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Forward-looking statements and non-GAAP financial measures
Forward-looking Statements – Certain statements included in this presentation that are not historical or current facts including, but not
limited to, those related to expected financial performance, growth trends and market uncertainty in our Supply Chain and Performance
Services business segments and their respective business units, our ability to implement our evolving strategy and plans for future growth,
the impact of regulatory developments and uncertainty and our ability to manage through these issues, the statements related to fiscal
2019 outlook and guidance and the assumptions underlying such guidance, timing and ability to close our acquisition of Stanson Health,
Inc. and Premier’s repurchase activity under its stock repurchase program, including the timing and number of shares repurchased or the
possible suspension of or discontinuance of the repurchase program at any time are “forward-looking statements” within the meaning of
the federal securities laws. Forward-looking statements may involve known and unknown risks, uncertainties and other factors that may
cause the actual results of Premier to be materially different from historical results or from any future results or projections expressed or
implied by such forward-looking statements. Accordingly, readers should not place undue reliance on any forward looking statements.
Readers are urged to consider statements in the conditional or future tenses or that include terms such as “believes,” “belief,” “expects,”
“estimates,” “intends,” “anticipates” or “plans” to be uncertain and forward-looking. Forward-looking statements may include comments as
to Premier’s beliefs and expectations as to future events and trends affecting its business and are necessarily subject to uncertainties,
many of which are outside Premier’s control. You should carefully read Premier’s periodic and current filings with the SEC for more
information on potential risks and other factors that could affect Premier’s financial results. Forward-looking statements speak only as of
the date they are made. Premier undertakes no obligation to publicly update or revise any forward-looking statements.
Non-GAAP Financial Measures – This presentation includes certain “non-GAAP financial measures” as defined in Regulation G under
the Securities Exchange Act of 1934. Schedules are attached that reconcile the non-GAAP financial measures included in
this presentation to the most directly comparable financial measures calculated and presented in accordance with Generally Accepted
Accounting Principles in the United States. You should carefully read Premier’s periodic and current filings with the SEC
for definitions and further explanation and disclosure regarding our use of non-GAAP financial measures and such filings should
be read in conjunction with this presentation.
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Susan DeVore

President and Chief Executive Officer
Premier, Inc.

Overview and Business Update
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Fiscal 2019 first-quarter highlights

Results exceeded management’s revenue and profitability expectations across
businesses and for the company as a whole
In Supply Chain Services, group purchasing business experienced steady
growth supported by stable patient utilization patterns
In Performance Services, continued to cultivate new engagements and work with
members to develop innovative solutions
Financial expectations for fiscal 2019 remain consistent with guidance established last
quarter and are being adjusted solely for impact of adoption of new revenue recognition
*See non-GAAP Adjusted EBITDA, non-GAAP Adjusted Fully Distributed Earnings Per Share and non-GAAP Free Cash Flow reconciliations to GAAP equivalents in Appendix.
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Premier continues to make progress on long-term growth strategy

Developing a high-value provider network for engaging directly
with employers to improve clinical outcomes and reduce overall
cost of care.

Agreement to acquire Stanson Health, Inc., a provider of
intelligent clinical decision support technology, that will enable our
evidence-based content along with our data and analytics to be
channeled directly into the physician’s workflow.
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Encouraged by recent developments in Washington
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Mike Alkire

Chief Operating Officer
Premier, Inc.

Operations Review

TRANSFORMING HEALTHCARE TOGETHER®

© Premier Inc. 2018

7

Premier positioned for future growth through operational alignment
of strategic initiatives

Pending acquisition of Stanson Health, Inc. is expected to
provide clinical decision support technology that resides inside
the healthcare providers’ workflow as the technology is already
embedded in the major EHR systems.

Actively engaging with quality generics manufacturers as we
continue to explore new and creative opportunities to accelerate
production of generic drugs that are in short supply.
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Premier continues to demonstrate value

Expanded partnership with large national integrated delivery network to
improve operational and financial performance all across thousands of
employed and affiliated medical groups.
Engaged by a major national research hospital to design and implement
strategies to enhance physician network performance that will help
improve the patient experience.
Continue to grow our applied sciences business through new and
expanded relationships with major pharmaceutical manufacturers.
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Craig McKasson
Chief Financial Officer
Premier, Inc.

