
TITAN PHARMACEUTICALS INC
Form 10-Q
May 08, 2006
Table of Contents

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

x Quarterly Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the quarterly period ended March 31, 2006.

or

¨ Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the Transition Period From              to             .

Commission file number 001-13341

Titan Pharmaceuticals, Inc.
(Exact name of registrant as specified in its charter)

Delaware 94-3171940
(State or Other Jurisdiction of

Incorporation or Organization)

(I.R.S. Employer

Identification No.)
400 Oyster Point Blvd., Suite 505, South San Francisco, California 94080

(Address of Principal Executive Offices including zip code)

(650) 244-4990
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(Registrant�s Telephone Number, Including Area Code)

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Exchange Act during the
preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing
requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition or
�accelerated filer and large accelerated filer� in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer  ¨    Accelerated filer  x    Non-accelerated filer  ¨

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

There were 38,872,718 shares of the Registrant�s Common Stock issued and outstanding on May 4, 2006.
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Part I. Financial Information

Item 1. Condensed Financial Statements (unaudited)

TITAN PHARMACEUTICALS, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

(in thousands)

March 31,

2006

December 31,

2005
(unaudited) (Note A)

Assets
Current assets
Cash and cash equivalents $ 15,283 $ 9,142
Marketable securities 7,258 8,227
Prepaid expenses, other receivables and current assets 1,581 1,216

Total current assets 24,122 18,585
Property and equipment, net 668 788
Investment in other companies 150 150
Deferred offering costs 214 214

Total assets $ 25,154 $ 19,737

Liabilities and Stockholders� Equity
Current liabilities
Accounts payable $ 661 $ 518
Accrued clinical trials expenses 834 787
Other accrued liabilities 1,718 1,831

Total current liabilities 3,213 3,136

Minority interest - Series B preferred stock of Ingenex, Inc. 1,241 1,241
Stockholders� equity
Common stock, at amounts paid-in 224,052 214,331
Additional paid-in capital 9,557 9,264
Deferred compensation �  (19)
Accumulated deficit (212,912) (208,207)
Accumulated other comprehensive income 3 (9)

Total stockholders� equity 20,700 15,360

Total liabilities and stockholders� equity $ 25,154 $ 19,737

Note A: The balance sheet has been derived from the audited financial statements at that date but does not include all of the information and
footnotes required by U.S. generally accepted accounting principles for complete financial statement presentation.

See Notes to Condensed Consolidated Financial Statements
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TITAN PHARMACEUTICALS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(unaudited)

(in thousands, except per share amount)

Three Months Ended March 31,
2006 2005

License revenue $ 1 $ 14

Total revenue 1 14

Operating expenses:
Research and development 3,687 5,199
General and administrative 1,133 1,262

Total operating expenses 4,820 6,461

Loss from operations (4,819) (6,447)

Other income (expense):
Interest income, net 145 150
Other income (expense) (31) 1

Other income (expense), net 114 151

Net loss $ (4,705) $ (6,296)

Basic and diluted net loss per share $ (0.13) $ (0.19)

Weighted average shares used in computing basic and diluted net loss per share 35,940 32,339

See Notes to Condensed Consolidated Financial Statements

4

Edgar Filing: TITAN PHARMACEUTICALS INC - Form 10-Q

Table of Contents 6



Table of Contents

TITAN PHARMACEUTICALS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)

(in thousands)

Three months Ended March 31,
2006 2005

Cash flows from operating activities:
Net loss $ (4,705) $ (6,296)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 106 130
Loss on disposal of assets 5 �  
Non-cash compensation related to stock options 312 (4)
Write-down of securities available-for-sale �  (9)
Changes in operating assets and liabilities:
Prepaid expenses, receivables and other assets (365) 156
Accounts payable and other accrued liabilities 77 793

Net cash used in operating activities (4,570) (5,230)

Cash flows from investing activities:
Purchases of furniture and equipment (12) (106)
Disposals of furniture and equipment 21 �  
Purchases of marketable securities (1,019) (2,991)
Proceeds from maturities of marketable securities 2,000 9,000

Net cash provided by investing activities 990 5,903

Cash flows from financing activities:
Issuance of common stock, net 9,721 24

Net cash provided by financing activities 9,721 24

Net increase in cash and cash equivalents 6,141 697
Cash and cash equivalents at beginning of period 9,142 5,463

Cash and cash equivalents at end of period 15,283 6,160
Marketable securities at end of period 7,258 24,856

Cash, cash equivalents and marketable securities at end of period $ 22,541 $ 31,016

See Notes to Condensed Consolidated Financial Statements
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TITAN PHARMACEUTICALS, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

1. Organization and Summary of Significant Accounting Policies

The Company

We are a biopharmaceutical company developing proprietary therapeutics for the treatment of central nervous system (CNS) disorders,
cardiovascular disease, bone disease and other disorders. Our product development programs focus primarily on large pharmaceutical markets
with significant unmet medical needs and commercial potential. We are directly developing our product candidates and also utilizing strategic
partnerships to help fund product development and enable us to retain significant economic interest in our products. We operate in one business
segment, the development of pharmaceutical products.

Basis of Presentation

The accompanying unaudited condensed consolidated financial statements include the accounts of Titan Pharmaceuticals, Inc. and its subsidiary
after elimination of all significant intercompany accounts and transactions. Certain prior period balances have been reclassified to conform to the
current period presentation. These financial statements have been prepared in accordance with U.S. generally accepted accounting principles for
interim financial information and with the instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all of
the information and footnotes required by U.S. generally accepted accounting principles for a complete financial statement presentation. In the
opinion of management, all adjustments (consisting of normal recurring adjustments) considered necessary for a fair presentation have been
included. Operating results for the three month period ended March 31, 2006 are not necessarily indicative of the results that may be expected
for the year ending December 31, 2006.

The preparation of financial statements in conformity with U.S. generally accepted accounting principles requires management to make
estimates and assumptions that affect the amounts reported in the financial statements and accompanying notes. Actual results could differ from
those estimates.

These unaudited condensed consolidated financial statements should be read in conjunction with the audited consolidated financial statements
and footnotes thereto included in the Titan Pharmaceuticals, Inc. annual report on Form 10-K for the year ended December 31, 2005.

We expect to continue to incur substantial additional operating losses from costs related to continuation and expansion of product and
technology development, clinical trials, and administrative activities. We believe that we currently have sufficient working capital and funds
available under the Standby Equity Distribution Agreement to sustain our planned operations through the end of 2007.

We continue to seek alternative financing sources and in the future we will need to seek additional financing to continue our product
development activities, and will be required to obtain substantial funding to commercialize any products other than iloperidone or Spheramine
that we may successfully develop. In the future, if we are unable to complete a debt or equity offering, or otherwise obtain sufficient financing
when and if needed, we may be required to reduce, defer or discontinue one or more of our product development programs.

Revenue Recognition

We generate revenue principally from collaborative research and development arrangements, technology licenses, and government grants.
Revenue arrangements with multiple components are divided into separate units of accounting if certain criteria are met, including whether the
delivered component has stand-alone value to the customer, and whether there is objective and reliable evidence of the fair value of the
undelivered items. Consideration received is allocated among the separate units of accounting based on their respective fair values, and the
applicable revenue recognition criteria are then applied to each of the units.

