on the closing price of our common stock of $20.21 on the NASDAQ Global 
Select Market on that date, provided that the Company achieved positive operating income before taxes for the fiscal year ending December 31, 
2014. The vesting period of restricted stock units for the first quarter 2014 grant was reduced from five years to four years from the date of the 
grant to align with the market practices of our peer group companies and to match the period after which stock option awards are fully vested 
and exercisable.  

        Fourth Quarter 2014 Grants.     In November 2014, with advice from F.W. Cook, the Committee determined to make certain changes to the 
mix of equity for the fourth quarter annual equity award. Specifically, the Committee shifted from an award of 100 percent stock options to an 
equal value weighting of non-qualified stock options and restricted stock units. The Committee believes that the mix of stock  
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options and restricted stock units is appropriate because the two forms of awards together represent a balanced approach that reinforces our 
emphasis on pay for performance because the numbers of shares earned depends on the performance against pre-defined goals and the value of 
the shares fluctuates based on the stock price.  

        In addition, in November 2014 the Committee determined that 50% of the value of their fourth quarter annual long-term incentive awards 
would be time-based and 50% would be performance-based with vesting tied solely to our stock price. The Committee believes that this mix of 
vesting supports several important objectives, including compensating named executive officers for achievement of long-term goals tied to 
business strategy through the use of performance-based vesting, rewarding named executive officers for sustained increases in stock price and 
ensuring the overall cost of the program is aligned with compensation realized by named executive officers and performance delivered to 
stockholders. The Committee believes that restricted stock units provide a retention incentive, enhance executive stock ownership, and align the 
interests of our executives with the interests of our stockholders. However, the Committee believes that allocating a portion of restricted stock 
units to performance goals would continue to offer a strong retention incentive while reinforcing the Company's long-term focus.  

        On November 12, 2014, the following named executive officers received restricted stock unit awards as follows: (i) Mr. Lucia was awarded 
34,096 restricted stock units, (ii) Mr. Sherman was awarded 15,603 restricted stock units, (iii) Mr. DeFelice was awarded 9,246 restricted stock 
units, (iv) Ms. Wagner was awarded 13,291 restricted stock units, (v) Ms. Nustad was awarded 11,558 restricted stock units, and 
(vi) Mr. Donabauer was awarded 2,080 restricted stock units, based on the closing price of our common stock of $21.63 on the NASDAQ Global 
Select Market on that date.  

        On November 12, 2014, the following named executive officers received an award of non-qualified stock options to purchase shares of our 
common stock as follows: (i) Mr. Lucia was awarded 97,231 non-qualified stock options, (ii) Mr. Sherman was awarded 44,495 non-qualified 
stock options, (iii) Mr. DeFelice was awarded 26,367 non-qualified stock options, (iv) Ms. Wagner was awarded 37,903 non-qualified stock 
options, (v) Ms. Nustad was awarded 32,959 non-qualified stock options and (vi) Mr. Donabauer was awarded 5,932 non-qualified stock 
options.  

Early 2015 Compensation Actions  

Combination of Annual Long-Term Incentive Grants into One Annual Grant  

        In the past, we granted long-term incentive compensation in two annual grants during the first and fourth quarters. Beginning in 2015, we 
determined instead to combine the two annual equity grants made during the first and fourth fiscal quarters into one annual grant during the first 
fiscal quarter in order to align the timing of annual grants to follow the determination and review of the prior year's financial results. This timing 
allows us to evaluate an executive's total compensation for the full year at one time while simplifying the annual equity award process.  

Limited New Executive Perquisites  

        In order to enhance the Company's ability to recruit and retain highly qualified executive talent, on February 6, 2015, and based on input 
from F.W. Cook, we determined to offer Guaranteed Standard Issue, or individual disability income insurance, to employees of the Company 
earning more than $300,000 in annualized base salary, as well as financial counseling services to the President and Chief Executive Officer and 
any officers of the Company who report directly to the President and Chief Executive Officer. We believe these benefits are comparable to 
benefits offered by companies of a similar size to ours. Each of the named executive officers, other than Mr. Donabauer, is eligible to receive 
these benefits.  
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Other Elements of Compensation Available to all Employees  

Benefits and Other Compensation  

        We maintain broad-based benefits that are provided to all employees, including health and dental insurance, life and disability insurance 
and a 401(k) plan. Our named executive officers are eligible to participate in all of our employee benefit plans, in each case on the same basis as 
other employees. The Company matches 100% of participant contributions to our 401(k) plan up to 3% of their eligible compensation and 50% 
of the next 2% of their eligible compensation contributed to the 401(k) plan, up to a maximum of $10,200 per annum for 2014.  

Severance and Change-in-Control Benefits  

        To enable us to offer competitive total compensation packages to our senior executives, as well as to ensure the ongoing retention of these 
individuals when considering transactions that may create uncertainty as to their future employment with us, in 2011, the Compensation 
Committee approved standardizing the terms of employment of our senior executives, which included providing consistent separation and 
change-in-control protection.  

        Based on information provided by F.W. Cook, the Committee believes that the protection afforded by the revised terms of employment 
described above provides a level of benefits that are estimated to be within a reasonable range based on competitive practices with respect to 
comparable positions. We believe that the benefits provided under these agreements are consistent with the Company's objective of attracting 
and retaining highly qualified executives and provide reasonable assurance so that our senior executives are not distracted from their duties 
during the uncertainty that may accompany a possible change in control.  

        We have provided detailed information about Mr. Lucia's employment agreement and our agreements with the other named executive 
officers and the benefits provided to Mr. Lucia and the other named executive officers under their respective agreements, along with estimates of 
the value of such benefits under various circumstances, under the caption "Potential Payments upon Termination of Employment or Change-in-
Control" below.  

Stock Ownership Guidelines for Executive Officers  

        With the Board's approval, in October 2014, we adopted stock ownership guidelines for our directors and executive officers to help ensure 
that they each maintain an equity stake in the Company, and by doing so, appropriately link their interests with those of other stockholders. The 
guidelines for executive officers are based on a multiple of the executive's base salary.  

        Each executive has five years from the date he or she becomes subject to these guidelines to meet his or her target. Shares that satisfy the 
stock ownership guidelines include stock owned outright, directly or indirectly, restricted stock or restricted stock units, and deferred stock units. 
Management monitors compliance with these guidelines on an annual basis.  

Clawback Policy  

        In October 2014, the Board adopted a clawback policy that covers each current and former executive officer of the Company and applies to 
all forms of executive incentive compensation. Our clawback policy provides that the Board (or a Board committee) is authorized to recover 
from any current or former  
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Title   
Value of Shares to  

be Owned 

Chief Executive Officer   5 X Base Salary 
 
Other Executive Officers 

 
  2 X Base Salary 
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executive officer any bonus, incentive compensation or equity-based compensation gains resulting from certain misconduct occurring after 
January 1, 2015 that causes a restatement of our Company's financial statements. The Board is required to review all circumstances and actions 
causing such restatement and to take action as it deems appropriate. We are monitoring this policy to ensure that it is consistent with applicable 
laws, and to the extent that the SEC adopts rules for clawback policies, we will revise our policy to reflect any necessary changes.  

Prohibition on Hedging and Pledging  

        Our Insider Trading Policy prohibits our employees and directors from, among many other actions, purchasing our securities on margin, 
borrowing against our securities held in a margin account, pledging our securities as collateral for a loan and entering into hedging and derivative 
transactions with respect to our securities.  

Tax Considerations  

        Code Section 162(m) prohibits us from deducting from taxable income any compensation in excess of $1 million paid to our President and 
Chief Executive Officer and the three other most highly compensated named executive officers employed at the end of the year (other than our 
Chief Financial Officer), except to the extent that such compensation is paid pursuant to a stockholder approved plan upon the attainment of 
specified performance objectives. The Compensation Committee believes that tax deductibility is an important factor, but not the sole factor, to 
be considered in setting executive compensation policy. Accordingly, the Compensation Committee periodically reviews the potential 
consequences of Section 162(m) and generally intends to take such reasonable steps as are required to avoid the loss of a tax deduction due to 
Section 162(m). However, the Compensation Committee may, in its judgment, authorize compensation payments or arrangements that do not 
comply with the exemptions in Section 162(m) when it believes that such payments are appropriate to attract and retain executive talent.  
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Summary Compensation Table  

        The following table sets forth the cash and non-cash compensation awarded to or earned by our named executive officers for the fiscal years 
ended December 31, 2014, 2013 and 2012. Information for 2013 and 2012 is not provided for Messrs. Sherman and DeFelice because they were 
not employed by the Company until 2014, and information for 2012 is not provided for Ms. Wagner because she was not employed by the 
Company until 2013. In accordance with the rules of the SEC, information for 2013 and 2012 is not provided for Mr. Donabauer because he did 
not serve as an executive officer of the Company during any part of those years.  
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Name and Principal  
Position   Year   

Salary  
($)   

Bonus  
($)   

Stock  

Awards (1) 

 
($)   

Option  

Awards (2) 

 
($)   

Non-  
Equity  

Incentive  
Plan  

Compensation 
($)   

All Other  
Compensation 

(3)  

($)   

Total  
Compensation 

($)   
William C. Lucia      2014     650,000     —    1,412,490     737,497     468,000     10,400     3,278,387   

President and Chief      2013     650,000     —    674,988     1,200,000     —    10,200     2,535,188   
Executive Officer      2012     650,000     —    —    1,200,000     —    10,000     1,860,000   

Jeffrey S. Sherman      2014     136,538 

 
(4)   355,000     337,493     1,087,493     —    —    1,916,524   

EVP, Chief 
Financial      2013     —    —    —    —    —    —    —  
Officer and 
Treasurer      2012     —    —    —    —    —    —    —  

Eugene V. DeFelice      2014     312,211 

 
(5)   50,000     399,990     399,992     198,000     178,189 

 
(6)   1,538,382   

EVP, General 
Counsel      2013     —    —    —    —    —    —    —  
and Corporate 
Secretary      2012     —    —    —    —    —    —    —  

Cynthia Nustad      2014     421,731     —    649,996     249,994     200,000     10,400     1,532,121   
EVP and Chief      2013     378,413     —    524,020     469,327     —    10,200     1,381,960   
Information Officer      2012     350,000     —    31,236     93,743     —    —    474,979   

Semone Wagner      2014     470,192     —    787,480     287,494     265,000     13,677     1,823,843   

EVP, Operations      2013     337,500 (7)   50,000     499,981     450,000     —    6,923     1,344,404   
    2012     —    —    —    —    —    —    —  

Walter D. Hosp      2014     205,962 

 
(8)   —    349,997 

 
(10)   —    —    234,979 

 
(9)   790,938   

Former EVP and      2013     445,833     —    499,990     425,000     —    7,337     1,378,160   
Chief Financial 
Officer      2012     425,000     —    —    424,995     —    10,000     859,995   

Joseph M. 
Donabauer      2014     248,025     63,087     194,989     44,994     95,000     10,505     656,600   
SVP and Controller 
and      2013     —    —    —    —    —    —    —  
Former Interim 
Principal      2012     —    —    —    —    —    —    —  
Financial Officer 
and                                                    
Interim Treasurer                                                    

(1)  The amounts in this column represent the aggregate grant date fair value of the restricted stock unit awards computed in accordance with Financial Accounting 
Standards Board (FASB) guidance on stock-based compensation. The relevant assumptions made in the valuations may be found in Note 11 of the Notes to the 
Consolidated Financial Statements in our Annual Report. The grant date fair value of restricted stock units is determined based on the number of units awarded 
and the fair value of our common stock on the grant date, which is the closing sales price per share of our common stock reported on The NASDAQ Global Select 
Market on that date.  
 

(2)  The amounts in this column represent the aggregate grant date fair value of the stock option awards computed in accordance with FASB guidance on stock-based 
compensation. The relevant assumptions made in the valuations for the 2014, 2013 and 2012 stock option awards may be found in Note 11 of the Notes to the 
Consolidated Financial Statements in (i) our 2014 Annual Report on Form 10-K (ii) our 2013 Annual Report on Form 10-K and (iii) our 2012 Annual Report on 
Form 10-K, respectively. The grant date fair value of stock options is determined based on the number of options awarded and the fair value of the stock option on 
the grant date, which is the Black Scholes value of closing sales price per share of our common stock reported on The NASDAQ Global Select Market on that 
date.  
 

(3)  The amounts in this column consist of 401(k) Savings Plan employer matching contributions and, as applicable, the other items specified in the footnotes in this 
column.  
 

(4)  The amount reported consists of base salary earned by Mr. Sherman, prorated from his date of employment on September 8, 2014.  
 

(5)  The amount reported consists of base salary earned by Mr. DeFelice from his date of employment on March 24, 2014.  
 

(6)  The amount reported consists of 401(k) Savings Plan employer matching contributions of $7,192 and relocation expenses of $170,997 reimbursed by the Company 
pursuant to Mr. DeFelice's employment agreement with the Company.  
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Narrative Discussions to Summary Compensation Table and Grants of Plan-Based Awards Table  

        The following discussion supplements the information provided in the Summary Compensation Table that precedes this discussion and the 
Grants of Plan Based Awards Table that follows this discussion.  

Salary  

        The amounts reported in the "Salary" column in the Summary Compensation Table consist of base salary earned in the respective fiscal 
year. Annual base salaries for 2014 for each of the named executive officers other than Ms. Wagner and Mr. Donabauer were as follows: 
$650,000 for Mr. Lucia; $500,000 for Mr. Sherman; $425,000 for Mr. DeFelice; $425,000 for Ms. Nustad; and $450,000 for Mr. Hosp. In March 
2014, Ms. Wagner's annual base salary was increased from $450,000 to $475,000 and Mr. Donabauer's annual base salary was increased from 
$245,000 to $252,350.  

Bonus  

        The amounts reported in the "Bonus" column in the Summary Compensation Table for 2014 are based on the following factors.  

        Jeffrey S. Sherman.     Mr. Sherman was guaranteed a minimum bonus payment for 2014 of $150,000, pursuant to his employment 
agreement with the Company. In February 2015, the Compensation Committee awarded Mr. Sherman a bonus for 2014 of $155,000. In addition, 
Mr. Sherman received a sign-on bonus of $200,000 in 2014, pursuant to the terms of his employment agreement.  

        Eugene V. DeFelice.     Mr. DeFelice received a sign-on bonus of $50,000 in 2014, pursuant to the terms of his employment agreement with 
the Company.  

        Joseph M. Donabauer.     Mr. Donabauer entered into a Retention Agreement with the Company in April 2014, pursuant to which 
Mr. Donabauer is entitled to receive, among other things, $126,175 in two equal installments, subject to certain conditions. Mr. Donabauer 
received the first installment of $63,087 in 2014.  

Stock and Option Awards  

        First Quarter 2014 Awards.     On March 5, 2014, the Compensation Committee awarded a grant pursuant to the 2006 Stock Plan to 
(i) Mr. Lucia 33,399 of restricted stock units, (ii) Mr. Hosp 17,318 of restricted stock units, (iii) Mr. Donabauer 7,422 of restricted stock units, 
(iv) Ms. Wagner 24,740 of restricted stock units, and (v) Ms. Nustad 19,792 of restricted stock units, based on the closing price of our common 
stock of $20.21 on the NASDAQ Global Select Market on that date, provided that the Company achieved positive operating income before taxes 
for the fiscal year ending December 31, 2014. Based on the Company's audited financial statements included in its Annual Report for the fiscal 
year ending December 31, 2014, the Company achieved the performance condition and, as a result, the restricted stock units will vest in 25% 
increments, with the first 25% vesting on the first anniversary of the grant date and the remainder vesting ratably on the second, third, and fourth 
anniversaries of the grant date.  

        Fourth Quarter 2014 Awards.     On November 12, 2014, the following named executive officers received restricted stock unit awards 
pursuant to the 2006 Stock Plan as follows: (i) Mr. Lucia was awarded 34,096  
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(7)  The amount reported consists of base salary earned by Ms. Wagner from her date of employment on April 1, 2013.  
 

(8)  The amount reported consists of base salary earned by Mr. Hosp through his date of termination of employment on June 6, 2014.  
 

(9)  The amount reported consists of 401(k) Savings Plan employer matching contributions of $9,979 and severance payments of $225,000 pursuant to the Letter 
Agreement with Mr. Hosp dated March 10, 2014.  
 

(10)  The amount reported represents the value of a stock award granted on March 5, 2014, which was cancelled on June 6, 2014, pursuant to the terms of Mr. Hosp's 
Letter Agreement with the Company.  
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restricted stock units, (ii) Mr. Sherman was awarded 15,603 restricted stock units, (iii) Mr. DeFelice was awarded 9,246 restricted stock units, 
(iv) Ms. Wagner was awarded 13,291 restricted stock units, (v) Ms. Nustad was awarded 11,558 restricted stock units, and (vi) Mr. Donabauer 
was awarded 2,080 restricted stock units, based on the closing price of our common stock of $21.63 on the NASDAQ Global Select Market on 
that date. The restricted stock units vest as follows: 50% vests ratably over a three year period beginning on November 12, 2015, and the 
remaining 50% vests upon the Company's achievement of the following performance condition: the Company's average closing price per share 
must be at least 25% higher than the closing price on the grant date for a period of 30 consecutive trading days preceding the first, second or 
third anniversaries of the grant date. If the performance condition is met prior to the first anniversary of the grant date, one-third of the 
performance RSUs will vest in three equal installments on the first, second and third anniversaries of the grant date; if the performance condition 
is met after the first anniversary but prior to the second anniversary of the grant date, two-thirds of the performance RSUs will vest on the second 
anniversary of the grant date and one-third will vest on the third anniversary of the grant date; if the performance condition is met after the 
second anniversary but prior to the third anniversary of the grant date, 100% of the performance RSUs will vest on the third anniversary of the 
grant date. If the performance condition is not achieved before the third anniversary of the grant date, the performance RSUs will be forfeited. 
The named executive officer must remain employed by the Company as of each exercise date.  

        On November 12, 2014, the following named executive officers received an award of non-qualified stock options to purchase shares of our 
common stock pursuant to the 2006 Stock Plan as follows: (i) Mr. Lucia was awarded 97,231 non-qualified stock options, (ii) Mr. Sherman was 
awarded 44,495 non-qualified stock options, (iii) Mr. DeFelice was awarded 26,367 non-qualified stock options, (iv) Ms. Wagner was awarded 
37,903 non-qualified stock options, (v) Ms. Nustad was awarded 32,959 non-qualified stock options and (vi) Mr. Donabauer was awarded 5,932 
non-qualified stock options. The exercise price for these stock options was $21.63 per share. These stock options are exercisable over seven 
years and vest as follows: 50% vests ratably over a three-year period beginning on November 12, 2015, and the remaining 50% vests upon the 
Company's achievement of the following performance condition: the Company's average closing price per share must be at least 25% higher than 
the exercise price for a period of 30 consecutive trading days preceding the first, second or third anniversaries of the grant date. If the 
performance condition is achieved prior to the first anniversary of the grant date, the performance option shares become exercisable in three 
equal installments on the first, second and third anniversaries of the grant date. If the performance condition is achieved after the first 
anniversary but prior to the second anniversary, two-thirds of the performance option shares vest on the second anniversary of the grant date and 
the remainder vests on the third anniversary of the grant date. If the performance condition is met after the second anniversary but prior to the 
third anniversary of the grant date, then 100% of the performance option shares vest on the third anniversary of the grant date. If the performance 
condition is not achieved before the third anniversary of the grant date, the performance option shares will be forfeited. The named executive 
officer must remain employed by the Company as of each exercise date.  

New Hire Grants  

        The Compensation Committee approved initial equity grants under the 2006 Stock Plan to Messrs. DeFelice and Sherman upon 
commencement of their employment, pursuant to their respective employment agreements with the Company. On March 24, 2014, Mr. DeFelice 
was granted an equity award valued at $400,000 on the date of grant, consisting of 29,078 non-qualified stock options valued at $200,000 on the 
date of grant and 9,980 restricted stock units valued at $200,000 on the date of grant. On September 8, 2014, Mr. Sherman was granted an equity 
award consisting of 103,591 non-qualified stock options valued at $750,000 on the date of grant. Assuming continued employment, the options 
have a seven-year term and the options and RSUs will vest annually over a four year period beginning on the first anniversary of the date of 
grant.  
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        See "Grants of Plan Based Awards, for the year ended December 31, 2014" for information regarding the stock and option awards granted 
in 2014 and "Potential Payments upon Employment Termination and Change-in-Control" for additional information regarding matters that could 
affect the vesting of such stock and option awards.  

Non-Equity Incentive Plan Compensation  

        The amounts set forth in this column reflect the amounts paid to our named executive officers as part of their annual short-term (cash) 
incentive compensation, as discussed above under the heading "Compensation Discussion and Analysis," which precedes the Summary 
Compensation Table. Each named executive officer has a targeted annual short-term (cash) incentive award opportunity that is based on a 
percentage of his/her base salary for the fiscal year and which is earned based on the achievement of pre-determined short-term financial and 
non-financial goals measured over the year. Mr. DeFelice's annual short-term cash incentive award for 2014 was not pro-rated for a partial year 
of service, pursuant to the terms of his employment agreement with the Company.  

Post-Employment Payments  

        On March 10, 2014, in connection with accepting Mr. Hosp's resignation, the Company entered into a Letter Agreement with him regarding 
his transition and separation from the Company (the "Letter Agreement"). The Letter Agreement supersedes Mr. Hosp's employment agreement 
with the Company, dated April 30, 2012. Under the terms of the Letter Agreement and subject to certain conditions, Mr. Hosp was eligible to 
receive, among other things: (i) severance of six months of his current base salary of $450,000, to be paid in equal installments over a six month 
period in accordance with the Company's normal payroll practices, and (ii) a lump sum equal to six months of the difference between the 
COBRA coverage premium for the same type of medical, dental and vision coverage he is receiving and his employee contribution. Mr. Hosp 
was paid a severance payment of $225,000 in 2014, pursuant to the Letter Agreement.  
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Grants of Plan-Based Awards for the Year Ended December 31, 2014  

        The following table provides information concerning each grant of an award made to our named executive officers in fiscal year 2014 under 
our AIP, 2014 STIP, and 2006 Stock Plan.  
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Estimated 
Future  
Payouts  
Under  
Equity  

Incentive  
Plan  

Awards (2) 

                      

                            

  

All  
Other  
Stock  

Awards: 
 

Number 
of  

Shares  
of Stock 

or  

Units (3) 

(#) 

                 

                            

  

All Other  
Option  

Awards:  
Number  

of  
Securities  

Underlying 
 

Options (4)  

(#) 

            

             

  

Estimated Possible Payouts  
Under Non-Equity Incentive  

Plan Awards (1) 

  

Exercise  
or  

Base  
Price  

of  
Options 

(5)  

($/Sh)   

Grant  
Date Fair 

 
Value of  

Stock 
and  

Option  
Awards 

(6)  

($) 

  

        

  

Compensation 
 

Committee  
Approval  

Date 

  

Name   Grant Date   
Threshold 

($)   
Target  

($)   

Maximum 
 

($)   
Target  

(#)   
W. Lucia                  —    650,000     2,000,000                                 

    3/5/2014     3/3/2014                       33,399                       674,994   
    11/12/2014     11/3/2014                       17,048     17,048                 737,496   
    11/12/2014     11/3/2014                       48,616           48,615     21.63     737,497   

J. 
Sherman                 —    325,000     2,000,000                                 

    9/8/2014     7/29/2014                                   103,591     20.71     749,999   
    11/12/2014     11/3/2014                       7,802     7,801                 337,493   
    11/12/2014     11/3/2014                       22,248           22,247     21.63     337,495   

C. Nustad                  —    276,250     2,000,000                                 
    3/5/2014     3/3/2014                       19,792                       399,996   
    11/12/2014     11/3/2014                       5,779     5,779                 250,000   
    11/12/2014     11/3/2014                       16,480           16,479     21.63     249,994   

S. Wagner                 —    308,750     2,000,000                                 
    3/5/2014     3/3/2014                       24,740                       499,995   
    11/12/2014     11/3/2014                       6,646     6,645                 287,484   
    11/12/2014     11/3/2014                       18,952           18,951     21.63     287,494   

E. 
DeFelice                 —    276,250     2,000,000                                 

    3/24/2014     3/3/2014                                   29,078     20.04     199,998   
    3/24/2014     3/3/2014                             9,980                 199,999   
    11/12/2014     11/3/2014                       4,623     4,623                 199,991   
    11/12/2014     11/3/2014                       13,184           13,183     21.63     199,994   

J. 
Donabauer                 —    126,175     —                                  

    3/5/2014     3/3/2014                       7,422                       149,999   
    11/12/2014     11/3/2014                       1,040     1,040                 44,990   
    11/12/2014     11/3/2014                       2,966           2,966     21.63     44,994   

W. Hosp                  —    292,500     2,000,000                                 

    3/5/2014     3/3/2014                       17,318                       349,997 (7) 

(1)  Amounts represent the target and maximum short-term (cash) incentive compensation payouts that could be earned by the named executive officers for 2014. The 
target amount shown is 100% of the individual's target annual award opportunity and assumes that the named executive officer achieves all related predetermined 
financial and non-financial objectives. The maximum amount shown is the stockholder-approved maximum payout under the AIP, except with respect to 
Mr. Donabauer, who was not a participant in the AIP. There are no threshold amounts under the 2014 STIP or the AIP. The actual short-term (cash) incentive 
compensation paid for 2014 is shown in the Summary Compensation Table in the "Non-Equity Incentive Plan Compensation" column. Our 2014 STIP is described 
in the Compensation Discussion and Analysis, under the heading "Annual Short-Term (Cash) Incentive Compensation." For 2014, Mr. Lucia's target award 
opportunity was 100% of his base salary. The target award opportunity for Messrs. Sherman, DeFelice and Hosp and Mses. Nustad and Wagner was 65% of 
his/her base salary. Mr. Donabauer's target award opportunity was 50% of his base salary.  
 

(2)  Amounts represent the portion of the grant made to each named executive officer in 2014 that is dependent on certain pre-defined performance conditions. These 
grants and their vesting schedule are described in the Compensation Discussion and Analysis under the heading "Long Term Incentive Compensation."  
 

(3)  Amounts represent the portion of the restricted stock unit grant made to each named executive officer in 2014 that is conditioned on continued service. These 
restricted stock unit grants and their vesting schedule are described in the Compensation Discussion and Analysis under the heading "Long Term Incentive 
Compensation."  
 

(4)  Amounts represent the portion of the non-qualified stock option grant made to the named executive officers in 2014 that is conditioned on continued service. The 
vesting schedule for these grants are described in the Compensation Discussion and Analysis under the heading "Long Term Incentive Compensation" and in the 
Narrative Discussion to the Summary Compensation Table and Grants of Plan-Based Awards Table.  
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(5)  The exercise price equals the closing price of our common stock on the date of the grant.  
 

(6)  The amounts in this column represent the grant date fair value of each stock option grant and each restricted stock unit grant computed in accordance with FASB 
guidance on stock-based compensation, assuming all performance and service conditions are met. The relevant assumptions made in the valuations may be found 
in Note 11 of the Notes to the Consolidated Financial Statements in our Annual Report.  
 

(7)  The amount reported represents the grant date fair value of a restricted stock unit award granted on March 5, 2014, which was cancelled on June 6, 2014, pursuant 
to the terms of Mr. Hosp's Letter Agreement with the Company.  
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Outstanding Equity Awards at December 31, 2014  

     Option Awards   Stock Awards   

Name   

Number of  
Securities  

Underlying  
Unexercised 

Options  
(#)  

Exercisable   

Number of  
Securities  

Underlying  
Unexercised  

Options  
(#)  

Unexercisable   

Equity  
Incentive  

Plan  
Awards:  

Number of  
Securities  

Underlying  
Unexercised 
Unearned  
Options  

(#)   

Option  
Exercise 

Price  
($)   

Option  
Expiration 

Date   

Number  
of  

Shares or 
 

Units of  
Stock  
That 
Have  
Not 

Vested  
(#)   

Market  
Value of 
Shares  

or Units 
of Stock 

That  
Have  
Not  

Vested 
(1)  

($)   

Equity  
Incentive  

Plan  
Awards:  
Number  

of  
Unearned 
Shares,  
Units or  
Other  
Rights  
That  

Have Not  
Vested  

(#)   

Equity  
Incentive  

Plan  
Awards:  
Market  

of Payout 
Value of  

Unearned 
Shares,  
Units or  
Other  
Rights  
That  

Have Not  
Vested  

($)   

W. Lucia      23,990     —          3.15     5/4/2016     27,393 (2)   579,088               

    289,005     —          3.66     6/26/2016     23,486 (3)   496,494               

    60,000     —          12.61     10/1/2016     33,399 (4)   706,055               

    30,000     —          19.77     9/30/2017     17,048 (5)   360,395     17,048 (5)   360,395   
    71,628     —    —    22.95     9/30/2018                           

    42,733     21,367 (6)   —    27.79     10/4/2019                           

    28,694     57,389 (7)   86,083 (7)   21.36     11/14/2020                           

    —    48,615 (8)   48,616 (8)   21.63     11/11/2021                           

J. 
Sherman     —    103,591 

 
(9)   —    20.71     9/8/2021     7,801 

 
(5)   164,913     7,802 

 
(5)   164,934   

    —    22,247 (8)   22,248 (8)   21.63     11/11/2021                           

E. 
DeFelice     —    29,078 

 
(11)   —    20.04     3/23/2021     9,980 

 
(10)   210,977               

    —    13,183 (8)   13,184 (8)   21.63     11/11/2021     4,623 (5)   97,730     4,623 (5)   97,730   

S. Wagner     10,760     21,521 

 
(7)   32,281 

 
(7)   21.36     11/14/2020     13,651 

 
(12)   288,582               

    —    18,951 (8)   18,952 (8)   21.63     11/11/2021     24,740 (4)   523,004               

                                  6,645 (5)   140,475     6,646 (5)   140,496   

C. Nustad      8,435     2,812 

 
(15)   —    22.47     2/8/2018     375 

 
(13)   7,928               

    22,384     —    —    22.95     9/30/2018     17,397 (3)   367,773               

    6,676     3,339 (6)   —    27.79     10/4/2019     375 (14)   7,928               

    6,678     3,338 (7)   —    27.79     10/4/2019     19,792 (4)   418,403               

    9,564     19,130 (7)   28,694 (7)   21.36     11/14/2020     5,779 (5)   122,168     5,779 (5)   122,168   

    —    16,479 (8)   16,480 (8)   21.63     11/11/2021                           

W. Hosp 
(16)      180,000     —    —    6.37     3/1/2015     18,263 

 
(2)   386,080               

    75,000     —    —    8.00     5/30/2015     17,397 (3)   367,773               
    48,000     —    —    12.61     5/30/2015                           
    24,000     —    —    19.77     5/30/2015                           
    25,369     —    —    22.95     5/30/2015                           

    15,134     7,568 (6)   —    27.79     5/30/2015                           

    10,162     20,325 (7)   30,488 (7)   21.36     5/30/2015                           

J. 
Donabauer     1,322     —    —    19.77     9/30/2017     375     7,928               

    5,596     —    —    22.95     9/30/2018     1,856 (3)   39,236               

    6,676     3,339 (6)   —    27.79     10/4/2019     1,170 (14)   24,734               

    5,380     10,760 (7)   —(7)   21.36     11/14/2020     7,422 (4)   156,901               

    —    2,966 (8)   2,966 (8)   21.63     11/11/2021     1,040 (5)   21,986     1,040 (5)   21,986   

(1)  Market value of shares or units of stock that have not vested is calculated by multiplying the closing sales price per share of our common stock on The NASDAQ 
Global Select Market on December 31, 2014 ($21.14) by the number of shares of stock that have not vested.  
 

(2)  Represents restricted stock units granted on February 18, 2011, which vested in one quarter increments on the second and third anniversaries of the grant date. The 
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remaining quarters will vest ratably on the fourth and fifth anniversaries of the grant date, subject to the named executive officer's continued employment.  
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(3)  Represents restricted stock units granted on February 27, 2013, of which one quarter will vest on the second anniversary of the grant date. The remaining three 
quarters will vest ratably on the third, fourth and fifth anniversaries of the grant date, subject to the named executive officer's continued employment.  
 

(4)  Represents restricted stock units granted on March 5, 2014, of which one quarter will vest on the first anniversary of the grant date. The remaining three quarters 
will vest ratably on the second, third and fourth anniversaries of the grant date, subject to the named executive officer's continued employment.  
 

(5)  Represents restricted stock units granted on November 12, 2014, with the following vesting schedule: 50% vests in one-third increments on November 12, 2015, 
2016 and 2017 and 50% vests ratably on November 12, 2015, 2016 and 2017 to the extent that certain pre-defined performance and service conditions are 
satisfied.  
 

(6)  Represents stock options granted on October 5, 2012, of which one-third increments vested on both December 31, 2013 and December 31, 2014. Subject to the 
named executive officer's continued employment, the remainder will vest ratably on December 31, 2015.  
 

(7)  Represents stock options granted on November 15, 2013, with the following vesting schedule: 50% vests in one-third increments on November 15, 2014, 2015 and 
2016 and 50% vests ratably on November 15, 2014, 2015 and 2016 to the extent that certain pre-defined performance and service conditions are satisfied. One-
third (related to the service condition) vested on November 15, 2014.  
 

(8)  Represents stock options granted on November 12, 2014, with the following vesting schedule: 50% vests in one-third increments on November 12, 2015, 2016 and 
2017 and 50% vests ratably on November 12, 2015, 2016 and 2017 to the extent that certain pre-defined performance and service conditions are satisfied.  
 

(9)  Represents stock options granted on September 8, 2014, which will vest in one quarter increments on the first, second, third and fourth anniversary of the grant 
date, subject to Mr. Sherman's continued employment.  
 

(10)  Represents stock options granted on March 24, 2014, which vest in one quarter increments on the first, second, third and fourth anniversary of the grant date, 
subject to Mr. DeFelice's continued employment.  
 

(11)  Represents restricted stock units granted on March 24, 2014, which vest in one quarter increments on the first, second, third and fourth anniversary of the grant 
date, subject to Mr. DeFelice's continued employment.  
 

(12)  Represents restricted stock units granted on April 1, 2013, one quarter of which vested on the first anniversary of the grant date, and subject to Ms. Wagner's 
continued employment, the remainder will vest ratably on the second, third and fourth anniversaries of the grant date.  
 

(13)  Represents restricted stock units granted on October 5, 2012, of which one third vested on December 31, 2013 and December 31, 2014. Subject to the named 
executive officer's continued employment, the remainder will vest ratably on December 31, 2015.  
 

(14)  Represents restricted stock units granted on November 15, 2013, of which one third vested on December 31, 2014. Subject to the named executive officer's 
continued employment, the remainder will vest ratably on December 31, 2015.  
 

(15)  Represents stock options granted on February 9, 2011, which vested in one quarter increments on the first, second and third anniversary of the grant date. The 
remaining quarter will vest ratably on the fourth anniversary of the grant date, subject to the named executive officer's continued employment.  
 