Financial Review
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Adoption of new revenue recognition standard

The company adopted new revenue recognition standard ASC
606 on July 1, 2018 using the modified retrospective approach
and did not restate prior periods. Accordingly, the year-overyear comparisons in this presentation compare fiscal 2019 firstquarter results under ASC 606 to fiscal 2018 first-quarter results
under the previous revenue recognition standard ASC 605.
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Fiscal 2019 guidance(1)
Premier has adjusted fiscal year 2019 guidance to reflect the new revenue recognition standard, which it
adopted July 1, 2019 using the modified retrospective approach. As illustrated below, the adjustments are
solely due to the impact of the adoption of the new standard.
Fiscal 2019 Financial Guidance
(in millions, except per share data)

ASC 606

Impact of ASC 606

ASC 605

$1,305.0 - $1,357.0

($50.0)

$1,355.0 - $1,407.0

Net Revenue:
Supply Chain Services segment
Products revenue

Performance Services segment

($50.0)

$350.0 - $364.0

($16.0)

Licensed safety technology revenue

($11.0)

Reseller or subcontractor revenue

($5.0)

Total Net Revenue
Non-GAAP adjusted EBITDA

$1,655.0 - $1,721.0

($66.0)

$1,721.0 - $1,787.0

$550.0 - $572.0

($9.0)

$559.0 - $581.0

Licensed safety technology

Non-GAAP adjusted fully distributed EPS(2)
Licensed safety technology

$366.0 - $380.0

($9.0)

$2.55 - $2.67

($0.05)

$2.60 - $2.72

($0.05)

(1) For the year ending June 30, 2019. As of November 6, 2018. See accompanying page for fiscal 2019 notes and assumptions to guidance.
(2) Does not reflect the impact of previously announced $250 million stock repurchase plan for periods after September 30, 2018.
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Fiscal 2019 annual guidance footnotes and key assumptions (for year

ending June 30, 2019)*
Guidance Footnotes:

* The company does not meaningfully reconcile guidance for non-GAAP adjusted EBITDA and non-GAAP adjusted fully distributed earnings per share to net income attributable to stockholders or earnings per share
attributable to stockholders because the company cannot provide guidance for more significant reconciling items between net income attributable to stockholders and adjusted EBITDA and between earnings per share
attributable to stockholders and non-GAAP adjusted fully distributed earnings per share without unreasonable effort. This is due to two primary reasons:
• Reasonable guidance cannot be provided for reconciling the adjustment of redeemable limited partners’ capital to redemption amount – historically the largest adjustment in the reconciliation from non-GAAP to GAAP
amounts – due to the fact that the increase or decrease in this item is based on the change in the number of shares of Class B stock outstanding and change in stock price between quarters, which the company cannot
predict, control or reasonably estimate.
• Reasonable guidance cannot be provided for earnings per share attributable to stockholders because the ongoing quarterly member-owner exchange of Class B common stock and corresponding Class B units into shares of
Class A common stock impacts the number of shares of Class A common stock outstanding each quarter, which the company cannot predict, control or reasonably estimate. Member owners have the right, but not the
obligation, to exchange shares on a quarterly basis, and the company has the discretion to settle any exchanged shares for Class A common stock, cash, or a combination thereof, neither of which can be predicted, controlled
or reasonably estimated at this time.