Revenue is recognized when the four basic criteria of revenue recognition are met: (1) a contractual agreement exists; (2) transfer of technology
has been completed or services have been rendered; (3) the fee is fixed or determinable; and (4) collectibility is reasonably assured. For each
source of revenue, we comply with the above revenue recognition criteria in the following manner:
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specific research and development spending, and various milestone and future product royalty
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payments. If the delivered technology does not have stand-alone value or if we do not have objective or reliable evidence of the fair value of the
undelivered component, the amount of revenue allocable to the delivered technology is deferred. Non-refundable upfront fees with stand-alone
value that are not dependent on future performance under these agreements are recognized as revenue when received, and are deferred if we
have continuing performance obligations and have no evidence of fair value of those obligations. Cost reimbursements for research and
development spending are recognized when the related costs are incurred and when reimbursements are received. Payments received related to
substantive, performance-based �at-risk� milestones are recognized as revenue upon achievement of the clinical success or regulatory event
specified in the underlying contracts, which represent the culmination of the earnings process. Amounts received in advance are recorded as
deferred revenue until the technology is transferred, costs are incurred, or milestone is reached.

� Technology license agreements typically consist of non-refundable upfront license fees, annual minimum access fees or royalty
payments. Non-refundable upfront license fees and annual minimum payments received with separable stand-alone values are
recognized when the technology is transferred or accessed, provided that the technology transferred or accessed is not dependent on
the outcome of our continuing research and development efforts.

� Government grants, which support our research efforts in specific projects, generally provide for reimbursement of approved costs as
defined in the notices of grants. Grant revenue is recognized when associated project costs are incurred.

Operating Subsidiary

We conduct some of our operations through our subsidiary, Ingenex, Inc. At March 31, 2006, we owned 81% of Ingenex (assuming the
conversion of all preferred stock to common stock).

Recent Accounting Pronouncements

On April 14, 2005, the Securities and Exchange Commission (�SEC�) adopted a new rule that amends the compliance dates for Financial
Accounting Standards Board�s Statement of Financial Accounting Standards No. 123 (revised 2004), Share-Based Payment (SFAS 123R). Under
the new rule, the Company adopted SFAS 123R beginning January 1, 2006.

2. Stock Option Plans

In December 2004, the Financial Accounting Standards Board (FASB) issued their final standard on accounting for share-based payments in
FASB Standard No. 123R (revised 2004), Share-Based Payment (FAS 123R). This statement replaces FASB Statement 123, Accounting for
Stock-Based Compensation, and supersedes Accounting Principles Board (APB) Opinion No. 25, Accounting for Stock Issued to Employees. The
statement is effective for all interim and annual periods beginning after December 15, 2005 and requires companies to measure and recognize
compensation expense for all share-based payments at fair value in the consolidated statement of income. Share-based payments include stock
option grants under Company stock plans, more fully described in note 12 of the Company�s 2005 Annual Report on Form 10-K.

Effective January 1, 2006, we adopted FAS 123R using the modified-prospective-transition method. Under this transition method, stock
compensation cost recognized beginning January 1, 2006 includes: (a) compensation cost for all share-based payments granted prior to, but not
yet vested as of January 1, 2006, based on the grant-date fair value estimated in accordance with the original provisions of SFAS 123, and
(b) compensation cost for all share-based payments granted on or subsequent to January 1, 2006, based on the grant-date fair value estimated in
accordance with the provisions of FAS 123R. Results for prior periods have not been restated.

We use the Black-Scholes-Merton option-pricing model with the following assumptions to estimate the share-based compensation expense for
the three month period ended March 31, 2006: 1) weighted-average risk-free interest rate of 4.9%; 2) no expected dividend payments; 3)
expected holding period of 5.75 years based on the simplified method provided in Staff Accounting Bulletin No. 107 for �plain vanilla options�; 4)
weighted-average volatility factor of 0.61 based on historical stock prices; and 5) an estimated forfeiture rate of 2% of options granted to
management and 31% of options granted to non-management based on historical data.

The FAS 123R share-based compensation expense recorded for awards under the stock option plans was approximately $312,000, net of
estimated forfeitures, during the three month period ended March 31, 2006. The stock-based compensation expense of $174,000 and $138,000
was recorded in research and development expense and general and administrative expense, respectively. No tax benefit was recognized related
to share-based compensation expense since we have incurred operating losses and we have established a full valuation allowance to offset all the
potential tax benefits associated with our deferred tax assets. Our basic and diluted loss per share for the period was increased by $0.01, due to
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During the three month period ended March 31, 2006 we granted 811,950 options to employees, directors and consultants to purchase common
stocks. The following table summarizes option activity for the three month period ended March 31, 2006:

Shares

Weighted
Average
Exercise

Price
Outstanding at January 1, 2006 6,498,187 7.56
Granted 811,950 1.43
Exercised (209,025) 1.97
Expired or forfeited (209,534) 2.35

Outstanding at March 31, 2006 6,891,578 7.16

Options exercisable at March 31, 2006 5,613,461
The following table summarizes our non-vested shares for the three month period ended March 31, 2006.

Shares
Outstanding at January 1, 2006 932,855
Granted 811,950
Vested (257,154)
Expired or forfeited (209,534)

Outstanding at March 31, 2006 1,278,117

As of March 31, 2006 there was approximately $792,000 of total unrecognized compensation expense related to non-vested stock options. This
expense is expected to be recognized over a weighted-average period of 1.63 years.

Until December 31, 2005, we elected to follow Accounting Principles Board Opinion No. 25 (or APB 25), �Accounting for Stock Issued to
Employees,� rather than the alternative method of accounting prescribed by SFAS 123, �Accounting for Stock-Based Compensation.� Under
APB 25, no compensation expense is recognized when the exercise price of our employee stock options equals the market price of the
underlying stock on the date of grant. The following table illustrates the effect on our net loss and net loss per share if Titan had applied the
provisions of SFAS 123 to estimate and recognize compensation expense for our stock-based employee compensation during the three month
period ended March 31, 2005.

($ thousands, except per share amounts)

Three months

ended March 31,

2005
Net loss, as reported $ (6,270)
Add: Stock-based employee compensation expense included in reported net loss 67
Deduct: Estimated stock-based employee compensation expense determined in accordance
with SFAS 123 for all stock option grants (447)

Pro forma net loss $ (6,650)

Basic and diluted net loss per share, as reported $ (0.20)
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Pro forma basic and diluted net loss per share $ (0.21)

The fair value of options was estimated at the date of grant using a Black-Scholes-Merton option-pricing model with the following assumptions
for the three month period ended March 31, 2005: weighted-average volatility factor of 0.70; no expected dividend payments; weighted-average
risk-free interest rate in effect of 4.0%; and a weighted-average expected life of 3.5 years. In the pro forma information for periods prior to 2006,
the Company accounted for forfeitures as they occurred.
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3. Net Loss Per Share

We calculated net loss per share using the weighted average common shares outstanding for the periods presented. For the periods ended
March 31, 2006 and 2005, the effect of an additional 7,113,978 and 7,190,282 shares, respectively, representing our authorized and issued
convertible preferred stock and options, were not included in the computation of diluted earnings per share because they are anti-dilutive.

4. Comprehensive Loss

Comprehensive loss is comprised of net loss and other comprehensive income or loss. The only component of other comprehensive income or
loss is unrealized gains and losses on our marketable securities. Comprehensive losses for the three month period ended March 31, 2006 and
2005 were $4.7 million and $6.3 million, respectively.