(16)  Pursuant to the Letter Agreement between the Company and Mr. Hosp dated March 10, 2014, any outstanding, but not fully vested options and restricted stock 
units granted to Mr. Hosp prior to January 1, 2014, continued to vest through February 28, 2015, and his then-vested options will remain exercisable through 
May 29, 2015. The restricted stock unit award granted to Mr. Hosp on March 5, 2014 was canceled on June 6, 2014, pursuant to the Letter Agreement.  
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2014 Option Exercises and Stock Vested  

        The following table sets forth certain information concerning the stock options exercised and stock awards that vested for our named 
executive officers during the year ended December 31, 2014.  

Potential Payments Upon Termination of Employment or Change in Control  

        The following information and table set forth the additional amounts payable to each of our named executive officers in the event of a 
termination of employment as a result of involuntary termination, resignation for Good Reason (as defined below), resignation for Good Reason 
following a Change in Control (as defined below) and involuntary termination following a Change in Control. Given that Mr. Hosp, our former 
Executive Vice President and Chief Financial and Administrative Officer, resigned effective June 6, 2014, he is not included in the table.  

Assumptions and General Principles  

        Set forth below are the assumptions and general principles used to calculate the amounts payable to each named executive officer in each 
circumstance set forth in the table. The actual amounts to be paid to the named executive officer can only be determined at the time the named 
executive officer's employment terminates or upon a Change in Control.  

•  The amounts shown in the table are based on the assumption that each named executive officer was terminated on December 31, 
2014. Accordingly, the table reflects amounts earned as of December 31, 2014 and includes estimates of amounts that would be 
paid to the named executive officer upon the occurrence of a termination or Change in Control. The table also reflects the targeted 
annual short-term (cash) incentive award that the named executive officers would have been entitled to receive for 2014 and not 
the amount that the Compensation Committee  
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     Option Awards   Stock Awards   

Name   

Number of  
Shares  

Acquired on  
Exercise  

(#)   

Value  
Realized on  

Exercise (1)  

($)   

Number of  
Shares  

Acquired on  
Vesting  

(#)   

Value  
Realized on  

Vesting (2)  

($)   
W. Lucia      94,668     1,721,411     37,682     821,907   
J. Sherman      —    —    —    —  
C. Nustad      —    —    1,658     35,050   
S. Wagner      —    —    4,550     87,406   
E. DeFelice      —    —    —    —  
J. Donabauer      —    —    2,114     44,221   
W. Hosp      —    —    28,319     616,464   

(1)  The value realized on the exercise of stock options is based on the difference between the exercise price and the 
market price (used for tax purposes) of our common stock on the date of exercise.  
 

(2)  The value realized on vesting represents the number of shares acquired on vesting multiplied by the market value of 
the shares of our common stock on the vesting date, which is the closing price of our common stock on: 
(i) February 18, 2014 of $22.48 (for Messrs. Lucia (13,697 shares) and Hosp (9,131 shares)), (ii) February 19, 2014 
of $21.43 (for Mr. Lucia (23,985 shares) and Mr. Hosp (19,188)), (iii) February 27, 2014 of $20.47 for 
Mr. Donabauer (927 shares), (iv) April 1, 2014 of $19.21 for Ms. Wagner (4,550 shares), (v) November 15, 2014 of 
$21.40 for Mr. Donabauer (585 shares), and (vi) December 31, 2014 of $21.14 (for Ms. Nustad (1,658) and 
Mr. Donabauer (602)).  
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determined to pay (as set forth in the Non-Equity Incentive Plan Compensation column of the Summary Compensation Table).  

•  Regardless of the manner in which the named executive officer's employment is terminated, a named executive officer is entitled 
to receive any earned but unpaid salary and accrued but unused paid time off through the date of termination. In addition, each 
named executive officer, with the exception of Mr. Donabauer, is entitled to receive any earned bonus for the calendar year 
preceding the calendar year in which his/her employment ends if the named executive officer's employment is terminated, unless 
such termination is for Cause (as described below). Amounts due for unused paid time off for 2014 are not shown in the table.  
 

•  Under the terms of our 2006 Stock Plan, upon a named executive officer's termination of employment (for any reason other than 
gross misconduct, which causes the options to immediately expire), stock option exercises will be limited to the portions of the 
stock options that were immediately exercisable at the date of such termination. The amounts shown in the table do not include 
the value of such immediately exercisable stock options.  

        In addition, we have entered into a Nonsolicitation, Proprietary and Confidential Information and Developments Agreement (the 
"Restrictive Covenants Agreement") with each of our named executive officers. Under the terms of the Restrictive Covenants Agreements, in 
Mr. Lucia's case, for the 24 months following the termination of his employment for any reason, and in the case of the other named executive 
officers, for the 12 months following the termination of his/her employment for any reason, the named executive officer is generally prohibited 
from: (i) engaging or assisting others in engaging in any business or enterprise in the United States that competes with the Company's business, 
products or services, (ii) soliciting or diverting or attempting to solicit or divert the business of any of the Company's current or prospective 
clients, (iii) soliciting, recruiting or inducing or attempting to solicit, recruit or induce any Company employee or independent contractor to leave 
the Company's employ (or, in some situations, hire), and (iv) disclosing or utilizing for the benefit of any entity other than the Company, any 
system or product development ideas discussed/explored, even if not implemented, during the named executive officer's employment with the 
Company. The Restrictive Covenants Agreement also sets forth certain obligations with respect to proprietary and confidential information and 
developments and inventions.  

Definitions from Award Agreements/2006 Stock Plan  

•  Under our Non-qualified Stock Option Agreements and Restricted Stock Unit Agreements, "cause" is determined by the 
Compensation Committee or the Board of Directors. Under the 2006 Stock Plan, "cause" is equated with "gross misconduct," as 
determined by the Compensation Committee or Board of Directors.  
 

•  Under the terms of the 2006 Stock Plan, a "Change of Control" shall mean the occurrence of any of the following events: (i) at 
least a majority of the Board shall cease to consist of directors of the Company who served in such capacity at the time the 2006 
Stock Plan was adopted or during each subsequent renewal term or were approved by a then majority of continuing directors for 
addition to Board; (ii) any "person" or "group" shall have acquired beneficial ownership (as defined in Regulation 13d-3) of 
shares having 30% or more of the voting power of all outstanding shares, unless such acquisition is preapproved by the Board; 
(iii) a merger or consolidation occurs in which the outstanding shares are converted into shares of another company, or other 
securities, or cash or other property and the pre-transaction stockholders cease to hold at least 55% of the post-change voting 
power, (iv) the sale of all, or substantially all, of the Company's assets occurs; or (v) the Company's stockholders approve a plan 
of complete liquidation of the Company, with the definition subject to further limitations if necessary to conform to Section 409A 
of the Code.  
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Definitions from Employment Agreements  

•  "Cause" means: (i) fraud with respect to the Company or any of its subsidiaries and affiliates; (ii) material misrepresentation to 
any regulatory agency, governmental authority, outside or internal auditors, internal or external Company counsel, or the Board 
concerning the operation or financial status of the Company or of any of its subsidiaries and affiliates; (iii) theft or embezzlement 
of assets of the Company or any of its subsidiaries or affiliates; (iv) conviction, or plea of guilty or nolo contendere to any felony 
(or to a felony charge reduced to a misdemeanor), or, with respect to the named executive officer's employment, to any 
misdemeanor (other than a traffic violation); (v) material failure to follow the Company's conduct and ethics policies that have 
been provided or made available to the named executive officer; (vi) a material breach of the named executive officer's 
employment agreement or Restrictive Covenants Agreement; and/or (vii) continued failure to attempt in good faith to perform 
his/her duties as reasonably assigned by the Board. Certain of the foregoing definitions permit the named executive officer to 
attempt to cure the grounds for cause.  
 

•  "Good Reason" means, the occurrence, without the named executive officer's prior written consent, of any of the following 
events: (i) a material diminution in his/her authority, duties or responsibilities (in Mr. Lucia's case, other than in connection with a 
portion of his authority, duties or responsibilities being assigned to or carried out by a President); (ii) a requirement that, in 
Mr. Lucia's case, he reports to an officer rather than to the Board and in the case of the other named executive officers, that they 
report to a new supervisor who has materially diminished authority, duties or responsibilities in comparison to his/her previous 
supervisor (and in the case of Mr. DeFelice, that he report to a new supervisor other than the CEO); (iii) a material reduction in 
the named executive officer's base salary (and in the case of Mr. DeFelice, a reduction in his base salary or his target bonus 
percentage); (iv) the Company's requiring, (a) in the case of Messrs. Lucia and Sherman, that they perform their principal services 
in a geographic area more than 50 miles from the Company's offices in Irving, Texas, or such other place at which they have 
agreed to provide such services, (b) in Mr. DeFelice's case, that he performs his principal services more than 50 miles from the 
Company's offices in Dallas, Texas or such other place at which he has agreed to provide such services and (c) in the case of 
Mses. Nustad and Wagner, that they perform their principal services primarily in a geographic area more than 50 miles from both 
the Company's offices in Dallas, Texas and its offices in New York, New York or such other place of primary employment at 
which they have agreed to provide such services; or (v) a material breach by the Company of any material provision of the named 
executive officer's employment agreement. Good Reason is also subject to certain timing restrictions and our ability to cure the 
proposed Good Reason.  
 

•  "Change in Control" means:  
 
•  the acquisition by an individual, entity or group (a "Person") of beneficial ownership of any capital stock of the Company 

if, after such acquisition, such Person beneficially owns 50.01% or more of either (x) the then-outstanding shares of 
Company common stock or (y) the combined voting power of the then-outstanding Company securities entitled to vote in 
the election of directors; provided, however, that an acquisition from the Company or pursuant to a Business Combination 
(as defined below) that complies with subclauses (x) and (y) of clause (ii) will not be a Change in Control;  
 

•  the consummation of a merger, consolidation, reorganization, recapitalization or share exchange involving the Company 
or a sale or other disposition of all or substantially all (i.e., in excess of 85%), of its assets (a "Business Combination"), 
unless, immediately thereafter (x) all or substantially all of the beneficial owners immediately prior to such Business 
Combination beneficially own more than 50% of the then-outstanding shares of common stock and the  
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combined voting power of the then-outstanding securities entitled to vote in the election of directors, respectively, of the 
resulting or acquiring corporation in substantially the same proportions as their initial ownership and (y) no Person 
beneficially owns 50.01%, or more, of the then-outstanding shares of common stock of the acquiring corporation, or of the 
combined voting power of the then-outstanding securities of such corporation entitled to vote in the election of directors 
(except if such ownership existed prior to the Business Combination); or  

•  a change in the composition of the Board that results, during any one year period, in the current directors (including 
directors subsequently elected by at least a majority of the Board, but excluding directors whose initial assumption of 
office occurred as a result of an actual or threatened election contest or similar circumstance) no longer constituting a 
majority of the Board, or the Board of a successor corporation.  

With the definitions subject to further limitations if necessary to conform to Section 409A of the Code.  
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Named Executive Officer and Type of Payment   
Involuntary  
Termination   

Resignation  
For Good  
Reason   

Resignation  
For Good  
Reason  

Following a  
Change in  
Control   

Involuntary  
Termination  
Following a  
Change in  
Control   

W. Lucia, President & Chief Executive 
Officer (1)(2)                            

Cash severance    $ 1,300,000   $ 1,300,000   $ 1,300,000   $ 1,300,000   
Bonus payment    $ 1,300,000   $ 1,300,000   $ 1,300,000   $ 1,300,000   
Continued health insurance coverage (3)    $ 17,497   $ 17,497   $ 17,497   $ 17,497   
Restricted Stock (4)    $ 2,502,426   $ 2,502,426   $ 2,502,426   $ 2,502,426   
Stock Options (5)      —    —    —    —  

Total    
 
$ 5,119,923   

 
$ 5,119,923   

 
$ 5,119,923   

 
$ 5,119,923   

J. Sherman, EVP, Chief Financial Officer 
and Treasurer (6)(7)                            

Cash severance    $ 500,000   $ 500,000     —  $ 500,000   
Continued health insurance coverage (8)    $ 12,069   $ 12,069     —  $ 12,069   
Restricted Stock (4)      —    —  $ 329,691   $ 329,691   
Stock Options (5)      —    —  $ 44,544   $ 44,544   

Total    
 
$ 512,069   

 
$ 512,069   

 
$ 374,235   

 
$ 886,304   

E. DeFelice, EVP, General Counsel and 
Corporate Secretary (6)(7)(9)                            

Cash severance    $ 425,000   $ 425,000   $ 425,000   $ 425,000   
Continued health insurance coverage (8)    $ 12,837   $ 12,837   $ 12,837   $ 12,837   
Restricted Stock (4)      —    —  $ 406,245   $ 406,245   
Stock Options (5)      —    —  $ 31,986   $ 31,986   

Total    
 
$ 437,837   

 
$ 437,837   

 
$ 876,068   

 
$ 876,068   

S. Wagner, EVP, Operations (6)(9) 
 

                          
Cash severance    $ 475,000     —  $ 475,000   $ 475,000   
Continued health insurance coverage (8)    $ 3,691     —  $ 3,691   $ 3,691   
Restricted Stock (4)      —    —  $ 1,092,040   $ 1,092,040   
Stock Options (5)      —    —    —    —  

Total    
 
$ 478,691     —  

 
$ 1,570,731   

 
$ 1,570,731   
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Named Executive Officer and Type of Payment   
Involuntary  
Termination   

Resignation  
For Good  
Reason   

Resignation  
For Good  
Reason  

Following a  
Change in  
Control   

Involuntary  
Termination  
Following a  
Change in  
Control   

C. Nustad, EVP and Chief Information 
Officer (6)(9)                            

Cash severance    $ 425,000     —  $ 425,000   $ 425,000   
Continued health insurance coverage (8)    $ 12,069     —  $ 12,069   $ 12,069   
Restricted Stock (4)      —    —  $ 1,045,871   $ 1,045,871   
Stock Options (5)      —    —    —    —  

Total    
 
$ 437,069     —  

 
$ 1,482,940   

 
$ 1,482,940   

J. Donabauer, SVP , Controller, 
Assistance Treasurer and Interim 
Principal Financial Officer and Interim 
Treasurer (6)                            

Cash severance (10)    $ 378,525     —    —    —  
Continued health insurance coverage (8)    $ 12,069     —    —    —  
Restricted Stock (4)      —    —  $ 272,640   $ 272,640   
Stock Options (5)      —    —    —    —  

Total    
 
$ 390,594     —  

 
$ 272,640   

 
$ 272,640   

(1)  If we terminate Mr. Lucia's employment without Cause, or if his employment ceases because of his disability or if he 
terminates his employment with Good Reason, then, provided Mr. Lucia executes a separation agreement and release and 
complies with certain restrictive covenants (as described under "Executive Employment Agreements") and confidentiality 
provisions contained in his employment agreement and Restrictive Covenants Agreement, he will be entitled to receive 
cash severance in an amount equal to (i) 24 times his monthly base salary paid ratably in equal installments over a 
24 month period, (ii) twice a bonus component that will vary depending upon whether the bonus for the year of 
termination is intended to be "performance-based" compensation and the performance is satisfied, in which case it will be 
paid when bonuses are paid to the Company's executive officers, or whether the bonus is under a different program, in 
which case it will be his target bonus and will be paid on the same schedule as (i) above, and (iii) continued health 
coverage for 24 months or until he becomes eligible for health coverage from another employer, whichever is earlier.  
 

(2)  If within 24 months following a Change in Control, Mr. Lucia's employment is terminated without Cause or he resigns for 
Good Reason, provided he executes a separation agreement and release and complies with certain restrictive covenants and 
confidentiality provisions contained in his employment agreement, he will receive the amounts set forth in (1)(i) and (1)(ii) 
above in a single lump sum payment, rather than in installments as applies outside of a Change in Control.  
 

(3)  If we terminate Mr. Lucia's employment without Cause, or if his employment ceases because of his disability or if he 
terminates his employment with Good Reason, then provided he executes and does not revoke a severance agreement and 
release, the Company will provide him with continued health coverage for 24 months or until he becomes eligible for 
health coverage from another employer, whichever is earlier.  
 

(4)  Under the terms of our Restricted Stock Unit Agreements, in the event a named executive officer ceases to be employed by 
the Company by reason of death, disability or involuntarily by the Company other than for "cause" within 24 months 
following a Change in Control, all of the restricted stock units held by such named executive officer shall become fully 
vested. The amounts presented in the table represent the market value of outstanding restricted stock units, which is 
determined based on the number of shares/units granted and the fair value of our common stock on December 31, 2014,  
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which is the closing sales price per share of our common stock reported on The NASDAQ Global Select Market on that 
date ($21.14), less the consideration paid by the recipient for the award ($0.01 per share).  

(5)  Under the 2006 Stock Plan (assuming no contrary provisions in the award agreements/the 2006 Stock Plan), if a named 
executive officer ceases to be employed by the Company by reason of involuntary termination without "cause" by the 
Company during the 24-month period following a Change of Control, the named executive officer's outstanding options, 
which are not then exercisable and vested, shall become fully vested and exercisable. The numbers included in the table 
represent the value of the unvested portion of the named executive officer's stock options, assuming accelerated vesting 
(calculated based on the excess of the closing market price of our common stock on December 31, 2014, over the exercise 
prices of such options).  
 

(6)  If we terminate the named executive officer's employment without Cause, in connection with a Change in Control or 
otherwise, then provided he/she executes and does not revoke a separation agreement and release and complies with the 
Restrictive Covenants Agreement, he/she will be entitled to receive cash severance in an amount equal to 12 times his/her 
monthly base salary paid ratably in equal installments over a 12 month period.  
 

(7)  If the named executive officer terminates his employment with Good Reason, then, provided the named executive officer 
executes a separation agreement and release and complies with certain restrictive covenants and confidentiality provisions 
contained in their employment agreements and Restrictive Covenants Agreements, the named executive officer will be 
entitled to receive cash severance in an amount equal to (i) 12 times their monthly base salary paid ratably in equal 
installments over a 12 month period.  
 

(8)  In the event a named executive officer is involuntarily terminated or involuntarily terminated following a Change of 
Control, provided he/she executes and does not revoke a severance agreement and release, the Company will pay him/her a 
lump sum amount equal to 12 times the difference between the monthly COBRA coverage premium for the same type of 
medical and dental coverage (single, family, or other) he/she is receiving as of the date his/her employment ends and 
his/her then monthly employee contribution.  
 

(9)  If within 24 months following a Change in Control, the named executive officer's employment is terminated without Cause 
or he/she resigns for Good Reason, provided he/she executes a separation agreement and release and complies with the 
Restrictive Covenant Agreement, he/she will receive the amounts set forth in (6) above in a single lump sum payment, 
rather than in installments as applies outside of a Change in Control.  
 

(10)  Under the terms of Mr. Donabauer's Retention Agreement (as described under "Executive Employment Agreements"), if 
we eliminate or relocate Mr. Donabauer's position as Vice President/Controller to the Dallas, Texas area and he is unable 
to continue in that position due to the relocation, Mr. Donabauer would receive a cash severance in an amount equal to six 
times his monthly base salary in addition to the amount set forth in (6) above.  
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Executive Employment Agreements  

        See " Potential Payments Upon Termination of Employment or Change in Control " above for definitions of capitalized terms used below.  

Employment Agreement with William C. Lucia—President and Chief Executive Officer  

        Effective March 1, 2015, we entered into a second amendment to the Executive Employment Agreement (which was first amended on 
April 30, 2013) with William C. Lucia, our President and Chief Executive Officer on substantially the same terms as his prior agreement which 
expired on February 28, 2015. Unless earlier terminated, this agreement will terminate on February 28, 2018. Mr. Lucia is eligible to receive 
bonus compensation from us in respect of each fiscal year (or portion thereof) during the term of his employment, in each case as may be 
determined by our Compensation Committee in its sole discretion on the basis of performance or such other criteria as may be established from 
time to time by the Compensation Committee in its sole discretion. Mr. Lucia's annualized base salary remains at $650,000 and his target bonus 
remains at 100% of his base salary.  

        If we terminate Mr. Lucia's employment without Cause, in connection with a Change in Control (as defined in the agreement) or otherwise, 
or if his employment ceases because of his disability or if he terminates his employment with Good Reason (as defined in the agreement), then 
provided Mr. Lucia executes and does not revoke a separation agreement and release and complies with the Restrictive Covenants Agreement, 
he will be entitled to receive cash severance in an amount equal to (i) 24 times his monthly base salary paid ratably in equal installments over a 
24 month period (unless his termination/resignation is in connection with a Change in Control, in which case the payment will be in a single 
lump sum), (ii) twice a bonus component that will vary depending upon whether the bonus for the year of termination is intended to be 
"performance-based" compensation and the performance is satisfied or whether the bonus is under a different program, in which case it will be 
his target bonus and will be paid on the same schedule as (i) above (unless his termination/resignation is in connection with a Change in Control, 
in which case the payment will be in a single lump sum), (iii) continued health coverage for 24 months or until he becomes eligible for health 
coverage from another employer, whichever is earlier, and (iv) Mr. Lucia will be treated as continuing in service for purposes of the vesting of 
any equity award until the earliest of: (x) the end of the Noncompetition Period (as defined in Mr. Lucia's Restrictive Covenants Agreement), 
(y) the last of the applicable vesting dates under such awards, or (z) the termination or violation of the Restrictive Covenants Agreement.  

        In addition, under the amended terms of Mr. Lucia's agreement, if we terminate Mr. Lucia's employment without Cause or Mr. Lucia 
resigns for Good Reason, and such termination occurs within a six-month period before a Change in Control, Mr. Lucia will receive a cash 
payment equal to the excess of the amount he would have received for such equity awards if he were continuing in service as of the date of the 
Change in Control and terminated immediately thereafter over the amount actually received, paid in a single lump sum payment at the time 
provided in the agreement. In the event that any payments and benefits, including any benefits provided to Mr. Lucia or for Mr. Lucia's benefit 
under the agreement or any other Company plan or agreement, become subject to the excise tax under Section 4999 of the Code, such payments 
and benefits will be "cut-back" to an amount that is less than such amount that would cause the excise tax to the extent that such reduction would 
result in Mr. Lucia retaining a larger amount on an after-tax basis.  

Employment Agreements with Other Named Executive Officers  

        We have employment agreements that are at-will, subject to certain notice and/or severance provisions, with Messrs. Sherman, DeFelice 
and Donabauer and Mses. Nustad and Wagner.  

        On March 10, 2014, Mr. Hosp tendered his resignation as our Executive Vice President, Chief Financial Officer. Mr. Hosp remained in his 
position through a transition period and the effective date of  
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his resignation was June 6, 2014. We entered into a Letter Agreement with Mr. Hosp in connection with his separation from the Company, 
which is described in more detail below. The Letter Agreement supersedes Mr. Hosp's employment agreement.  

        Our employment agreements with the other named executive officer sets forth his/her initial annualized base salary as follows: 
(i) Mr. Sherman at $500,000, (ii) Mr. DeFelice at $425,000, (iii) Ms. Nustad at $350,000, (iv) Ms. Wagner at $450,000, and (v) Mr. Donabauer 
at $252,350, subject to increase from time to time by the Board or the Compensation Committee. In addition, under the terms of these 
agreements, these named executive officers are eligible to receive bonus compensation from us in respect of each fiscal year (or portion thereof) 
during the term of their employment, in each case as may be determined by our Compensation Committee in its sole discretion on the basis of 
such performance-based or other criteria as it determines appropriate. For 2014, the targeted annual short-term (cash) incentive award 
opportunity for Messrs. Sherman and DeFelice and Mses. Nustad and Wagner were 65% of his/her base salary and Mr. Donabauer's target was 
50% of his base salary.  

        If we terminate either Messrs. Sherman's or DeFelice's or Mses. Nustad's or Wagner's employment without Cause, in connection with a 
Change in Control or otherwise, then provided he/she executes and does not revoke a separation agreement and release and complies with the 
Restrictive Covenants Agreement, the executive will be entitled to receive (i) cash severance in an amount equal to 12 times his/her monthly 
base salary paid ratably in equal installments over a 12 month period, (ii) a lump sum amount equal to 12 times the difference between the 
monthly COBRA coverage premium for the same type of medical and dental coverage the executive is receiving as of the date his/her 
employment ends and his/her then monthly employee contribution, which amount may be used for any purpose and (iii) any earned but unpaid 
annual bonus for the calendar year preceding the calendar year in which his/her employment ends. If within 24 months following a Change in 
Control, Mr. DeFelice's or Mses. Nustad's or Wagner's employment is terminated without Cause or he/she resigns for Good Reason (as defined 
under the terms of their employment agreements), provided he/she executes a separation agreement and release and complies with the Restrictive 
Covenants Agreement, he/she will receive the amounts set forth in (i) above in a single lump sum payment, rather than in installments as applies 
outside of a Change in Control.  

Letter Agreement with Walter D. Hosp—Former Executive Vice President and Chief Financial Officer  

        In connection with Mr. Hosp's resignation, we entered into a Letter Agreement with him dated March 10, 2014. Under the terms of the 
Letter Agreement and in exchange for remaining an employee through June 6, 2014 and complying with the requirements of the Letter 
Agreement, including performing certain transition duties and providing a full release of claims, we paid Mr. Hosp: (i) severance of six months 
of his current base salary of $450,000, to be paid in equal installments over a six month period in accordance with our normal payroll practices, 
and (ii) a lump sum equal to six months of the difference between the COBRA coverage premium for the same type of medical, dental and 
vision coverage he is receiving and his employee contribution (collectively, the "Separation Payments"). In addition, based upon our receipt and 
non-revocation of a release from Mr. Hosp, any outstanding, but not fully vested options and restricted stock units granted to him prior to 
January 1, 2014, continued to vest through February 28, 2015 and his then-vested options remain exercisable through May 29, 2015.  

Retention Agreement with Joseph M. Donabauer—Senior Vice President, Controller, and Former Interim Principal Financial Officer and 
Interim Treasurer  

        In light of certain organizational changes to the Finance Department, in April 2014, we entered into a Retention Agreement with 
Mr. Donabauer in his capacity as Vice President and Controller. We entered into this agreement to secure Mr. Donabauer's employment and to 
retain his services during the reorganization. Under the terms of the Retention Agreement, Mr. Donabauer received a total retention amount of 
$126,175. Provided that Mr. Donabauer's employment continued through certain qualifying  
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dates and the Company had not terminated his employment for cause and Mr. Donabauer had not voluntarily resigned his employment, one-half 
of the retention amount was payable on September 12, 2014 and the remaining one-half was payable on March 13, 2015. In addition, in the event 
that we eliminate or relocate Mr. Donabauer's position as Vice President/Controller to the Dallas, Texas area and Mr. Donabauer is unable to 
continue his employment due to the relocation, Mr. Donabauer would receive additional cash severance in an amount equal to six times his 
monthly base salary, thereby qualifying as a termination without Cause under his employment agreement. The explicit purpose of this Retention 
Agreement is to identify the conditions of Mr. Donabauer's separation from the Company. As such, all other terms and conditions in 
Mr. Donabauer's Employment Agreement and Restrictive Covenants Agreement remain the same.  

Compensation Committee Report  

        The Compensation Committee of the Board of Directors (the "Board") of HMS Holdings Corp. (the "Company") has reviewed and 
discussed the Compensation Discussion and Analysis required by Item 402(b) of Regulation S-K with management. Based on this review and 
discussion, the Compensation Committee recommended to the Board that the Compensation Discussion and Analysis be included in this 
Amendment and in the Company's Proxy Statement for its 2015 Annual Stockholders' Meeting, as applicable.  

        By the Compensation Committee of the Board of Directors of HMS Holdings Corp.  

         The information contained in the Compensation Committee Report shall not be deemed to be "soliciting material" or to be "filed" with the 
Securities and Exchange Commission, nor shall such information be incorporated by reference into any future filing under the Securities Act of 
1933, as amended, or the Securities Exchange Act of 1934, as amended, except to the extent that we specifically incorporate it by reference in 
such filing.  

Director Compensation  

        The Compensation Committee has the responsibility for recommending to the Board of Directors the form and amount of compensation for 
directors, which are subject to review and adjustment by the Board of Directors from time to time. Directors who are employed by the Company 
do not receive compensation for their service on the Board of Directors. Directors who are not our employees (non-employee directors) receive 
cash and equity-based compensation for their services as a director. All of our directors are reimbursed for reasonable expenses incurred in 
connection with attendance at meetings of the Board of Directors or its committees.  

Standard Compensation Arrangements for Non-Employee Directors  

        Effective from September 2012 through March 2015, non-employee directors received the following compensation for their service on the 
Board of Directors.  

Cash Compensation  

        We provided our non-employee directors with the following annual cash compensation:  

•  Non-employee director cash retainer of $50,000;  
 

•  Audit Committee chair additional cash retainer of $20,000;  
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•  Compensation Committee chair additional cash retainer of $15,000;  
 

•  Nominating & Governance Committee chair additional cash retainer of $15,000; and  
 

•  Compliance Committee chair additional cash retainer of $15,000.  

        All cash compensation, unless deferred by a director pursuant to the Director Deferred Compensation Plan, is paid in quarterly installments 
in arrears.  

Equity-Based Compensation  

        We provided our non-employee directors an annual equity award under the 2006 Stock Plan consisting of an equal number of non-qualified 
stock options and restricted stock units, with an aggregate value of $100,000 on the date of grant. The number of stock options and restricted 
stock units awarded is calculated based on the grant date fair value as computed in accordance with FASB guidance on stock-based 
compensation, except that no assumption for forfeitures would be included. Annual equity awards to our non-employee directors are made in the 
fourth quarter of the fiscal year and vest quarterly in equal installments over a one year period.  

Compensation of our Non-Employee Chairman of the Board  

        Mr. Holster, in his capacity as Chairman of the Board, also received (i) an annual cash retainer of $41,000 and (ii) annual equity 
compensation consisting of an equal number of non-qualified stock options and restricted stock units with an aggregate value of $94,000 on the 
date of grant, which vest quarterly in equal installments over a one year period commencing on December 31 of the year of the grant. The 
number of stock options and restricted stock units awarded is calculated based on the grant date fair value computed in accordance with FASB 
guidance on stock-based compensation, except that no assumption for forfeitures would be included.  

Director Deferred Compensation Plan  

        Each of our non-employee directors is eligible to participate in our Director Deferred Compensation Plan, under which the non-employee 
director may elect to defer all or part of his or her cash retainer fees and annual restricted stock unit grants until the termination of his or her 
service as a member of the Board for any reason. The amount of any cash compensation deferred by a non-employee director is converted into a 
number of deferred stock units, determined based upon the closing price of our common stock on the NASDAQ Global Select Market on the 
date such fees would otherwise have been payable, and credited to a deferred compensation account maintained in his or her name. Deferred 
restricted stock unit grants are converted on a share-for-share basis into deferred stock units on the date such restricted stock units would 
otherwise have been payable and also credited to the non-employee director's account. The account will be credited with additional deferred 
stock units, also based on such average market value, upon the payment date for any dividends declared on our common stock. On 
January 10th of the year following a director's termination of service, the amounts accumulated in the deferred compensation account will be 
distributed in the form of common stock under the 2006 Stock Plan equal to the number of whole deferred stock units in the account and cash in 
lieu of any fractional shares.  

46  



Table of Contents  

        The following table sets forth the deferred stock units held by our non-employee directors as of December 31, 2014.  

April 2015 Non-Employee Director Compensation Changes  

        In February 2015, the Compensation Committee reviewed the design and competitive positions of non-employee director compensation 
with the assistance of its independent compensation consultant, F.W. Cook. After reviewing peer company market data supplied by F.W. Cook, 
the Compensation Committee recommended and the Board approved certain changes to the cash and equity-based compensation for non-
employee directors based on competitive and evolving governance practices. Taking into account these changes, our total non-employee director 
compensation, on a "per director" basis and excluding chair and lead independent director retainers, remains below the median level of our peer 
group companies. In particular, the Board approved the following changes, effective on April 1, 2015:  

•  an increase to the amount of the annual equity award to non-employee directors by $30,000 to $130,000 (in the form of non-
qualified stock options and restricted stock units on an equal number of options/units basis);  
 

•  an additional $2,000 fee for each Board meeting attended in excess of eight Board meetings during the fiscal year;  
 

•  an additional $7,000 cash retainer annually for non-chair Audit Committee members and an additional $5,000 cash retainer 
annually for non-chair members of the Compliance, Compensation and Nominating & Governance Committees; and  
 

•  an annual cash retainer of $25,000 for the Lead Independent Director, if applicable.  

Stock Ownership Guidelines for Directors  

        In October 2014, the Board established significant stock ownership guidelines for our directors upon the recommendation of the 
Compensation Committee's independent compensation consultant, F.W. Cook. The Board believes the guidelines will encourage directors to 
accumulate a meaningful ownership stake in the Company over time to strengthen alignment of their interests with the long-term interests of 
stockholders. Non-employee directors are expected to own shares of Company common stock that have a market value of at least five times their 
annual cash retainer. For purposes of complying with the guidelines, a director's holdings include shares owned outright, directly or indirectly, 
restricted stock or restricted stock units, and deferred stock units. Each director is required to satisfy the stock ownership guidelines applicable to 
them by October 30, 2019 or within five years after first becoming subject to the guidelines.  
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Name   
Deferred  

Stock Units   
Craig R. Callen      6,952   
Robert M. Holster      27,208   
Daniel N. Mendelson      2,600   
William F. Miller III      4,058   
Ellen A. Rudnick      7,534   
Bart M. Schwartz      12,473   
Richard H. Stowe      26,060   
Cora M. Tellez      14,270   
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2014 Director Compensation  

        The following table sets forth compensation earned by each of our non-employee directors for services as a director during 2014.  
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Name (1) 
  

Fees Earned  
or Paid  

in Cash (2)  

($)   

Stock  

Awards (3)  

($)   

Option  

Awards (4)  

($)   
Total  

($)   
Craig R. Callen      50,000     74,018     25,956     149,974   
Robert M. Holster      91,000     143,602     50,357     284,959   
Daniel N. Mendelson      50,000     74,018     25,956     149,974   
William F. Miller III      50,000     74,018     25,956     149,974   
Ellen A. Rudnick      70,000     74,018     25,956     169,974   
Bart M. Schwartz      65,000     74,018     25,956     164,974   
Richard H. Stowe      80,000     74,018     25,956     179,974   
Cora M. Tellez      50,000     74,018     25,956     149,974   

(1)  The number of unexercised stock options held by the directors named in the above table as of December 31, 2014 was as 
follows: Mr. Callen (4,385), Mr. Holster (31,528), Mr. Mendelson (6,985), Mr. Miller (39,354), Ms. Rudnick (59,304), 
Mr. Schwartz (12,504), Mr. Stowe (104,304), and Ms. Tellez (7,069). The number of restricted stock units outstanding as 
of December 31, 2014, which includes restricted stock units that the directors have deferred under the Director Deferred 
Compensation Plan, held by the directors named in the above table was as follows: Mr. Callen (6,952), Mr. Holster 
(27,208), Mr. Mendelson (5,167), Mr. Miller (6,625), Ms. Rudnick (7,420), Mr. Schwartz (13,757), Mr. Stowe (26,060) 
and Ms. Tellez (14,270). See footnote 2 for information regarding the deferral of these restricted stock units by some of 
our directors.  
 