Key Assumptions*:
Supply Chain Services assumptions:
» Net administrative fees revenue growth of low to mid-single digits
» Products revenue, which were estimated to grow 7% to 11% under the previous revenue recognition standard, will now reflect 0% to 4% percent year-over-year growth. This entirely results from the impact of the new
standard, which caused an estimated $50 million gross-to-net revenue reduction.
» Continued high GPO retention rates

Performance Services assumptions:
» Continued demand for integrated offerings of cloud-based subscription and licensed products, consulting and collaboratives
» Continued high SaaS institutional renewal rates

Other assumptions:
» Non-GAAP free cash flow expected to exceed 50% of non-GAAP adjusted EBITDA
» Capital expenditures of approximately $90 million to $95 million, representing 5% to 6% of consolidated net revenue
» Consolidated non-GAAP adjusted EBITDA margin in the range of 32 to 35%
» Stock-based compensation approximating $36 million to $38 million
» Adjusted fully distributed net income and earnings per share calculations to reflect an effective tax rate of 26%
» Amortization of purchased intangible assets of approximately $54 million
» Guidance does not contemplate any material acquisitions
*As of November 6, 2018
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Fiscal 2019 first-quarter financial highlights
Consolidated net revenue of $401.5 million and GAAP net income of $82.0 million; loss of
$12.80 per fully diluted share
Supply Chain Services (SCS) segment revenue of $315.8 million; net administrative
fees revenue of $162.0 million and products revenue of $151.5 million
Performance Services (PS) segment revenue of $85.7 million
Non-GAAP adjusted EBITDA* of $138.6 million; SCS segment adjusted
EBITDA of $135.4 million and PS segment adjusted EBITDA of $30.6 million
Non-GAAP adjusted fully distributed net income of $86.9 million
Non-GAAP adjusted fully distributed earnings per share* of $0.65

*See non-GAAP Adjusted EBITDA, non-GAAP Adjusted Fully Distributed Earnings Per Share and non-GAAP Free Cash Flow reconciliations to GAAP equivalents in Appendix.

*See non-GAAP Adjusted EBITDA, non-GAAP Segment Adjusted EBITDA, non-GAAP Adjusted Fully Distributed Earnings Per Share and non-GAAP Free Cash Flow reconciliations to GAAP equivalents
in Appendix.
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Cash flow and capital flexibility at September 30, 2018
Cash flow from operations of $60.3 million and non-GAAP free cash flow* of
$1.8 million for fiscal 2019 first quarter
•
•

Historically, annual non-GAAP free cash flow is lowest in the first quarter, given that the fiscal year
ends in June and payment of certain expenses, including annual incentives, occurs in the first quarter.
Additionally, non-GAAP free cash flow was impacted by an $18.0 million tax receivable agreement
payment to member owners, the timing of which shifted to July this year, from June in prior years, as a
result of the change in the company’s federal tax filing deadline.

Continue to expect fiscal 2019 non-GAAP free cash flow will total 50% or
more of non-GAAP adjusted EBITDA
Cash and cash equivalents of $142.4 million
Outstanding borrowings of $100.0 million on $750.0 million five-year
unsecured revolving credit facility
CONSIDERABLE CASH AND
DEBT CAPACITY
AVAILABLE
*See non-GAAP free cash flow reconciliation to GAAP equivalent in Appendix.
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Quarterly exchange and stock repurchase update

On October 31, 2018, approximately 9.8 million Class B
units were exchanged for Class A common shares on 1for-1 basis; equal number of Class B common shares
retired.
Next quarterly exchange will occur on January 31, 2019.
$250 million Class A common stock repurchase plan for
fiscal 2019 currently in place.
•
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million. The timing of future repurchases under this authorization will be
determined based on market conditions and share price.
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Questions
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Appendix

TRANSFORMING HEALTHCARE TOGETHER®

© Premier Inc. 2018

18

Fiscal 2019 and fiscal 2018 non-GAAP reconciliations
Supplemental Financial Information
Reconciliation of Net Income to Adjusted EBITDA
Reconciliation of Operating Income to Segment Adjusted EBITDA
Reconciliation of Net Income Attributable to Stockholders to Non-GAAP Adjusted Fully Distributed Net Income
(Unaudited)
(In thousands)

New revenue standard

Three Months Ended September 30,
2018
2018
Impact of new revenue
Previous revenue
standard
standard