5. Stockholders� Equity

On September 28, 2005, we entered into a Standby Equity Distribution Agreement with Cornell Capital Partners. Under the agreement, we can
require Cornell Capital Partners to purchase up to $35.0 million of our common stock over a two year period following the effective date of a
registration statement covering the shares of the common stock to be sold to Cornell Capital Partners. We can make draw-downs under the
agreement in $2.0 million increments. At the closing of each draw-down (which will take place six days after our notification to Cornell Capital
Partners) we will issue to Cornell Capital Partners a number of shares of our common stock equal to the amount of the draw-down divided by
the lowest daily volume weighted average price of our common stock during the five trading days following the draw-down notice to Cornell
Capital Partners. In October 2005, we paid Cornell Capital Partners a one-time commitment fee equal to $140,000 in the form of 75,407 shares
of common stock, Monitor Capital, Inc. a one-time placement agent fee of $10,000 in the form of 5,386 shares of common stock and Yorkville
Advisors Management a structuring fee of $10,000. At each closing, we will pay 5% of the amount of the draw-down to Cornell Capital Partners
and $500 to Yorkville Advisors Management, the investment advisor to Cornell Capital Partners. We are not obligated to make any draw-downs
under the agreement, and will not pay any additional fees to Cornell Capital Partners if we do not do so. We may not request draw-downs if the
shares to be issued in connection with such draw-downs would result in Cornell Capital Partners owning more than 9.9% of our outstanding
common stock. We will not be able to issue more than 6,475,287 shares of our common stock in the aggregate to Cornell Capital Partners
pursuant to the Standby Equity Distribution Agreement unless we obtain stockholder approval prior to the issuance of such greater number of
shares. As of March 31, 2006, we had completed a total of five draw-downs under the Standby Equity Distribution Agreement selling a total of
3,050,435 shares of our common stock for gross proceeds of approximately $4.0 million. Net proceeds were approximately $3.8 million.

In February 2004, we filed a shelf registration statement with the Securities and Exchange Commission to sell up to $50 million of common or
preferred stock. Under this registration statement, shares may be sold periodically to provide additional funds for our operations. In March 2004,
we completed a sale of 3,075,000 shares of our common stock offered under the registration statement at a price of $5.00 per share, for gross
proceeds of approximately $15.4 million. Net proceeds were approximately $14.4 million. In March 2006, we completed a sale of 3,076,924
shares of our common stock offered under the registration statement at a price of $3.25 per share, for gross proceeds of approximately $10
million. Net proceeds were approximately $9.4 million.

Item 1A. Risk Factors

In addition to the other information set forth in this report, you should carefully consider the factors discussed in Part I, �Item 1A. Risk Factors� in
our Annual Report on Form 10-K for the year ended December 31, 2005, which could materially affect our business, financial condition or
future results. The risks described in our Annual Report on Form 10-K are not the only risks facing our Company. Additional risks and
uncertainties not currently known to us or that we currently deem to be immaterial also may materially adversely affect our business, financial
condition and/or operating results.
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Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion contains certain forward-looking statements, within the meaning of the �safe harbor� provisions of the Private
Securities Reform Act of 1995, the attainment of which involves various risks and uncertainties. Forward-looking statements may be identified
by the use of forward-looking terminology such as �may,� �will,� �expect,� �believe,� �estimate,� �plan,� �anticipate,� �continue,� or
similar terms, variations of those terms or the negative of those terms. Our actual results may differ materially from those described in these
forward-looking statements due to, among other factors, the results of ongoing research and development activities and pre-clinical testing, the
results of clinical trials and the availability of additional financing through corporate partnering arrangements or otherwise.

Probuphine®, Spheramine® and CCM� are trademarks of Titan Pharmaceuticals, Inc. This Form 10-Q also includes trade names and trademarks
of companies other than Titan Pharmaceuticals, Inc.

Overview

We are a biopharmaceutical company developing proprietary therapeutics for the treatment of central nervous system (CNS) disorders,
cardiovascular disease, bone disease and other disorders. Our product development programs focus primarily on large pharmaceutical markets
with significant unmet medical needs and commercial potential. We are focused primarily on clinical development of the following products:

� Probuphine: for the treatment of opioid dependence

� Iloperidone: for the treatment of schizophrenia and related psychotic disorders (partnered with Vanda Pharmaceuticals, Inc.)

� Spheramine: for the treatment of advanced Parkinson�s disease (partnered with Schering AG)

� DITPA: for the treatment of congestive heart failure and hyperlipidemia

� Gallium maltolate: for the treatment of bone related diseases, chronic bacterial infections and cancer
We are directly developing our product candidates and also utilizing corporate partnerships, including a collaboration with (i) Schering AG,
Germany (Schering) for the development of Spheramine to treat Parkinson�s disease and (ii) Vanda Pharmaceuticals for the development of
iloperidone for the treatment of schizophrenia and related psychotic disorders. We also utilize grants from government agencies to fund
development of our product candidates.

Our products are at various stages of development and may not be successfully developed or commercialized. We do not currently have any
products being commercially sold. Our proposed products will require significant further capital expenditures, development, testing, and
regulatory clearances prior to commercialization. We may experience unanticipated problems relating to product development and cannot
predict whether we will successfully develop and commercialize any products. For a full discussion of risks and uncertainties of our product
development, see �Risk Factors � Our products are at various stages of development and may not be successfully developed or commercialized� in
our 2005 Annual report on Form 10-K.

Results of Operations

Our net loss for the three month period ended March 31, 2006 was approximately $4.7 million, or $0.13 per share, compared to approximately
$6.3 million, or $0.19 per share, for the comparable period in 2005.

We had revenues from licensing agreements of approximately $1,000 during the three month period ended March 31, 2006 and $14,000 during
the comparable three month period of 2005.
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Research and development expenses for the three month period ended March 31, 2006 were approximately $3.7 million, compared to
approximately $5.2 million for the comparable period in 2005, a decrease of $1.5 million, or 29%. The decrease in research and development
was primarily associated with the conclusion of certain clinical study related activities in the first quarter of 2005 and cost reduction strategies
initiated during 2005 resulting in lower internal expenditures during the first quarter of 2006. External research and development expenses
include direct expenses such as clinical research organization charges, investigator and review board fees, patient expense reimbursements,
pre-clinical activities and contract manufacturing expenses. In the first quarter 2006, our external research and development expenses relating to
our core product development programs were approximately: $367,000 related to Probuphine, $598,000 related to DITPA, and $110,000 related
to gallium maltolate. Other research and development expenses include internal operating costs such as clinical research and development
personnel-related expenses, clinical trials related travel expenses, and allocation of facility and corporate costs. As a result of the risks and
uncertainties inherently associated with pharmaceutical research and development activities described elsewhere in this report, we are unable to
estimate the specific timing and future costs of our clinical development programs or the timing of material cash inflows, if any, from our
product candidates.
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General and administrative expenses for the three month period ended March 31, 2006 were approximately $1.1 million, compared to
approximately $1.3 million for the comparable period in 2005, a decrease of $0.2 million, or 15%. The decrease in general and administrative
expenses during the three month period ended March 31, 2006 was primarily related to a decrease in other general and administrative costs,
including professional fees.