(2)  Includes the value of fully vested deferred stock units received under our Director Deferred Compensation Plan in lieu of 
all or a specified portion of the non-employee director's cash retainer fees based on the fair market value of the underlying 
shares on the dates the cash retainer fees would otherwise have been paid. For the year ended December 31, 2014, each of 
Messrs. Schwartz and Stowe and Ms. Tellez elected to defer all or a portion of their cash retainer, and as a result 
Mr. Schwartz received 1,640 deferred stock units with a value of $32,500, Mr. Stowe received 4,037 deferred stock units 
with a value of $80,000, and Ms. Tellez received 2,523 deferred stock units with a value of $50,000.  
 

(3)  On November 12, 2014, Mr. Holster was granted 6,639 restricted stock units, which he elected to defer under the Director 
Deferred Compensation Plan. Each of Messrs. Callen, Mendelson, Miller, Schwartz, and Stowe, and Mses. Rudnick and 
Tellez were granted 3,422 restricted stock units. Ms. Rudnick and Mr. Schwartz each elected to defer 1,711 restricted stock 
units, and Messrs. Callen and Stowe and Ms. Tellez each elected to defer 3,422 restricted stock units. The restricted stock 
units vest quarterly, with the first quarter vesting on December 31, 2014. The amounts in this column represent the grant 
date fair value of the restricted stock units granted on November 12, 2014 computed in accordance with FASB guidance 
on stock-based compensation. The relevant assumptions made in the valuations may be found in Note 11 of the Notes to 
the Consolidated Financial Statements in our Annual Report. These amounts do not correspond to the actual value that 
may be realized by the directors with respect to these awards.  
 

(4)  On November 12, 2014, Mr. Holster was granted a non-qualified stock option to purchase 6,639 shares of common stock. 
Each of Messrs. Callen, Mendelson, Miller, Schwartz and Stowe, and Mses. Rudnick and Tellez were granted a non-
qualified stock option to purchase 3,422 shares of common stock. The stock options vest quarterly, with the first quarter 
vesting on December 31, 2014. The  
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Compensation Committee Interlocks and Insider Participation  

        During 2014, the members of our Compensation Committee were Richard H. Stowe, Craig R. Callen and Daniel N. Mendelson. 
None of Messrs. Stowe, Callen or Mendelson has ever been an officer or employee of the Company. None of the current or prior 
members of the Compensation Committee had a related person transaction involving the Company during the year ended December 31, 
2014. During 2014, none of our executive officers (i) served as a member of the board of directors or compensation committee (or 
equivalent entity) of any other entity that had one or more of its executive officers serving as a member of our Compensation Committee 
or (ii) served as a member of the compensation committee (or equivalent entity) of any other entity that had one or more of its executive 
officers serving as a member of our Board of Directors.  

Item 12.    Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.  

Equity Compensation Plan Information  

        The following table summarizes information about our equity compensation plans as of December 31, 2014. For additional 
information about our equity compensation plans see Note 11—"Stock-Based Compensation" " in our Notes to the Consolidated 
Financial Statements in Item 8 of our Annual Report.  
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amounts in this column represent the grant date fair value of that stock option grant computed in accordance with FASB 
guidance on stock-based compensation. The relevant assumptions made in the valuations may be found in Note 11 of the 
Notes to the Consolidated Financial Statements in our Annual Report. These amounts do not correspond to the actual value 
that may be realized by the directors with respect to these awards.  

Plan Category   

Number of  
securities to  

be issued  
upon  

exercise of  
outstanding  

options,  
warrants  
and rights  

(a)   

Weighted-  
average  
exercise  
price of  

outstanding  
options,  
warrants  
and rights  

(b)   

Number of  
securities  
remaining  

available for  
future issuance  
under equity  
compensation  

plans  
(excluding  
securities  

reflected in  
column (a))  

(c)   

Equity compensation plans approved by stockholders (1)      4,599,635   $ 15.35     5,945,337   
Equity compensation plans not approved by 

stockholders (2)      180,000   $ 6.37     —  
HDI plans not approved by stockholders (3)      230,447   $ 21.86     251,214   
Total      5,010,082               
​ ​ ​ ​ ​ ​ ​ ​ 

(1)  This includes stock options to purchase common stock granted under our 1999 Plan and the 2006 Stock Plan and restricted 
stock awards and restricted stock units granted under the 2006 Stock Plan.  
 

(2)  Stock options outstanding under plans not approved by the stockholders include 180,000 options granted in July 2007 to 
Walter D. Hosp, our former Chief Financial Officer, under the terms of his employment agreement.  
 

(3)  Includes stock options to purchase common stock granted under the HDI 2011 Stock Plan, which was assumed in 
connection with our acquisition of HDI.  
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Security Ownership of Certain Beneficial Owners and Management  

        The following tables set forth information known to us with respect to the beneficial ownership of our common stock as of April 15, 2015 
by (i) each of our directors and nominees for Class II director, (ii) Messrs. Lucia, Sherman, DeFelice, Hosp and Donabauer and Mses. Nustad 
and Wagner, whom we refer to in this Amendment as our named executive officers, (iii) all of our directors and current executive officers as a 
group and (iv) each person (or group of affiliated persons) known by us to be the beneficial owner of more than 5% of our common stock.  

        The tables are based upon information supplied to us by directors, executive officers and principal stockholders and filings under the 
Exchange Act, as amended. We have based our calculation of the percentage of beneficial ownership on 88,540,272 shares of our common stock 
outstanding as of April 15, 2015, unless otherwise noted. The beneficial ownership reported in the following tables is determined in accordance 
with the applicable rules of the SEC and does not necessarily indicate beneficial ownership for any other purpose. For purposes of the following 
tables, an entity or individual is considered the beneficial owner of shares of common stock if he or she has the right to acquire within 60 days of 
April 15, 2015, such common stock and directly or indirectly has or shares voting power or investment power, as defined in the rules of the SEC, 
with respect to such shares.  

        Unless otherwise noted and subject to applicable community property laws, to our knowledge each stockholder named in the following 
table possesses sole voting and investment power over the shares listed. The address of each person listed in the table is c/o HMS Holdings 
Corp., 5615 High Point Drive, Irving, TX 75038. To our knowledge, as of April 15, 2015, none of our officers or directors has pledged any of 
the shares that they respectively beneficially own as security.  
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Security Ownership of Management  
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Name of Beneficial Owner   

Number of  
Outstanding  

Shares of  
Common  

Stock   

Number of  
Shares of  

Common Stock  
Acquirable  

Within  

60 Days (1) 
  

Percent of  
Class   

Directors and Nominees for Director 
(who are not Officers):                      

Craig R. Callen      7,000     10,480     *   
Robert M. Holster      364,974 (2)   57,074     *   
Daniel N. Mendelson      5,240     10,440     *   
William F. Miller      135,636 (3)   44,267     *   
Ellen A. Rudnick      15,680     66,836     *   
Bart M. Schwartz      11,928     25,501     *   
Richard H. Stowe      75,000     85,801     *   
Cora M. Tellez      580     21,292     *   
Named Executive Officers:                      
Eugene V. DeFelice      2,680     7,269     *   
Joseph M. Donabauer      3,365     18,974     *   
Walter D. Hosp      12,750 (4)   74,665     *   
William C. Lucia      282,275 (5)   527,383     *   
Cynthia Nustad      7,611     56,549     *   
Jeffrey S. Sherman      0     0     *   
Semone Wagner      9,436     10,760     *   
All current directors and executive 

officers as a group (15 persons) (6)      925,874     963,388     2.1 % 

(*)  Less than 1% of outstanding shares  
 

(1)  Includes the number of shares that could be purchased by exercise of options exercisable at April 15, 2015 or 
within 60 days thereafter under the Company's 2006 Stock Plan and the number of shares underlying restricted 
stock units that are not subject to outstanding performance conditions and vest within 60 days of April 15, 2015, 
whether or not deferred pursuant to the Company's Director Deferred Compensation Plan. Restricted stock units do 
not have voting power and are payable solely in shares of Company common stock. The amounts reported in this 
column are excluded from the amounts reported under the column "Number of Outstanding Shares of Common 
Stock."  
 

(2)  Includes 6,000 shares of common stock held by Mr. Holster's spouse and 175,000 shares held in an irrevocable trust 
for the benefit of Mr. Holster's children and grandchildren. Mr. Holster's spouse is trustee of the trust. Mr. Holster 
disclaims beneficial ownership of the shares held by the trust.  
 

(3)  Includes 9,000 shares of common stock held in trusts for the benefit of Mr. Miller's family. Mr. Miller disclaims 
beneficial ownership of the shares of common stock held by the trusts.  
 

(4)  Based on information supplied to us by Mr. Hosp as of January 1, 2015. Includes 1,750 shares of common stock 
held by Mr. Hosp's spouse. Mr. Hosp disclaims beneficial ownership of the shares held by his spouse. Mr. Hosp 
resigned as our Executive Vice President, Chief Financial Officer and Treasurer, effective as of June 6, 2014.  
 

(5)  Includes 282,275 shares of common stock held by the William C. Lucia Family Trust, a revocable trust for which 
Mr. Lucia serves as trustee.  
 

(6)  Includes the named executive officers other than Messrs. Donabauer and Hosp, the current directors and Ms. South 
and Mr. Williams.  
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        Based on review of filings with the SEC and review of stockholders of record, the following entities hold more than 5% of our outstanding 
shares of common stock.  

 
Security Ownership of Certain Beneficial Owners  
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Name and Address of Beneficial Owner   

Number of  
Outstanding  

Shares of  
Common Stock   

Percent of  
Class   

BlackRock, Inc. (1)      7,322,870     8.3 % 
Clifton Park Capital Management, LLC (2)      5,930,000     6.8 % 
Franklin Resources, Inc. (3)      4,408,663     5.0 % 
RS Investment Management Co. LLC (4)      6,092,911     6.9 % 
T. Rowe Price Associates, Inc. (5)      4,903,069     5.5 % 
The Vanguard Group (6)      5,480,378     6.2 % 
William Blair & Company, LLC (7)      6,481,059     7.4 % 

(1)  Based solely on a Schedule 13G/A filed with the SEC on January 23, 2015. According to the Schedule 13G/A, 
BlackRock, Inc., in its capacity as a parent holding company or control person of subsidiaries that acquired the 
reported securities, has sole voting power over 7,133,650 shares and sole dispositive power over 7,322,870 shares. 
The Schedule 13G/A was filed on BlackRock's behalf and on behalf of its subsidiaries, BlackRock Advisors (UK) 
Limited; BlackRock Advisors, LLC; BlackRock Asset Management Canada Limited; BlackRock Asset 
Management Ireland Limited; BlackRock Fund Advisors; BlackRock Institutional Trust Company, N.A.; 
BlackRock Investment Management (Australia) Limited; BlackRock Investment Management (UK) Ltd and 
BlackRock Investment Management, LLC. BlackRock's principal business address is 55 East 52 nd  Street, New 
York, NY 10022.  
 

(2)  Based solely on a Schedule 13G filed with the SEC on February 13, 2015. According to the Schedule 13G, Clifton 
Park Capital Management, LLC has shared voting and dispositive power over 5,930,000 shares. Clifton Park's 
principal business address is 2711 Centerville Road, Suite 400, Wilmington, Delaware 19808-1645.  
 

(3)  Based solely on a Schedule 13G filed with the SEC on February 9, 2015, by Franklin Resources, Inc. ("FRI"), 
Charles B. Johnson and Rupert H. Johnson, Jr. (collectively, the "FR Reporting Persons"). According to the 
Schedule 13G, certain investment management subsidiaries of FRI have sole investment and voting power over the 
shares, as follows: Franklin Advisers, Inc. ("FAI") has sole voting power over 4,074,607 shares, Fiduciary Trust 
Company International ("Fiduciary Trust") has sole voting power over 140,700 shares, Franklin Templeton 
Portfolio Advisors, Inc. ("FT Portfolio") has sole voting power over 128,914 shares and Franklin Templeton 
Investments (Asia) Ltd. ("FT Investments") has sole voting power over 1,642 shares. Additionally, FAI has sole 
dispositive power over 4,137,407 shares, Fiduciary Trust has sole dispositive power over 140,700 shares, FT 
Portfolio has sole dispositive power over 128,914 shares and FT Investments has sole dispositive power over 1,642 
shares. Charles B. Johnson and Rupert H. Johnson, Jr. each own in excess of 10% of the outstanding stock of 
Franklin Resources, Inc. and are the principal stockholders of FRI. The FR Reporting Persons' principal business 
address is One Franklin Parkway, San Mateo, CA 94403-1906.  
 

(4)  Based solely on a Schedule 13G filed with the SEC on February 12, 2015. According to the Schedule 13G, RS 
Investment Management Co. LLC, a registered investment advisor, has sole voting power over 5,799,945 shares 
and sole dispositive power over 6,092,911 shares.  
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Item 13.    Certain Relationships and Related Transactions, and Director Independence.  

Review, Approval and Ratification of Transactions with Related Persons  

        The Audit Committee's Charter provides that the Audit Committee shall review all transactions with related persons on an ongoing basis for 
potential conflict of interest situations and that all such transactions must be approved by the Audit Committee.  

        Our Board of Directors has adopted a written Related Person Transaction Policy (as amended and approved by the Board in October 2014) 
to assist the Board in reviewing proposed transactions between the Company and certain individuals deemed to be "related persons." The policy 
applies to our executive officers, directors, director nominees and 5% stockholders (and their immediate family members), each of whom we 
refer to as a "related person," and governs the review of any transaction, arrangement or relationship in which we are a participant, the amount 
involved exceeds $120,000 and a related person has a direct or indirect material interest. We refer to such a transaction, arrangement or 
relationship as a "related person transaction."  
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According to the Schedule 13G, the clients of RS Investment Management Co., including investment companies 
registered under the Investment Company Act of 1940 and separately managed accounts, have the right to receive 
or the power to direct the receipt of dividends from, or the proceeds from the sale of, the common stock of HMS. 
To the knowledge of RS Investment Management Co., no individual client has an interest of more than five percent 
of the class of securities reported. RS Investment Management's principal business address is One Bush Street, 
Suite 900, San Francisco, CA 94104.  

(5)  Based solely on a Schedule 13G/A filed with the SEC on February 13, 2015. According to the Schedule 13G/A, T. 
Rowe Price Associates, Inc., a registered investment adviser ("Price Associates"), has sole voting power over 
582,702 shares and sole dispositive power over 4,903,069 shares. Price Associates does not serve as custodian of 
the assets of any of its clients; accordingly, in each instance only the client or the client's custodian or trustee bank 
has the right to receive dividends paid with respect to, and proceeds from the sale of, such securities. The ultimate 
power to direct the receipt of dividends paid with respect to, and the proceeds from the sale of, such securities, is 
vested in the individual and institutional clients for whom Price Associates serves as investment adviser. Any and 
all discretionary authority which has been delegated to Price Associates may be revoked in whole or in part at any 
time. Price Associates' principal business address is 100 E. Pratt Street, Baltimore, Maryland 21202.  
 

(6)  Based solely on a Schedule 13G/A filed with the SEC on February 10, 2015. According to the Schedule 13G/A, 
The Vanguard Group, a registered investment advisor, has sole voting power over 116,537 shares, sole dispositive 
power over 5,370,241 shares and shared dispositive power over 110,137 shares. Vanguard Fiduciary Trust 
Company, a wholly-owned subsidiary of The Vanguard Group, Inc., is the beneficial owner of 110,137 shares as a 
result of its serving as investment manager of collective trust accounts. Vanguard Investments Australia, Ltd., a 
wholly-owned subsidiary of The Vanguard Group, Inc., is the beneficial owner of 6,400 shares as a result of its 
serving as investment manager of Australian investment offerings. The Vanguard Group's principal business 
address is 100 Vanguard Blvd., Malvern, PA 19355.  
 

(7)  Based solely on a Schedule 13G/A filed with the SEC on February 4, 2015. According to the Schedule 13G/A, 
William Blair & Company, LLC has sole voting and dispositive power over 6,481,059 shares. William Blair's 
principal business address is 222 W. Adams, Chicago, IL 60606.  
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        A related person must notify the Corporate Secretary of any plan to enter into, extend or modify any transaction with the Company or its 
affiliate that could be a related person transaction. The policy calls for the proposed transaction with a related person to be reviewed and, if 
deemed appropriate, approved by the Audit Committee prior to entry into the transaction. Under the policy, any related person transactions that 
are ongoing in nature and previously approved by the Audit Committee will be reviewed annually.  

        A transaction with a related person reviewed under the policy will be considered approved or ratified if it is authorized by the Audit 
Committee after full disclosure of the related person's interest in the transaction. The Audit Committee will review and consider all relevant 
information regarding the transaction, including the impact on a director's independence or a Board committee's composition in the event the 
related person is a director, as it deems appropriate under the circumstances.  

        The Audit Committee may approve or ratify the transaction only if the Audit Committee determines that, under all of the circumstances, the 
transaction is in, or is not inconsistent with, the best interests of the Company. In connection with approving a transaction with a related person, 
the Audit Committee may impose any conditions on the transaction that it deems appropriate. All related person transactions will be disclosed in 
applicable SEC filings to the extent required by the Securities Act of 1933 and the Exchange Act and related rules and regulations.  

Board Determination of Independence  

        A majority of our Board of Directors must be comprised of "independent directors" in accordance with the NASDAQ Marketplace Rules. 
Under Rule 5605(a)(2) of the NASDAQ Marketplace Rules, a director will only qualify as an "independent director" if, in the opinion of our 
Board of Directors, that person does not have a relationship which would interfere with the exercise of independent judgment in carrying out the 
responsibilities of a director. Based on its review of the applicable independence standards and answers to annual questionnaires completed by 
the directors, our Board of Directors has determined that each of Messrs. Holster, Callen, Mendelson, Miller, Schwartz and Stowe and Mses. 
Rudnick and Tellez is an "independent director" as defined under the NASDAQ Marketplace Rules.  

Item 14.    Principal Accounting Fees and Services.  

Fees of Independent Registered Public Accountants during Fiscal Years 2014 and 2013  

        In addition to retaining KPMG to audit our financial statements, from time to time, we engage KPMG to perform other services. The 
following table sets forth the aggregate fees billed by KPMG in connection with the services rendered during the past two fiscal years. All fees 
set forth below were pre-approved by the Audit Committee of the Board of Directors.  
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Type of Fee   2014   2013   

Audit Fees (1)    $ 940,000   $ 873,667   
Tax Fees (2)    $ 118,002   $ 60,594   
Total Fees for Services Provided    $ 1,058,002   $ 934,261   
​ ​ ​ ​ ​ ​ 

(1)  Audit fees represent fees for professional services rendered for the audit of our consolidated financial statements, 
review of interim financial statements and services normally provided by the independent registered public 
accounting firm in connection with regulatory filings, including registration statements.  
 

(2)  Represents fees for tax services, including tax compliance, tax advice and tax planning provided during the 
ordinary course of operations.  
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Audit Committee Pre-Approval Policies and Procedures  

        In accordance with its Charter, the Audit Committee pre-approves all audit and permissible non-audit services provided by our independent 
registered public accounting firm.  

        Prior to the annual engagement of our independent registered public accounting firm, the Audit Committee pre-approves all services to be 
provided. During the year, circumstances may arise when it may become necessary to engage the independent registered public accounting firm 
for additional services. In such circumstances, our senior management seeks approval of the non-audit services that it recommends the Audit 
Committee engage the independent registered public accounting firm to provide for the fiscal year. A budget, estimating the specific non-audit 
service spending for the fiscal year, is provided to the Audit Committee along with the request. The Audit Committee will be regularly informed 
of the non-audit services actually provided by the independent auditor pursuant to this pre-approval process.  
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PART IV  

Item 15.    Exhibits.  

        The Exhibits are set forth on the Exhibit Index on page 58 and incorporated herein by reference.  
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SIGNATURES  

        Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, Registrant has duly caused this Amendment 
No. 1 to the Annual Report to be signed on its behalf by the undersigned, thereunto duly authorized.  

Date: April 30, 2015  

        Pursuant to the requirements of the Securities Exchange Act of 1934, this Amendment No. 1 to the Annual Report has been signed below 
by the following persons on behalf of the registrant and in the capacities and on the dates indicated.  

57  

HMS Holdings Corp.  
(Registrant) 

    

 
By: 

 
  

 
/s/ WILLIAM C. LUCIA  

William C. Lucia  
Chief Executive Officer  

(Principal Executive Officer and  
Duly Authorized Officer)  

 
  

 
  

Signatures   Title   Date 

 
  

 
  

 
  

 
  

 
  

/s/ WILLIAM C. LUCIA  

William C. Lucia 
  

President, Chief Executive Officer and 
Director (Principal Executive Officer)   April 30, 2015 

 
/s/ JEFFREY S. SHERMAN  

Jeffrey S. Sherman 

 
  

 
Executive Vice President, Chief 
Financial Officer and Treasurer 
(Principal Financial Officer) 

 
  

 
April 30, 2015 
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HMS Holdings Corp. and Subsidiaries  

Exhibit Index  
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Exhibit  
Number   Description 

  10.47 †* Employment Agreement between Cynthia Nustad and HMS Business Services, Inc. dated 
May 15, 2012. 

 
  10.48 

 
†* 

 
Employment Agreement between Eugene V. DeFelice and HMS Holdings Corp. dated 
February 26, 2014. 

 
  10.49 

 
†* 

 
Employment Agreement between Joseph M. Donabauer and HMS Business Services, Inc. 
dated April 2, 2014. 

 
  10.50 

 
†* 

 
Retention Agreement between Joseph M. Donabauer and HMS Holdings Corp. dated 
April 28, 2014. 

 
  31.4 

 
* 

 
Rule 13a-14(a)/15d-14(a) Certification of Principal Executive Officer of HMS Holdings 
Corp., as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 

 
  31.5 

 
* 

 
Rule 13a-14(a)/15d-14(a) Certification of Principal Financial Officer of HMS Holdings 
Corp., as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 

†  Indicates a management contract or compensatory plan, contract or arrangement  
 

*  Filed herewith  
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ANNEX A  

 
HMS HOLDINGS CORP. AND SUBSIDIARIES  

(in thousands)  
(unaudited)  

Reconciliation of Net income to EBITDA and adjusted EBITDA  

     
Year Ended  

December 31,   
     2014   2013   
Net income    $ 13,947   $ 39,997   
Net interest expense      7,874     12,387   
Income taxes      12,383     25,593   
Depreciation and amortization, net of deferred financing 

costs, included in net interest expense      53,598     54,991   
Earnings before interest, taxes, depreciation and 

amortization (EBITDA)      87,802     132,968   
Stock-based compensation expense      13,356     11,997   
Adjusted EBITDA    $ 101,158   $ 144,965   
​ ​ ​ ​ ​ ​ 



 



 
Exhibit 10.47 

  
EXECUTIVE EMPLOYMENT AGREEMENT  

   
THIS EMPLOYMENT AGREEMENT (the “ Agreement ”) is made as of 5/15/2012 by and between HMS Business Services, Inc., a 

New York corporation (“ HMS ”), and Cynthia Nustad, an individual (“ you ”) (and, together with HMS, the “ Parties ”) to provide services as 
directed, to the entities comprising the “ Company ” (HMS Holdings Corp. (“ HMS Holdings ” and with HMS, and their respective subsidiaries 
and affiliates, the Company )).  It replaces your offer letter of employment with the Company dated December 29, 2010.  
   

WHEREAS, the Company wishes to continue to employ you and you wish to continue to be employed by the Company.  
   

NOW THEREFORE, in consideration of your acceptance of continued employment under the revised terms set forth in this Agreement, 
the Parties agree to be bound by the terms contained in this Agreement as follows:  
   

1.                                       Engagement .  
   

(a) Effective April 23, 2012 (the “ Effective Date ”), the Company will continue to employ you as as Chief Information Officer 
of HMS Business Services, Inc.  You will also serve as a Senior Vice President and Chief Information Officer of HMS Holdings Corp.  
You acknowledge that the Company organizes itself across multiple entities and that your being assigned to work directly for HMS 
Holdings or for one of its subsidiaries or affiliates will not, in and of itself, breach this Agreement.  

   
(b) You will report directly to the Chief Executive Officer of HMS Holdings or his or her designee (“ Supervisor ”). You will 

have the responsibilities, duties and authorities specified from time to time by your Supervisor which will generally be commensurate 
with executives at a similar level of entities of similar size and character to the Company.  You also agree if so requested to serve as an 
officer and director of subsidiaries of HMS Holdings.  

   
2.                                       Commitment. During the Employment Period (as defined in Section 3 below), you must devote your full working time and 

attention to the Company. During the Employment Period, you must not engage in any employment, occupation, consulting or other similar 
activity without your Supervisor’s prior written consent; provided, however, that you may (i) serve in any capacity with any professional, 
community, industry, civic (including governmental boards), educational, charitable, or other non-profit organization, (ii) serve on any for-profit 
entity board, with the prior written consent of your Supervisor, and (iii) subject to HMS Holdings’ conflict of interest policies, make investments 
in other businesses and manage your and your family’s personal investments and legal affairs; provided that any such activities described in 
clauses (i)-(iii) above do not materially interfere with the performance of your duties for the Company and do not otherwise violate this 
Agreement or any other written agreement between the Company and you. You will perform your services under this Agreement primarily at the 
Company’s offices in Irving, Texas or at such place or places as you and the Company may agree. You understand and agree that your 
employment will require travel from time to time in a manner consistent with Company policy.  

   
3.                                       Employment Period . HMS hereby agrees to continue to employ you and you hereby accept continued employment with 

HMS upon the revised terms set forth in this Agreement, for the period commencing on the Effective Date and ending when and as provided in 
Section 6 (the “ Employment Period ”).  
   

 



   
4.                                       Cash and Bonus .  
   

(a)                                  Base Salary. You will continue to receive a base salary at a monthly rate of $29,166.66, annualizing to $350,000.00 
annualized (as may be adjusted under this Agreement, the “ Base Salary ”). The Company will pay your Base Salary periodically in arrears not 
less frequently than monthly in accordance with the Company’s regular payroll practices as in effect from time to time (which currently provide 
for bi-weekly payments).  The Board of Directors of HMS Holdings (the “ Holdings Board ”) or its Compensation Committee (the “ 
Compensation Committee ”) will review your Base Salary periodically and may adjust your Base Salary at that time..  

   
(b)                                  Bonus .  You will be eligible to receive bonus compensation (the “ Bonus ”) from the Company in respect of each 

fiscal year (or portion thereof) during the Employment Period, in each case as the Compensation Committee may determine in its sole discretion 
on the basis of such performance based or other criteria as it determines appropriate. Your target bonus will equal 50% of your Base Salary. The 
Compensation Committee will review your target bonus periodically and may adjust your target bonus at that time. The Bonus, if any, will be 
paid when other executives receive their bonuses under comparable arrangements, but, in any event, between January 1 and March 15 of the year 
following the year with respect to which it is earned.  
   

5.                                       Employee Benefits .  
   

(a)                                  Employee Welfare and Retirement Plans. You will, to the extent eligible, be entitled to participate at a level 
commensurate with your position in all employee welfare benefit and retirement plans and programs the Company provides to its executives in 
accordance with the terms thereof as in effect from time to time.  The Company may change or terminate the benefits at any time.  
   

(b)                                  Business Expenses. Upon submission of appropriate documentation in accordance with Company policies, the 
Company will promptly pay, or reimburse you for, all reasonable business expenses that you incur in performing your duties under this 
Agreement, including travel, entertainment, professional dues and subscriptions, as long as such expenses are reimbursable under the Company’s 
policies.  Any payments or expenses provided in this Section 5(b) will be paid in accordance with Section 7(c).  
   

(c)                                   Paid Time Off.   You will earn paid time off (PTO) at the rate of 18 hours per month (annualized to 27 days per 
year), or such greater number as the Company determines from time to time for its senior executive officers, provided that any carryover from 
year to year will be subject to the Company’s generally applicable policies.  
   

6.                                       Termination of Employment.  
   

(a)                                  General .  Subject in each case to the provisions of this Section 6 and the other provisions of this Agreement relating 
to our respective rights and obligations upon termination of your employment, nothing in this Agreement interferes with or limits in any way the 
Company’s or your right to terminate your employment at any time, for any reason or no reason, and nothing in this Agreement confers on you 
any right or obligation to continue in the Company’s employ. The Company, in its sole discretion, may elect to terminate your employment 
immediately at any time subject to compliance with any obligations it has under this Section 6. If your employment ceases for any or no reason, 
you (or your estate, as applicable) will be entitled to receive (in addition to any compensation and benefits you are entitled to receive under 
Section 6(b) or 6(c) below): (i) any earned but unpaid Base Salary and, to the extent consistent with general Company policy, accrued but unused 
paid time off through and including the date of termination of your employment to be paid in accordance with the Company’s regular payroll 
practices and with applicable law but no later than the next regularly scheduled pay period, (ii) except as provided in Section 6(d), any earned 
but unpaid annual Bonus for the calendar year preceding the calendar year in which your employment ends, to be paid on the date such annual 
Bonus otherwise would  
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have been paid if your employment had continued, (iii) unreimbursed business expenses in accordance with the Company’s policies for which 
expenses you have provided appropriate documentation, to be paid in accordance with Section 7(c), and (iv) any amounts or benefits to which 
you are then entitled under the terms of the benefit plans then sponsored by the Company in accordance with their terms (and not accelerated to 
the extent acceleration does not satisfy Section 409A of the Internal Revenue Code of 1986, as amended (“ Section 409A ” of the “ Code ”)). 
Notwithstanding any other provision in this Agreement to the contrary, you will be entitled to severance, if any, solely through the terms of this 
Section 6, unless another Holdings Board approved written agreement between you and the Company expressly provides otherwise.  
   

(b)                                  Termination Without Cause.  If during the employment period the Company terminates your employment without 
Cause (defined below) in addition to the amounts described in Section 6(a), the Company will pay to you the following, subject to compliance 
with Section 6(b)(iii):  
   

(i)                                      Cash Severance . The Company will pay to you in cash an amount equal to 12 times your monthly Base 
Salary, paid ratably in equal installments over a 12 month period beginning in the first payroll period following the Release Effective 
Date (as defined below) (or such later date required by Section 7) in accordance with the Company’s standard payroll policies and 
procedures and in a manner consistent with Section 7;  

   
(ii)                                   Benefits .  The Company will pay you a lump sum amount equal to 12 times the difference between the 

monthly COBRA coverage premium for the same type of medical and dental coverage (single, family, or other) you are receiving as of 
the date your employment ends and your then monthly employee contribution.  This payment will be taxable and subject to 
withholding.  You may use the amount received for any purpose.  
   

(iii)                                Release .  To receive any severance benefits provided for under this Agreement or otherwise, you must 
deliver to the Company a separation agreement and general release of claims on the form the Company provides (releasing all 
releasable claims other than to payments under Section 6 or outstanding equity and including obligations to cooperate with the 
Company and reaffirming your obligations under the Restrictive Covenants Agreement (as defined below)), which agreement and 
release must become irrevocable within 60 days (or such earlier date as the release provides) following the date of your termination of 
employment.  Benefits under Section 6(b)(i) and (ii) will be paid or commence in the first regular payroll beginning after the release 
becomes effective, subject to any delays required by Section 7; provided, however , that if the last day of the 60 day period for an 
effective release falls in the calendar year following the year of your date of termination, the severance payments will be paid or begin 
no earlier than January 1 of such subsequent calendar year.  The date on which your release of claims becomes effective is the “ Release 
Effective Date .”  You must continue to comply with the Restrictive Covenants Agreement to continue to receive severance benefits.  
   

(c)                                   Change in Control . If, within 24 months following a Change in Control, the Company terminates your employment 
without Cause or you resign for Good Reason, in addition to the benefits described in Section 6(b)(ii) above and subject to the release required 
under Section 6(b)(iii), you will receive the cash severance described in Section 6(b)(i), paid in a single lump sum on the Release Effective Date 
in accordance With the Company’s standard payroll policies and procedures (or such later date as either Section 6(b)(iii) or 7(a) requires).  For 
the purpose of this Agreement, “ Change in Control ” means:  
   

(i)                                      the acquisition by an individual, entity or group (within the meaning of Section 13(d)(3) or 14(d)(2) of the Securities 
Exchange Act of 1934 (the “ Exchange Act ”) (a “ Person ”) of  beneficial ownership of any capital stock of HMS Holdings if, after 
such  
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acquisition, such Person beneficially owns (within the meaning of Rule 13d-3 under the Exchange Act) 50.01 % or more of either (x)  
the then-outstanding shares of common stock of HMS Holdings (the “ Outstanding Company Common Stock ”) or (y) the combined 
voting power of the then-outstanding securities of HMS Holdings entitled to vote generally in the election of directors (the “ 
Outstanding Company Voting Securities ”); provided, however, that for purposes of this subsection (A) any acquisition directly from 
the Company will not be a Change in Control, nor will any acquisition by any individual, entity, or group pursuant to a Business 
Combination (as defined below) that complies with subclauses (x) and (y) of clause (ii) of this definition;  

   
(ii)                                   the consummation of a merger, consolidation, reorganization, recapitalization or share exchange involving HMS 

Holdings or a sale or other disposition of all or substantially all (i.e.” in excess of 85%) of the assets of HMS Holdings (a “ Business 
Combination ”), unless, immediately following such Business Combination, each of the following two conditions is satisfied: (x)  all or 
substantially all of the individuals and entities who were the beneficial owners of the Outstanding Company Common Stock and 
Outstanding Company Voting Securities immediately prior to such Business Combination beneficially own, directly or indirectly, more 
than 50% of the then-outstanding shares of common stock and the combined voting power of the then-outstanding securities entitled to 
vote generally in the election of directors, respectively, of the resulting or acquiring corporation in such Business Combination (which 
shall include a corporation that as a result of such transaction owns HMS Holdings or substantially all of HMS Holdings’ assets either 
directly or through one or more subsidiaries) (such resulting or acquiring corporation is referred to herein as the “ Acquiring 
Corporation ”) in substantially the same proportions as their ownership  of the Outstanding Company Common Stock and Outstanding 
Company Voting Securities, respectively, immediately prior to such Business Combination and (y) no Person beneficially  owns, 
directly or indirectly, 50.01 % or more of the then-outstanding shares of common stock of the Acquiring Corporation, or of the 
combined voting power of the then-outstanding securities of such corporation entitled to vote generally in the election of directors 
(except to the extent that such ownership existed prior to the Business Combination); or  
   

(iii)                                a change in the composition of the Holdings Board that results, during any one year period, in the Continuing 
Directors (as defined below) no longer constituting a majority of the Holdings Board (or, if applicable, the Board of Directors of a 
successor corporation to HMS Holdings), where the term “ Continuing Director ” means at any date a member of the Holdings Board 
(x) who was a member of the Holdings Board on the Effective Date or (y)  who was nominated or elected subsequent to such date by at 
least a majority of the directors who were Continuing Directors at the time of such nomination or election or whose election to the 
Holdings Board was recommended or endorsed by at least a majority of the directors who were Continuing Directors at the time of such 
nomination or election; provided, however, that there shall be excluded from this clause (y) any individual whose initial assumption of 
office after the Effective Date occurred as a result of an actual or threatened election contest with respect to the election or removal of 
directors or other actual or threatened solicitation of proxies or consents, by or on behalf of a person other than the Holdings Board;  
   

provided that, where required by Section 409A, the event that occurs is also a “change in the ownership or effective control of a corporation, or a 
change in the ownership of a substantial  
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portion of the assets of a corporation” as defined in Treasury Reg. § 1.409A-3(i)(5).  
   