$

$

2018

Net income
Interest and investment loss, net
Income tax expense
Depreciation and amortization
Amortization of purchased intangible assets
EBITDA
Stock-based compensation
Acquisition related expenses
ERP implementation expenses
Loss on disposal of long-lived assets
Loss on FFF put and call rights
Other expense
Adjusted EBITDA

TRANSFORMING HEALTHCARE TOGETHER®

$

81,973
688
10,793
20,507
13,638
127,599
6,337
409
326
3,283
667
138,621

$

21,257
1,759
23,016
23,016

$

$

60,716
688
9,034
20,507
13,638
104,583
6,337
409
326
3,283
667
115,605

2017
Previous revenue
standard
$

$

60,616
1,495
12,764
16,507
13,898
105,280
8,957
3,099
335
1,320
20
160
119,171
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Fiscal 2019 and fiscal 2018 non-GAAP reconciliations
Supplemental Financial Information
Reconciliation of Net Income to Adjusted EBITDA
Reconciliation of Operating Income to Segment Adjusted EBITDA
Reconciliation of Net Income Attributable to Stockholders to Non-GAAP Adjusted Fully Distributed Net Income
(Unaudited)
(In thousands)

2018
New revenue standard
Income before income taxes
Equity in net loss (income) of unconsolidated affiliates
Interest and investment loss, net
Loss on disposal of long-lived assets
Other expense (income)
Operating income
Depreciation and amortization
Amortization of purchased intangible assets
Stock-based compensation
Acquisition related expenses
ERP implementation expenses
Equity in net income (loss) of unconsolidated affiliates
Deferred compensation plan income
Other expense
Adjusted EBITDA
Segment Adjusted EBITDA:
Supply Chain Services
Performance Services
Corporate
Adjusted EBITDA
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$

$
$
$

Three Months Ended September 30,
2018
2018
Impact of new revenue
Previous revenue
standard
standard

92,766 $
(2,690)
688
1,941
92,705
20,507
13,638
6,337
409
326
2,690
1,336
673
138,621 $

23,016
23,016
23,016

$

135,403 $
30,575
(27,357)
138,621 $

15,599
7,417
23,016

$

$

$

2017
Previous revenue
standard

69,750 $
(2,690)
688
1,941
69,689
20,507
13,638
6,337
409
326
2,690
1,336
673
115,605 $

73,380
(4,252)
1,495
1,320
(1,463)
70,480
16,507
13,898
8,957
3,099
335
4,252
1,539
104
119,171

119,804 $
23,158
(27,357)
115,605 $

125,620
21,221
(27,670)
119,171
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Fiscal 2019 and fiscal 2018 non-GAAP reconciliations

Supplemental Financial Information
Reconciliation of Net Income to Adjusted EBITDA
Reconciliation of Operating Income to Segment Adjusted EBITDA
Reconciliation of Net Income Attributable to Stockholders to Non-GAAP Adjusted Fully Distributed Net Income
(Unaudited)
(In thousands)
Three Months Ended September 30,
2018
2018
2017
Impact of new revenue
Previous revenue
Previous revenue
New revenue standard
standard
standard
standard
$
(681,333) $
18,456 $
(699,789) $
336,430
708,193
(10,572)
718,765
(320,424)
55,113
13,373
41,740
44,610
10,793
1,759
9,034
12,764
13,638
13,638
13,898
6,337
6,337
8,957
409
409
3,099
326
326
335
1,320
3,283
3,283
20
667
667
160
117,426
23,016
94,410
101,169
30,531
5,984
24,547
39,456
$
86,895 $
17,032 $
69,863 $
61,713
2018

Net income (loss) attributable to stockholders
Adjustment of redeemable partners' capital to redemption amount
Net income attributable to non-controlling interest in Premier LP
Income tax expense
Amortization of purchased intangible assets
Stock-based compensation
Acquisition related expenses
ERP implementation expenses
Loss on disposal of long-lived assets
Loss on FFF put and call rights
Other expense
Non-GAAP adjusted fully distributed income before income taxes
Income tax expense on fully distributed income before income taxes
Non-GAAP Adjusted Fully Distributed Net Income
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Fiscal 2019 and fiscal 2018 non-GAAP reconciliations
Supplemental Financial Information
Reconciliation of Net Cash Provided by Operating Activities to Non-GAAP Free Cash Flow
(Unaudited)
(In thousands)
Three Months Ended
September 30,
2018
2017
Net cash provided by operating activities
Purchases of property and equipment
Distributions to limited partners of Premier LP
Payments to limited partners under tax receivable agreements *
Non-GAAP Free Cash Flow