Net other income for the three month period ended March 31, 2006 was approximately $114,000, compared to net other income of
approximately $151,000 in the comparable period in 2005. The decrease resulted primarily from a decrease in interest income resulting from
lower balances in cash and marketable securities.

Liquidity and Capital Resources

We have funded our operations since inception primarily through sales of our securities, as well as proceeds from warrant and option exercises,
corporate licensing and collaborative agreements, and government sponsored research grants. At March 31, 2006, we had approximately $22.5
million of cash, cash equivalents, and marketable securities compared to approximately $17.4 million at December 31, 2005.

Our operating activities used approximately $4.6 million during the three months ended March 31, 2006. This consisted primarily of the net loss
for the period of approximately $4.7 million offset in part by non-cash charges of approximately $106,000 related to depreciation, approximately
$312,000 related to the amortization of stock-based compensation expenses and approximately $0.4 million related to changes in prepaid
expenses, receivables, other assets, accounts payable and other accrued liabilities. Uses of cash in operating activities were primarily to fund
product development programs and administrative expenses. We have entered into various agreements with research institutions, universities,
and other entities for the performance of research and development activities and for the acquisition of licenses related to those activities. Certain
of the licenses require us to pay royalties on future product sales, if any. In adl;">Table of Contents

        

Pro formaNine months ended
September 30, Nine months

ended
September 30,

20172016 2017
        

(unaudited) (unaudited)
(dollars in thousands, except share and per share

data)
Revenue $ 85,757 $ 156,139 $ 209,105
Cost of revenue 21,946 38,907 56,099
       
Gross profit 63,811 117,232 153,006
Operating expenses:
Advertising and marketing 24,900 39,222 41,305
Sales 18,792 26,705 36,740
Technology and development 15,921 24,013 28,100
Legal 3,348 725 882
Regulatory 2,437 2,771 2,771
Acquisition and integration related costs          6,959 10,639 �
General and administrative 35,215 52,299 65,960
Depreciation and amortization 5,673 11,693 19,684
       
Loss from operations (49,434) (50,835) (42,436)
Loss on extinguishment of debt 8,454 1,457 �
Interest expense, net 1,707 9,678 27,102
       
Net loss before taxes (59,595) (61,970) (69,538)
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Income tax provision 360 429 499
       
Net loss $ (59,955) $ (62,399) (70,037)
       
Net loss per share, basic and diluted $ (1.46) $ (1.15) (1.29)
      
Weighted-average shares used to compute basic and diluted net loss per share 41,071,474 54,435,343 54,435,343
      
Consolidated balance sheets data:

        
As of December 31, As of

September 30,
20172015 2016

       
(unaudited)

(dollars in thousands)
Cash, cash equivalents and investments $ 137,348 $ 65,808 $ 172,877
Working capital 133,592 61,644 166,513
Total assets 229,737 303,670 880,924
Stockholders' equity 178,564 230,870 446,779
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Other data:

           

Year ended December 31,
Nine months ended

September 30,
(unaudited) 2014 2015 2016 2016 2017
          

(dollars in thousands, except visits and members data)
Visits 298,833 575,689 952,000 641,614 999,504
Members 8.1 million 12.2 million 17.5 million 17.1 million 22.6 million
EBITDA(1) $ (12,830) $ (50,922) $ (62,848) $ (52,215) $ (40,599)
Adjusted
EBITDA(1) $ (12,101) $ (47,296) $ (39,712) $ (31,715) $ (14,875)
          

(1)
To supplement our financial information presented in accordance with generally accepted accounting
principles in the United States, or U.S. GAAP, we use EBITDA and Adjusted EBITDA, which are
non-U.S. GAAP financial measures, to clarify and enhance an understanding of past performance.

EBITDA consists of net loss before interest, taxes, depreciation and amortization.

Adjusted EBITDA consists of net loss before interest, taxes, depreciation, amortization, stock-based
compensation, amortization of warrants and loss on extinguishment of debt and acquisition and integration
related costs related to mergers and acquisitions.

We believe that the presentation of these financial measures enhances an investor's understanding of our
financial performance, and that making such adjustments provides investors with both meaningful information
to understand our results of operations and the ability to analyze financial and business trends on a
period-to-period basis by excluding certain items that we believe are not representative of our core business.
We use these financial measures for business planning purposes and in measuring our performance relative to
that of our competitors. We utilize Adjusted EBITDA as the primary measure of our performance.

We believe both financial measures are commonly used by investors to evaluate our performance and that of
our competitors. However, neither EBITDA nor Adjusted EBITDA should be considered as an alternative to
net loss before taxes, net loss, loss per share or any other performance measures derived in accordance with
U.S. GAAP as measures of performance.

EBITDA and Adjusted EBITDA have important limitations as analytical tools and you should not consider
them in isolation or as substitutes for analysis of our results as reported under U.S. GAAP. Some of these
limitations are that:

�
EBITDA and Adjusted EBITDA do not reflect the significant interest expense on our debt; 

�
EBITDA and Adjusted EBITDA eliminate the impact of income taxes on our results of operations; 

�
Adjusted EBITDA does not reflect the significant non-cash stock compensation expense which should

Edgar Filing: TITAN PHARMACEUTICALS INC - Form 10-Q

Table of Contents 19



be viewed as a component of recurring operating costs; 

�
Adjusted EBITDA does not reflect the significant non-recurring charge associated with the
amortization of warrants and loss on extinguishment of debt; and 

�
Adjusted EBITDA does not reflect the significant acquisition and integration related costs related to
mergers and acquisitions.

In addition, although depreciation and amortization are non-cash charges, the assets being depreciated
and amortized will often have to be replaced in the future, and neither measures reflects any
expenditures for such replacements. Other companies in our industry may calculate EBITDA and
Adjusted EBITDA differently than we do, limiting the usefulness of EBITDA and Adjusted EBITDA
as comparative measures.

We compensate for these limitations by using EBITDA and Adjusted EBITDA along with other
comparative tools, together with U.S. GAAP measurements, to assist in the evaluation of operating
performance. Such U.S. GAAP measurements include gross profit, net loss, net loss per share and
other performance measures.

In evaluating these financial measures, you should be aware that in the future we may incur expenses
similar to those eliminated in this presentation. Our presentation of EBITDA and Adjusted EBITDA
should not be construed as an inference that our future results will be unaffected by unusual or
nonrecurring items.
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The following table reconciles net loss to EBITDA and Adjusted EBITDA for the periods presented:

            

Year ended December 31,
Nine months ended

September 30,
2014 2015 2016 2016 2017

           
Net loss $ (17,037) $ (58,020) $ (74,216) $ (59,955) $ (62,399)
Add:
Interest expense, net 1,499 2,199 2,588 1,707 9,678
Income tax provision 388 36 510 360 429
Depreciation expense 335 1,133 2,176 1,542 2,466
Amortization expense 1,985 3,730 6,094 4,131 9,227
            
EBITDA (12,830) (50,992) (62,848) (52,215) (40,599)
          
Stock-based compensation 533 3,075 7,723 5,087 13,628
Amortization of warrants and loss on extinguishment of
debt � � 8,454 8,454 1,457
Acquisition and integration related costs 196 551 6,959 6,959 10,639
          
Adjusted EBITDA $ (12,101) $ (47,366) $ (39,712) $ (31,715) (14,875)
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Risk factors

An investment in our common stock involves a high degree of risk. Before you decide whether to buy our common stock, you should consider
carefully the risks and uncertainties described in this prospectus supplement, the accompanying prospectus and the documents incorporated by
reference herein or therein, including risk factors described in our most recent Annual Report on Form 10-K, our most recent Quarterly Report
on Form 10-Q and any subsequent Quarterly Reports on Form 10-Q or Current Reports on Form 8-K we file after the date of this prospectus
supplement and before the termination of the offering of the common stock offered hereby. If any of the events contemplated should occur, our
business, financial condition, results of operations and cash flows could suffer significantly. As a result, the market price of our common stock
could decline, and you may lose all or part of the money you paid to buy our common stock.