(d)                              Termination for Cause, Voluntary Resignation.  

   
(i)                                      General .    If, during the Employment Period, the Company terminates your employment for Cause, or you 

resign from your employment (other than for Good Reason as and when provided in Section 6(c) above), you will be entitled only to the 
payments described in Section 6(a) (excluding on a termination for Cause, clause (ii) of Section 6(a)), unless applicable law otherwise 
requires payment. You may resign, other than for Good Reason, at any time and for any reason, by giving at least 30 days’ prior written 
notice to the Company.  The Company may choose to respond to such notice of resignation by ending your active employment during 
the Notice Period, in which event you would remain an employee of the Company through the remainder of the Notice Period and 
continue to receive your Base Salary, less applicable deductions, and continue vesting under any outstanding equity grants through the 
end of the Notice Period.  You will have no further right to receive any other compensation or benefits after such termination or 
resignation of employment, except as determined in accordance with the terms of the employee benefit plans or programs of the 
Company or as required by law.  

   
(ii)                                   Definitions .  
   

(I)                                    Cause .  For purposes of this Agreement, “ Cause ” means any of the following: your (i) fraud with 
respect to the Company; (ii) material misrepresentation to any regulatory agency, governmental authority, outside or internal 
auditors, internal or external Company counsel, or the Holdings Board concerning the operation or financial status of the 
Company; (iii) theft or embezzlement of assets of the Company; (iv) your conviction, or plea of guilty or nolo contendere to 
any felony (or to a felony charge reduced to a misdemeanor), or, with respect to your employment, to any misdemeanor (other 
than a traffic violation); (v) material failure to follow the Company’s conduct and ethics policies that have been provided or 
made available to you; (vi) material breach of this Agreement or the Restrictive Covenants Agreement; and/or (vii)  continued 
failure to attempt in good faith to perform your duties as reasonably assigned by your Supervisor at the time.  Before 
terminating your employment for Cause under clauses (v) — (vii) above, the Company will specify in writing to you the nature 
of the act, omission, refusal, or failure that it deems to constitute Cause and, if the Company reasonably considers the situation 
to be correctable, give you 30 days after you receive such notice to correct the situation (and thus avoid termination for Cause), 
unless the Holdings Board agrees to further extend the time for correction. You agree that the Company will have discretion 
exercised in a reasonable manner to determine whether your correction is sufficient.  Nothing in this definition prevents the 
Company from removing you from your position with the Company at any time and for any reason.  

   
(II)                               Good Reason . For purposes of this Agreement, “Good Reason” means, the occurrence, without 

your prior written consent, of any of the following events: (i) any material diminution in your authority, duties or 
responsibilities with the Company; (ii) a requirement that you report to an officer other than your then current Supervisor if the 
result is that your new Supervisor has materially diminished authority, duties, or responsibilities in comparison with your prior 
supervisor; (iii) a material reduction in your Base Salary; (iv) the Company’s requiring you to perform your principal services 
primarily in a geographic area more than 50 miles from both the Company’s offices  in Dallas, Texas and its principal 
headquarters in New York, New York (or such other place of primary employment  for you at which you have agreed to 
provide such services); or (v) a material breach by the Company of any material provision of this Agreement. No  
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resignation will be treated as resignation for Good Reason unless (x) you have given written notice to the Company of your 
intention to terminate your employment for Good Reason, describing the grounds for such action, no later than 90 days after 
the first occurrence of such circumstances, (y) you have provided  the Company with at least 30 days in which to cure the 
circumstances, and (z) if the Company is not successful in curing the circumstance, you end your employment within 30 days 
following the cure period in (y). If the Company informs you that it will not treat your resignation as for Good Reason, you 
may withdraw the resignation and remain employed (provided that you do so before the original notice of resignation becomes 
effective) or may proceed and dispute the Company’s decision.  

   
(e)                                   Death or Disability. Your employment hereunder will terminate immediately upon your death or Disability.  “ 

Disability ” means the Company based upon appropriate medical evidence, determines you have become physically or mentally incapacitated so 
as to render you incapable of performing your usual and customary duties, with or without a reasonable accommodation, for 180 or more days, 
whether or not consecutive, during any 12 month period.  You are also disabled if you are found to be disabled within the meaning of the 
Company’s long-term disability insurance coverage as then in effect (or would be so found if you applied for the coverage or benefits).  
Employment termination under this subsection is not covered by Section 6(b) or 6(c), and you or your heirs will receive only the benefits and 
compensation in Section 6(a) (together, as applicable, with any life or disability insurance payments).  Nothing in this Section 6(e) prevents the 
Company from removing you from your position with the Company or, under Section 6(b),6(c) or 6(d), from terminating your employment at 
any time, subject to compliance with those subsections.  
   

(f)                                    Further Effect of Termination on Board and Officer Positions . If your employment ends for any reason, you agree 
that you will cease immediately to hold any and all officer or director positions you then have with the Company, absent a contrary direction 
from the Holdings Board (which may include either a request to continue such service or a direction to cease serving upon notice). You hereby 
irrevocably appoint the Company to be your attorney-in-fact to execute any documents and do anything in your name to effect your ceasing to 
serve as a director and officer of the Company, should you fail to resign following a request from the Company to do so. You will not be 
required to sign, and the Company will not  sign on your behalf without your consent, documents effecting your ceasing to serve as a director 
that characterize your cessation of employment differently than the manner in which it is effected through Section 6 above. A written notification 
signed by a director or duly authorized officer of the Company that any instrument, document or act falls within the authority conferred by this 
subsection will be conclusive evidence that it does so. The Company will prepare any documents, pay any filing fees, and bear any other 
expenses related to this Section.  
   

7.                                       Effect of Section 409A of the Code .  
   

(a)                                  Six Month Delay .  If and to the extent any portion of any payment, compensation or other benefit provided to you in 
connection with your employment termination is determined to constitute “nonqualified deferred compensation” within the meaning of 
Section 409A and you are a specified employee as defined in Section 409A(a)(2)(B)(i), as determined by the Company in accordance with its 
procedures, by which determination you hereby agree that you are bound, such portion of the payment, compensation or other benefit shall not 
be paid before the earlier of (i) the expiration of the six month period measured from the date of your “separation from service” (as determined 
under Section 409A) or (ii) the tenth day following the date of your death following such separation from service (the “ New Payment Date ”).  
The aggregate of any payments that otherwise would have been paid to you during the period between the date of separation from service and 
the New Payment Date shall be paid to  
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you in a lump sum in the first payroll period beginning after such New Payment Date, and any remaining payments will be paid on their original 
schedule.  
   

(b)                                  General 409A Principles .  For purposes of this Agreement, a termination of employment will mean a “separation 
from service” as defined in Section 409A.  For purposes of this Agreement, each amount to be paid or benefit to be provided will be construed as 
a separate identified payment for purposes of Section 409A, and any payments that are due within the “short term deferral period” as defined in 
Section 409A or are paid in a manner covered by Treas. Reg. Section 1.409A-1(b)(9)(iii) will not be treated as deferred compensation unless 
applicable law requires otherwise.  Neither the Company nor you will have the right to accelerate or defer the delivery of any such payments or 
benefits except to the extent specifically permitted or required by Section 409A.  This Agreement is intended to comply with the provisions of 
Section 409A and this Agreement shall, to the extent practicable, be construed in accordance therewith.  Terms defined in this Agreement will 
have the meanings given such terms under Section 409A if and to the extent required to comply with Section 409A.  In any event, the Company 
makes no representations or warranty and will have no liability to you or any other person if any provisions of or payments under this 
Agreement are determined to constitute deferred compensation subject to Code Section 409A but not to satisfy the conditions of that section.  
   

(c)                                   Expense Timing .  Payments with respect to reimbursements of business expenses will be made in the ordinary 
course in accordance with the Company’s procedures (generally within 45 days after you have submitted appropriate documentation) and, in any 
case, on or before the last day of the calendar year following the calendar year in which the relevant expense is incurred.  The amount of 
expenses eligible for reimbursement, or in-kind benefits provided, during a calendar year may not affect the expenses eligible for reimbursement, 
or in-kind benefits to be provided, in any other calendar year.  The right to reimbursement or in-kind benefits is not subject to liquidation or 
exchange for another benefit.  
   

8.                                       Restrictive Covenants .  In connection with signing this Agreement, you are signing a Noncompetition, Nonsolicitation, 
Proprietary and Confidential Information and Developments Agreement (the “ Restrictive Covenants Agreement ”), which addresses your 
responsibilities to the Company in connection with confidentiality, transfer and protection of intellectual property, noncompetition, 
nonsolicitation of employees and customers, and nondisparagement.  

   
9 .                                       Miscellaneous .  

   
(a)                                  Notices .  All notices required or permitted under this Agreement must be in writing and will be deemed effective 

upon personal delivery or three business days following deposit in a United States Post Office, by certified mail, postage prepaid, or one 
business day after it is sent for next-business day delivery via a reputable nationwide overnight courier service in the case of notice to the 
Company at its then principal headquarters, and in the case of notice to you to the current address on file with the Company.  Notice to the 
Company must include a separate notice to the General Counsel of HMS Holdings.  Either Party may change the address to which notices are to 
be delivered by giving notice of such change to the other Party in the manner set forth in this Section 9(a).  
   

(b)                                  No Mitigation .    You are not required to seek other employment or otherwise mitigate the value of any severance 
benefits contemplated by this Agreement, nor will any such benefits be reduced by any earnings or benefits that you may receive from any other 
source.  Notwithstanding any other provision of this Agreement, any sum or sums paid under this Agreement will be in lieu of any amounts to 
which you may otherwise be entitled under the terms of any severance plan, policy, program, agreement or other arrangement sponsored by the 
Company or an affiliate of the Company.  
   

(c)                                   Waiver of Jury Trial . TO THE EXTENT NOT PROHIBITED BY APPLICABLE LAW THAT CANNOT BE 
WAIVED, THE PARTIES HEREBY WAIVE, AND  
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COVENANT THAT THEY WILL NOT ASSERT (WHETHER AS PLAINTIFF, DEFENDANT OR OTHERWISE), ANY RIGHT TO TRIAL 
BY JURY IN ANY ACTION, SUIT OR OTHER PROCEEDING ARISING IN WHOLE OR IN PART UNDER OR IN CONNECTION WITH 
THIS AGREEMENT OR THE RELEASE IT CONTEMPLATES, WHETHER NOW EXISTING OR HEREAFTER ARISING, AND 
WHETHER SOUNDING IN CONTRACT, TORT OR OTHERWISE, THE PARTIES AGREE THAT ANY PARTY MAY FILE A COPY OF 
THIS PARAGRAPH WITH ANY COURT AS WRITTEN EVIDENCE OF THE KNOWING, VOLUNTARY AND BARGAINED-FOR 
AGREEMENT AMONG THE PARTIES IRREVOCABLY TO WAIVE THEIR RIGHTS TO TRIAL BY JURY IN ANY PROCEEDING 
WHATSOEVER BETWEEN THEM RELATING TO THIS AGREEMENT OR TO ANY OF THE MATTERS CONTEMPLATED UNDER 
THIS AGREEMENT, RELATING TO YOUR EMPLOYMENT, OR COVERED BY THE CONTEMPLATED RELEASE.  
   

(d)                                  Severability. Each provision of this Agreement must be interpreted in such manner as to be effective and valid under 
applicable law, but if any provision of this Agreement is held to be prohibited by or invalid under applicable law, such provision will be 
ineffective only to the extent of such prohibition or invalidity, without invalidating the remainder of such provision or the remaining provisions 
of this Agreement. Moreover, if an arbitrator or a court of competent jurisdiction determines any of the provisions contained in this Agreement 
to be unenforceable because the provision is excessively broad in scope, whether as to duration, activity, geographic application, subject or 
otherwise, it will be construed, by limiting or reducing it to the extent legally permitted, so as to be enforceable to the extent compatible with 
then applicable law to achieve the intent of the Parties.  
   

(e)                                   Assignment. This Agreement will be binding upon and will inure to the benefit of (i) your heirs, beneficiaries, 
executors and legal representatives upon your death and (ii) any successor of the Company. Any such successor of the Company will be treated 
as substituted for the Company under the terms of this Agreement for all purposes.  The Company may assign this Agreement without your 
consent, and such an assignment will not terminate your employment for purposes of triggering your entitlement to severance; provided, 
however, that if such an assignment provides a basis for you to resign for Good Reason after a Change in Control, you may resign for Good 
Reason, and you will be entitled to severance, if any, subject to the terms of Section 6. You specifically agree that any assignment may include 
rights under the Restrictive Covenants Agreement without requiring your consent; provided , however , that an assignment that occurs after the 
termination of your employment will not expand in any manner the scope of the Restrictive Covenants Agreement.  As used herein, “successor” 
will mean any person, firm, corporation or other business entity that at any time, whether by purchase, merger or otherwise, directly or indirectly 
acquires all or substantially all of the assets or business of the Company.  
   

None of your rights to receive any form of compensation payable under this Agreement will be assignable or transferable except 
through a testamentary disposition or by the laws of descent and distribution upon your death or as provided in Section 9(k). Any attempted 
assignment, transfer, conveyance or other disposition (other than as aforesaid) of any interest in your rights to receive any form of compensation 
hereunder will be null and void: provided, however, that notwithstanding the foregoing, you will be allowed to transfer vested shares subject to 
stock options (other than incentive stock options within the meaning of Section 422 of the Code) or the vested portion of other equity awards 
consistent with the rules for transfers to “family members” as defined in Securities Act Form S-8. Any other attempted assignment, transfer, 
conveyance or other disposition of any interest in your rights to receive any form of compensation hereunder will be null and void.  
   

(f)                                    No Oral Modification, Waiver, Cancellation or Discharge. This Agreement may only be amended, canceled or 
discharged or any obligations thereunder waived through a writing signed by you and the Chair of the Compensation Committee or any 
executive officer of the Company (other than you) duly authorized either by the Holdings Board or the Compensation Committee.  
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(g)                                   No Conflict of Interest .  You confirm that you have fully disclosed to HMS Holdings and the other entities in the 

Company, to the best of your knowledge, all circumstances under which you, your immediate family and other persons who reside in your 
household have or may have a conflict of interest with the Company.  You further agree to fully disclose to the Company any such circumstances 
that might arise during your employment upon your becoming aware of such circumstances.  
   

(h)                                  Other Agreements .  You hereby represent that your performance of all the terms of this Agreement and the 
performance of your duties as an employee of the Company does not and will not breach any agreement to keep in confidence proprietary 
information, knowledge or data acquired by you in confidence or in trust prior to your employment with the Company.  You also represent that 
you are not a party to or subject to any restrictive covenants, legal restrictions, policies, commitments or other agreements in favor of any entity 
or person that would in any way preclude, inhibit, impair or limit your ability to perform your obligations under this Agreement, including 
noncompetition agreements or nonsolicitation agreements, and you further represent that your performance of the duties and obligations under 
this Agreement does not violate the terms of any agreement to which you are a party.  You agree that you will not enter into any agreement or 
commitment or agree to any policy that would prevent or hinder your performance of duties and obligations under this Agreement.  
   

(i)                                      Disclosure of this Agreement . You acknowledge that the Company may provide persons or entities who may 
employ or engage you with a copy of the Restrictive Covenants Agreement (or portions thereof) to highlight your continuing obligations to the 
Company. You also acknowledge that the Company may be obligated to disclose the entire Agreement or any portion thereof to satisfy 
applicable laws and regulations.  
   

(j)                                     Survivorship. The respective rights and obligations of the Company and you hereunder will survive any termination 
of your employment to the extent necessary to preserve the intent of such rights and obligations.  
   

(k)                                  Beneficiaries . You will be entitled, to the extent applicable law permits, to select and change the beneficiary or 
beneficiaries to receive any compensation or benefit payable hereunder upon your death by giving the Company written notice thereof in a 
manner consistent with the terms of any applicable plan documents. If you die, severance then due or other amounts due hereunder will be paid 
to your designated beneficiary or beneficiaries or, if none are designated or none survive you, your estate.  
   

(l)                                      Withholding. The Company will be entitled to withhold, or cause to be withheld, any amount of federal, state, city or 
other withholding taxes or other amounts either required by law or authorized by you with respect to payments made to you in connection with 
your employment.  
   

(m)                              Company Policies .  References in this Agreement to Company policies and procedures are to those policies and 
procedures in effect at the Effective Date, as the Company may amend them from time to time.  
   

(n)                                  Governing Law; Dispute Resolution. This Agreement must be construed, interpreted, and governed in accordance 
with the laws of the State of Texas without reference to rules relating to conflict of law.  In case of any controversy or claim arising out of or 
related to this Agreement or relating to your employment (including claims relating to employment discrimination), except as expressly excluded 
herein, each Party agrees to give the other Party notice of an intent to seek arbitration under this Agreement and 10 days to reach a resolution.  
Should resolution of any controversy or claim not be reached following provision of notice and a reasonable opportunity to cure, then the dispute 
shall be settled by arbitration under the American Arbitration Association’s National Rules for the Resolution of Employment Disputes (the “ 
National Rules ”).  A single arbitrator shall be selected in accordance with  
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the National Rules and the costs of such arbitration shall be shared equally between the parties.  The dispute will be arbitrated in Dallas, Texas, 
absent mutual agreement of the Parties to another venue.  Any claim or controversy not submitted to arbitration in accordance with this Section 9
(n) (other than as provided under the Restrictive Covenants Agreement) will be waived, and thereafter no arbitrator, arbitration panel, tribunal, or 
court will have the power to rule or make any award on any such claim or controversy.  In determining a claim or controversy under this 
Agreement and in making an award, the arbitrator must consider the terms and provisions of this Agreement, as well as all applicable federal, 
state, or local laws.  The award rendered in any arbitration proceeding held under this Section 9(n) shall be final and binding and judgment upon 
the award may be entered in any court having jurisdiction thereof.  Claims for workers’ compensation or unemployment compensation benefits 
are not covered by this Section 9(n).  Also not covered by this Section 9(n) are claims by the Company or by you for temporary restraining 
orders, preliminary injunctions or permanent injunctions (“equitable relief”) in cases in which such equitable relief would be otherwise 
authorized by law or pursuant to the Restrictive Covenants Agreement.  The Company will be responsible for paying any filing fee of the 
sponsoring organization and the fees and costs of the arbitrator; provided, however, that if you initiate the claim, you will contribute an amount 
equal to the filing fee you would have incurred to initiate a claim in the court of general jurisdiction in the State of Texas.  Each party will pay 
for its own costs and attorneys’ fees, if any.  Without limiting the provisions of this Section 9(n), the Company and you agree that the decision as 
to whether a party is the prevailing party in an arbitration, or a legal proceeding that is commenced in connection therewith will be made in the 
sole discretion of the arbitrator or, if applicable, the court and the arbitrator may award reasonable attorneys’ fees, costs and expenses.  
   
Any action, suit or other legal proceeding with respect to equitable relief that is excluded from arbitration must be commenced only in a court of 
the State of Texas (or, if appropriate, a federal court located within the State of Texas), and the Company and you each consent to the 
jurisdiction of such a court.  With respect to any such court action, the Parties hereto (a) submit to the personal jurisdiction of such courts; 
(b) consent to service of process by the means specified under Section 9(a); and (c) waive any other requirement (whether imposed by statute, 
rule of court, or otherwise) with respect to personal jurisdiction, inconvenient forum, or service of process.  
   

(o)                                  Interpretation. The parties agree that this Agreement will be construed without regard to any presumption or 
rule requiring construction or interpretation against the drafting party. References in this Agreement to “include” or “including” should be read 
as though they said “without limitation” or equivalent forms.  

   
(p)                                  Entire Agreement. This Agreement and any documents referred to herein represent the entire agreement of the 

Parties and will supersede any and all previous contracts, arrangements or understandings between the Company and you.  
   

Signatures on Page Following  
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IN WITNESS WHEREOF, the Company has caused this Agreement to be duly executed and you have hereunto set your hand to be 

effective as of the dates below.  
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HMS Business Services, Inc.  

         
         
05/01/2012  

   
By:  /s/ WILLIAM C. LUCIA  

Date  
   

William C Lucia  
      

President  
         
         
      

Cynthia Nustad  
         
         
04/23/2012  

   
/s/ CYNTHIA NUSTAD  

Date  
      



 
Exhibit 10.48 

  
EXECUTIVE EMPLOYMENT AGREEMENT  

   
THIS EMPLOYMENT AGREEMENT (the “ Agreement ”) is made as of February 26, 2014 by and between HMS Holdings Corp., a 

Delaware corporation (“ HMS Holdings ”), and Eugene DeFelice, an individual (“ you ”) (and, together with HMS Holdings, the “ Parties ”) to 
provide services, as directed, to the entities comprising the Company (HMS Holdings and its subsidiaries and affiliates, the “ Company ”)).  
   

WHEREAS, the Company wishes to employ you, and you wish to be employed by the Company.  
   

NOW THEREFORE, in consideration of your acceptance of employment, the Parties agree to be bound by the terms contained in this 
Agreement as follows:  
   

1.                                       Engagement .  
   

(a)  Effective March 24, 2014 (the “ Effective Date ”), the Company will employ you as Executive Vice President, General 
Counsel and Corporate Secretary.  The Company may obtain background reports both pre-employment and from time to time during your 
employment with the Company, as necessary.  (b)  You will report directly to the Chief Executive Officer of HMS Holdings (“ Supervisor ”). 
You will have the responsibilities, duties and authorities specified from time to time by your Supervisor, which will generally be commensurate 
your title and executives, at a similar level, of entities of similar size and character to the Company. You also agree, if so requested, to serve as 
an officer and director of subsidiaries of HMS Holdings.  

   
2.                                       Commitment. During the Employment Period (as defined in Section 3 below), you must devote your full working time and 

attention to the Company. During the Employment Period, you must not engage in any employment, occupation, consulting or other similar 
activity without your Supervisor’s prior written consent; provided , however , that you may (i) serve in any capacity with any professional, 
community, industry, civic (including governmental boards), educational, charitable, or other non-profit organization, (ii) serve on any for-profit 
entity board, with the prior written consent of your Supervisor, and (iii) subject to HMS Holdings’ conflict of interest policies, make investments 
in other businesses and manage your and your family’s personal investments and legal affairs; provided that any such activities described in 
clauses (i)-(iii) above do not materially interfere with the performance of your duties for the Company and do not otherwise violate this 
Agreement or any other written agreement between the Company and you. You will perform your services under this Agreement primarily at the 
Company’s offices in, Irving, TX or at such place or places as you and the Company may agree.  You understand and agree that your 
employment will require travel from time to time in a manner consistent with Company policy.  

   
3.                                       Employment Period . HMS Holdings hereby agrees to employ you and you hereby accept employment with HMS Holdings 

upon the terms set forth in this Agreement, for the period commencing on the Effective Date and ending when and as provided in Section 6 (the 
“ Employment Period ”).  

   
4.                                       Cash, Bonus & Equity Compensation .  
   

(a)                                  Base Salary. You will receive a base salary at a monthly rate of $35,416.67, annualizing to $425,000 (as may be 
increased under this Agreement, the “ Base Salary ”). The Company will pay your Base Salary periodically in arrears not less frequently than 
monthly in accordance with the Company’s regular payroll practices as in effect from time to time (which currently provide for bi-weekly 
payments).  The Board of Directors of HMS Holdings (the “ Holdings Board ”) or its Compensation Committee (the “ Compensation 
Committee ”) will review your Base Salary periodically and may increase your Base Salary at that time..  
   

(b)                                  Bonus .  You will be eligible to receive bonus compensation (the “ Bonus ”) from the Company in respect of each 
fiscal year (or portion thereof) during the Employment Period, in each  
   

 



   
case as the Compensation Committee may determine in its sole discretion on the basis of such performance based or other criteria as it 
determines appropriate.  Your target bonus will equal 65% of your Base Salary. The Compensation Committee will review your target bonus 
periodically and may increase your target bonus at that time. The Bonus, if any, will be paid when other executives receive their bonuses under 
comparable arrangements but, in any event, between January 1 and March 15 of the year following the year with respect to which it is earned.  
The Bonus, if any, for 2014 shall not be pro-rated.  
   

(c)                                   Initial Equity Grant .  As soon as practicable after the Effective Date, and subject to Compensation Committee 
approval, HMS Holdings will grant you an equity award to be valued at $400,000.00 on the date of grant, consisting of $200,000.00 in the form 
of nonqualified stock options and $200,000.00 in the form of restricted stock units (“ RSUs ”), each with respect to the HMS Holdings’ common 
stock (the “ Common Stock ”).  The value for the options will be determined using the HMS Holdings’ standard Black-Scholes assumptions 
applied as of the date of grant and the value for the RSUs will be determined by dividing the target value for the RSUs by the HMS Holdings’ 
fair market value on the date of grant, using the closing price of the HMS Holdings’ common stock on the NASDAQ Global Market on the date 
of grant.  The equity grants will be under and subject to the terms of the HMS Holdings Fourth Amended and Restated 2006 Stock Plan (the “ 
2006 Plan ”) and will contain HMS Holdings’ customary terms and conditions for such grants, subject to the express provisions in this 
subsection.  Assuming continued employment, the options under the grant will have a seven year term and the options and RSUs will vest on an 
annual basis over a four year period following the date of grant (beginning with 25% of their respective grants on the first anniversary).  

   
(d)                              Sign On Bonus .  On or around Ninety (90) days following the date your employment begins, you will also receive a 

special bonus of $50,000 (the “ Sign On Bonus ”).  You agree that you will repay a prorata portion of the Sign On Bonus within 10 days after 
your employment ends if your employment ends before the first anniversary of the Effective Date because of a termination for Cause or your 
resignation (other than a resignation for Good Reason) (as defined below).  The proration will be determined based on reducing the amount owed 
by a proportionate part of the full 12 months as you complete each month of service.  

   
(e)                                   Relocation.  You will be provided relocation assistance through a Company-selected relocation firm to assist in your 

move (as well as the move of your family and personal property) from your current location to the Dallas-Fort Worth area by December 1, 2015.  
The Company will reimburse up to $175,000.00 for reasonable costs and expenses related to or arising out of your relocation except as provided 
herein.  This shall include, for example, house hunting, temporary living and storage, transportation of goods and personal property, closing 
costs, realtor commissions, and airfare. It shall not however include any reimbursement for loss on your home or mortgage origination fees 
associated with the purchase of a new home. Should your employment with the Company terminate for Cause or should you resign other than for 
Good Reason (each as defined below) within twelve (12) months of your receipt of the final reimbursement payment for the Move, you agree 
that you will repay the Company for the full amount of relocation assistance paid to you (the “ Repayment Amount ”), including through a 
deduction from your final paycheck or as otherwise permitted by applicable law.  Your signature on this Agreement will serve as your 
authorization to the Company to deduct the Repayment Amount, if permitted by applicable law, from your final paycheck.  

   
5.                                       Employee Benefits .  

   
(a)                                  Employee Welfare and Retirement Plans. You will, to the extent eligible, be entitled to participate at a level 

commensurate with your position in all employee welfare benefit and retirement plans and programs the Company provides to its executives in 
accordance with the terms thereof as in effect from time to time.  The Company may change or terminate the benefits at any time.  
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(b)                                  Business Expenses. Upon submission of appropriate documentation in accordance with Company policies, the 

Company will promptly pay, or reimburse you for, all reasonable business expenses that you incur in performing your duties under this 
Agreement, including travel, entertainment, professional dues and subscriptions, as long as such expenses are reimbursable under the Company’s 
policies.  Any payments or expenses provided in this Section 5(b) will be paid in accordance with Section 7(c).  
   

(c)                                   Paid Time Off.   You will earn paid time off (PTO) at the rate of 18 hours per month (annualized to 27 days per 
year), or such greater number as the Company determines from time to time for its senior executive officers, provided that any carryover from 
year to year will be subject to the Company’s generally applicable policies.  Additionally, you will be entitled to take the week vacation in 
July 2014.  
   

6.                                       Termination of Employment.  
   

(a)                                  General .  Subject in each case to the provisions of this Section 6 and the other provisions of this Agreement relating 
to our respective rights and obligations upon termination of your employment, nothing in this Agreement interferes with or limits in any way the 
Company’s or your right to terminate your employment at any time, for any reason or no reason, and nothing in this Agreement confers on you 
any right or obligation to continue in the Company’s employ. The Company, in its sole discretion, may elect to terminate your employment 
immediately at any time subject to compliance with any obligations it has under this Section 6. If your employment ceases for any or no reason, 
you (or your estate, as applicable) will be entitled to receive (in addition to any compensation and benefits you are entitled to receive under 
Section 6(b) or 6(c) below): (i) any earned but unpaid Base Salary and, to the extent consistent with general Company policy, accrued but unused 
paid time off through and including the date of termination of your employment to be paid in accordance with the Company’s regular payroll 
practices and with applicable law but no later than the next regularly scheduled pay period, (ii) except as provided in Section 6(d), any earned 
but unpaid annual Bonus for the calendar year preceding the calendar year in which your employment ends, to be paid on the date such annual 
Bonus otherwise would have been paid if your employment had continued, (iii) unreimbursed business expenses in accordance with the 
Company’s policies for which expenses you have provided appropriate documentation, to be paid in accordance with Section 7(c), and (iv) any 
amounts or benefits to which you are then entitled under the terms of the benefit plans then sponsored by the Company in accordance with their 
terms (and not accelerated to the extent acceleration does not satisfy Section 409A of the Internal Revenue Code of 1986, as amended (“ 
Section 409A ” of the “ Code ”)). Notwithstanding any other provision in this Agreement to the contrary, you will be entitled to severance, if 
any, solely through the terms of this Section 6, unless another Holdings Board-approved written agreement between you and the Company 
expressly provides otherwise.  
   

(b)                                  Termination Without Cause.  If, during the Employment Period, the Company terminates your employment without 
Cause or if you terminate for Good Reason (each as defined below), in addition to the amounts described in Section 6(a), the Company will pay 
to you the following, subject to compliance with Section 6(b)(iii):  
   

(i)                                      Cash Severance . The Company will pay to you in cash an amount equal to 12 times your monthly Base 
Salary, paid ratably in equal installments over a 12 month period beginning in the first payroll period following the Release Effective 
Date (as defined below) (or such later date required by Section 7) in accordance with the Company’s standard payroll policies and 
procedures and in a manner consistent with Section 7;  
   

(ii)                                   Benefits .  The Company will pay you a lump sum amount equal to 12 times the difference between the 
monthly COBRA coverage premium for the same type of medical and dental coverage (single, family, or other) you are receiving as of 
the date your  
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employment ends and your then monthly employee contribution.  This payment will be taxable and subject to withholding.  You may 
use the amount received for any purpose.  
   

(iii)                                Release .  To receive any severance benefits provided for under this Agreement or otherwise, you must 
deliver to the Company a separation agreement and general release of claims on the form the Company provides (releasing all 
releasable claims other than to payments under Section 6 or outstanding equity and including obligations to cooperate with the 
Company and reaffirming your obligations under the Restrictive Covenants Agreement (as defined below)), which agreement and 
release must become irrevocable within 60 days (or such earlier date as the release provides) following the date of your termination of 
employment.  Benefits under Section 6(b)(i) and (ii) will be paid or commence in the first regular payroll beginning after the release 
becomes effective, subject to any delays required by Section 7; provided, however , that if the last day of the 60 day period for an 
effective release falls in the calendar year following the year of your date of termination, the severance payments will be paid or begin 
no earlier than January 1 of such subsequent calendar year.  The date on which your release of claims becomes effective is the “ Release 
Effective Date .”  You must continue to comply with the Restrictive Covenants Agreement to continue to receive severance benefits.  
   

(c)                                   Change in Control .  If, within 24 months following a Change in Control, the Company terminates your employment 
without Cause or you resign for Good Reason, in addition to the benefits described in Section 6(b)(ii) above and subject to the release required 
under Section 6(b)(iii), you will receive the cash severance described in Section 6(b)(i), paid in a single lump sum on the Release Effective Date 
in accordance with the Company’s standard payroll policies and procedures (or such later date as either Section 6(b)(iii) or 7(a) requires).  For 
the purpose of this Agreement, “ Change in Control ” means:  
   

(i)                                      the acquisition by an individual, entity or group (within the meaning of Section 13(d)(3) or 14(d)(2) of the 
Securities Exchange Act of 1934 (the “ Exchange Act ”) (a “ Person ”) of beneficial ownership of any capital stock of HMS Holdings 
if, after such acquisition, such Person beneficially owns (within the meaning of Rule 13d-3 under the Exchange Act) 50.01% or more of 
either (x) the then-outstanding shares of common stock of HMS Holdings (the “ Outstanding Company Common Stock ”) or (y) the 
combined voting power of the then-outstanding securities of HMS Holdings entitled to vote generally in the election of directors (the “ 
Outstanding Company Voting Securities ”); provided, however , that for purposes of this subsection (A) any acquisition directly from 
the Company will not be a Change in Control, nor will any acquisition by any individual, entity, or group pursuant to a Business 
Combination (as defined below) that complies with subclauses (x) and (y) of clause (ii) of this definition;  
   

(ii)                                   the consummation of a merger, consolidation, reorganization, recapitalization or share exchange involving 
HMS Holdings or a sale or other disposition of all or substantially all (i.e., in excess of 85%) of the assets of HMS Holdings (a “ 
Business Combination ”), unless, immediately following such Business Combination, each of the following two conditions is satisfied: 
(x) all or substantially all of the individuals and entities who were the beneficial owners of the Outstanding Company Common Stock 
and Outstanding Company Voting Securities immediately prior to such Business Combination beneficially own, directly or indirectly, 
more than 50% of the then-outstanding shares of common stock and the combined voting power of the then-outstanding securities 
entitled to vote generally in the election of directors, respectively, of the resulting or acquiring corporation in such Business 
Combination (which shall include a corporation that as a result of such transaction owns HMS Holdings or substantially all of HMS 
Holdings’ assets either directly or through one or more subsidiaries) (such resulting or acquiring corporation is referred to herein as the 
“ Acquiring Corporation ”) in substantially the same proportions as their ownership of the Outstanding Company Common  

   
4  

 



   
Stock and Outstanding Company Voting Securities, respectively, immediately prior to such Business Combination and (y) no Person 
beneficially owns, directly or indirectly, 50.01% or more of the then-outstanding shares of common stock of the Acquiring Corporation, 
or of the combined voting power of the then-outstanding securities of such corporation entitled to vote generally in the election of 
directors (except to the extent that such ownership existed prior to the Business Combination); or  
   

(iii)                                a change in the composition of the Holdings Board that results, during any one year period, in the 
Continuing Directors (as defined below) no longer constituting a majority of the Holdings Board (or, if applicable, the Board of 
Directors of a successor corporation to HMS Holdings), where the term “ Continuing Director ” means at any date a member of the 
Holdings Board (x) who was a member of the Holdings Board on the Effective Date or (y) who was nominated or elected subsequent to 
such date by at least a majority of the directors who were Continuing Directors at the time of such nomination or election or whose 
election to the Holdings Board was recommended or endorsed by at least a majority of the directors who were Continuing Directors at 
the time of such nomination or election; provided, however , that there shall be excluded from this clause (y) any individual whose 
initial assumption of office after the Effective Date occurred as a result of an actual or threatened election contest with respect to the 
election or removal of directors or other actual or threatened solicitation of proxies or consents, by or on behalf of a person other than 
the Holdings Board;  
   
provided that, where required by Section 409A, the event that occurs is also a “change in the ownership or effective control of a 
corporation, or a change in the ownership of a substantial portion of the assets of a corporation” as defined in Treasury Reg. § 1.409A-3
(i)(5).  
   