$

$

60,327 $
(25,062)
(15,465)
(17,975)
1,825 $

75,033
(16,646)
(24,951)
—
33,436

* The timing of the annual TRA payments has shifted to July from June due to the change in the company's federal tax
filing deadline. As a result, Premier did not make a TRA payment in fiscal 2018, but made the payment in July and will
make future annual payments in July.
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Fiscal 2019 and fiscal 2018 non-GAAP reconciliations

Supplemental Financial Information
Reconciliation of GAAP EPS to Non-GAAP EPS on Adjusted Fully Distributed Net Income
(Unaudited)
(In thousands, except per share data)

2018
New revenue standard
Net income (loss) attributable to stockholders
Adjustment of redeemable partners' capital to redemption amount
Net income attributable to non-controlling interest in Premier LP
Income tax expense
Amortization of purchased intangible assets
Stock-based compensation
Acquisition related expenses
ERP implementation expenses
Loss on disposal of long-lived assets
Loss on FFF put and call rights
Other expense
Non-GAAP adjusted fully distributed income before income taxes
Income tax expense on fully distributed income before income taxes
Non-GAAP Adjusted Fully Distributed Net Income
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$

$

Three Months Ended September 30,
2018
2018
Impact of new revenue
Previous revenue
standard
standard

(681,333) $
708,193
55,113
10,793
13,638
6,337
409
326
3,283
667
117,426
30,531
86,895 $

18,456 $
(10,572)
13,373
1,759
23,016
5,984
17,032 $

(699,789) $
718,765
41,740
9,034
13,638
6,337
409
326
3,283
667
94,410
24,547
69,863 $

2017
Previous revenue
standard
336,430
(320,424)
44,610
12,764
13,898
8,957
3,099
335
1,320
20
160
101,169
39,456
61,713

© Premier Inc. 2018

23

Fiscal 2019 and fiscal 2018 non-GAAP reconciliations
Supplemental Financial Information
Reconciliation of GAAP EPS to Non-GAAP EPS on Adjusted Fully Distributed Net Income
(Unaudited)
(In thousands, except per share data)

2018
New revenue standard
Weighted Average:
Common shares used for basic and diluted earnings (loss) per share
Potentially dilutive shares
Conversion of Class B common units
Weighted average fully distributed shares outstanding - diluted
GAAP earnings (loss) per share
Adjustment of redeemable limited partners' capital to redemption amount
Net income attributable to non-controlling interest in Premier LP
Income tax expense
Amortization of purchased intangible assets
Stock-based compensation
Acquisition related expenses
ERP implementation expenses
Loss on disposal of long-lived assets
Loss on FFF put and call rights
Impact of corporation taxes
Impact of dilutive shares
Non-GAAP EPS on Adjusted Fully Distributed Net Income
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Three Months Ended September 30,
2018
2018
Impact of new revenue
Previous revenue
standard
standard

53,221
1,067
79,794
134,082
$

$

(12.80) $
13.31
1.04
0.20
0.26
0.12
0.01
0.01
0.06
(0.57)
(0.99)
0.65 $

0.35 $
(0.20)
0.26
0.03
(0.11)
(0.20)
0.13 $

53,221
1,067
79,794
134,082
(13.15) $
13.51
0.78
0.17
0.26
0.12
0.01
0.01
0.06
(0.46)
(0.79)
0.52 $

2017
Previous revenue
standard
52,909
655
86,482
140,046
6.36
(6.05)
0.84
0.24
0.26
0.17
0.06
0.01
0.02
(0.74)
(0.73)
0.44
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