Risks related to this offering and ownership of our common stock

After this offering, our executive officers, directors and principal stockholders, if they choose to act together, will continue to retain
significant voting power.

Upon the closing of this offering, our executive officers, directors and stockholders who owned more than 5% of our outstanding common stock
before this offering and their respective affiliates will, in the aggregate, hold shares representing approximately 51.2% of our outstanding
common stock. As a result, if these stockholders were to choose to act together, they would be able to control or significantly influence all
matters submitted to our stockholders for approval, as well as our management and affairs. For example, these persons, if they choose to act
together, would control or significantly influence the election of directors and approval of any merger, consolidation or sale of all or
substantially all of our assets. This concentration of ownership control may:

�
delay, defer or prevent a change in control;

�
entrench our management and our board of directors; or

�
impede a merger, consolidation, takeover or other business combination involving us that other stockholders may desire.

A significant portion of our total outstanding shares are eligible to be sold into the market in the near future, which could cause the market
price of our common stock to drop significantly, even if our business is doing well.

Sales of a substantial number of shares of our common stock in the public market, or the perception in the market that the holders of a large
number of shares intend to sell shares, could reduce the market price of our common stock. After this offering, we will have outstanding
60,299,355 shares of common stock, based on the number of shares outstanding as of November 21, 2017. This includes the shares that we and
the selling stockholders are selling in this offering, which may be resold in the public market immediately without restriction, unless purchased
by our affiliates or existing stockholders. Approximately 8.0% of our outstanding common stock will be restricted as a result of securities laws
or lock-up agreements but will become eligible to be sold at various times beginning 90 days after this offering. Moreover, holders of an
aggregate of approximately 5,858,974 shares of our common stock have rights, subject to specified conditions, to require us to file registration
statements covering their shares or to include their shares in registration statements that we may file for ourselves or other stockholders. We also
have registered all shares of common stock that we may issue under our equity compensation plans,
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and these shares can be freely sold in the public market upon issuance, subject to volume limitations applicable to affiliates and the lock-up
agreements described in the "Underwriting" section of this prospectus supplement.

The price of our common stock may be volatile and fluctuate substantially, which could result in substantial losses for purchasers of our
common stock in this offering.

Our stock price is likely to be volatile. The stock market has experienced extreme volatility that has often been unrelated to the operating
performance of particular companies. As a result of this volatility, you may not be able to sell your common stock at or above the price you paid
for such common stock. The market price for our common stock may be influenced by many factors, including, but not limited to:

�
our quarterly or annual earnings or those of other companies in our industry;

�
the public's reaction to our press releases, our other public announcements and our filings with the SEC;

�
the success of competitive products or technologies;

�
developments related to our existing or any future collaborations;

�
regulatory or legal developments in the United States and other countries;

�
developments or disputes concerning our intellectual property or other proprietary rights;

�
the recruitment or departure of key personnel;

�
actual or anticipated changes in, or failure to meet, estimates as to financial results, development timelines or recommendations by
securities analysts, or the failure of research analysts to cover our common stock;

�
variations in our operating or financial results or prospects or those of companies that are perceived to be similar to us;

�
changes in the structure of healthcare payment systems;

�
general economic, industry and market conditions;

�
our ability to successfully integrate acquisitions, joint ventures and investments and execute dispositions;

�
sales of common stock by us, our principal stockholders or members of our management team;

�
termination or expiration of lock-up agreements with our management team and principal stockholders;

�
the granting of restricted common stock, stock options and other equity awards;
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�
volume of trading in our common stock; and

�
the other factors described in this "Risk factors" section and in the section entitled "Risk Factors" in our most recent Annual Report on
Form 10-K, our most recent Quarterly Report on Form 10-Q and any subsequent Quarterly Reports on Form 10-Q or Current Reports
on Form 8-K.
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We have broad discretion in the use of the net proceeds from this offering and may not use them effectively.

Our management and board of directors will have broad discretion in the application of the net proceeds from this offering and could spend the
proceeds in ways that do not improve our results of operations or enhance the value of our common stock. You may not agree with our
decisions, and our use of the proceeds may not yield any return on your investment. We intend to use the net proceeds we receive from this
offering to prepay borrowings outstanding under our Term Loan Facility. We intend to use the remaining net proceeds, if any, for working
capital and general corporate purposes. The failure by our management to apply these funds effectively could result in financial losses that could
have a material adverse effect on our business, cause the price of our common stock to decline and/or delay the development of our new
applications and services. Pending their use, we may invest the net proceeds from this offering in a manner that does not produce income or that
loses value. You will not have the opportunity to influence our decision on how to use our net proceeds from this offering.
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Special note regarding forward-looking statements

Many statements made in this prospectus supplement, the accompanying prospectus and the documents that we incorporate by reference in each
that are not statements of historical fact, including statements about our beliefs and expectations, are forward-looking statements and should be
evaluated as such. Forward-looking statements include information concerning possible or assumed future results of operations, including
descriptions of our business plan and strategies. These statements often include words such as "anticipates," "believes," "suggests," "targets,"
"projects," "plans," "expects," "future," "intends," "estimates," "predicts," "potential," "may," "will," "should," "could," "would," "likely,"
"foresee," "forecast," "continue" and other similar words or phrases, as well as statements in the future tense to identify these forward-looking
statements. These forward-looking statements and projections are contained throughout this prospectus supplement, the accompanying
prospectus and the documents that we incorporate by reference in each. We base these forward-looking statements or projections on our current
expectations, plans and assumptions that we have made in light of our experience in the industry, as well as our perceptions of historical trends,
current conditions, expected future developments and other factors we believe are appropriate under the circumstances and at such time. As you
read and consider this prospectus supplement, the accompanying prospectus and the documents that we incorporate by reference in each, you
should understand that these statements are not guarantees of performance or results. The forward-looking statements and projections are subject
to and involve risks, uncertainties and assumptions and you should not place undue reliance on these forward-looking statements or projections.
Although we believe that these forward-looking statements and projections are based on reasonable assumptions at the time they are made, you
should be aware that many factors could affect our actual financial results or results of operations and could cause actual results to differ
materially from those expressed in the forward-looking statements and projections. Factors that may materially affect such forward-looking
statements and projections include, but are not limited to the following:

�
ongoing legal challenges to or new state actions against our business model;

�
our dependence on our relationships with affiliated professional entities;

�
evolving government regulations and our ability to stay abreast of new or modified laws and regulations that currently apply or
become applicable to our business;

�
our ability to operate in the heavily regulated healthcare industry;

�
our history of net losses and accumulated deficit;

�
the impact of recent healthcare reform legislation and other changes in the healthcare industry;

�
risk of the loss of any of our significant Clients;

�
risks associated with a decrease in the number of individuals offered benefits by our Clients or the number of products or services to
which they subscribe;

�
our ability to establish and maintain strategic relationships with third parties;

�
risks specifically related to our ability to operate in competitive international markets and comply with complex non-U.S. legal
requirements;

�
our ability to recruit and retain a network of qualified Providers;
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�
our ability to successfully integrate acquisitions, joint ventures and investments and execute dispositions;
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�
risk that the insurance we maintain may not fully cover all potential exposures;

�
rapid technological change in the telehealth market;

�
any statements of belief and any statements of assumptions underlying any of the foregoing;

�
other factors disclosed in this prospectus supplement, the accompanying prospectus and the documents that we incorporate by
reference in each; and

�
other factors beyond our control.