(d)                                  Termination for Cause, Voluntary Resignation.  
   

(i)                                      General .    If, during the Employment Period, the Company terminates your employment for Cause, or you 
resign from your employment (other than for Good Reason), you will be entitled only to the payments described in Section 6
(a) (excluding, on a termination for Cause, clause (ii) of Section 6(a)), unless applicable law otherwise requires payment. You may 
resign, other than for Good Reason, at any time and for any reason, by giving at least 30 days’ prior written notice to the Company.  
The Company may choose to respond to such notice of resignation by ending your active employment during the Notice Period, in 
which event you would remain an employee of the Company through the remainder of the Notice Period and continue to receive your 
Base Salary, less applicable deductions, and continue vesting under any outstanding equity grants through the end of the Notice Period.  
You will have no further right to receive any other compensation or benefits after such termination or resignation of employment, 
except as determined in accordance with the terms of the employee benefit plans or programs of the Company or as required by law.  

   
(ii)                                   Definitions .  
   

(I)                                    Cause .    For purposes of this Agreement, “ Cause ” means any of the following: your (i) fraud 
with respect to the Company; (ii) material misrepresentation to any regulatory agency, governmental authority, outside or 
internal auditors, internal or external Company counsel, or the Holdings Board concerning the operation or financial status of 
the Company; (iii) theft or embezzlement of assets of the Company; (iv) your conviction, or plea of guilty or nolo contendere 
to any felony (or to a felony charge reduced to a misdemeanor), or, with respect to your employment, to any misdemeanor 
(other than a traffic violation); (v) material failure to follow the Company’s conduct and ethics policies that have been 
provided or made available to you; (vi) material breach of this Agreement or the Restrictive Covenants Agreement; and/or 
(vii)  continued failure to  
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attempt in good faith to perform your duties as reasonably assigned by your Supervisor at the time.  Before terminating your 
employment for Cause under clauses (v) — (vii) above, the Company will specify in writing to you the nature of the act, 
omission, refusal, or failure that it deems to constitute Cause and, if the Company reasonably considers the situation to be 
correctable, give you 30 days after you receive such notice to correct the situation (and thus avoid termination for Cause), 
unless the Holdings Board agrees to further extend the time for correction.  You agree that the Company will have discretion 
exercised in a reasonable manner to determine whether your correction is sufficient.  Nothing in this definition prevents the 
Company from removing you from your position with the Company at any time and for any reason.  

   
(II)                               Good Reason .  For purposes of this Agreement, “ Good Reason ” means, the occurrence, without 

your prior written consent, of any of the following events: (i)  any material diminution in your authority, duties or 
responsibilities with the Company; (ii) a requirement that you report to an officer other than your then current Supervisor if the 
result is that your new Supervisor has materially diminished authority, duties, or responsibilities in comparison with your prior 
supervisor; (iii) a material reduction in your Base Salary or Target Bonus percentage; (iv) the Company’s requiring you to 
perform your principal services primarily in a geographic area more than 50 miles from the Company’s offices in Dallas, 
Texas (or such other place of primary employment for you at which you have agreed to provide such services); or (v) a 
material breach by the Company of any material provision of this Agreement.  No resignation will be treated as resignation for 
Good Reason unless (x) you have given written notice to the Company of your intention to terminate your employment for 
Good Reason, describing the grounds for such action, no later than 90 days after the first occurrence of such circumstances, 
(y) you have provided the Company with at least 30 days in which to cure the circumstances, and (z) if the Company is not 
successful in curing the circumstance, you end your employment within 30 days following the cure period in (y).  If the 
Company informs you that it will not treat your resignation as for Good Reason, you may withdraw the resignation and remain 
employed (provided that you do so before the original notice of resignation becomes effective) or may proceed and dispute the 
Company’s decision.  

   
(e)                                   Death or Disability. Your employment hereunder will terminate immediately upon your death or Disability.  “ 

Disability ” means the Company based upon appropriate medical evidence, determines you have become physically or mentally incapacitated so 
as to render you incapable of performing your usual and customary duties, with or without a reasonable accommodation, for 180 or more days, 
whether or not consecutive, during any 12 month period.  You are also disabled if you are found to be disabled within the meaning of the 
Company’s long-term disability insurance coverage as then in effect (or would be so found if you applied for the coverage or benefits).  
Employment termination under this subsection is not covered by Section 6(b) or 6(c), and you or your heirs will receive only the benefits and 
compensation in Section 6(a) (together, as applicable, with any life or disability insurance payments).  Nothing in this Section 6(e) prevents the 
Company from removing you from your position with the Company or, under Section 6(b), 6(c), or 6(d), from terminating your employment at 
any time, subject to compliance with those subsections.  
   

(f)                                    Further Effect of Termination on Board and Officer Positions . If your employment ends for any reason, you agree 
that you will cease immediately to hold any and all officer or director positions you then have with the Company, absent a contrary direction 
from the Holdings Board (which may include either a request to continue such service or a direction to cease serving upon notice). You hereby 
irrevocably appoint the Company to be your attorney-in-fact to execute any documents and do anything in your name to effect your ceasing to 
serve as a director and officer of the Company, should you fail to resign following a request from the Company to do so. You will not be 
required to sign, and  
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the Company will not sign on your behalf without your consent, documents effecting your ceasing to serve as a director that characterize your 
cessation of employment differently than the manner in which it is effected through Section 6 above.  A written notification signed by a director 
or duly authorized officer of the Company that any instrument, document or act falls within the authority conferred by this subsection will be 
conclusive evidence that it does so. The Company will prepare any documents, pay any filing fees, and bear any other expenses related to this 
Section.  
   

7.                                       Effect of Section 409A of the Code .  
   

(a)                                  Six Month Delay .  If and to the extent any portion of any payment, compensation or other benefit provided to you in 
connection with your employment termination is determined to constitute “nonqualified deferred compensation” within the meaning of 
Section 409A and you are a specified employee as defined in Section 409A(a)(2)(B)(i), as determined by the Company in accordance with its 
procedures, by which determination you hereby agree that you are bound, such portion of the payment, compensation or other benefit shall not 
be paid before the earlier of (i) the expiration of the six month period measured from the date of your “separation from service” (as determined 
under Section 409A) or (ii) the tenth day following the date of your death following such separation from service (the “ New Payment Date ”).  
The aggregate of any payments that otherwise would have been paid to you during the period between the date of separation from service and 
the New Payment Date shall be paid to you in a lump sum in the first payroll period beginning after such New Payment Date, and any remaining 
payments will be paid on their original schedule.  
   

(b)                                  General 409A Principles .  For purposes of this Agreement, a termination of employment will mean a “separation 
from service” as defined in Section 409A.  For purposes of this Agreement, each amount to be paid or benefit to be provided will be construed as 
a separate identified payment for purposes of Section 409A, and any payments that are due within the “short term deferral period” as defined in 
Section 409A or are paid in a manner covered by Treas. Reg. Section 1.409A-1(b)(9)(iii) will not be treated as deferred compensation unless 
applicable law requires otherwise.  Neither the Company nor you will have the right to accelerate or defer the delivery of any such payments or 
benefits except to the extent specifically permitted or required by Section 409A.  This Agreement is intended to comply with the provisions of 
Section 409A and this Agreement shall, to the extent practicable, be construed in accordance therewith.  Terms defined in this Agreement will 
have the meanings given such terms under Section 409A if and to the extent required to comply with Section 409A.  In any event, the Company 
makes no representations or warranty and will have no liability to you or any other person if any provisions of or payments under this 
Agreement are determined to constitute deferred compensation subject to Code Section 409A but not to satisfy the conditions of that section.  
   

(c)                                   Expense Timing .  Payments with respect to reimbursements of business expenses will be made in the ordinary 
course in accordance with the Company’s procedures (generally within 45 days after you have submitted appropriate documentation) and, in any 
case, on or before the last day of the calendar year following the calendar year in which the relevant expense is incurred.  The amount of 
expenses eligible for reimbursement, or in-kind benefits provided, during a calendar year may not affect the expenses eligible for reimbursement, 
or in-kind benefits to be provided, in any other calendar year.  The right to reimbursement or in-kind benefits is not subject to liquidation or 
exchange for another benefit.  
   

8.                                       Restrictive Covenants .  In connection with signing this Agreement, you are signing a Noncompetition, Nonsolicitation, 
Proprietary and Confidential Information and Developments Agreement (the “ Restrictive Covenants Agreement ”), which addresses your 
responsibilities to the Company in connection with confidentiality, transfer and protection of intellectual property, noncompetition, 
nonsolicitation of employees and customers, and nondisparagement.  
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9 .                                       Miscellaneous .  

   
(a)                                  Notices .  All notices required or permitted under this Agreement must be in writing and will be deemed effective 

upon personal delivery or three business days following deposit in a United States Post Office, by certified mail, postage prepaid, or one 
business day after it is sent for next-business day delivery via a reputable nationwide overnight courier service in the case of notice to the 
Company at its then principal headquarters, and in the case of notice to you to the current address on file with the Company.  Notice to the 
Company must include a separate notice to the General Counsel of HMS Holdings.  Either Party may change the address to which notices are to 
be delivered by giving notice of such change to the other Party in the manner set forth in this Section 9(a).  
   

(b)                                  No Mitigation .    You are not required to seek other employment or otherwise mitigate the value of any severance 
benefits contemplated by this Agreement, nor will any such benefits be reduced by any earnings or benefits that you may receive from any other 
source.  Notwithstanding any other provision of this Agreement, any sum or sums paid under this Agreement will be in lieu of any amounts to 
which you may otherwise be entitled under the terms of any severance plan, policy, program, agreement or other arrangement sponsored by the 
Company or an affiliate of the Company.  
   

(c)                                   Waiver of Jury Trial . TO THE EXTENT NOT PROHIBITED BY APPLICABLE LAW THAT CANNOT BE 
WAIVED, THE PARTIES HEREBY WAIVE, AND COVENANT THAT THEY WILL NOT ASSERT (WHETHER AS PLAINTIFF, 
DEFENDANT OR OTHERWISE), ANY RIGHT TO TRIAL BY JURY IN ANY ACTION, SUIT OR OTHER PROCEEDING ARISING IN 
WHOLE OR IN PART UNDER OR IN CONNECTION WITH THIS AGREEMENT OR THE RELEASE IT CONTEMPLATES, WHETHER 
NOW EXISTING OR HEREAFTER ARISING, AND WHETHER SOUNDING IN CONTRACT, TORT OR OTHERWISE, THE PARTIES 
AGREE THAT ANY PARTY MAY FILE A COPY OF THIS PARAGRAPH WITH ANY COURT AS WRITTEN EVIDENCE OF THE 
KNOWING, VOLUNTARY AND BARGAINED-FOR AGREEMENT AMONG THE PARTIES IRREVOCABLY TO WAIVE THEIR 
RIGHTS TO TRIAL BY JURY IN ANY PROCEEDING WHATSOEVER BETWEEN THEM RELATING TO THIS AGREEMENT OR TO 
ANY OF THE MATTERS CONTEMPLATED UNDER THIS AGREEMENT, RELATING TO YOUR EMPLOYMENT, OR COVERED BY 
THE CONTEMPLATED RELEASE.  
   

(d)                                  Severability. Each provision of this Agreement must be interpreted in such manner as to be effective and valid under 
applicable law, but if any provision of this Agreement is held to be prohibited by or invalid under applicable law, such provision will be 
ineffective only to the extent of such prohibition or invalidity, without invalidating the remainder of such provision or the remaining provisions 
of this Agreement. Moreover, if an arbitrator or a court of competent jurisdiction determines any of the provisions contained in this Agreement 
to be unenforceable because the provision is excessively broad in scope, whether as to duration, activity, geographic application, subject or 
otherwise, it will be construed, by limiting or reducing it to the extent legally permitted, so as to be enforceable to the extent compatible with 
then applicable law to achieve the intent of the Parties.  
   

(e)                                   Assignment. This Agreement will be binding upon and will inure to the benefit of (i) your heirs, beneficiaries, 
executors and legal representatives upon your death and (ii) any successor of the Company. Any such successor of the Company will be treated 
as substituted for the Company under the terms of this Agreement for all purposes.  The Company may assign this Agreement without your 
consent to a successor company in connection with a Change in Control, and such an assignment will not automatically terminate your 
employment for purposes of triggering your entitlement to severance; provided , however , that if such an assignment provides a basis for you to 
resign for Good Reason, you may resign for Good Reason, and you will be entitled to severance, if any, subject to the terms of Section 6. You 
specifically agree that any assignment may include rights under the Restrictive Covenants Agreement without requiring your consent; provided , 
however , that an assignment that occurs  

   
8  

 



   
after the termination of your employment will not expand in any manner the scope of the Restrictive Covenants Agreement.  As used herein, 
“successor” will mean any person, firm, corporation or other business entity that at any time, whether by purchase, merger or otherwise, directly 
or indirectly acquires all or substantially all of the assets or business of the Company.  
   

None of your rights to receive any form of compensation payable under this Agreement will be assignable or transferable except 
through a testamentary disposition or by the laws of descent and distribution upon your death or as provided in Section 9(k). Any attempted 
assignment, transfer, conveyance or other disposition (other than as aforesaid) of any interest in your rights to receive any form of compensation 
hereunder will be null and void; provided , however , that notwithstanding the foregoing, you will be allowed to transfer vested shares subject to 
stock options (other than incentive stock options within the meaning of Section 422 of the Code) or the vested portion of other equity awards 
consistent with the rules for transfers to “family members” as defined in Securities Act Form S-8. Any other attempted assignment, transfer, 
conveyance or other disposition of any interest in your rights to receive any form of compensation hereunder will be null and void.  
   

(f)                                    No Oral Modification, Waiver, Cancellation or Discharge. This Agreement may only be amended, canceled or 
discharged or any obligations thereunder waived through a writing signed by you and the Chair of the Compensation Committee or any 
executive officer of the Company (other than you) duly authorized either by the Holdings Board or the Compensation Committee.  
   

(g)                                   No Conflict of Interest .  You confirm that you have fully disclosed to HMS Holdings and the other entities in the 
Company, to the best of your knowledge, all circumstances under which you, your immediate family and other persons who reside in your 
household have or may have a conflict of interest with the Company.  You further agree to fully disclose to the Company any such circumstances 
that might arise during your employment upon your becoming aware of such circumstances.  
   

(h)                                  Other Agreements .  You hereby represent that your performance of all the terms of this Agreement and the 
performance of your duties as an employee of the Company does not and will not breach any agreement to keep in confidence proprietary 
information, knowledge or data acquired by you in confidence or in trust prior to your employment with the Company.  You also represent that 
you are not a party to or subject to any restrictive covenants, legal restrictions, policies, commitments or other agreements in favor of any entity 
or person that would in any way preclude, inhibit, impair or limit your ability to perform your obligations under this Agreement, including 
noncompetition agreements or nonsolicitation agreements, and you further represent that your performance of the duties and obligations under 
this Agreement does not violate the terms of any agreement to which you are a party.  You agree that you will not enter into any agreement or 
commitment or agree to any policy that would prevent or hinder your performance of duties and obligations under this Agreement.  
   

(i)                                      Disclosure of this Agreement .  You acknowledge that the Company may provide persons or entities who may 
employ or engage you with a copy of the Restrictive Covenants Agreement (or portions thereof) to highlight your continuing obligations to the 
Company.  You also acknowledge that the Company may be obligated to disclose the entire Agreement or any portion thereof to satisfy 
applicable laws and regulations.  
   

(j)                                     Survivorship. The respective rights and obligations of the Company and you hereunder will survive any termination 
of your employment to the extent necessary to preserve the intent of such rights and obligations.  
   

(k)                                  Beneficiaries. You will be entitled, to the extent applicable law permits, to select and change the beneficiary or 
beneficiaries to receive any compensation or benefit payable hereunder upon your death by giving the Company written notice thereof in a 
manner consistent with the terms of  
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any applicable plan documents. If you die, severance then due or other amounts due hereunder will be paid to your designated beneficiary or 
beneficiaries or, if none are designated or none survive you, your estate.  
   

(l)                                      Withholding. The Company will be entitled to withhold, or cause to be withheld, any amount of federal, state, city or 
other withholding taxes or other amounts either required by law or authorized by you with respect to payments made to you in connection with 
your employment.  
   

(m)                              Company Policies .  References in this Agreement to Company policies and procedures are to those policies and 
procedures in effect at the Effective Date, as the Company may amend them from time to time.  
   

(n)                                  Governing Law; Dispute Resolution. This Agreement must be construed, interpreted, and governed in accordance 
with the laws of the State of Texas without reference to rules relating to conflict of law.  In case of any controversy or claim arising out of or 
related to this Agreement or relating to your employment (including claims relating to employment discrimination), except as expressly excluded 
herein, each Party agrees to give the other Party notice of an intent to seek arbitration under this Agreement and 10 days to reach a resolution.  
Should resolution of any controversy or claim not be reached following provision of notice and a reasonable opportunity to cure, then the dispute 
shall be settled by arbitration, under the American Arbitration Association’s National Rules for the Resolution of Employment Disputes (the “ 
National Rules ”).  A single arbitrator shall be selected in accordance with the National Rules, and the costs of such arbitration shall be shared 
equally between the parties.  The dispute will be arbitrated in Dallas, TX, absent mutual agreement of the Parties to another venue.  Any claim or 
controversy not submitted to arbitration in accordance with this Section 9(n) (other than as provided under the Restrictive Covenants Agreement) 
will be waived, and thereafter no arbitrator, arbitration panel, tribunal, or court will have the power to rule or make any award on any such claim 
or controversy.  In determining a claim or controversy under this Agreement and in making an award, the arbitrator must consider the terms and 
provisions of this Agreement, as well as all applicable federal, state, or local laws.  The award rendered in any arbitration proceeding held under 
this Section 9(n) shall be final and binding and judgment upon the award may be entered in any court having jurisdiction thereof.  Claims for 
workers’ compensation or unemployment compensation benefits are not covered by this Section 9(n).  Also not covered by this Section 9(n) are 
claims by the Company or by you for temporary restraining orders, preliminary injunctions or permanent injunctions (“equitable relief”) in cases 
in which such equitable relief would be otherwise authorized by law or pursuant to the Restrictive Covenants Agreement.  The Company will be 
responsible for paying any filing fee of the sponsoring organization and the fees and costs of the arbitrator; provided, however, that if you initiate 
the claim, you will contribute an amount equal to the filing fee you would have incurred to initiate a claim in the court of general jurisdiction in 
the State of Texas.  Each party will pay for its own costs and attorneys’ fees, if any.  Without limiting the provisions of this Section 9(n), the 
Company and you agree that the decision as to whether a party is the prevailing party in an arbitration, or a legal proceeding that is commenced 
in connection therewith will be made in the sole discretion of the arbitrator or, if applicable, the court and the arbitrator or court may award 
reasonable attorneys’ fees, costs and expenses.  
   
Any action, suit or other legal proceeding with respect to equitable relief that is excluded from arbitration must be commenced only in a court of 
the State of Texas (or, if appropriate, a federal court located within the State of Texas), and the Company and you each consent to the 
jurisdiction of such a court.  With respect to any such court action, the Parties hereto (a) submit to the personal jurisdiction of such courts; 
(b) consent to service of process by the means specified under Section 9(a); and (c) waive any other requirement (whether imposed by statute, 
rule of court, or otherwise) with respect to personal jurisdiction, inconvenient forum, or service of process.  
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(o)                                  Interpretation. The parties agree that this Agreement will be construed without regard to any presumption or 

rule requiring construction or interpretation against the drafting party. References in this Agreement to “include” or “including” should be read 
as though they said “without limitation” or equivalent forms. The parties further agree that notwithstanding any provision in this or any other 
agreement, including without limitation the Non-competition, Non-solicitation, Proprietary and Confidential Information and Developments 
Agreement, that any post-employment non-competition provisions shall only be enforceable to the extent permitted (and to the extent the 
signature of such an agreement is permitted) pursuant to Texas Rule 5.06 of the Texas Disciplinary Rules of Professional Conduct for attorneys.  
   

(p)                                  Entire Agreement. This Agreement and any documents referred to herein represent the entire agreement of the 
Parties and will supersede any and all previous contracts, arrangements or understandings between the Company and you.  
   

Signatures on Page Following  
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IN WITNESS WHEREOF, the Company has caused this Agreement to be duly executed and you have hereunto set your hand to be 

effective as of the dates below.  
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HMS Holdings Corp.  

         
         
02/27/2014  

   
By:  /s/ WILLIAM C. LUCIA  

Date  
   

William C. Lucia  
      

President  
         
         
      

Eugene DeFelice  
         
         
02/26/2014  

   
/s/ EUGENE V. DEFELICE  

Date  
      



 
Exhibit 10.49 

  
EMPLOYMENT AGREEMENT  

   
THIS EMPLOYMENT AGREEMENT (the “ Agreement ”) is made as of April 2, 2014 by and between HMS Business Services Inc., a 

Delaware corporation (“ HMS ”), and Joseph Donabauer, an individual (“ you ”) (and, together with HMS, the “ Parties ”) to provide services, 
as directed, to the entities comprising the “ Company ” (HMS Holdings Corp. (“ HMS Holdings ” and with HMS, and their respective 
subsidiaries and affiliates)). It replaces your terms of employment with the Company dated August 1, 2012.  
   

WHEREAS, the Company wishes to continue to employ you and you wish to continue to be employed by the Company.  
   

NOW THEREFORE, in consideration of your acceptance of continued employment, under the revised terms set forth in this 
Agreement, the Parties agree to be bound by the terms contained in this Agreement as follows:  
   

1.                                       Engagement .   Effective March 31,, 2014 (the “ Effective Date ”), but subject to Section 9(l), the Company will continue to 
employ you as SVP, Corporate Controller of HMS.  You acknowledge that the Company organizes itself across multiple entities and that your 
being assigned to work directly for HMS Holdings or for one of its subsidiaries or affiliates will not, in and of itself, breach this Agreement.  
You will report directly to the Chief Financial Officer (CFO) or his or her designee (“ Supervisor ”).  

   
2.                                       Commitment. During the Employment Period (as defined in Section 3 below), you must devote your full working time and 

attention to the Company. During the Employment Period, you must not engage in any employment, occupation, consulting or other similar 
activity without your Supervisor’s prior written consent.  You will perform your services under this Agreement primarily at the Company’s 
offices in New York or at such place or places as you and the Company may agree.  You understand and agree that your employment will 
require travel from time to time in a manner consistent with Company policy.  

   
3.                                       Employment Period . HMS hereby agrees to continue to employ you and you hereby accept continued employment with 

HMS upon the revised terms set forth in this Agreement, for the period commencing on the Effective Date and ending when and as provided in 
Section 6 (the “ Employment Period ”).  

   
4.                                       Cash and Bonus .  
   

(a)                                  Base Salary. You will continue to receive a base salary at a monthly rate of $21,029.16, annualizing to $252,350.00 
(as may be adjusted under this Agreement, the “ Base Salary ”). The Company will pay your Base Salary periodically in arrears not less 
frequently than monthly in accordance with the Company’s regular payroll practices as in effect from time to time (which currently provide for 
bi-weekly payments).  The Company will review your Base Salary periodically and may adjust your Base Salary at that time..  
   

(b)                                  Bonus .  You will be eligible to receive bonus compensation (the “ Bonus ”) from the Company in respect of each 
fiscal year (or portion thereof) during the Employment Period, in each case as the Company may determine on the basis of such performance 
based or other criteria as it determines appropriate.  The target bonus for your position is 50%.  
   

 



   
5.                                       Employee Benefits .  

   
(a)                                  Employee Welfare, Equity Compensation, and Retirement Plans. You will, to the extent eligible, be entitled to 

participate at a level commensurate with your position in all employee equity compensation plans and welfare benefit and retirement plans and 
programs the Company provides to its employees in accordance with the terms thereof as in effect from time to time.  The Company may change 
or terminate the benefits at any time.  
   

(b)                                  Business Expenses. Upon submission of appropriate documentation in accordance with Company policies, the 
Company will promptly pay, or reimburse you for, all reasonable business expenses that you incur in performing your duties under this 
Agreement, including travel, entertainment, professional dues and subscriptions, as long as such expenses are reimbursable under the Company’s 
policies.  Any payments or expenses provided in this Section 5(b) will be paid in accordance with Section 7(c).  
   

(c)                                   Paid Time Off.   You will earn paid time off (PTO) at the rate of 18 hours per month (annualized to 27 days per 
year), or such greater number as the Company determines from time to time, provided that any carryover from year to year will be subject to the 
Company’s generally applicable policies.  
   

6.                                       Termination of Employment.  
   

(a)                                  General .  Subject in each case to the provisions of this Section 6 and the other provisions of this Agreement relating 
to our respective rights and obligations upon termination of your employment, nothing in this Agreement interferes with or limits in any way the 
Company’s or your right to terminate your employment at any time, for any reason or no reason, and nothing in this Agreement confers on you 
any right or obligation to continue in the Company’s employ. The Company, in its sole discretion, may elect to terminate your employment 
immediately at any time subject to compliance with any obligations it has under this Section 6. If your employment ceases for any or no reason, 
you (or your estate, as applicable) will be entitled to receive (in addition to any compensation and benefits you are entitled to receive under 
Section 6(b) below): (i) any earned but unpaid Base Salary and, to the extent consistent with general Company policy, accrued but unused paid 
time off through and including the date of termination of your employment to be paid in accordance with the Company’s regular payroll 
practices and with applicable law but no later than the next regularly scheduled pay period, (ii) unreimbursed business expenses in accordance 
with the Company’s policies for which expenses you have provided appropriate documentation, to be paid in accordance with Section 7(c), and 
(iii) any amounts or benefits to which you are then entitled under the terms of the benefit plans then sponsored by the Company in accordance 
with their terms (and not accelerated to the extent acceleration does not satisfy Section 409A of the Internal Revenue Code of 1986, as amended 
(“ Section 409A ” of the “ Code ”)). Notwithstanding any other provision in this Agreement to the contrary, you will be entitled to severance, if 
any, solely through the terms of this Section 6, unless another written agreement between you and the Company (and approved by the head of 
the Company’s Human Resources Department) expressly provides otherwise.  
   

(b)                                  Termination Without Cause.  If, during the Employment Period, the Company terminates your employment without 
Cause (defined below), in addition to the amounts described in Section 6(a), the Company will pay to you the following, subject to compliance 
with Section 6(b)(iii):  
   

(i)                                      Cash Severance . The Company will pay to you in cash an amount equal to twelve times your monthly Base 
Salary, paid ratably in equal installments over a twelve month period beginning in the first payroll period following the Release 
Effective Date (as defined below) (or such later date required by Section 7) in accordance with the Company’s standard payroll policies 
and procedures and in a manner consistent with Section 7;  
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(ii)                                   Benefits .  The Company will pay you a lump sum amount equal to twelve times the difference between the 

monthly COBRA coverage premium for the same type of medical and dental coverage (single, family, or other) you are receiving as of 
the date your employment ends and your then monthly employee contribution.  This payment will be taxable and subject to 
withholding.  You may use the amount received for any purpose.  
   

(iii)                                Release .  To receive any severance benefits provided for under this Agreement or otherwise, you must 
deliver to the Company a separation agreement and general release of claims on the form the Company provides (releasing all 
releasable claims other than to payments under Section 6 or outstanding equity and including obligations to cooperate with the 
Company and reaffirming your obligations under the Restrictive Covenants Agreement (as defined below)), which agreement and 
release must become irrevocable within 60 days (or such earlier date as the release provides) following the date of your termination of 
employment.  Benefits under Section 6(b)(i) and (ii) will be paid or commence in the first regular payroll beginning after the release 
becomes effective, subject to any delays required by Section 7; provided, however , that if the last day of the 60 day period for an 
effective release falls in the calendar year following the year of your date of termination, the severance payments will be paid or begin 
no earlier than January 1 of such subsequent calendar year.  The date on which your release of claims becomes effective is the “ Release 
Effective Date .”  You must continue to comply with the Restrictive Covenants Agreement to continue to receive severance benefits.  
   

(c)                                   Termination for Cause, Voluntary Resignation.  
   

(i)                                      General .    If, during the Employment Period, the Company terminates your employment for Cause, or you 
resign from your employment, you will be entitled only to the payments described in Section 6(a), unless applicable law otherwise 
requires payment. You may resign at any time and for any reason, by giving at least 30 days’ prior written notice to the Company (the “ 
Notice Period ”).  The Company may choose to respond to such notice of resignation by ending your employment (and any further 
compensation) during the Notice Period.  You will have no further right to receive any other compensation or benefits after such 
termination or resignation of employment, except as determined in accordance with the terms of the employee benefit plans or 
programs of the Company or as required by law.  

   
(ii)                                   Cause .  For purposes of this Agreement, “ Cause ” means any of the following: your (i) fraud with respect 

to the Company; (ii) material misrepresentation to any regulatory agency, governmental authority, outside or internal auditors, internal 
or external Company counsel, or the HMS Holdings Board of Directors (the “ HMS Holdings Board ” concerning the operation or 
financial status of the Company; (iii) theft or embezzlement of assets of the Company; (iv) your conviction, or plea of guilty or nolo 
contendere to any felony (or to a felony charge reduced to a misdemeanor), or, with respect to your employment, to any misdemeanor 
(other than a traffic violation); (v) material failure to follow the Company’s conduct and ethics policies that have been provided or made 
available to you; (vi) material breach of this Agreement or the Restrictive Covenants Agreement; and/or (vii)  continued failure to 
attempt in good faith to perform your duties as reasonably assigned by your Supervisor at the time.  Before terminating your 
employment for Cause under clauses (v) — (vii) above, the Company will specify in writing to you the nature of the act, omission, 
refusal, or failure that it deems to constitute Cause and, if the Company reasonably considers the situation to be correctable, give you 30 
days after you receive such notice to correct the situation (and thus avoid termination for Cause), unless the HMS Holdings Board 
agrees to further extend the time for correction.  You agree that the Company will have discretion exercised in a reasonable manner to 
determine whether your correction is sufficient.  Nothing in this definition prevents the Company from removing you from your 
position with the Company at any time and for any reason.  
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(d)                                  Death or Disability. Your employment hereunder will terminate immediately upon your death or Disability.  “ 

Disability ” means the Company based upon appropriate medical evidence, determines you have become physically or mentally incapacitated so 
as to render you incapable of performing your usual and customary duties, with or without a reasonable accommodation, for 120 or more days, 
whether or not consecutive, during any 12 month period.  You are also disabled if you are found to be disabled within the meaning of the 
Company’s long-term disability insurance coverage as then in effect (or would be so found if you applied for the coverage or benefits).  
Employment termination under this subsection is not covered by Section 6(b), and you or your heirs will receive only the benefits and 
compensation in Section 6(a) (together, as applicable, with any life or disability insurance payments).  Nothing in this Section 6(d) prevents the 
Company from removing you from your position with the Company or, under Section 6(b) or 6(c), from terminating your employment at any 
time, subject to compliance with those subsections.  
   

7.                                       Effect of Section 409A of the Code .  
   

(a)                                  Six Month Delay .  If and to the extent any portion of any payment, compensation or other benefit provided to you in 
connection with your employment termination is determined to constitute “nonqualified deferred compensation” within the meaning of 
Section 409A and you are a specified employee as defined in Section 409A(a)(2)(B)(i), as determined by the Company in accordance with its 
procedures, by which determination you hereby agree that you are bound, such portion of the payment, compensation or other benefit shall not 
be paid before the earlier of (i) the expiration of the six month period measured from the date of your “separation from service” (as determined 
under Section 409A) or (ii) the tenth day following the date of your death following such separation from service (the “ New Payment Date ”).  
The aggregate of any payments that otherwise would have been paid to you during the period between the date of separation from service and 
the New Payment Date shall be paid to you in a lump sum in the first payroll period beginning after such New Payment Date, and any remaining 
payments will be paid on their original schedule.  
   

(b)                                  General 409A Principles .  For purposes of this Agreement, a termination of employment will mean a “separation 
from service” as defined in Section 409A.  For purposes of this Agreement, each amount to be paid or benefit to be provided will be construed as 
a separate identified payment for purposes of Section 409A, and any payments that are due within the “short term deferral period” as defined in 
Section 409A or are paid in a manner covered by Treas. Reg. Section 1.409A-1(b)(9)(iii) will not be treated as deferred compensation unless 
applicable law requires otherwise.  Neither the Company nor you will have the right to accelerate or defer the delivery of any such payments or 
benefits except to the extent specifically permitted or required by Section 409A.  This Agreement is intended to comply with the provisions of 
Section 409A and this Agreement shall, to the extent practicable, be construed in accordance therewith.  Terms defined in this Agreement will 
have the meanings given such terms under Section 409A if and to the extent required to comply with Section 409A.  In any event, the Company 
makes no representations or warranty and will have no liability to you or any other person if any provisions of or payments under this 
Agreement are determined to constitute deferred compensation subject to Code Section 409A but not to satisfy the conditions of that section.  
   

(c)                                   Expense Timing .  Payments with respect to reimbursements of business expenses will be made in the ordinary 
course in accordance with the Company’s procedures (generally within 45 days after you have submitted appropriate documentation) and, in any 
case, on or before the last day of the calendar year following the calendar year in which the relevant expense is incurred.  The amount of 
expenses eligible for reimbursement, or in-kind benefits provided, during a calendar year may not affect the expenses eligible for reimbursement, 
or in-kind benefits to be provided, in any other calendar year.  The right to reimbursement or in-kind benefits is not subject to liquidation or 
exchange for another benefit.  
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8.                                       Restrictive Covenants .  In connection with signing this Agreement, you are signing a Noncompetition, Nonsolicitation, 

Proprietary and Confidential Information and Developments Agreement (the “ Restrictive Covenants Agreement ”), which addresses your 
responsibilities to the Company in connection with confidentiality, transfer and protection of intellectual property, noncompetition, 
nonsolicitation of employees and customers, and nondisparagement.  

   
9 .                                       Miscellaneous .  