These cautionary statements should not be construed by you to be exhaustive and are made only as of the date of this prospectus supplement, the
accompanying prospectus or the documents that we incorporate by reference in each. We undertake no obligation to update or revise any
forward-looking statements, whether as a result of new information, future events or otherwise. You should evaluate all forward-looking
statements made in this prospectus supplement, the accompanying prospectus and the documents that we incorporate by reference in each in the
context of these risks and uncertainties.
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Use of proceeds

We estimate that our net proceeds from this offering will be approximately $               million (or $               million if the underwriters' option to
purchase additional shares is exercised in full), based on the public offering price of $              per share, after deducting the underwriting
discount and estimated offering expenses payable by us.

We intend to use the net proceeds received by us from this offering to prepay borrowings outstanding under our Term Loan Facility, which we
incurred in connection with our acquisition of Best Doctors. As of September 30, 2017, the principal amount of borrowings outstanding under
the Term Loan Facility was approximately $175 million. The interest rate is based on a fluctuating rate of interest measured by reference, at our
option, to either (i) a London inter-bank offered rate adjusted for statutory reserve requirements (subject to a 1.00% floor) plus an applicable
margin of 7.25% per annum or (ii) an alternate base rate (subject to a 2.00% floor) plus an applicable margin of 6.25% per annum. Prior to
July 14, 2018, prepayments are subject to a 3.00% prepayment premium on the aggregate principal amount being prepaid. As of September 30,
2017, accrued and unpaid interest on our borrowings under our Term Loan Facility was approximately $0.7 million. The Term Loan Facility
matures on July 24, 2022.

We intend to use the remainder of the net proceeds received by us from this offering, if any, for working capital and general corporate purposes.
Our management will have broad discretion to use any net proceeds not applied to the prepayment of outstanding indebtedness under our Term
Loan Facility. See "Risk factors�Risks related to this offering and ownership of our common stock�We have broad discretion in the use of the net
proceeds from this offering and may not use them effectively."

We will not receive any proceeds from the sale of shares of our common stock by the selling stockholders. For more information about the
selling stockholders, see "Selling stockholders."
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Capitalization

The following table sets forth our cash and cash equivalents and capitalization as of September 30, 2017:

�
on an actual basis; and

�
on an as adjusted basis to give effect to this offering as if it had occurred on September 30, 2017, assuming no exercise of the
underwriters' option to purchase additional shares, with any net proceeds not used to repay our Term Loan Facility reflected as cash
and cash equivalents.

This table should be read in conjunction with, and is qualified in its entirety by reference to, the section of this prospectus supplement entitled
"Use of proceeds" and the section entitled "Management's Discussion and Analysis of Financial Condition and Results of Operations" and our
consolidated financial statements and the related notes thereto included in applicable reports filed pursuant to the Exchange Act and incorporated
by reference in this prospectus supplement, including our Annual Report on Form 10-K for the year ended December 31, 2016, our Quarterly
Report on Form 10-Q for the quarterly period ended September 30, 2017 and any subsequent Quarterly Reports on Form 10-Q, which are
incorporated by reference in this prospectus supplement.

     
As of September 30, 2017
Actual As adjusted

      
(in thousands, except par value

and share data)
Cash and cash equivalents and short-term marketable securities(1) $ 172,877
     
Long-term debt:
Senior secured revolving credit facility $ � $ �
Term Loan Facility(1) 166,938 �
3.00% convertible senior notes due 2022 204,393 204,393
Stockholders' equity:
Common stock, $0.001 par value; 100,000,000 shares authorized, 56,908,305 shares issued and
outstanding, actual; 100,000,000 shares authorized, 60,158,305 shares issued and outstanding, as adjusted 57 60
Additional paid in capital 710,010
Accumulated deficit (267,194) (267,194)
Accumulated other comprehensive income 3,906 3,906
      
Total stockholders' equity 446,779
      
Total capitalization $ 818,110
      

(1)
Prior to July 14, 2018, prepayments are subject to a 3.00% prepayment premium on the aggregate principal
amount being prepaid. As of September 30, 2017, accrued and unpaid interest on our borrowings under our
Term Loan Facility was approximately $0.7 million.
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Selling stockholders

The following table sets forth information with respect to the current beneficial ownership of the selling stockholders, the number of shares of
common stock being offered by each selling stockholder hereby and information with respect to shares to be beneficially owned by each selling
stockholder after completion of this offering.

The number of shares and percentages of beneficial ownership set forth below are based on 57,049,355 shares of our common stock issued and
outstanding as of November 21, 2017 and 60,299,355 shares issued and outstanding upon consummation of this offering. Beneficial ownership
is determined under the SEC rules and regulations and generally includes voting or investment power over securities. Except as indicated in the
footnotes to this table, we believe that each stockholder identified in the table possesses sole voting and investment power over all shares of
equity securities shown as beneficially owned by the stockholder.

The information in the table below with respect to each selling stockholder has been obtained from such selling stockholder. When we refer to
the "selling stockholders" in this prospectus supplement, we mean the selling stockholders listed in the table below, as well as their respective
pledgees, donees, assignees, transferees and successors and others who may hold any of such selling stockholder's interest. The selling
stockholders may be deemed to be underwriters within the meaning of the Securities Act.

          
Shares beneficially

owned prior to
this offering

Shares beneficially
owned after this

offering
Shares to

be sold
in this

offeringName of selling stockholder Number Percent Number Percent
           
Entities affiliated with Trident
Capital(1) 3,692,226 6.5% 300,000 3,392,226 5.6%
Entities affiliated with Icon Ventures(2) 986,280 1.7% 400,000 586,280 1.0%
Jason Gorevic(3) 818,261 1.4% 100,000 718,261 1.2%
Mark Hirschhorn(4) 35,203 * 30,000 5,203 *
            

*
Represents less than 1% of the outstanding common stock.

(1)
Trident Capital Fund-VI, L.P., or Trident Fund VI, and Trident Capital Fund-VI Principals Fund, L.L.C., or
Trident Principals VI, are the record holders of 3,554,371 and 137,855 shares of common stock, respectively.
Trident Capital Management VI, L.L.C., or TCM VI, is the sole general partner of Trident Fund VI and the
sole managing member of Trident Principals VI. Messrs. Donald R. Dixon, Arneek Multani and John
Moragne are the managing members of TCM VI and exercise shared voting, investment and dispositive rights
with respect to the shares of common stock held by each of Trident Fund VI and Trident Principals VI. Each
of Messrs. Dixon, Multani and Moragne may be deemed a beneficial owner of the reported shares but
disclaims beneficial ownership of the shares identified in this footnote except as to his respective
proportionate pecuniary interest in such shares. The address for all entities and individuals affiliated with
TCM VI is c/o Trident Capital, Inc., 400 S. El Camino Real, Suite 300, San Mateo, CA 94402.

(2)
Icon Ventures II, L.P., or Icon II, Icon Ventures IV, L.P., or Icon IV, and Icon Ventures V, L.P., or Icon V,
are the record holders of 241,388, 246,453 and 492,891 shares of common stock, respectively. Messrs. Joseph
Horowitz and Thomas Mawhinney are the managing members of Icon Management Associates II, LLC, or
MA II, the general partner of Icon II, and Messrs. Joseph Horowitz, Thomas Mawhinney and Jeb Miller are
the managing members of Icon Management Associates IV, LLC, or MA IV, and Icon Management
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Associates V, LLC, or MA V, the general partner of Icon IV and Icon V, respectively. The managing
members of MA II, MA IV and MA V may be deemed to share voting and investment power with respect to
the shares of common stock held by Icon II, Icon IV and Icon V, respectively. The address for each of these
entities is 505 Hamilton Avenue, Suite 310, Palo Alto, CA 94301.

(3)
Jason Gorevic is our Chief Executive Officer. Number and percent of shares beneficially owned prior to and
after this offering does not include 629,907 shares that could be acquired within 60 days from the date hereof
through the exercise of stock options.

(4)
Mark Hirschhorn is our Chief Financial Officer and Chief Operating Officer. Number and percent of shares
beneficially owned prior to and after this offering does not include 88,783 shares that could be acquired within
60 days from the date hereof through the exercise of stock options.
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Material U.S. federal income tax consequences to Non-U.S. Holders

The following discussion is a summary of the material U.S. federal income tax consequences to Non-U.S. Holders (as defined below) of the
purchase, ownership and disposition of our common stock issued or sold pursuant to this offering, but does not purport to be a complete analysis
of all potential tax effects. The effects of other U.S. federal tax laws, such as estate and gift tax laws, and any applicable state, local or non-U.S.
tax laws are not discussed. This discussion is based on the U.S. Internal Revenue Code of 1986, as amended, or the Code, Treasury Regulations
promulgated thereunder, judicial decisions, and published rulings and administrative pronouncements of the U.S. Internal Revenue Service, or
the IRS, in each case in effect as of the date hereof. These authorities may change or be subject to differing interpretations. Any such change or
differing interpretation may be applied retroactively in a manner that could adversely affect a Non-U.S. Holder of our common stock. We have
not sought and will not seek any rulings from the IRS regarding the matters discussed below. There can be no assurance the IRS or a court will
not take a contrary position to that discussed below regarding the tax consequences of the purchase, ownership and disposition of our common
stock.

This discussion is limited to Non-U.S. Holders that hold our common stock as a "capital asset" within the meaning of Section 1221 of the Code
(generally, property held for investment). This discussion does not address all U.S. federal income tax consequences relevant to a Non-U.S.
Holder's particular circumstances, including the impact of the Medicare contribution tax on net investment income. In addition, it does not
address consequences relevant to Non-U.S. Holders subject to special rules, including, without limitation:

�
U.S. expatriates and former citizens or long-term residents of the United States;

�
persons subject to the alternative minimum tax;

�
persons holding our common stock as part of a hedge, straddle or other risk reduction strategy or as part of a conversion transaction or
other integrated investment;

�
banks, insurance companies and other financial institutions;

�
brokers, dealers or traders in securities;

�
"controlled foreign corporations," "passive foreign investment companies" and corporations that accumulate earnings to avoid U.S.
federal income tax;

�
partnerships or other entities or arrangements treated as partnerships for U.S. federal income tax purposes (and investors therein);

�
tax-exempt organizations or governmental organizations;

�
persons deemed to sell our common stock under the constructive sale provisions of the Code;

�
persons who hold or receive our common stock pursuant to the exercise of any employee stock option or otherwise as compensation;
and

�
tax-qualified retirement plans.

If an entity treated as a partnership for U.S. federal income tax purposes holds our common stock, the tax treatment of a partner in the
partnership will depend on the status of the partner, the activities of the partnership and certain determinations made at the partner level.
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common stock and the partners in such partnerships should consult their tax advisors regarding the U.S. federal income tax consequences to
them.

THIS DISCUSSION IS FOR INFORMATIONAL PURPOSES ONLY AND IS NOT TAX ADVICE. INVESTORS SHOULD
CONSULT THEIR TAX ADVISORS WITH RESPECT TO THE APPLICATION OF THE U.S. FEDERAL INCOME TAX LAWS
TO THEIR PARTICULAR SITUATIONS AS WELL AS ANY TAX CONSEQUENCES OF THE PURCHASE, OWNERSHIP AND
DISPOSITION OF OUR COMMON STOCK ARISING UNDER THE U.S. FEDERAL ESTATE OR GIFT TAX LAWS OR UNDER
THE LAWS OF ANY STATE, LOCAL OR NON-U.S. TAXING JURISDICTION OR UNDER ANY APPLICABLE INCOME TAX
TREATY.

Definition of a Non-U.S. Holder

For purposes of this discussion, a "Non-U.S. Holder" is any beneficial owner of our common stock that is neither a "U.S. person" nor an entity
treated as a partnership for U.S. federal income tax purposes. A U.S. person is any person that, for U.S. federal income tax purposes, is or is
treated as any of the following:

�
an individual who is a citizen or resident of the United States;

�
a corporation (or an entity treated as a corporation for U.S. federal income tax purposes) created or organized under the laws of the
United States, any state thereof, or the District of Columbia;

�
an estate, the income of which is subject to U.S. federal income tax regardless of its source; or

�
a trust that (1) is subject to the primary supervision of a U.S. court and the control of one or more "United States persons" (within the
meaning of Section 7701(a)(30) of the Code), or (2) has a valid election in effect to be treated as a United States person for U.S.
federal income tax purposes.

Distributions

We do not anticipate declaring or paying dividends to holders of our common stock in the foreseeable future. However, if we do make
distributions of cash or property on our common stock, such distributions will constitute dividends for U.S. federal income tax purposes to the
extent paid from our current or accumulated earnings and profits, as determined under U.S. federal income tax principles. Amounts not treated
as dividends for U.S. federal income tax purposes will constitute a return of capital and first be applied against and reduce a Non-U.S. Holder's
adjusted tax basis in its common stock, but not below zero. Any excess will be treated as capital gain and will be treated as described below
under "�Sale or other taxable disposition."