   
(a)                                  Notices .  All notices required or permitted under this Agreement must be in writing and will be deemed effective 

upon personal delivery or three business days following deposit in a United States Post Office, by certified mail, postage prepaid, or one 
business day after it is sent for next-business day delivery via a reputable nationwide overnight courier service in the case of notice to the 
Company at its then principal headquarters, and in the case of notice to you to the current address on file with the Company.  Notice to the 
Company must include a separate notice to the General Counsel of HMS Holdings.  Either Party may change the address to which notices are to 
be delivered by giving notice of such change to the other Party in the manner set forth in this Section 9(a).  
   

(b)                                  No Mitigation .    You are not required to seek other employment or otherwise mitigate the value of any severance 
benefits contemplated by this Agreement, nor will any such benefits be reduced by any earnings or benefits that you may receive from any other 
source.  Notwithstanding any other provision of this Agreement, any sum or sums paid under this Agreement will be in lieu of any amounts to 
which you may otherwise be entitled under the terms of any severance plan, policy, program, agreement or other arrangement sponsored by the 
Company or an affiliate of the Company.  
   

(c)                                   Waiver of Jury Trial . TO THE EXTENT NOT PROHIBITED BY APPLICABLE LAW THAT CANNOT BE 
WAIVED, THE PARTIES HEREBY WAIVE, AND COVENANT THAT THEY WILL NOT ASSERT (WHETHER AS PLAINTIFF, 
DEFENDANT OR OTHERWISE), ANY RIGHT TO TRIAL BY JURY IN ANY ACTION, SUIT OR OTHER PROCEEDING ARISING IN 
WHOLE OR IN PART UNDER OR IN CONNECTION WITH THIS AGREEMENT OR THE RELEASE IT CONTEMPLATES, WHETHER 
NOW EXISTING OR HEREAFTER ARISING, AND WHETHER SOUNDING IN CONTRACT, TORT OR OTHERWISE, THE PARTIES 
AGREE THAT ANY PARTY MAY FILE A COPY OF THIS PARAGRAPH WITH ANY COURT AS WRITTEN EVIDENCE OF THE 
KNOWING, VOLUNTARY AND BARGAINED-FOR AGREEMENT AMONG THE PARTIES IRREVOCABLY TO WAIVE THEIR 
RIGHTS TO TRIAL BY JURY IN ANY PROCEEDING WHATSOEVER BETWEEN THEM RELATING TO THIS AGREEMENT OR TO 
ANY OF THE MATTERS CONTEMPLATED UNDER THIS AGREEMENT, RELATING TO YOUR EMPLOYMENT, OR COVERED BY 
THE CONTEMPLATED RELEASE.  
   

(d)                                  Severability. Each provision of this Agreement must be interpreted in such manner as to be effective and valid under 
applicable law, but if any provision of this Agreement is held to be prohibited by or invalid under applicable law, such provision will be 
ineffective only to the extent of such prohibition or invalidity, without invalidating the remainder of such provision or the remaining provisions 
of this Agreement. Moreover, if an arbitrator or a court of competent jurisdiction determines any of the provisions contained in this Agreement 
to be unenforceable because the provision is excessively broad in scope, whether as to duration, activity, geographic application, subject or 
otherwise, it will be construed, by limiting or reducing it to the extent legally permitted, so as to be enforceable to the extent compatible with 
then applicable law to achieve the intent of the Parties.  
   

(e)                                   Assignment. This Agreement will be binding upon and will inure to the benefit of (i) your heirs, beneficiaries, 
executors and legal representatives upon your death and (ii) any successor of the Company. Any such successor of the Company will be treated 
as substituted for the Company under the terms of this Agreement for all purposes.  The Company may assign this Agreement without  
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your consent, and such an assignment will not terminate your employment for purposes of triggering your entitlement to severance. You 
specifically agree that any assignment may include rights under the Restrictive Covenants Agreement without requiring your consent; provided , 
however , that an assignment that occurs after the termination of your employment will not expand in any manner the scope of the Restrictive 
Covenants Agreement.  As used herein, “successor” will mean any person, firm, corporation or other business entity that at any time, whether by 
purchase, merger or otherwise, directly or indirectly acquires all or substantially all of the assets or business of the Company.  Any attempted 
assignment, transfer, conveyance or other disposition of any interest in your rights to receive any form of compensation hereunder will be null 
and void.  
   

(f)                                    No Oral Modification, Waiver, Cancellation or Discharge. This Agreement may only be amended, canceled or 
discharged or any obligations thereunder waived through a writing signed by you and any duly authorized executive officer of the Company.  
   

(g)                                   No Conflict of Interest .  You confirm that you have fully disclosed to HMS Holdings and the other entities in the 
Company, to the best of your knowledge, all circumstances under which you, your immediate family and other persons who reside in your 
household have or may have a conflict of interest with the Company.  You further agree to fully disclose to the Company any such circumstances 
that might arise during your employment upon your becoming aware of such circumstances.  
   

(h)                                  Other Agreements .  You hereby represent that your performance of all the terms of this Agreement and the 
performance of your duties as an employee of the Company does not and will not breach any agreement to keep in confidence proprietary 
information, knowledge or data acquired by you in confidence or in trust prior to your employment with the Company.  You also represent that 
you are not a party to or subject to any restrictive covenants, legal restrictions, policies, commitments or other agreements in favor of any entity 
or person that would in any way preclude, inhibit, impair or limit your ability to perform your obligations under this Agreement, including 
noncompetition agreements or nonsolicitation agreements, and you further represent that your performance of the duties and obligations under 
this Agreement does not violate the terms of any agreement to which you are a party.  You agree that you will not enter into any agreement or 
commitment or agree to any policy that would prevent or hinder your performance of duties and obligations under this Agreement.  
   

(i)                                      Survivorship. The respective rights and obligations of the Company and you hereunder will survive any termination 
of your employment to the extent necessary to preserve the intent of such rights and obligations.  
   

(j)                                     Withholding. The Company will be entitled to withhold, or cause to be withheld, any amount of federal, state, city or 
other withholding taxes or other amounts either required by law or authorized by you with respect to payments made to you in connection with 
your employment.  
   

(k)                                  Company Policies .  References in this Agreement to Company policies and procedures are to those policies and 
procedures in effect at the Effective Date, as the Company may amend them from time to time.  
   

(l)                                      Background Checks.  The Company’s offer of continued at-will employment is contingent upon your authorization 
and successful completion of background checks, reference checks, and drug testing.  You may be required to execute authorizations for the 
Company and/or their third party vendor to obtain consumer reports and/or investigative consumer reports and use them in conducting 
background checks and drug testing as a condition to your ongoing employment.  
   

(m)                              Governing Law; Dispute Resolution. The Parties agree that the Federal Arbitration Act, 9 U.S.C. §1 et seq. and the 
National Rules (as defined below) shall apply to the  
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interpretation and enforcement of this Agreement.  The laws of the State of Texas shall govern the substantive merits of any legal dispute set 
forth herein, without regard to conflicts of law provisions.  In case of any controversy or claim arising out of or related to this Agreement or 
relating to your employment (including claims relating to employment discrimination), except as expressly excluded herein, each Party agrees to 
give the other Party notice of an intent to seek arbitration under this Agreement and 10 days to reach a resolution.  Should resolution of any 
controversy or claim not be reached following provision of notice and a reasonable opportunity to cure, then the dispute (including the 
arbitrability of the dispute itself) shall be settled by arbitration under the American Arbitration Association’s National Rules for the Resolution 
of Employment Disputes (the “ National Rules ”).  A single arbitrator shall be selected in accordance with the National Rules.  The dispute will 
be arbitrated in Dallas, Texas, absent mutual agreement of the Parties to another venue.  Any claim or controversy not submitted to arbitration in 
accordance with this Section 9(m) (other than as provided under the Restrictive Covenants Agreement) will be waived, and thereafter no 
arbitrator, arbitration panel, tribunal, or court will have the power to rule or make any award on any such claim or controversy.  In determining a 
claim or controversy under this Agreement and in making an award, the arbitrator must consider the terms and provisions of this Agreement, as 
well as all applicable federal, state, or local laws.  The award rendered in any arbitration proceeding held under this Section 9(m) shall be final 
and binding and judgment upon the award may be entered in any court having jurisdiction thereof.  Claims for workers’ compensation or 
unemployment compensation benefits are not covered by this Section 9(m).  Also not covered by this Section 9(m) are claims by the Company 
or by you for temporary restraining orders, preliminary injunctions or permanent injunctions (“equitable relief”) in cases in which such equitable 
relief would be otherwise authorized by law or pursuant to the Restrictive Covenants Agreement.  The Company will be responsible for paying 
any filing fee of the sponsoring organization and the fees and costs of the arbitrator; provided, however, that if you initiate the claim, you will 
contribute an amount equal to the filing fee you would have incurred to initiate a claim in the court of general jurisdiction in the State of Texas.  
Each party will pay for its own costs and attorneys’ fees, if any, provided that the arbitrator or court, as applicable, may award reasonable costs 
and expenses in favor of the prevailing party.  The Company and you agree that the decision as to whether a party is the prevailing party in an 
arbitration, or a legal proceeding that is commenced in connection therewith will be made in the sole discretion of the arbitrator or, if applicable, 
the court.  

   
Any action, suit or other legal proceeding with respect to equitable relief that is excluded from arbitration above must be commenced only in a 
court of the State of Texas (or, if appropriate, a federal court located within the State of Texas), and the Company and you each consent to the 
jurisdiction of such a court.  With respect to any such court action, the Parties hereto (a) submit to the personal jurisdiction of such courts; 
(b) consent to service of process by the means specified under Section 9(a); and (c) waive any other requirement (whether imposed by statute, 
rule of court, or otherwise) with respect to personal jurisdiction, inconvenient forum, or service of process.  
   

(n)                                  Interpretation. The parties agree that this Agreement will be construed without regard to any presumption or 
rule requiring construction or interpretation against the drafting party. References in this Agreement to “include” or “including” should be read 
as though they said “without limitation” or equivalent forms.  
   

(o)                                  Entire Agreement. This Agreement and any documents referred to herein represent the entire agreement of the 
Parties and will supersede any and all previous contracts, arrangements or understandings between the Company and you.  
   

Signatures on Page Following  
   
7  

 



   
IN WITNESS WHEREOF, the Company has caused this Agreement to be duly executed and you have hereunto set your hand to be 

effective as of the dates below.  
   
   

   
8  

 

      
HMS  

         
         
04/02/2014  

   
By:  /s/ TRACY SOUTH  

Date  
      

Tracy South  
            
            
      

Joseph Donabauer  
         
         
04/02/2014  

   
/s/ JOSEPH DONABAUER  

Date  
      



 
Exhibit 10.50 

  
RETENTION AGREEMENT  

   
HMS Holdings Corporation (“HMS”) is currently making organizational changes to its Finance Department.  Hence, HMS, and its 

direct and indirect subsidiaries, corporate and other affiliates, and their successors and assigns are entering into this Retention Agreement with 
Vice President/Controller for HMS Business Services, Inc. Joseph Donabauer (“Donabauer”) in light of those changes, because it is important to 
make that transition as smooth as possible, and to minimize any business disruption caused by the reorganization.  
   

Accordingly, for and in consideration of those concerns, HMS agrees to pay Donabauer a gross Retention Amount of $126,175.00, as 
described by the following schedule:  
   

A.                                     One-half of the Retention Amount, or $63,087.50 if Donabauer’s employment continues through September 12, 2014, and 
HMS has not terminated Donabauer’s employment for cause or Donabauer has not voluntarily resigned his employment, as stipulated by 
Paragraph 6(c) of Donabauer’s Employment Agreement with HMS effective August 1, 2012.  
   

B.                                     The remaining balance of the Retention Amount of $126,175.00 or $63,087.50 if Donabauer’s employment continues through 
March 13, 2015 and HMS has not terminated Donabauer’s employment for cause or Donabauer has not voluntarily resigned his employment, as 
stipulated by Paragraph 6(c) of Donabauer’s Employment Agreement with HMS effective August 1, 2012.  
   

HMS agrees to pay Donabauer the applicable Retention Amounts within 10 days after each qualifying dates, that is, $63,087.50 for the 
September 12, 2014 deadline; and the second half of the Retention Amount, $63,087.50, for the March 13, 2015 deadline.  
   

In addition, if HMS eliminates or relocates Donabauer’s position as Vice President/Controller to the Dallas, Texas area and he is unable 
to relocate in order to continue in that position, HMS will pay Donabauer an additional 6 months of severance, on top of the 6 months of 
severance he would otherwise receive, thereby qualifying as a termination without cause from Paragraph 6(b)(i) of Donabauer’s Employment 
Agreement with HMS effective August 1, 2012.  
   

This Retention Agreement does nothing to alter the terms and conditions of the Noncompetition, Nonsolicitation, Proprietary and 
Confidential Information and Developments Agreement the Parties executed on August 1, 2012.  Moreover, this Retention Agreement is 
incorporated by reference into the Noncompetition, Nonsolicitation, Proprietary and Confidential Information and Developments Agreement the 
Parties executed on August 1, 2012, and is intended merely as a supplement thereto.  The explicit purpose of this Retention Agreement is only 
meant to identify the conditions of Donabauer’s separation from HMS.  
   

This Retention Agreement does nothing to alter the terms and conditions of HMS paying Donabauer his salary and benefits of his 
current employment as a Vice President/Controller of HMS throughout his tenure, or any other benefit of Donabauer’s employment that the 
Parties previously agreed to.  
   

This Retention Agreement will be governed by and construed as a sealed instrument under and in accordance with the laws of the State 
of Texas without regard to conflicts of law provisions.  Any action, suit or other legal proceeding that is commenced to resolve any matter 
arising under or relating to any provision of this Retention Agreement must be commenced only in a court of the State of Texas (or, if  
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appropriate, a federal court located within the State of Texas) and the Company and Donabauer each consent to the jurisdiction of such a court.  
With respect to any such court action, the Company and Donabauer agree to (a) submit to the personal jurisdiction of such courts; (b) consent to 
service of process by the means specified in Attachment “A;” and (c) waive any other requirement (whether imposed by statute, rule of court, or 
otherwise) with respect to personal jurisdiction, inconvenient forum, or service of process.  The Company and Donabauer each hereby 
irrevocably waives any right to a trial by jury in any action, suit or other legal proceeding arising under or relating to any other provision of this 
Retention Agreement.  
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Attachment “A”  

   
Addresses for Notice  
   

Any notice required pursuant to this Retention Agreement shall be sent via registered mail, return receipt requested, or overnight mail 
with delivery confirmation to the following addresses:  
   

   
[ REMAINDER OF PAGE INTENTIONALLY LEFT BLANK ]  
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If to the Company:  
   HMS, 5615 High Point Drive, Irving, Texas 75038  

   
   Attention, Tracy South  

         
If to You:  

   Joseph Donabauer, 5 Stafford Terrace, Parsippany, NJ 07054  



   
YOU ACKNOWLEDGE THAT YOU HAVE CAREFULLY READ THIS AGREEMENT AND UNDERSTAND AND AGREE TO 

ALL OF THE PROVISIONS IN THIS AGREEMENT.  
   
Witness our hands and seals  
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HMS Holdings Corporation  

      
   

By:  /s/ TRACY SOUTH  
      

Tracy South, SVP Human Resources  
         
   

Date:  04/28/2014  
      
   

Joseph Donabauer  
      
   

/s/ JOSEPH DONABAUER  
      
   

Date:  04/28/2014  



 
Exhibit 31.4 

  
Rule 13a-14(a)/15d-14(a) Certification of the Principal Executive Officer of HMS Holdings Corp., as adopted pursuant to Section 302 of 

the Sarbanes-Oxley Act of 2002  
   

I, William C. Lucia, certify that:  
   
1.                                       I have reviewed this Amendment No. 1 to the Annual Report on Form 10-K/A of HMS Holdings Corp.; and  
   
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.  
   
Date:                   April 30, 2015  
   

   

 

   
/s/ WILLIAM C. LUCIA  

   
William C. Lucia  

   
President and Chief Executive Officer  

   
(Principal Executive Officer)  



 
Exhibit 31.5 

  
Rule 13a-14(a)/15d-14(a) Certification of the Principal Financial Officer of HMS Holdings Corp., as adopted pursuant to Section 302 of 

the Sarbanes-Oxley Act of 2002  
   

I, Jeffrey S. Sherman, certify that:  
   
1.                                       I have reviewed this Amendment No. 1 to the Annual Report on Form 10-K/A of HMS Holdings Corp.; and,  
   
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.  
   

   

 

Date:  April 30, 2015  /s/ JEFFREY S. SHERMAN  
   

Jeffrey S. Sherman  
   

Executive Vice President, Chief Financial Officer  
   

and Treasurer  
   

(Principal Financial Officer)  
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ANNUAL RESULTS FOR THE YEAR ENDED 31 MARCH 2014 

 

Financial Highlights:  

•  

 

  

  

  

  

  

 

  

  

Operational Highlights: 

•  

  

  

 

  

  

  

  

 

 

 

t 
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Company Overv i ew  

 

 

 

  

 

 provides services across the entire customer lifecycle and offers a comprehensive suite of 

Transaction Processing, Content & Publishing Process Outsourcing Solutions and Customer Management 

Services that include customer acquisition, customer care, technical support, billing & collections, dispute 

handling and market research & analytics using various platforms including voice – inbound and outbound, 

back-office support, online chat, mail room and other business support  services. 

 

Our award-winning content and publishing services provide complete, end-to-end solutions for information 

providers and all businesses involved in content production. Our differentiation is in focusing on solutions 

and services that enable customers to find new ways to monetize their content assets, measurably improve 

performance, and increase revenues across their entire operation. From digital product conception, content 

creation and multichannel distribution, to post-delivery customer and IT support, we align ourselves with our 

customers as they streamline their operations to maximise cost-efficiencies and improve their ROI while 

connecting them with new, digitally savvy audiences.  
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Chairman’s Statement  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

  

 

Furthermore, there remain further areas of growth to target  

 

 

 

  

 

The overall outsourcing global market continues to expand, but increasingly the functions of outsourcing are 

changing dramatically. The number of preferred vendors in any given contract is consolidating and the 

functions outsourced are becoming increasingly sophisticated.  
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. 

 

People 

I would like to thank each and every one of our colleagues for their hard work and commitment to 

success. The Group’s focus on execution has always been outstanding and is proven  

 lead a fantastic operations 

team working together to achieve the goals set by management and deliver on opportunities presented by our 

motivated, best-in-class global sales team.   

 

The Board 

I believe it is important for the Board to have the requisite skills and experience to support the CEO in 

delivering the next phase of profit and growth for the company.  

 

 

 

  

 

 

 

  

 

, and in the short time since their appointments, have 

already made valuable contributions. 

 

I would like to thank our management team for their strength of leadership  

. The entrepreneurial approach of the management team has been a true asset to the 

Company. It has enabled us  
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Corporate Governance 

The Board is committed to upholding high standards of corporate governance, as we believe that doing so 

will contribute to the delivery of long-term shareholder value.   
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Chief Executive’s Statement 

 

 

 

  

 

Financial Overview 

 

 

 

 

 

 To put the scope of this contract 

 

.  

 

 

 

  

 

Second, a provision of  

These are comprised of  

 Management remains committed to taking the steps necessary  

 

.  

 

By service line,  

. The BOS division 

continued to post  

 

. The remainder of the Content Services division grew  

 contract was to the Company’s results.  

 

The cash generated from operations  

 



Annual report 2013-14  
 

 8 

term loan facility which has been utilised to refinance  

 

Business Review 

 

We are  

. A more proactive structure of roles and responsibilities, with an emphasis on profitable 

growth and targets is at the forefront of these changes. Over the  

 

program built to position us for multi-year, multi discipline, and multimillion dollar service contracts.   

 

 

   

 

The market is evolving rapidly and we are anticipating  

 

 

 

The digital age presents both unprecedented opportunities and challenges to enterprises.  It requires that 

companies adapt the way that they do business.  

 

  

 
 of experience strategizing, managing, and supporting content creation for publishers and 

corporations whose content and learning materials keep their employees and customers well informed and 

their document processing operations competitive and cost-effective.  

 
Our leading content lifecycle development and distribution services provide end-to-end solutions for 

information providers and all businesses involved in content production.  

 

 

 

 in any industry apply digital technology to monetize legacy 

content, produce valuable new product offerings, and increase revenues across their entire operation. 

 
From digital product conception, content creation and multichannel distribution, to post-delivery customer 

and IT support, we are positioned to work alongside our customers as they streamline their operations to 
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maximise their cost-efficiencies and improve their ROI while connecting them with new, digitally savvy 

audiences.  

 

  

 

 

 The 

Company was chosen as a member of the 2014 Global Outsourcing 100 by the highly respected IAOP 

(International Association of Outsourcing Professionals) with “management capabilities” singled out as a key 

strength.  

  

 

 

 

 

 

  

 

 

 

 

such as collections and customer services.  

We are  

 

 opportunities 

in 2015 and beyond.  

Outlook 

 

 

 

  As we move through 

fiscal year 2015 and into 2016,  

 With a solid foundation, strong 

operational execution, new sales initiatives, and focused differentiated offerings, we have a great deal of 
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Finally I would like to thank all of our staff, clients and shareholders for their continuing support. 
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BOARD AND EXECUTIVE MANAGEMENT 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 primarily responsible for business development, strategy and overall growth for the company. 

 

 

 

 

 

 

 

 

 investor relations and stakeholder and communication, while working alongside the 

Executive to focus on the new corporate strategy.  
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 previous strategic, operational and financial roles 

spanning private equity, consulting and banking across multiple industries, will bring invaluable insight and 

knowledge to the Board.   on the audit, remuneration and nomination 

committees of the Company. 

 

. (Resignation with effect 30 April 2014) 
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DIRECTORS’ REPORT 

 

The Directors present their report and the financial statements of (“the Company”) and 

it’s Subsidiaries (collectively the “Group”), which covers the year from 1 April 2013 to 31 March 2014. 

 

Principal activity and review of the business 

The principal activity of the Company is that of providing Content Transformation Services and Business 

Process Outsourcing Services. 

 

Results and dividends 

The trading results for the year and the Group’s financial position at the end of the year are shown in the 

attached financial statements.  

 

 

Review of business and future developments 

A review of the business and expected future developments of the Company are contained in the Chairman’s 

statement attached to this report.  

 

Directors and Directors’ interests 

The Directors of the Company during the year are attached to this report. 

 

Directors remuneration 

The Director’s remuneration for the year ended 31 March 2014 was: 

 Remuneration 2014 

US$ 

Remuneration 2013 (US$) 

   

   

   

   

Total Director’s Remuneration   

 

Directors share option 

During the year ended 31 March 2014, no key management personnel have exercised options granted to 

them. 

Details of the use of financial instruments by the Company are contained in note 29 to the financial 

statements. 
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Related party contract of significance 

The related party transactions are noted in the financial statement. 

 

Internal control 

The Directors acknowledge their responsibility for the Company’s system of internal control and for 

reviewing its effectiveness. The system of internal control is designed to manage the risk of failure to achieve 

the Company’s strategic objectives. It cannot totally eliminate the risk of failure but will provide reasonable, 

although not absolute, assurance against material misstatement or loss. 

 

Going concern 

 

 

s. 

 

Directors’ responsibilities 

The Directors are responsible for preparing the Directors’ reports and consolidated financial statements for 

each financial year, which give a true and fair view of the state of affairs of the Group and of the profit or 

loss of the Group for that year. In preparing those financial statements the Directors are required to: 

• Select suitable accounting policies and apply them consistently; 

• Make judgments and estimates that are reasonable and prudent; 

• State whether International Financial Reporting Standards have been followed subject to any material 

departures disclosed and explained in the financial statements; and 

• Prepare consolidated financial statements on a going concern basis unless it is inappropriate to 

presume that the Group will continue in business. 

 

The Directors confirm that the financial statements comply with the above requirements. 

The Directors are responsible for keeping proper accounting records, which disclose with reasonable 

accuracy at any time, the financial position of the Company and of the Group to enable them to ensure that 

the financial statements comply with the requirements of the Companies (Guernsey) Law, 2008. They are also 

responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the 

prevention and detection of fraud and other irregularities. 

The Directors are responsible for the maintenance and integrity of the corporate and financial information 

included on the Group’s website. 

Legislation in the Guernsey governing the preparation and dissemination of financial statements may differ 

from legislation in other jurisdictions. 
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To the best of our knowledge and belief: 

•  

 

  

 

  

 

 

 

Auditors 

All of the current Directors have taken all the steps that they ought to have taken to make themselves aware 

of any information needed by the Company’s Auditors for the purposes of their audit and to establish that 

the Auditors are aware of that information. The Directors are not aware of any relevant audit information of 

which the Auditors are unaware. 

By order of the Board 

 

_______________________________ 
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CORPORATE GOVERNANCE  

 

The Directors recognise the importance of sound corporate governance and intend for the Company to 

comply with the main provisions of the QCA Guidelines insofar as they are appropriate given the Company’s 

size and stage of development.  In maintaining a corporate governance regime, the Company is prepared 

beyond that required by law for Guernsey companies, again in keeping with the Company’s size and stage of 

development. 

 

Board of Directors 

The Board is responsible for the proper management of the Company. The Board comprises of two 

 

.  The resume of the board 

members is as outlined in the statement attached to this report.   

The Executive Directors bring knowledge of the Business Process Outsourcing industry, the investment 

industry and a range of general business skills. The Non-Executive Directors form a number of committees 

to assist in the governance of the Company. Details are below.   

All Directors have access to independent professional advice, at the Company’s expense, if and when 

required. 

 

Sub-Committees 

The Board has appointed the three sub-committees outlined below. The sub-committees will meet at least 

once each year. 

 

Audit Committee 

The Audit committee comprises .  The committee is 

responsible for ensuring that the financial performance of the Company is properly monitored and reported 

on. The committee is also responsible for meeting with the auditors and reviewing findings of the audit with 

the external auditor. It is authorised to seek any information it properly requires from any employee and may 

ask questions of any employee. It will meet the auditors once per year without any members of management 

being present and is also responsible for considering and making recommendations regarding the identity and 

remuneration of such auditors. 

 

Remuneration Committee 

The Remuneration committee comprises  The committee 

will consider and recommend to the Board the framework for the remuneration of the executive directors of 

the Company and any other senior management. It will further consider and recommend to the Board the 



Annual report 2013-14  
 

 17 

total individual package of each executive director including bonuses, incentive payments and share options 

or other share awards. In addition, subject to existing contractual obligations, it will review the design of all 

share incentive plans for approval by the Board and the Company’s shareholders and, for each such plan, will 

recommend whether awards are made and, if so, the overall amount of such awards, the individual awards to 

executive directors and performance targets to be used. No director will be involved in decisions concerning 

his own remuneration. 

 

Nomination Committee 

The Nomination committee . The committee will 

consider the selection and re-appointment of Directors. It will identify and nominate candidates to all board 

vacancies and will regularly review the structure, size and composition of the board (including the skills, 

knowledge and experience) and will make recommendations to the Board with regard to any changes. 

 

Share Dealing 

The Company has adopted a share dealing code (based on the Model Code), and the Company will take all 

proper and reasonable steps to ensure compliance by Directors and relevant employees. 

 

The City Code on Takeovers and Mergers 

 

 

 

 

 

 

 

 

 

 

Disclosure and Transparency Rules 

 

 

. While the Articles contain provisions requiring 

disclosure of voting rights in Ordinary Shares, which are similar to the provisions of the DTR, this may not 

always ensure compliance with the requirements of Rule 17 of the AIM Rules. Furthermore, the Articles may 

be amended in the future by a special resolution of the Shareholders. 



Annual report 2013-14 

18 

Control by Significant Shareholder 

 

 

 including the election of 

directors and the approval of significant corporate transactions and other transactions requiring a majority 

vote. 

 

 

 

 The relationship agreement 

includes provisions to ensure that: 

i. the Board and its committees are able to carry on their business independently of the individual

ii. the constitutional documents of the Company are not changed in such a way which would be

inconsistent with the Relationship Agreement;

iii. all transactions between the Group and ) are on a normal commercial basis and

concluded at arm’s length;

iv.

(i) exercise the voting rights attaching to its Ordinary Shares; or

(ii) procure that the voting rights attaching to its Ordinary Shares be exercised,

so as (a) to appoint any person who is connected to  the Board if, as a direct consequence of

such appointment, the number of persons connected to appointed to the Board would exceed

the number of independent Directors appointed to the Board, unless such appointment(s) has been

previously approved by the nomination committee of the Board constituted by a majority of

independent Directors; or (b) to remove any independent Director from the Board, unless such

removal has previously been recommended by a majority of the independent Directors, excluding the

independent Director in question; or (c) to cancel the Admission, unless the cancellation has

previously been recommended by a majority of the independent Directors; and

v. certain restrictions are put in place to prevent interference by the Shareholder with the business of

the Company.
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Independent auditors’ report 

 

To the members of  

 

We have audited the consolidated financial statements  for the year ended 31 March 

2014 which comprise the Consolidated Statement of Financial Position, Consolidated Income Statement, 

Consolidated Statement of Other Comprehensive Income, Consolidated Statement of Changes in Equity, 

Consolidated Statement of Cash flows and the related notes.  The financial reporting framework that has 

been applied in their preparation is applicable law and International Financial Reporting Standards (IFRSs) as 

. 

 

This report is made solely to the company’s members, as a body, in accordance with Section 262 of The 

Companies (Guernsey) Law, 2008.  Our audit work has been undertaken so that we might state to the 

company’s members those matters we are required to state to them in an auditors’ report and for no other 

purpose.  To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other 

than the company and the company’s members as a body, for our audit work, for this report, or for the 

opinions we have formed. 

 

Respective responsibilities of directors and auditors 

 

As explained more fully in the Statement of Directors’ Responsibilities, the directors are responsible for the 

preparation of the consolidated financial statements which give a true and fair view. 

 

Our responsibility is to audit and express an opinion on the consolidated financial statements in accordance 

with applicable legal and regulatory requirements and International Standards on Auditing (UK and Ireland).  

Those standards require us to comply with the Auditing Practices Board’s Ethical Standards for Auditors. 

 

Scope of the audit of the financial statements 

 

An audit involves obtaining evidence about the amounts and disclosures in the consolidated financial 

statements sufficient to give reasonable assurance that the financial statements are free from material 

misstatement, whether caused by fraud or error.  This includes an assessment of: whether the accounting 

policies are appropriate to the company’s circumstances and have been consistently applied and adequately 

disclosed; the reasonableness of significant accounting estimates made by the directors; and the overall 

presentation of the consolidated financial statements.  In addition, we read all the financial and non-financial 
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information in the Annual Report to identify material inconsistencies with the audited consolidated financial 

statements and to identify any information that is apparently materially incorrect based on, or materially 

inconsistent with, the knowledge acquired by us in the course of performing the audit. If we become aware of 

any apparent material misstatements or inconsistencies we consider the implications for our report. 

 

Opinion on the financial statements 

 

In our opinion the consolidated financial statements:  

• give a true and fair view of the state of the group’s affairs as at 31 March 2014 and of its profit for the 

year then ended;  

• have been properly prepared in accordance with IFRSs as adopted by the European Union; and  

• comply with The Companies (Guernsey) Law, 2008  

 

Matters on which we are required to report by exception 

 

We have nothing to report in respect of the following:  

 

Under The Companies (Guernsey) Law, 2008 we are required to report to you, if in our opinion: 

• proper accounting records have not been kept by the Company; or 

• the consolidated financial statements are not in agreement with the accounting records; or 

• we have not obtained all the information and explanations, which to the best of our knowledge and 

belief, are necessary for the purposes of our audit.  

 

 

 

 

 

Grant Thornton Limited  

Chartered Accountants 

St Peter Port, Guernsey, Channel Islands 

 

30 June 2014 
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Consolidated Statement of Financial Position 
 (All amounts in United States Dollars, unless otherwise stated) 
 

 Notes  As at  As at 
   31 March 2014  31 March 2013 
      

ASSETS 	
   	
     	
  
Non-current 	
   	
     	
  
Goodwill 7   

Other intangible assets 8   

Property, plant and equipment 9   
Long- term financial asset 10   
Deferred tax asset 11   
Non-current assets    

	
        
Current      
Trade and other receivables 12   
Cash and cash equivalents  13   
Short- term financial assets 14   
Current tax asset    
Other current assets 15   
Current assets    

	
      
Total assets    

	
        
EQUITY AND LIABILITIES      
Equity      
Share capital    
Share compensation reserve    
Additional paid in capital    
Merger reserve    
Retained earnings    
Other components of equity    
Total equity attributable to equity holders of 
the parent 
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(All amounts in United States Dollars, unless otherwise stated) 
 

 Notes  As at    As at 
   31 March 2014    31 March 2013 

 
Liabilities 	
   	
    	
    
Non-current 	
   	
   	
    
Long term borrowings 16 	
    
Employee benefit obligations 18 	
    
Other non-current liabilities  	
    
Deferred tax liability 11   
Non-current liabilities  	
    

	
    	
    	
    
Current  	
    	
    
Trade and other payables  17 	
  
Employee benefit obligations 18 	
  
Current tax liabilities 	
   	
  
Current portion of long term borrowings16 	
  
Short term borrowings 	
   	
  
Other current liabilities 19  
Current liabilities 	
   	
  

	
   	
   	
  
Total equity and liabilities 	
   	
  

 
 
 (The accompanying notes are an integral part of the Consolidated Financial Statements) 
 
 
The Consolidated Financial Statements have been approved and authorized for issue by the Board of Directors on 30 June 
2014.  
 
 
Neil Campling 
Director 



Annual report 2013-14  
 

 23 

Consolidated Income Statement 

(All amounts in United States Dollars, unless otherwise stated) 
 

  

Notes For the year ended   For the year ended 

31 March 2014 
 

31 March 2013 

 	
   	
   	
   	
  Income 	
   	
     
Revenue from operations 	
  

 Other income 20   
	
      
  	
  	
   	
  	
   	
  	
  
Cost and expenses  

	
  Outsourced service cost  
 Employee benefits expense  
 Depreciation and amortisation  
 Other expenses    

	
      

	
    	
  	
  
Operating profit   

 Finance income 21 
 Finance cost 22 

 Profit before tax    

 
Income tax expense 

 
23   

Profit for the year attributable to equity 
holders of the parent 

   

  	
   	
   	
  Earnings per share 24 
	
  Basic  

Diluted  
Par value of each share in GBP  

  
(The accompanying notes are an integral part of the Consolidated Financial Statements) 
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Consolidated Statement of Comprehensive Income  
 
(All amounts in United States Dollars, unless otherwise stated) 
 
 
  For the year ended  For the year ended 

  31 March 2014  31 March 2013 
     
Profit after tax for the year       
Items that will be reclassified subsequently to 
income statement 

    

Exchange differences on translating foreign operations   
Income tax relating to items that will be reclassified   
 
Items that will not be reclassified subsequently to 
income statement 

  

Remeasurement of the net defined benefit liability   
Income tax relating to items that will not be reclassified   

Other comprehensive income for the year, net of tax  
 

 ) 

Total comprehensive income attributable to equity 
holders, net of tax 

 
 

  

 
 
(The accompanying notes are an integral part of the Consolidated Financial Statements)
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Consolidated Statement of Changes in Equity 

 (All amounts in United States Dollars, unless otherwise stated) 
 
 Share 

capital 
Additional 

paid in 
Capital 

Share 
compensation 

reserve 

Merger 
reserve 

Other 
component 

of equity 

Retained 
earnings 

Total equity 

Balance as at 01 April 2012                    
Issue of ordinary shares  -  -  -  -  -  -  - 
Dividends  -  -  -  -  -     
Transaction with owners             -               -          -               -              -    
Profit for the year  -  -  -  -  -   

Other comprehensive income        
Exchange difference on translating foreign 
operations 

 -  -  -  -   (       ) 

Total comprehensive income for the year             -               -          -                  -               
Balance as at 31 March 2013        

 

  
(The accompanying notes are an integral part of the Consolidated Financial Statements) 
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Consolidated Statement of Changes in Equity 
 (All amounts in United States Dollars, unless otherwise stated) 
 
 
 
  Share 

capital  
 Additional 

Paid in 
Capital  

 Share 
compensati
on reserve  

 Merger reserve  Other components of 
equity  

 Retained 
earnings  

 Total equity  

     Foreign 
currency 

translation 
reserve 

Net defined 
benefit 
liability 

  

Balance as at 01 April 2013                   
Issue of ordinary shares  -  -  -  -  -  -  -  - 
Dividends  -  -  -  -  -  -  -  - 
Transaction with owners  -  -  -  -  -  -  -  - 
Profit for the year  -  -  -  -  -  -     
Other comprehensive income  -  -  -  -        ) 
Total comprehensive income for 
the year 

 -  -  -  -         

Balance as at 31 March 2014                 
 
(The accompanying notes are an integral part of the Consolidated Financial Statements) 
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Consolidated Statement of Cash Flows 

(All amounts in United States Dollars, unless otherwise stated) 
 
  For the year ended For the year ended 

  31 March 2014 31 March 2013 
Cash flow from operating activities   
Profit before tax  
Adjustments  
Depreciation and amortisation  
Write-off balances due from subsidiaries  
Loss on disposal of property, plant and equipment 
(net) 

 

Trade receivables written-off  
Provision for other receivables  
Amortization of loan processing fee  
Sundry balances written back  
Unrealised foreign exchange loss/ (gain)  
Finance income  
Finance cost  

  
    

Changes in operating assets and liabilities   
(Increase) in trade and other receivables  
Decrease/ (Increase) in other assets (current and 
non-current) 

 

(Decrease)/ Increase in trade payables and other 
liabilities (current and non-current) 

 

(Decrease)/ Increase in employee benefit obligations 
(current and non-current) 

 

Cash generated from operations        
    

Income taxes paid      
Net cash generated from operating activities                   

    
Cash flow for investing activities  
Payments for purchase of property plant and 
equipment 

 

Payments for purchase of other intangible assets  
Interest received  
Proceeds from disposal of property, plant & 
equipment 

 

Net cash used in investing activities  
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  For the year ended For the year ended  

  31 March 2014 31 March 2013 
 
 
Cash flow from financing activities  
Interest paid           
Dividends paid to equity holders of the parent  
Proceeds from long-term borrowings  
Repayment of short-term borrowings  
Payment of loan processing fee  
Repayment of long-term borrowings  
Net cash used in financing activities            

    
Net (decrease)/ increase in cash and cash 
equivalents 

  

Cash and cash equivalents at the beginning of the 
year 

 

Effect of exchange rate changes on cash  
Cash and cash equivalents at the end of the year  
   
Cash and cash equivalents comprise    
Cash in hand                                             
Balances with banks in current account                                      
Balances with banks in deposit account    

     
 
 
(The accompanying notes are an integral part of these Consolidated Financial Statements)
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Notes to the Consolidated Financial Statements 
(All amounts in United States Dollars, unless otherwise stated) 

  

1. INTRODUCTION 

 
 

 
 
 

 
 

 
 
 
 
 

 

2. GENERAL INFORMATION AND STATEMENT OF COMPLIANCE WITH IFRS 

The consolidated financial statements of the Group for the year ended 31 March 2014 have been prepared 
in accordance with International Financial Reporting Standards (IFRS) as adopted by European Union.  
 
The significant accounting policies that have been used in the preparation of these consolidated financial 
statements are summarised below. The consolidated financial statements have been prepared on a going 
concern basis. 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

3.1 BASIS OF CONSOLIDATION 
 
The Group’s consolidated financial statements include financial statements , the parent 
company and all of its subsidiaries for the year ended 31 March 2014. Subsidiaries are all entities over which 
the Group has the power to control the financial and operating policies.  

 

 
 

 
 
 
3.2 FOREIGN CURRENCY TRANSLATION 
 
These consolidated financial statements are presented in USD (‘United States Dollar’), which is also the 
Company’s functional currency. Each entity in the Group determines its own functional currency and items 
included in the financial statement of each entity are measured using that functional currency. The functional 
currency of each entity has been determined on the basis of the primary economic environment in which 
each entity of the Group operates. 
a. Transactions and balances 
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Transactions in foreign currencies are initially recorded by the Group entities at their respective functional 
currency rates prevailing at the date of the transaction. Monetary assets and liabilities denominated in 
foreign currencies are retranslated at the functional currency spot rate of exchange ruling at the reporting 
date and the resultant foreign exchange gain or loss on re-measurement of monetary item or settlement of 
such transactions are recognised in the consolidated income statement 
 
Non-monetary items that are measured in terms of historical cost in a foreign currency are translated 
using the exchange rates as at the dates of the initial transactions. Non-monetary items measured at fair 
value in a foreign currency are translated using the exchange rates at the date when the fair value is 
determined. 
 
b. Group companies 
 
In the Group’s consolidated financial statements, all assets, liabilities and transactions of Group entities with 
a functional currency other than USD (the Group’s presentation currency) are translated into USD upon 
consolidation. The functional currencies of the entities in the Group have remained unchanged during the 
reporting period.  

 
The assets and liabilities of foreign operations are translated into USD at the rate of exchange prevailing at 
the reporting date and their consolidated statements of comprehensive income are translated at average 
exchange rates where this is a reasonable approximation to actual rates during the year. The exchange 
differences arising on the translation are recognised in other comprehensive income. On disposal of a 
foreign operation, the component of other comprehensive income relating to that particular foreign 
operation is recognised in the consolidated income statement. Goodwill and fair value adjustments arising 
on the acquisition of a foreign entity have been treated as assets and liabilities of the foreign entity and 
translated into USD at the closing rate. 
 
3.3 REVENUE RECOGNITION 
 

 
 

  
 
Rendering of services 
 

Revenue relating to services billable on hourly/daily basis is recognized as the time is incurred. 
 

 
 
 

  
Amounts billed, where revenue recognition criteria have not been met are recorded as deferred revenue and 
are recognized when all the recognition criteria have been met. 
 
Finance income 
Finance income consists of interest income on funds invested. Finance income is recognised as it accrues in 
consolidated income statement, using the effective interest rate method.  
 
 
3.4 PROPERTY, PLANT AND EQUIPMENT 
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Items of plant and equipment are stated at cost, net of accumulated depreciation and/or accumulated 
impairment losses, if any. Such cost includes the cost of replacing part of the plant and equipment and 
borrowing costs for long term construction projects if the recognition criteria are met. When significant parts 
of property, plant and equipment are required to be replaced in intervals, the Group recognises such parts as 
individual assets with specific useful lives and depreciation, respectively. Likewise, when a major inspection is 
performed, its cost is recognised in the carrying amount of the plant and equipment as a replacement if the 
recognition criteria are satisfied. All other repair and maintenance costs are recognised in the consolidated 
income statement as incurred.  
 
Assets acquired under finance leases are capitalised as assets by the Group at the lower of the fair value of the 
leased property or the present value of the related lease payments or where applicable, the estimated fair value 
of such assets at the inception of the lease. Assets under finance leases and leasehold improvements are 
depreciated over the shorter of the lease-term or the estimated useful life of the assets.  
 
Depreciation is calculated on a straight-line basis over the estimated useful life of the asset as follows: 

 
Asset                                   Useful Life 
Computers and data equipment 2 to7 years 
Office equipment 5 years 
Furniture and fixtures 1 to 7 years 
Air conditioners and generators 10 years 
Vehicles 4 to 7 years 

 
An item of property, plant and equipment and any significant part initially recognised is de-recognised upon 
disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss arising 
on de-recognition of the asset (calculated as the difference between the net disposal proceeds and the carrying 
amount of the asset) is included in the consolidated income statement when the asset is derecognised. 
 
The assets’ residual values, useful lives and methods of depreciation are reviewed at each financial year end, 
and adjusted prospectively, if appropriate. 
 
Advances paid for the acquisition of property, plant and equipment outstanding at the statement of financial 
position date and the cost of property, plant and equipment not put to use before such date are disclosed as 
‘Capital work-in-progress’. 
 

 
3.5 GOODWILL 

 
Goodwill represents the future economic benefits arising from a business combination that are not 
individually identified and separately recognised. Goodwill is carried at cost less accumulated impairment 
losses. The impairment analysis of goodwill is carried out annually at cash generating unit (CGU) level to 
evaluate whether events or changes have occurred that would suggest an impairment of carrying value.  
 

 
3.6 OTHER INTANGIBLE ASSETS 

 
Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets 
acquired in a business combination is initially recorded at its fair value as at the date of acquisition. Following 
initial recognition, intangible assets are carried at cost less any accumulated amortisation and any accumulated 
impairment losses.  
 
Intangible assets are amortised over their useful economic life and assessed for impairment whenever there is 
an indication that the intangible asset may be impaired. Intangibles with definite useful lives are amortised on 
a straight line basis The amortisation period and the amortisation method for an intangible asset are reviewed 
at least at each financial year end. Changes in the expected useful life or the expected pattern of consumption 
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of future economic benefits embodied in the asset are accounted for by changing the amortisation period or 
method, as appropriate, and are treated as changes in accounting estimates.  
 
Gains or losses arising from de-recognition of an intangible asset are measured as the difference between the 
net disposal proceeds and the carrying amount of the asset and are recognised in the consolidated income 
statement when the asset is derecognised. 
 
Residual values and useful lives are reviewed at each reporting date. In addition, intangibles with indefinite 
useful lives are subject to impairment testing annually. Amortisation has been included within 'depreciation 
and amortisation'. The following useful lives are applied:  

• Software: 2-5 years  
• Customer contracts and relationships: 0-7 years  
• Trademark and patents (having indefinite life): Tested for impairment annually 
 
 

3.7 LEASES 
 

Determination of whether an arrangement is, or contains, a lease is based on the substance of the 
arrangement at inception date whether fulfilment of the arrangement is dependent on the use of a specific 
asset or assets or the arrangement conveys a right to use the asset. 
 
Group as a lessee 
 
Finance leases, which transfer to the Group substantially all the risks and benefits incidental to ownership of 
the leased item, are capitalised at the commencement of the lease at the fair value of the leased property or, if 
lower, at the present value of the minimum lease payments. Lease payments are apportioned between finance 
charges and reduction of the lease liability so as to achieve a constant rate of interest on the remaining balance 
of the liability. Finance charges are recognised in the consolidated income statement. 
 
Leased assets are depreciated over the useful life of the asset. However, if there is no reasonable certainty that 
the Group will obtain ownership by the end of the lease term, the asset is depreciated over the shorter of the 
estimated useful life of the asset and the lease term. 
 
 
Operating lease payments are recognised as an expense in the consolidated income statement on a straight 
line basis over the lease term. Rent abatements and escalations are considered in the calculation of minimum 
lease payments in the Group’s capital lease testing and in determining straight line rent expense for operating 
leases.  
 
3.8 ACCOUNTING FOR INCOME TAXES 

 
Income tax expense recognised in the consolidated income statement comprise of current and deferred tax. 
Income tax expense is recognised in the consolidated income statement except to the extent that it relates to 
items recognised in other comprehensive income, in which case it is recognised in other comprehensive 
income. Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or 
substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous years.  

 
Deferred income tax is recognised using the liability method, providing for temporary differences between 
the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for 
taxation purposes.  

 
Deferred income tax is not recognised for the following temporary differences:  
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(i) the initial recognition of assets or liabilities in a transaction that is not a business combination and 
that affects neither accounting nor taxable profit, and  

(ii) differences relating to investments in subsidiaries and jointly controlled entities to the extent that it 
is probable that they will not reverse in the foreseeable future.  

 
In addition, deferred tax is not recognised for taxable temporary differences arising upon the initial 
recognition of goodwill. Deferred tax is measured at the tax rates that are expected to be applied to the 
temporary differences when they reverse, based on the laws that have been enacted or substantively enacted 
by the reporting date. Deferred tax assets and liabilities are offset if there is a legally enforceable right to 
offset current tax liabilities and assets, and they relate to income taxes levied by the same tax authority on the 
same taxable entity, or on different tax entities, but they intend to settle current tax liabilities and assets on a 
net basis or their tax assets and liabilities will be realised simultaneously.  
 
A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available 
against which the temporary difference can be utilised. Deferred tax assets are reviewed at each reporting 
date and are reduced to the extent that it is no longer probable that the related tax benefit will be realised. 
Changes in deferred tax assets or liabilities are recognised as a component of tax income or expense in 
consolidated income statement, except where they relate to items that are recognised in other 
comprehensive income or directly in equity, in which case the related deferred tax is also recognised in other 
comprehensive income or equity, respectively.  

 
3.9 POST EMPLOYMENT BENEFITS, SHORT-TERM AND LONG TERM EMPLOYEE 

BENEFITS AND EMPLOYEE COSTS 

The Group provides post-employment benefits through defined contribution plans as well as defined 
benefit plans. 

Defined contribution plan  
 
A defined contribution plan is a post-employment benefit plan under which an entity pays fixed 
contributions into a separate entity and will have no legal or constructive obligation to pay further amounts. 
Obligations for contributions to recognised provident funds, approved superannuation schemes and other 
social securities which are defined contribution plans are recognised as an employee benefit expense in the 
consolidated income statement when they are incurred.  
 
Defined benefit plans  
 
A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. Under a 
defined benefit plan, it is the Group’s obligation to provide agreed benefits to the employees. The related 
actuarial and investment risks fall on the Group. The present value of the defined benefit obligations is 
calculated using the projected unit credit method.  

 
 
 

  
 
Short-term benefits  
 
Short-term benefit obligations are measured on an undiscounted basis and are expensed as the related 
service is provided.  
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A liability is recognised for the amount expected to be paid under short-term cash bonus or profit-sharing 
plans if the Group has a present legal or constructive obligation to pay this amount as a result of past service 
provided by the employee and the obligation can be estimated reliably.  
 
Compensated absences 
 
Eligible employees are entitled to accumulate compensated absences up to prescribed limits in accordance 
with the Group’s policy and receive cash in lieu thereof. The Group measures the expected cost of 
accumulating compensated absences as the additional amount that the Group expects to pay as a result of 
the unused entitlement that has accumulated at the reporting date. Such measurement is based on actuarial 
valuation as at the reporting date carried out by a qualified actuary. 
 
 

3.10 IMPAIRMENT TESTING OF FINANCIAL ASSETS, GOODWILL, INTANGIBLE 
ASSETS AND PROPERTY, PLANT AND EQUIPMENT 

 
Financial assets  
 
A financial asset is assessed at each reporting date to determine whether there is any objective evidence that 
it is impaired. A financial asset is considered to be impaired if objective evidence indicates that one or more 
events had a negative effect on the estimated future cash flows of that asset.  
 
An impairment loss, in respect of a financial asset measured at amortised cost is calculated as the difference 
between its carrying amount, and the present value of the estimated future cash flows discounted at the 
original effective interest rate.  

 
Individually significant financial assets are tested for impairment on an individual basis. All impairment 
losses are recognised in the consolidated income statement. An impairment loss is reversed if the reversal 
can be related objectively to an event occurring after the impairment loss was recognised. For financial assets 
measured at amortised cost, the reversal is recognised in the consolidated income statement.  

 
 
 

Non-financial assets  
 
The carrying amounts of the Group’s non-financial assets, other than deferred tax assets are reviewed at 
each reporting date to determine whether there is any indication of impairment. If any such indication exists, 
then the asset’s recoverable amount is estimated. For goodwill and intangible assets that have indefinite lives 
or that are not yet available for use, the recoverable amount is estimated each year at the same time.   
 
The recoverable amount of an asset or cash-generating unit (as defined below) is the greater of its value in 
use or its fair value less costs to sell. In assessing value in use, the estimated future cash flows are discounted 
to their present value using a pre-tax discount rate that reflects current market assessments of the time value 
of money and the risks specific to the asset. For the purpose of impairment testing, assets are grouped 
together into the smallest group of assets that generates cash inflows from continuing use that are largely 
independent of the cash inflows of other assets or groups of assets (the “cash-generating unit”). The 
goodwill acquired in a business combination is, for the purpose of impairment testing, allocated to cash-
generating units that are expected to benefit from the synergies of the combination and represent the lowest 
level within the Group at which management monitors goodwill.  

 
An impairment loss is recognised if the carrying amount of an asset or the cash-generating unit exceeds its 
estimated recoverable amount. Impairment losses are recognised in consolidated income statement. 
Impairment losses recognised in respect of cash-generating units are allocated first to reduce the carrying 
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amount of any goodwill allocated to the units and then to reduce the carrying amount of the other assets in 
the unit on a pro-rata basis.  

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses 
recognised in prior periods are assessed at each reporting date for any indications that the loss has decreased 
or no longer exists. An impairment loss is reversed if there has been a change in the estimates used to 
determine the recoverable amount. An impairment loss is reversed only to the extent that the asset’s carrying 
amount does not exceed the carrying amount that would have been determined, net of depreciation or 
amortisation, if no impairment loss had been recognised. 

3.11 FINANCIAL INSTRUMENTS 
 

Financial assets and financial liabilities are recognised when the Group becomes a party to the contractual 
provisions of the financial instrument. 
 
Financial assets are derecognised when the contractual rights to the cash flows from the financial asset 
expire, or when the financial asset and all substantial risks and rewards are transferred. 
 
A financial liability is derecognised when it is extinguished, discharged, cancelled or expires. 

Financial assets and financial liabilities are measured initially at fair value plus transaction costs, except for 
financial assets and financial liabilities carried at fair value through consolidated income statement, which are 
measured initially at fair value. Financial assets and financial liabilities are measured subsequently as 
described below. 

Financial assets 
 
Non-derivative financial assets consist of investments in equity, trade receivables, certain other assets, cash 
and cash equivalents.  

 
For the purpose of subsequent measurement, financial assets are classified into the following categories 
upon initial recognition:  

• loans and receivables 
• financial assets at fair value through profit or loss  

The category determines subsequent measurement and whether any resulting income and expense is 
recognised in consolidated income statement. 
 
All income and expenses relating to financial assets that are recognised in the consolidated income statement 
are presented within 'finance costs', 'finance income' or 'other financial items, as applicable. 
 
Subsequent to initial recognition, non-derivative financial instruments are measured as described below.  
 
Cash and cash equivalents  
 
Cash and cash equivalents in the consolidated statement of financial position and consolidated statement of 
cash flow comprise cash at banks and on hand and short-term deposits with an original maturity of three 
months or less and which are subject to an insignificant risk of changes in value.  
 
Restricted deposits 
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Others 
 
Other non-derivative financial instruments are measured at amortised cost using the effective interest rate 
method, less any impairment losses.  

The Group holds derivative financial instruments to hedge its foreign currency exposure. The Group does 
not apply hedge accounting to these instruments. 

Derivatives are recognised initially at fair value; transaction costs are recognised in the consolidate income 
statement when incurred. Subsequent to initial recognition, derivatives are measured at fair value, and 
changes therein are recognised in the consolidated income statement. 

Financial liabilities 
 

The Group’s financial liabilities include trade and other payables, borrowings and derivative financial 
instruments. Trade and other payables and borrowings are initially measured at fair value and subsequently 
measured at amortised cost using effective interest rate method. They are included in the consolidated 
statement of financial position line items ‘long-term liabilities’ and ‘trade and other payables’. 

 
Financial liabilities are recognised when the Group becomes a party to the contractual agreements of the 
instrument. All interest related charges is recognised as an expense in “finance cost” in the consolidated 
income statement. 
 
Dividend distributions to shareholders are included in ‘other current liabilities’ when the dividends are 
approved by the shareholders’ meeting. 
 
3.12 OFFSETTING OF FINANCIAL INSTRUMENTS 

 
Financial assets and financial liabilities are offset against each other and the net amount reported in the 
consolidated statement of financial position only if there is a currently enforceable legal right to offset the 
recognized amounts and there is an intention to settle on a net basis, or to realize the assets and settle the 
liabilities simultaneously. 
 
3.13 PROVISIONS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS 

 
Provisions are recognised when present obligations as a result of past events will probably lead to an outflow 
of economic resources from the Group and they can be estimated reliably. Timing or amount of the outflow 
may still be uncertain. A present obligation arises from the presence of a legal or constructive obligation that 
has resulted from past events. 
 
Provisions are measured at the estimated expenditure required to settle the present obligation, based on the 
most reliable evidence available at the statement of financial position date, including the risks and 
uncertainties associated with the present obligation. 
 
In those cases where the possible outflow of economic resource as a result of present obligations is 
considered improbable or remote, or the amount to be provided for cannot be measured reliably, no liability 
is recognised in the consolidated statement of financial position. 
Any reimbursement that the Group can be virtually certain to collect from a third party with respect to the 
obligation is recognised as a separate asset. However this asset may not exceed the amount of the related 
provisions. All provisions are reviewed at each reporting date and adjusted to reflect the current best 
estimate. 
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Possible inflows of economic benefits to the Group that do not yet meet the recognition criteria of an asset 
are considered contingent assets. 
 
3.14 BUSINESS COMBINATIONS 

 
The Group applies the acquisition method in accounting for business combinations. The consideration 
transferred by the Group to obtain control of a subsidiary is calculated as the sum of the acquisition-date fair 
values of assets transferred, liabilities incurred and the equity interests issued by the Group, which includes 
the fair value of any asset or liability arising from a contingent consideration arrangement. Acquisition costs 
are expensed as incurred. 
 
The Group recognises identifiable assets acquired and liabilities assumed in a business combination regardless 
of whether they have been previously recognised in the acquirer’s financial statements prior to the acquisition. 
Assets acquired and liabilities assumed are generally measured at their acquisition-date fair values.  
 
Goodwill is stated after separate recognition of identifiable intangible assets. It is calculated as the excess of 
the sum of a) fair value of consideration transferred, b) the recognised amount of any non-controlling interest 
in the acquiree and c) acquisition-date fair value of any existing equity interest in the acquiree, over the 
acquisition-date fair values of identifiable net assets. If the fair values of identifiable net assets exceed the sum 
calculated above, the excess amount (i.e. gain on a bargain purchase) is recognised in profit or loss 
immediately. 
 
For common control transactions, not covered under IFRS 3 (revised), the Group applies pooling of interest 
method. Under a pooling of interests-type method, the acquirer accounts for the combination as follows: 
• The assets and liabilities of the acquiree are recorded at book value not fair value (although adjustments 

should be recorded to achieve uniform accounting policies);  
• Intangible assets and contingent liabilities are recognised only to the extent that they were recognised by 

the acquiree in accordance with applicable IFRS (in particular IAS 38);  
• No goodwill is recorded. The difference between the acquirer's cost of investment and the acquiree's 

equity is presented as a separate reserve within equity on consolidation;  
• Any non-controlling interest is measured as a proportionate share of the book values of the related 

assets and liabilities (as adjusted to achieve uniform accounting policies);  
• Any expenses of the combination are written off immediately in the income statement; 
• Comparative amounts are restated as if the combination had taken place at the beginning of the earliest 

comparative period presented. 
 

3.15 EQUITY 
 

Share capital is determined using the nominal value of shares that have been issued.  
 
Additional paid-in capital includes any premium received on the issue of share capital. Any transaction costs 
associated with the issue of shares is deducted from additional paid-in capital, net of any related income tax 
benefits. 
 
Foreign currency translation differences on translation of foreign operations are included in the currency 
translation reserve. 
 
Other components of equity include the following: 

• Re-measurement of net defined benefit liability – comprises the actuarial losses from changes in 
actuarial assumptions and the return on plan assets 

• translation reserve – comprises foreign currency translation differences arising from the translation of 
financial statements of the Group’s foreign entities into USD 
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Retained earnings include all current and prior period earnings, as disclosed in the consolidated income 
statement. 

Share compensation reserve includes cumulative share-based remuneration recognised as an expense in 
consolidated income statement. 

The balance on the merger reserve represents excess of the fair value of the consideration paid over the book 
value of net assets acquired in a common control transaction accounted for using pooling of interest method. 

All transactions with owners of the parent are recorded separately within equity. 

3.16 SHARE BASED PAYMENTS 

 
 
 
 
 

 
 

 
 
 
 

   

3.17 SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS 

The preparation of the Group’s consolidated financial information requires management to make judgments, 
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and 
the disclosure of contingent liabilities, at the end of the reporting period. However, uncertainty about these 
judgments, assumptions and estimates could result in outcomes that require a material adjustment to the 
carrying amount of the asset or liability affected in future periods.  

In the process of applying the Group’s accounting policies, management has made the following judgments, 
estimates and assumptions which have the most significant effect on the amounts recognised in the 
consolidated financial information: 

Determination of functional currency of individual entities 
Following the guidance in IAS 21 “The effects of changes in foreign exchange rates” the functional currency 
of each individual entity is determined by the management based on the currency of the primary economic 
environment in which the entity operates. The management believes that each of the individual entity’s 
functional currency reflects the transactions, events and conditions under which the entity conducts its 
business. 

Goodwill impairment review 
In assessing goodwill impairment, management makes judgment in identifying the cash-generating units 
(CGU) to which the goodwill pertains. Management then estimates the recoverable amount of each asset 
based on expected future cash flows. The recoverable amount of the CGU is determined based on the value-
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in-use calculations. Estimation uncertainty relates to assumptions about future operating results and the 
determination of a suitable growth and discount rate (see note 7). 
Recognition of deferred tax assets 
The extent to which deferred tax assets can be recognised is based on an assessment of the probability of the 
Group’s future taxable income against which the deferred tax assets can be utilised. In addition, significant 
judgement is required in assessing the impact of any legal or economic limits or uncertainties in various tax 
jurisdictions 
 
Post-employment benefits 
The cost of defined employee benefit obligations and the present value of these obligations are determined 
using actuarial valuations. An actuarial valuation involves making various assumptions. These include the 
determination of the discount rate, future salary increases, expected return on plan assets, mortality rates and 
attrition rates. Due to the complexity of the valuation, the underlying assumptions and its long term nature, a 
defined benefit obligation is highly sensitive to changes in these assumptions. All assumptions are reviewed at 
each reporting date. 
 
In determining the appropriate discount rate, management considers the interest rates of high quality 
government bonds denominated in the respective currency in which the benefits will be paid, with 
extrapolated maturities corresponding to the expected duration of the defined benefit obligation. 
 
The mortality rate is based on publicly available mortality tables for the specific country. Future salary 
increases are based on expected future inflation rates for the respective countries and expected future salary 
increases for the respective entities. Attrition rate is based on expected future attrition rate for the respective 
entities. 
 
Useful lives of various assets 
Management reviews the useful lives of depreciable assets at each reporting date, based on the expected 
utility of the assets to the Group. The carrying amounts are analysed in notes 8 and 9. Actual results, 
however, may vary due to technical obsolescence. 
 
Impairment of trade receivables 
As at each reporting date, management makes an estimate of the bad and doubtful trade receivables and 
records a loss for impairment against the receivables for amounts determined. Though there is a 
concentration of credit with respect to top customers of the Group, management doesn’t consider the risk 
arising from this concentration to be significant considering the credit worthiness of customers. The 
impairment loss is based solely on an estimate made by management with respect to the recoverability of 
past due trade receivable.  
 
4.  NEW AND REVISED STANDARDS THOSE ARE EFFECTIVE FOR ANNUAL PERIODS 

BEGINNING ON OR AFTER 1 JANUARY 2013 
  
A number of new and revised standards are effective for annual periods beginning on or after 1 January 
2013, except for amendment to IAS 1 Presentation of Financial Statements which is effective for annual 
periods beginning on or after 1 July 2012. Information on these new standards is presented below. 
 
• Amendment to IAS 1 Presentation of Financial Statements 

 
This amendment does not affect which items are presented in other comprehensive income, but does 
change the structure of their presentation. The main change is a requirement for entities to group items in 
other comprehensive income into those that will not subsequently be reclassified to profit or loss and those 
that will subsequently be reclassified to profit or loss when specific conditions are met. Whether an item will 
or will not be reclassifies is determined by the relevant IFRS applying to them.  The adoption of amendment 
to IAS 1 has no impact on the recognized assets, liabilities and comprehensive income of the Group. 
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• Amendments to IFRS 7 Disclosures- Offsetting Financial Assets and Financial Liabilities 

 
The Group has applied the Amendments to IFRS 7 Disclosures- Offsetting Financial Assets and Financial 
Liabilities for the first time in the current year. The amendments to IFRS 7 require entities to disclose 
information about rights to offset and related arrangements (such as collateral posting requirements) for 
financial instruments under an enforceable master netting agreement or similar arrangement, 
 
The amendments have been applied retrospectively. As the Group does not have any offsetting 
arrangements in place, the application of the amendments has had no material impact on the disclosures or 
on the amounts recognized in the consolidated financial statements.	
  
 
• IFRS 13 Fair Value Measurement 
 
In May, 2011, the IASB issued IFRS 13 “Fair Value Measurements”. IFRS 13 defines fair value, provides single 
IFRS framework for measuring fair value and requires disclosure about fair value measurements. IFRS 13 
applies when other IFRSs require or permit fair value measurements. It does not introduce any new 
requirements to measure an asset or a liability at fair value or change what is measured at fair value in IFRSs 
or address how to present changes in fair value. The adoption of this accounting standard including 
consequential amendments did not have any material impact on the consolidated financial statements of the 
Group. 
 
• Amendments to IAS 19 Employee Benefits  

 
The 2011 amendments to IAS 19 made a number of changes to the accounting for employee benefits, the 
most significant relating to defined benefit plans. The amendments: 
 
• eliminate the ‘corridor method’ and requires the recognition of re-measurements (including actuarial 

gains and losses) arising in the reporting period in other comprehensive income. 
 

• change the measurement and presentation of certain components of the defined benefit cost. The net 
amount in profit or loss is affected by the removal of the expected return on plan assets and interest 
cost components and their replacement by a net interest expense or income based on the net defined 
benefit asset or liability. 
 

• enhance disclosures, including more information about the characteristics of defined benefit plans and 
related risks. 
 

The Group has adopted Revised IAS 19 and has recorded the impact of this in the consolidated financial 
statements. The comparative information has not been restated as the cumulative effect of the change in the 
accounting policy is not material to the consolidated financial statements. 
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5. STANDARDS, AMENDMENTS AND INTERPRETATIONS TO EXISTING STANDARDS 
THAT ARE NOT YET EFFECTIVE AND HAVE NOT BEEN ADOPTED BY THE 
GROUP 

 
Summarised in the paragraphs below are standards, interpretations or amendments that have been issued 
prior to the date of approval of these consolidated financial statements and will be applicable for 
transactions in the Group but are not yet effective. These have not been adopted early by the Group and 
accordingly, have not been considered in the preparation of the consolidated financial statements of the 
Group. 
 
Management anticipates that all of these pronouncements will be adopted by the Group in the first 
accounting period beginning after the effective date of each of the pronouncements. Information on the 
new standards, interpretations and amendments that are expected to be relevant to the Group's consolidated 
financial statements is provided below. 
 
• IFRS 9 Financ ia l  Ins t ruments  Class i f i ca t ion  and Measurement  
 
 In November 2009, the IASB issued IFRS 9 “Financial Instruments: Classification and Measurement” 
(“IFRS 9”). This standard introduces certain new requirements for classifying and measuring financial assets 
and liabilities and divides all financial assets that are currently in the scope of IAS 39 into two classifications, 
those measured at amortised cost and those measured at fair value. In October 2010, the IASB issued a 
revised version of IFRS 9, “Financial Instruments” (“IFRS 9 R”). The revised standard adds guidance on the 
classification and measurement of financial liabilities. IFRS 9 R requires entities with financial liabilities 
designated at fair value through profit or loss to recognise changes in the fair value due to changes in the 
liability’s credit risk in other comprehensive income. However, if recognizing these changes in other 
comprehensive income creates an accounting mismatch, an entity would present the entire change in fair 
value within profit or loss. There is no subsequent recycling of the amounts recorded in other 
comprehensive income to profit or loss, but accumulated gains or losses may be transferred within equity. 
 
The management is currently evaluating the impact that this new standard will have on its consolidated 
financial statements. 
 
• IFRS 10 Conso l idated  Financ ia l  Sta tements  

 
In May 2011, the IASB issued IFRS 10 “Consolidated Financial Statements” (“IFRS 10”) which replaces 
consolidation requirements in IAS 27 “Consolidated and Separate Financial Statements” and SIC-12 
“Consolidation — Special Purpose Entities” and builds on existing principles by identifying the concept of 
control as the determining factor in whether an entity should be included within the consolidated financial 
statements of the parent company. This pronouncement is effective for the annual period beginning on or 
after January 1, 2014 with earlier application permitted so long as this standard is applied together with other 
four standards as mentioned below: 
  
IFRS 11 “Joint Arrangements” 
IFRS 12 “Disclosure of Interest in Other Entities” 
IAS 27 (Revised) “Separate Financial Statements” 
IAS 28 (Revised) “Investments in Associates and Joint Ventures” 
  
The remainder of IAS 27, “Separate Financial Statements”, now contains accounting and disclosure 
requirements for investments in subsidiaries, joint ventures and associates only when an entity prepares 
separate financial statements and is therefore not applicable in the Group’s consolidated financial 
statements. 
• IFRS 11 Jo in t  Arrangements  



Annual report 2013-14  
 

 42 

 
“Joint Arrangements” (“IFRS 11”), which replaces IAS 31, “Interests in Joint Ventures” and SIC-13, 
“Jointly Controlled Entities — Non-monetary Contributions by Ventures”, requires a single method, known 
as the equity method, to account for interests in joint operations and joint ventures. The proportionate 
consolidation method to account for joint ventures is no longer permitted to be used. IAS 28, “Investments 
in Associates and Joint Ventures”, was amended as a consequence of the issuance of IFRS 11. In addition to 
prescribing the accounting for investments in associates, it now sets out the requirements for the application 
of the equity method when accounting for joint ventures. The application of the equity method has not 
changed as a result of this amendment. 
 
• IFRS 12 Disc lo sure  o f  in t e r e s t  in  o ther  en t i t i e s  
 
“Disclosure of Interest in Other Entities” is a new and comprehensive standard on disclosure requirements 
for all forms of interests in other entities, including joint arrangements, associates, special purpose vehicles 
and other off balance sheet vehicles. The standard includes disclosure requirements for entities covered 
under IFRS 10 and IFRS 11. 
  
Further, in June 2012, IASB published ‘Consolidated Financial Statements, Joint Arrangements and 
Disclosure of Interests in Other Entities: Transition Guidance’ as amendments to IFRS 10, IFRS 11 and 
IFRS 12. These amendments are intended to provide additional transition relief by limiting the requirement 
to provide adjusted comparative information to only the preceding comparative period. 
 
The Group will be adopting IFRS 10, IFRS 11 and IFRS 12 effective for periods beginning on or after 1 Jan 
2014. The Group is currently evaluating the impact of the above pronouncements on the Group’s 
consolidated financial statements. 
 
 
• IFRS 15 Revenue f rom contrac t s  w i th  cus tomers  
 
The International Accounting Standards Board (IASB) has published a new standard, IFRS 15 Revenue 
from Contracts with customers. This standard replaces IAS 11 Construction Contracts, IAS 18 Revenue, 
IFRIC 13 Customer Loyalty Programmes, IFRIC 15 Agreements for the Construction of Real Estate, IFRIC 
18 Transfers of Assets from Customers, and SIC-31 Revenue- Barter Transactions involving advertising 
services. It sets out the requirements for recognising revenue that apply to contracts with customers, except 
for those covered by standards on leases, insurance contracts and financial instruments. 
 
The new standard is effective for reporting periods beginning on or after 1 January 2017 with early adoption 
permitted. It applies to new contracts created on or after the effective date and to the existing contracts that 
are not yet complete as of the effective date. 
 
The Group will be adopting IFRS 15 effective for periods beginning on or after 1 Jan 2017. The Group is 
currently evaluating the impact of the above pronouncements on the Group’s consolidated financial 
statements. 
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6. BASIS OF CONSOLIDATION 
 

Composition of the Group 
 
Details of the entities, which as of 31 March 2014 form part of the Group and are consolidated under 

 
  
Name of the entity Holding 

company 
Country of 
incorporation 

Effective group 
shareholding (%) as of  

31 March 2014 
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GOODWILL 
 
The net carrying amount of goodwill can be analysed as follows: 
 
Particulars Amount 
Balance as at 01 April 2012     
Impairment loss recognised 
Translation adjustment 
Balance as at 31 March 2013 

 
Particulars Amount 
Balance as at 01 April 2013 
Impairment loss recognised 
Translation adjustment 
Balance as at 31 March 2014 

 
 

 
 

 
Particulars Amount 

      
     

Goodwill allocation as at 31 March 2014  
 
The recoverable amounts of the CGU was determined based on value-in-use calculations, by applying Free 
Cash Flow to Firm (‘FCFF’) method, covering a three year forecast of expected cash flows for the unit’s 
remaining useful lives using the growth rates stated below: 
 
Particulars Growth rate Discount rate 

    
 

 
 
 

 
 

 
The key assumptions are as follows: 
 
Growth rates 

 
 
 
 

. 
 
Discount rates 

 
 

 
Cash flow assumptions 
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Terminal value 
Terminal value for the USA business unit is arrived by applying  

 
 

 

 
These assumptions are based on past experience and are consistent with market information. 
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7. OTHER INTANGIBLE ASSETS 
 

The other intangible assets comprise of the following: 
 
 

Particulars Customer 
Contracts 

Computer 
software 

Patent  Trade mark Intangibles 
under 

development 

Total 

Cost     
Balance as at 01 April 2012      
Additions  - -  -  
Disposals  - - (  ) 
Translation adjustment - - -  
Balance as at 31 March 2013       
      
Accumulated amortization    
Balance as at 01 April 2012 - - - 
Amortisation for the year - - - 
Disposals  - - - 
Translation adjustment - - - 
Balance as at 31 March 2013 - - - 
Net carrying value as at 31 
March 2013 
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Particulars 
Customer 
contracts 

Computer 
softwares Patent  Trade mark 

Intangibles 
under 

development Total 
Cost 
Balance as at 01 April 2013 
Additions  
Disposals  
Translation adjustment 
Balance as at 31 March 2014 
  
Accumulated depreciation 
Balance as at 01 April 2013 
Depreciation for the period  
Disposals  
Translation adjustment 
Balance as at 31 March 2014 
Carrying values as at 31 March 2014 
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Intangible assets with indefinite useful lives 
For the purpose of annual impairment testing trademark and patent is allocated to the ‘Content delivery’ 
business of the Company with respect to the US business unit.  
 
The net carrying amount of intangible assets with indefinite lives can be analysed as follows: 

 
Particulars Amount 
Balance as at 01 April 2012 
Impairment loss recognised 
Translation adjustment 
Balance as at 31 March 2013 

 
Particulars 
Balance as at 01 April 2013 
Impairment loss recognised 
Translation adjustment 
Balance as at 31 March 2014 

 
 

The recoverable amounts of the CGU was determined based on value-in-use calculations, by applying Free 
Cash Flow to Firm (‘FCFF’) method, covering a three year forecast, followed by an extrapolation of 
expected cash flows for the unit’s remaining useful lives. For assumptions used refer Note-7 on Goodwill. 
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9. PROPERTY, PLANT AND EQUIPMENT 
 
Property, plant and equipment comprise of the following: 
 

 
 
 
 
  

Particulars 
Computer 
and data 

equipment 

Office 
equipment 

Furniture 
and 

fixtures 

Air 
conditioner 

and generator 
Vehicle Leasehold 

improvements 
Plant and 
machinery 

Finance 
lease 
asset 

Capital 
work in 
progress 

Total 

Cost                     
Balance as at 01 April 2012 
Additions  
Disposals  
Translation adjustment 
Balance as at 31 March 2013 
  
Accumulated depreciation 
Balance as at 01 April 2012 
Depreciation for the period  
Disposals  
Translation adjustment 
Balance as at 31 March 2013 
Net carrying values as at 31 
March 2013 
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Particulars 
Computer 
and data 

equipment 
Office 

Equipment 

Furniture 
and 

fixtures 

Air 
conditioner 

and generator Vehicle 
Leasehold 

improvements 
Plant and 
machinery 

Finance 
lease 
asset 

Capital 
work in 
progress Total 

Cost 

Balance as at 01 April 2013 

Additions  

Disposals  

Translation adjustment 

Balance as at 31 March 2014 

  

Accumulated depreciation 

Balance as at 01 April 2013 

Depreciation for the year 

Disposals  

Translation adjustment 

Balance as at 31 March 2014 

Net carrying values as at 31 
March 2014 

           Borrowing cost capitalised during 31 March 2014: Nil (31 March 2013: Nil) 
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10 LONG TERM FINANCIAL ASSETS  
Particulars  31   

            
            

             
                  

          
Security deposits are interest free unsecured deposits placed with owners of the property leased to the 
Group for operations in operating centres. The above security deposits have been discounted to arrive at 
their fair values at initial recognition using market interest rates applicable in India which approximates 8% 
per annum.  
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11 DEFERRED TAX ASSETS AND LIABILITIES 

Particulars 31 March 
2013 

Exchange 
difference on 
translation of 

foreign 
operations 

Recognised in 
consolidated  
statement of 

other 
comprehensive  

income 

Recognised 
in  

consolidated  
income 

statement 

31 March 
2014 

Deferred tax assets on 
account of 

     

Property, plant and 
equipment and 
intangibles 
Employee benefits 
Net operating losses 
Accruals for expenses 
Unrealised (loss) on 
derivatives 
Minimum alternate tax 
Others 

 

Deferred tax liabilities on 
account of 
Intangibles acquired 
during business 
combination 
Undistributed earnings 
of the subsidiaries 
Unrealised gain on 
derivatives 
 
Total 
 
Amounts presented in consolidated statement of financial position 
Deferred tax assets 
Deferred tax liabilities 
 
The amounts recognised in other comprehensive income relate to exchange differences on translating 
foreign operations and the remeasurement of net defined benefit liability. Refer consolidated statement of 
comprehensive income for the amount of the income tax relating to these components of other 
comprehensive income. 
 
In assessing the realisability of deferred tax assets, the Company considers the extent to which, it is 
probable that the deferred tax asset will be realized. The ultimate realization of deferred tax assets is 
dependent upon the generation of future taxable profits during the periods in which those temporary 
differences and tax loss carry-forwards become deductible. The Company considers the expected reversal 
of deferred tax liabilities, projected future taxable income and tax planning strategies in making this 
assessment. 
 

 
 The amount of the deferred tax asset considered realizable, however, could be 
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reduced in the near term if the estimates of future taxable income during the carry-forward period are 
reduced. 
 

 
 
 

 
 

12 TRADE AND OTHER RECEIVABLES 

Particulars  31 March 2014 31 March 2013 
Trade receivables   
Gross value 
Less: Provision for bad and doubtful debts 
Less: Rebate accruals 
Net value 
Other receivables 
Gross value 
Less: Provision for bad and doubtful receivables 
Net value 
 

  
The trade receivables have been recorded at their respective carrying amounts and are not considered to 
be materially different from their fair values as these are expected to realise within a short period from the 
reporting dates. All of the Group's trade and other receivables have been reviewed for indicators of 
impairment. 
  

 
 net trade receivables.  

 
All of the Group’s trade and other receivables have been reviewed for indicators of impairment.  

 
 

 
 
The analysis of provision for bad and doubtful debts is as follows: 
 
Particulars 31 March 2014 31 March 2013 
Opening balance        
Provision made during the year 
Provision reversed            
Closing balance  

 
The analysis for provision for other receivables is as follows: 
 
Particulars 31 March 2014 31 March 2013 
Opening balance          -          - 
Provision made during the year   - 
Provision reversed              -              - 
Closing balance           
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The analysis of rebate accruals is as follows:- 
 
Particulars 31 March 2014 31 March 2013 
Opening balance 
Less: Rebates utilised during the period 
Add: Rebates provided to customers during the year 
Closing balance  

 

13 CASH AND CASH EQUIVALENTS 

Particulars  31 March 2014 31 March 2013 

Cash in hand  
Cash in current accounts 
Fixed deposit accounts 

  

 
 
14 SHORT TERM FINANCIAL ASSETS  

 
Particulars  31 March 2014 31 March 2013 
Security deposits 
Restricted cash 
Short term investments (fixed deposits with maturity less 
than 12 months)  
Derivative financial instruments 
Due from officers and employees 
Others 
 
   

Short term investments comprise of investment through banks in deposits denominated in various 
currency units bearing fixed rate of interest. 
 

15 OTHER CURRENT ASSETS 

Particulars  31 March 2014 31 March 2013 
    

    
     

 
  

 
 
16 LONG TERM BORROWINGS/SHORT TERM BORROWINGS 
 
Non-current portion of borrowings 
Particulars  31 March 2014 31 March 2013 

Finance lease obligation 
Term loan from others* 

Total long-term borrowings 
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Less: Current portion of borrowings  
Finance lease obligation 
Term loan from others* 

 

  
Short term borrowings 
 
Particulars  31 March 2014 31 March 2013 

Loan from parent company - 
Loan from others -   
  -    

 

 
*  

 
 
 
 

 

 
 

  

 
 
 
17 TRADE AND OTHER PAYABLES 
 
Particulars 31 March 2014 31 March 2013 

Due to trade creditors 
Provision for expenses 

	
  	
    

 
18 EMPLOYEE BENEFIT OBLIGATIONS 

Employee benefits are accrued in the period in which the associated services are rendered by employees of 
the Group. Employee benefit obligations include the components as follows: 
 
Particulars  

31 March 2014 31 March 2013 

 Current Non-
current 

Total Current Non- 
current 

Total 

Provision for gratuity  
Provision for 
compensated absences 
Accrued pension liability 
  

 



Annual report 2013-14 
 

 56 

The Company has adopted Revised IAS 19R with effect from 1 April 2013. Comparative information has 
not been restated for the changes as the effect of the change in accounting policy is not material. 
 
Gratuity 

 
 

  

Compensated absences 

The Group has accumulating compensated absences policy. The Group measures the expected cost of 
accumulating compensated absences as the additional amount expected to be paid as a result of the 
unused entitlement that has accumulated at the date of statement of financial position. 
 
Accrued pension 
 
The Group sponsors a non-contributory defined benefit pension plan (the “DB Plan”) covering all 
full-time employees of one of its subsidiaries meeting specified entry-age requirements. Pension 
benefits were based upon a formula contained in the DB Plan documents that takes into consideration 
years of service. The Company’s funding policy is based on actuarial recommended contribution. The 
actuarial cost method utilised to calculate the present value of benefit obligations is the projected unit 
credit cost method. The DB Plan assets are held by a bank, as trustee, principally in the form of mutual 
fund units, money market securities, corporate bonds, and U.S. government securities. The DB Plan 
has no liabilities.  
The defined benefit obligation is calculated annually by an independent actuary using projected unit credit 
method. Changes in the present value of the defined benefit obligation with respect to gratuity, accrued 
pension liability and compensated absences are as follows: 

   
                                                                                                                        31 March 2014 

Particulars Gratuity Accrued pension 

Change in benefit obligation 
Opening value of obligation 
Interest expense 
Current service cost 
Benefits paid 
Remeasurement - actuarial losses/(gains) from changes in 
assumptions 
Translation adjustment 
Defined benefit obligation at the year end 

  
Fair value of planned assets 
  
Defined benefit obligation at the year end (net) 

 
Expenses related to the Company’s defined benefit plans are as follows: 

        31 March 2014 
Particulars Gratuity Accrued pension 

Net benefit obligation   

Amounts recognised in consolidated income 
statement 
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Current service cost 
Net interest expense 
Expense recognised in consolidated income 
statement 

 
 

                                                                                                                          31 March 2013 
Particulars Gratuity Accrued Pension 

Reconciliation of funded status  

	
  Change in benefit obligation  

Opening value of obligation 
Interest cost 
Service cost 
Benefits paid 
Remeasurement - actuarial losses/(gains) from changes in 
assumptions 
Translation adjustment 

Defined benefit obligation at the year end 
 
Fair value of plan assets 
 
 

Defined benefit obligation (net) 
 
 

31 March 2013 
Amounts recognised in consolidated income 
statement Gratuity Accrued pension 

Current service cost 
Interest cost 
Expected return on plan assets 
Net amortization benefit cost 
Expense recognised in consolidated income 
statement 

 
 
 
Particulars 31 March 2014 31 March 2013 

Current portion of obligation as at the end of the year             

Non-current portion of obligation as at the end of the year           

 
         

 
Discount rate assumptions and expected rate of increase in compensation levels used in calculation of 
gratuity obligation are as follows 
 
   31 March 2014  31 March 2013 
Discount rate   
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Plan assets  

Gratuity 

Particulars 31 March 2014 31 March 2013 

 Opening balance of fair value of plan assets 
 Expected return on plan assets  
 Employer contribution  
 Benefits paid  
 Actuarial gain/(loss) on plan assets  
 Exchange fluctuation  

 Closing balance of fair value of plan assets 

Accrued pension 

Particulars 31 March 2014 31 March 2013 
 Opening balance of fair value of plan assets 
 Fair value of asset on acquisition date  
 Actual return on plan assets  
 Employer contributions  
 Benefits paid 

 Closing balance of fair value of plan assets 

Plan assets do not comprise any of the Group’s own financial instruments or any assets used by Group 
companies.	
  The gratuity plan of the Company is administered by Life Insurance Company (‘LIC’’). Plan 
assets for gratuity and pension plans are invested in below category of investments. 	
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Particulars  31 March 2014 31 March 2013 

Gratuity:     

Quoted  

 -Government Bonds  

- Infrastructure Bonds  

-Corporate Bonds  

Unquoted  

-Fixed Deposits  

-Commercial paper and Deposits  

-Cash and Cash equivalence  

 
Pension:  

 

Quoted  

- Equity mutual funds  

- Fixed income  

Unquoted  

- Cash and cash equivalents  

Total plan assets  

 
 

 
Interest rate risk 
The present value of the defined benefit liability is calculated using a discount rate determined by reference 
to market yields of high quality corporate bonds. The estimated term of the bonds is consistent with the 
estimated term of the defined benefit obligation and it is denominated in functional currencies of 
respective subsidiaries. A decrease in market yield on high quality corporate bonds will increase the 
Group’s defined benefit liability, although it is expected that this would be offset partially by an increase in 
the fair value of certain of the plan assets. 
 
Investment risk 

 
. 

 
Longevity risk 

 
. 

 
The defined benefit obligation and plan assets are composed by geographical locations as follows: 

                                                                                                                           31 March 2014 
Particulars  
Defined benefit obligation 
Fair value of plan assets 
 

 
                                                                                                                            31 March 2013 
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Particulars  US India Total 
Defined benefit obligation 

Fair value of plan assets 

 

 
Amounts recognised in other comprehensive income related to the Group’s defined benefit plans are as 
follows: 
 
Particulars  

Actuarial loss from changes in financial assumptions 
Actuarial loss from changes in demographic assumptions 
Return on plan assets (excluding amounts included in net interest) 

Total expenses recognised in other comprehensive income  

 
All the expenses summarised above were included within items that will not be reclassified subsequently to 
profit or loss in the statement of other comprehensive income. 
 
Other defined benefit plan information 
The contributions to the defined plans are funded by the Group’s subsidiaries. The funding requirements 
are based on the pension fund’s actuarial measurement framework as set out in the funding policies. 

 

 
 

 
The significant actuarial assumptions for the determination of the defined benefit obligation are the 
discount rate, the salary growth rate and the withdrawal rate. The calculation of the net defined benefit 
liability is sensitive to these assumptions. The following table summarises the effects of changes in these 
actuarial assumptions on the defined benefit liability at 31 March 2014: 
 
Discount rate 

Increase (decrease) in the defined benefit liability 
 
Salary growth rate 

Increase (decrease) in the defined benefit liability 
 
Withdrawal rate 

Increase (decrease) in the defined benefit liability 
 
The present value of the defined benefit obligation calculated with the same method (project unit credit) 
as the defined benefit obligation recognised in the statement of financial position. The sensitivity analyses 
are based on a change in one assumption while not changing all other assumptions. This analysis may not 
be representative of the actual change in the defined benefit obligation as it is unlikely that the change in 
the assumptions would occur in isolation of one another as some of the assumptions may be correlated. 

Defined contribution plans 
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19 OTHER CURRENT LIABILITIES 

Particulars  31 March 2014 31 March 2013 
Employee dues 
Statutory dues payable 
Unearned revenue 
Advance from customers 
Interest accrued and due on loans 
Finance lease liability 
Others 
  

 
 
20 OTHER INCOME 

 
 
21 FINANCE INCOME 
 
 Particulars  31 March 2014 31 March 2013 

Interest income on deposit accounts 
Others 

  
 
22 FINANCE COST 
 
Particulars  31 March 2014 31 March 2013 

Interest on borrowings 
Interest on finance lease 
Others 

  
 
 
23 INCOME TAXES 
 
Income tax is based on tax rate applicable on profit or loss in various jurisdictions in which the Group 
operates. The effective tax at the domestic rates applicable to profits in the country concerned as shown in 

Particulars  31 March 2014 31 March 2013 

Income from business purchase settlement  
Foreign exchange gain 
Profit on sale of fixed assets 
Miscellaneous income 
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the reconciliation below have been computed by multiplying the accounting profit with effective tax rate 
in each jurisdiction in which the Group operates. The entity at Guernsey is zero tax entity. 
 
Tax expense reported in the Consolidated Income Statement and Consolidated Statement of Other 
Comprehensive Income for the year ended 31 March 2014 and 31 March 2013 is as follows: 
 
 Particulars  31 March 2014  31 March 2013 

Current tax expense 
Deferred tax expense/ (credit) 

Income tax expense included in consolidated income 
statement 
Deferred tax expense/ (credit) included in consolidated 
statement of comprehensive income 
Net tax expense 

 
 
The relationship between the expected tax expense based on the domestic tax rates for each of the legal 
entities within the Group and the reported tax expense in profit or loss is reconciled as follows: 
  
 Particulars  31 March 2014  31 March 2013 

Accounting profit for the year before tax 
Other comprehensive loss before tax 
Effective tax at the domestic rates applicable to profits in 
the country concerned 
Deferred tax on undistributed earnings   
Recognition of deferred tax assets on carry forward losses  
Dividend distribution tax 
Income not taxable/ expenses not allowed 
Change in tax rate 
Others 
Tax expense 

 
 
24 EARNINGS PER SHARE 
 
The calculation of the basic earnings per share is based on the profits attributable to ordinary shareholders 
divided by the weighted average number of shares in issue during the year. 
 
Calculation of basic and diluted earnings per share for the year ended 31 March 2013 is as follows: 
Basic earnings per share 
 Particulars 31 March 2014 31 March 2013 
Profit attributable to shareholders 
Weighted average numbers shares outstanding 
Basic earnings per share (USD) 

 
Diluted earnings per share 
 Particulars 
Profit attributable to shareholders 
Potential ordinary shares* 
Weighted average numbers shares outstanding 
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 Particulars 31 March 2014 31 March 2013 
Diluted earnings per share (USD)   

* Shares to be issued under share options granted 
 
 
25 LEASES 
 
The Group’s finance lease payments are due on computers (including embedded software) taken on lease 
for operating activities.  

 
 
Particulars  31 March 2014 31 March 2013 
Computers and peripherals 
Office equipment 
Plant and machinery 
Furniture and fixtures 

  
 
The minimum lease rent payable for the assets taken on finance leases (included under current and non-
current borrowings) are as under: 
 

Payments falling due Future minimum 
lease payments 

outstanding 

Interest Implicit Present value of future 
lease payments 

  31 March 
2014 

31 March 
2013 

31 March 
2014 

31 March 
2013 

31 March 
2014 

31 March 
2013 

Within 1 year 

Later than 1 year but less 
than 5 years 
More than 5 years 

 
The Group’s approximate future minimum lease payments under non-cancellable operating leases are as 
follows: 
 

Payments falling due Future minimum lease payments outstanding 

  31 March 2014 31 March 2013 
Within 1 year   
Later than 1 year but less than 5 years   
More than 5 years   

The Group’s operating lease payments are cancellable as well as non-cancellable and are due on premises 
taken on lease for operating activities.  

 
 
 

  
 
 
26 FAIR VALUATION GAIN/ (LOSS) ON DERIVATIVES 
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27 EQUITY 

The share capital  
ll shares represent one vote at the shareholder's meeting of 

 total 
number of shares issued and fully paid up of the company as on each reporting date is summarised as 
follows:  

Particulars  31 March 2014 31 March 2013 

Opening number of shares 
Number of shares issued during the year 
Closing number of shares 

 
 
 
 
 

28 SHARE BASED PAYMENTS 

 
 
 
 
 
 
 

 
 
 
29 RELATED PARTY TRANSACTIONS  
 
The related parties for each of the entities in the Group have been summarised in the table below:  
 
Nature of the relationship Related Party’s Name 
I.     Ultimate controlling party  
 
II. Entities directly or indirectly through 
one or more intermediaries, control, are 
controlled by, or are under common 
control with, the reported enterprises 
III. Key management personnel and 
significant shareholders : 
 
 
 
 
  

 
Disclosure of transactions between the Group and related parties and the outstanding balances is as under: 
Transactions with parent company 
Particulars 31 March 2014 31 March 2013 
   
Transactions during the year   
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Particulars 31 March 2014 31 March 2013 
Dividend paid 
Repayment of loan 
Interest paid 
 
Balances at the end of the year 
Interest payable 
Demand loan facility 

 
Above payables from related parties bears an interest rate of 10% p.a and are repayable on demand. 
Hence, the management is of the view that fair values of such receivables and payable closely 
approximates their carrying values.  
 
Transactions with key managerial personnel and their relative 
Particulars 31 March 2014 31 March 2013 
Transactions during the year   
Short term employee benefits    
Remuneration paid to directors 
Sara Latham 
John Behar 
Chris de Putron 
Mark De La Rue 
 
Balances at the end of the year 
Total remuneration payable to key managerial personnel 

 
Key management personnel also participate in post-employment benefit plans and other long term 
benefits provided by the Group. The amounts in respect of these towards the key management personnel 
cannot be segregated as these are based on actuarial valuation for all employees of the Group. During the 
year ended 31 March 2014 no key management personnel has exercised options granted to them. 

 
30 SEGMENT REPORTING 
 

 
 These operating segments are 

monitored and operating and strategic decisions are made on the basis of operating segment results.  

The Chief Operating Decision Maker (“CODM”) evaluates the Group’s performance and allocates 
resources based on an analysis of various performance indicators by operating segments. The Group’s 
reportable segments are as follows: 
 

  
  
  
  

 
The measurement of each operating segment’s revenues, expenses, assets and is consistent with the 
accounting policies that are used in preparation of the consolidated financial statements. In addition, two 
minor operating segments, for which the quantitative thresholds have not been met, are currently 
combined below under 'Others'.  
 
Segment information can be analysed as follows for the reporting years under review: 

 
                                                                                                                          31 March 2014 
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Real time 
processing 

Back office 
services 

Content 
delivery 

Others Total 

Revenue 
Revenue from external 
customers 
Other income 

Segment revenue 
Cost of outsourced 
Services 
Employee benefit 
expense 
Depreciation and 
amortization 
Other expenses 
Segment operating 
profit/ (loss) 

Segment assets 
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                                                                                                                          31 March 2013 
 Real time 

processing 
Back office 

services 
Content 
delivery 

Others Total 

  
Revenue from external 
customers 
Other revenue 
Segment revenues 
Cost of outsourced 
services 
Employee benefit 
expense 
Depreciation and 
amortisation 

 

Other expenses 
Segment operating 
profit/(loss) 
 

Segment assets 

 
The Group's revenues from external customers and its non-current assets (other than financial 
instruments, investments accounted for using the equity method, deferred tax assets and post-employment 
benefit assets) are divided into the following geographical areas: 
 
Location   Revenue Non-current 

assets 
Revenue Non-current 

assets 
 31 March 2014 31 March 2014 31 March 2013 31 March 2013 
United Kingdom  
India 
USA 
Rest of the world 
Total 

 
 

 
 

  
     31 March 2014 

Revenue from   Segment Amount 
Customer 1 Content delivery    

 
    31 March 2013 

Revenue from   Segment Amount 
Customer 1 Content delivery 3  
   

 
31 FINANCIAL ASSETS AND LIABILITIES 
 
Carrying amounts of assets and liabilities presented in the statement of financial position relates to the 
following categories of assets and liabilities: 
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Financial assets 31 March 2014 31 March 2013 

Non-current assets   

 
Loans and receivables 

 
  Security deposits 

 Restricted cash 
 Deposits with banks 

 
  Others 

Current assets   

 
Loans and receivables 

 
 Trade receivables 

   Cash and cash equivalents 

 Restricted cash 

 Security deposits 

 Short term investments 

 Due from officers and employees 

   Other short term financial assets 

  

 Fair value through profit and loss: 

 Derivative financial instruments 
  

 
Financial liabilities 31 March 2014 31 March 2013 

Non-current liabilities   
     Financial liabilities measured at amortised cost: 
 Long term borrowings 
Current liabilities 
 Financial liabilities measured at amortised cost: 
 Trade payables 
 Current portion of long term borrowings 
 Short term borrowings 
 Other current liabilities 
  
 Fair value through profit and loss: 
 Derivative financial instruments 

 

 
These non-current financial assets and liabilities, current financial assets and liabilities have been recorded 
at their respective carrying amounts as the management considers the fair values to be not materially 
different from their carrying amounts recognised in the statement of financial positions. Derivative 
financial instruments, recorded at fair value through profit and loss, are recorded at their respective fair 
values on the reporting dates. 

 
32 COMMITMENT AND CONTINGENCIES 
 

 
 of property, plant and equipment. 
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The contingent liability in respect of claims filed by erstwhile employees against the group companies 
 
 

 
 
 

 
 

 
 

 
 
33 RISK MANAGEMENT OBJECTIVES AND POLICIES 
 
The Group’s principal financial liabilities comprise borrowings, trade and other payables. The main 
purpose of these financial liabilities  The Group has trade 
and other receivables, other financial assets and cash and bank balances. 
 
The Group is exposed to market risk, credit risk and liquidity risk. 
 
MARKET RISK 
 
Market risk is the risk that changes in market prices will have an effect on Group’s income or value of the 
financial assets and liabilities. The Group’s financial instruments affected by market risk include trade and 
other receivables, other financial assets, borrowings and trade and other payables. 
 
The sensitivity analyses in the following sections relate to the position as at 31 March 2014. The analyses 
exclude the impact of movements in market variables on the carrying value of assets and liabilities other 
than financial assets and liabilities. The sensitivity of the relevant consolidated income statement is the 
effect of the assumed changes in respective market risks. This is based on the financial assets and financial 
liabilities held at 31 March 2014. 
 
Interest rate sensitivity 
The Group does not have any exposure to interest rate risk as there are no borrowings with floating 
interest rates. 
 
Price risk sensitivity 
The Group does not have any financial asset or liability exposed to price risk as at reporting date. 
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Foreign currency risk 
 
Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in foreign exchange rates.  

 
 
 
 

 assets and 
liabilities at each reporting date are as follows: 
  
 
Currency USD USD USD 

Foreign currency AUD GBP EURO 

31 March 2014  

Financial assets 
Financial liabilities 

Net short term exposure 

 
 
Functional currency 

Foreign currency 

31 March 2013 

Financial assets 
Financial liabilities              

Net short term exposure 

In computing the below sensitivity analysis, the management has assumed the following % movement 
between various foreign currencies and the underlying functional currency: 

Functional currency 31 March 2014 31 March 2013 
AUD 
GBP 
EUR 

The following table details Group’s sensitivity to appreciation or depreciation in functional currency vis-a-
vis the currency in which the foreign currency financial assets and liabilities are denominated: 

Functional currency USD USD USD 

Foreign currency AUD GBP EURO 

31 March 2014 

31 March 2013 
 
If the functional currency had weakened with respect to various currencies by the percentages mentioned 
above, for years ended 31 March 2014 and 2013 then the effect will be change in profit and equity for the 
year by  If the functional currency had strengthened with 
respect to the various currencies, there would be an equal and opposite impact on profit and equity for 
each year. 
 



Annual report 2013-14 
 

 71 

CREDIT RISK 
 
Credit risk arises from debtors’ inability to make payment of their obligations to the Group as they 
become due; and by non-compliance by the counterparties in transactions in cash, which is limited, to 
balances deposited in banks and accounts receivable at the respective reporting dates. The Group is not 
exposed to any significant credit risk on other financial assets and balances with banks. Further analysis for 
each category is detailed below: 

Trade receivables  

In case of trade receivables, its customers are given a small credit period of 30 to 75 days and the 
customers do not generally default and make payments on time. and other receivables are immediately 
recoverable.  
 

 
 

 
Particulars 

  
 31 March 

2014 
   Amount Impairment 
Not past due   - 
Past due less than three months   - 
Past due more than three months but 
not more than six months 

  
- 

Past due more than six months but not 
more than one year 

  
- 

More than one year   - 
Total   - 

 
 
Particulars    31 March 

2013 
   mpairment 
Not past due   - 
Past due less than three months   - 
Past due more than three months but 
not more than six months 

  
- 

Past due more than six months but 
not more than one year 

  
- 

More than one year   - 
Total   - 

 
 
 
Other financial assets 
In case of other financial assets, all the current balances are recoverable on demand while the non-current 
balances are primarily on account of security deposits given for buildings take on lease. The maximum 
exposure to the Group in case of security deposits paid under long-term arrangements is given in note 
below. 
 
The maximum exposure to credit risk in other financial assets is summarised as follows: 
  31 March 2014  31 March 2013 
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  31 March 2014  31 March 2013 
Security deposits 
Restricted cash 
Cash and cash equivalents 
Short term investments 
Due from officers and employees 
Deposits with banks 
Derivative financial instruments 
Other current assets 
Total 

 
 

 Cash and cash equivalents are held with reputable banks. The maximum exposure to credit risk is in the 
items stated in note 13. The management considers the credit quality of deposits with such banks to be 
good and reviews the banking relationships on an ongoing basis. 
 
The Group’s maximum exposure to credit risk arising from the Group’s trade and other receivables and 
other financial assets at the respective reporting dates is represented by the carrying value of each of these 
assets. 
 
Credit risk concentrations exist when changes in economic, industrial or geographic factors take place, 
affecting in the same manner the Group’s counterparties whose added risk exposure is significant to the 
Group’s total credit exposure.  
 
LIQUIDITY RISK 
 
Liquidity needs of the Group are monitored on the basis of future cash flow projections.  The Group 
manages its liquidity needs by continuously monitoring cash flows from customers and by maintaining 
adequate cash and cash equivalents and short terms investments. Net cash requirements are compared to 
available cash in order to determine any shortfalls.  
 
Short terms liquidity requirements comprise mainly of sundry creditors, expense payable, and employee 
dues arising during normal course of business as on each reporting date.   
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As at 31 March 2014, the Group's liabilities having contractual maturities are summarised as follows:  
 
31 March 2014 Current Non- current 

Financial liabilities Due within 60 days Due in 61 days to 365 
days 

Due in more than 1 
year but not later than 

5 years 
Trade payables  
Expenses payable 
Borrowings 
Other liabilities 

- Employee dues 
- Capital lease liability 
- Interest accrued and due on 
loans 
- Others 
Total       

 
As at 31 March 2013, the Group's liabilities having contractual maturities are summarised as follows:  
 
31 March 2013 Current Non- current 

Financial liabilities Due within 60 days Due in 61 days to 365 
days 

Due in more than 1 
year but not later than 

5 years 
Trade payables  
Expenses payable 
Borrowings 
Other liabilities 

- Employee dues     

- Others 
Total 

 
34 FAIR VALUE HIERARCHY 
 
Level 1 – Quoted prices (unadjusted) in active markets for identical assets or liabilities. 
Level 2 – Inputs other than quoted prices included within Level 1 that are observable for the asset or 
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices). 
Level 3 – Inputs for the assets or liabilities that are not based on observable market data (unobservable 
inputs). 
 

 

 
 

 

31 March 2014 Total 

Fair value measurements at 
reporting date using 

 Level 2 

Assets 
(Notional 
amount)  
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Derivative instruments 
 

 
 Forward contracts (currency – USD/INR)    

 
 

31 March 2013 Total 

Fair value measurements at 
reporting date using 

 Level 2 

Liability 
(Notional 
amount)  

 Derivative instruments 
 

 
 Forward contracts (currency – USD/INR)    

 
The Group’s foreign currency forward contracts are not traded in active markets. These have been fair 
valued using observable forward exchange rates and interest rates corresponding to the maturity of the 
contract. The effects of non-observable inputs are not significant for foreign currency forward contracts. 
 
 
35 CAPITAL RISK MANAGEMENT 
 
The Group’s capital comprises of equity attributable to the equity holder of the parent.  
 
The Group monitors gearing ratio i.e. total debt in proportion to its overall financing structure, i.e. equity 
and debt. Total equity comprises of all the components of equity (i.e., share capital, additional paid in 
capital, retained earnings etc.). Total debt comprises of all liabilities of the Group. The management of the 
Group regularly reviews the capital structure and makes adjustments to it in light of changes in economic 
conditions and the risk characteristic of the Group. 
 

   31 March 2014  31 March 2013 
Total equity 
Total debts 

Overall financing 

Gearing ratio 

 
 
 
 

. 
 
 
36 POST REPORTING DATE EVENTS 
 
No adjusting or significant non-adjusting events have occurred between the 31 March reporting date and 
the date of authorization. 
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