Subject to the discussion below on effectively connected income, backup withholding and FATCA (as defined below), dividends paid to a
Non-U.S. Holder of our common stock will be subject to U.S. federal withholding tax at a rate of 30% of the gross amount of the dividends (or
such lower rate specified by an applicable income tax treaty, provided the Non-U.S. Holder furnishes a valid IRS Form W-8BEN or IRS
Form W-8BEN-E, as applicable (or other applicable documentation), certifying qualification for the lower treaty rate). If a Non-U.S. Holder
holds the stock through a financial institution or other intermediary, the Non-U.S. Holder will be required to provide appropriate documentation
to the intermediary, which then will be required to provide certification to the applicable withholding agent, either directly or through other
intermediaries. A Non-U.S. Holder that does not timely furnish the required documentation, but that qualifies for a reduced treaty rate, may
obtain a refund of any excess amounts withheld by timely filing an appropriate claim for refund with the IRS. Non-U.S. Holders should consult
their tax advisors regarding their entitlement to benefits under any applicable income tax treaty.
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If dividends paid to a Non-U.S. Holder are effectively connected with the Non-U.S. Holder's conduct of a trade or business within the United
States (and, if required by an applicable income tax treaty, the Non-U.S. Holder maintains a permanent establishment or fixed base in the United
States to which such dividends are attributable), the Non-U.S. Holder will be exempt from the U.S. federal withholding tax described above. To
claim the exemption, the Non-U.S. Holder must furnish to the applicable withholding agent a valid IRS Form W-8ECI, certifying that the
dividends are effectively connected with the Non-U.S. Holder's conduct of a trade or business within the United States.

Any such effectively connected dividends generally will be subject to U.S. federal income tax on a net income basis at the regular graduated
rates. A Non-U.S. Holder that is a corporation also may be subject to a branch profits tax at a rate of 30% (or such lower rate specified by an
applicable income tax treaty) on such effectively connected dividends, as adjusted for certain items. Non-U.S. Holders should consult their tax
advisors regarding any applicable tax treaties that may provide for different rules.

Sale or other taxable disposition

Subject to the discussion of backup withholding and FATCA below, a Non-U.S. Holder will not be subject to U.S. federal income tax on any
gain realized upon the sale or other taxable disposition of our common stock unless:

�
the gain is effectively connected with the Non-U.S. Holder's conduct of a trade or business within the United States (and, if required
by an applicable income tax treaty, the Non-U.S. Holder maintains a permanent establishment or fixed base in the United States to
which such gain is attributable);

�
the Non-U.S. Holder is a nonresident alien individual present in the United States for 183 days or more during the taxable year of the
disposition and certain other requirements are met; or

�
our common stock constitutes a U.S. real property interest, or USRPI, by reason of our status as a U.S. real property holding
corporation, or USRPHC, for U.S. federal income tax purposes.

Gain described in the first bullet point above generally will be subject to U.S. federal income tax on a net income basis at the regular graduated
rates. A Non-U.S. Holder that is a corporation also may be subject to a branch profits tax at a rate of 30% (or such lower rate specified by an
applicable income tax treaty) on such effectively connected gain, as adjusted for certain items.

Gain described in the second bullet point above will be subject to U.S. federal income tax at a rate of 30% (or such lower rate specified by an
applicable income tax treaty), which may be offset by U.S. source capital losses of the Non-U.S. Holder (even though the individual is not
considered a resident of the United States), provided the Non-U.S. Holder has timely filed U.S. federal income tax returns with respect to such
losses.

With respect to the third bullet point above, we believe we currently are not, and do not anticipate becoming, a USRPHC. Because the
determination of whether we are a USRPHC depends, however, on the fair market value of our USRPIs relative to the fair market value of our
non-U.S. real property interests and our other business assets, there can be no assurance we currently are not a USRPHC or will not become one
in the future. Even if we are or were to become a USRPHC, gain arising from the sale or other taxable disposition by a Non-U.S. Holder of our
common stock will not be subject to U.S. federal income tax if our common stock is "regularly traded," as defined by applicable Treasury
Regulations, on an established securities market and such Non-U.S. Holder owned, actually or constructively, 5% or less of our
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common stock throughout the shorter of the five-year period ending on the date of the sale or other taxable disposition or the Non-U.S. Holder's
holding period.

Non-U.S. Holders should consult their tax advisors regarding potentially applicable income tax treaties that may provide for different rules.

Information reporting and backup withholding

Payments of dividends on our common stock will not be subject to backup withholding, provided the applicable withholding agent does not have
actual knowledge or reason to know the holder is a United States person and the holder either certifies its non-U.S. status, such as by furnishing
a valid IRS Form W-8BEN or W-8BEN-E, as applicable, or W-8ECI, or otherwise establishes an exemption. However, information returns are
required to be filed with the IRS in connection with any dividends on our common stock paid to the Non-U.S. Holder, regardless of whether any
tax was actually withheld. In addition, proceeds of the sale or other taxable disposition of our common stock within the United States or
conducted through certain U.S.-related brokers generally will not be subject to backup withholding or information reporting if the applicable
withholding agent receives the certification described above and does not have actual knowledge or reason to know that such holder is a United
States person, or the holder otherwise establishes an exemption. Proceeds of a disposition of our common stock conducted through a non-U.S.
office of a non-U.S. broker generally will not be subject to backup withholding or information reporting.

Copies of information returns that are filed with the IRS may also be made available under the provisions of an applicable treaty or agreement to
the tax authorities of the country in which the Non-U.S. Holder resides or is established.

Backup withholding is not an additional tax. Any amounts withheld under the backup withholding rules may be allowed as a refund or a credit
against a Non-U.S. Holder's U.S. federal income tax liability, provided the required information is timely furnished to the IRS.

Additional withholding tax on payments made to foreign accounts

Withholding taxes may be imposed under Sections 1471 to 1474 of the Code (such Sections commonly referred to as the Foreign Account Tax
Compliance Act, or FATCA) on certain types of payments made to non-U.S. financial institutions and certain other non-U.S. entities.
Specifically, a 30% withholding tax may be imposed on dividends on, or gross proceeds from the sale or other disposition of, our common stock
paid to a "foreign financial institution" or a "non-financial foreign entity" (each as defined in the Code), unless (1) the foreign financial
institution undertakes certain diligence and reporting obligations, (2) the non-financial foreign entity either certifies it does not have any
"substantial United States owners" (as defined in the Code) or furnishes identifying information regarding each substantial United States owner
or (3) the foreign financial institution or non-financial foreign entity otherwise qualifies for an exemption from these rules. If the payee is a
foreign financial institution and is subject to the diligence and reporting requirements in (1) above, it must enter into an agreement with the U.S.
Department of the Treasury requiring, among other things, that it undertake to identify accounts held by certain "specified United States
persons" or "United States-owned foreign entities" (each as defined in the Code), annually report certain information about such accounts and
withhold 30% on certain payments to non-compliant foreign financial institutions and certain other account holders. Foreign financial
institutions located in jurisdictions that have an intergovernmental agreement with the United States governing FATCA may be subject to
different rules.
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Under the applicable Treasury Regulations and IRS guidance, withholding under FATCA generally will apply to payments of dividends on our
common stock and, on or after January 1, 2019, to payments of gross proceeds from the sale or other disposition of such stock.

Prospective investors should consult their tax advisors regarding the potential application of withholding under FATCA to their investment in
our common stock.

THIS DISCUSSION IS FOR INFORMATIONAL PURPOSES ONLY AND IS NOT TAX ADVICE. INVESTORS SHOULD
CONSULT THEIR TAX ADVISORS WITH RESPECT TO THE APPLICATION OF THE U.S. FEDERAL INCOME TAX LAWS
TO THEIR PARTICULAR SITUATIONS AS WELL AS ANY TAX CONSEQUENCES OF THE PURCHASE, OWNERSHIP AND
DISPOSITION OF OUR COMMON STOCK ARISING UNDER THE U.S. FEDERAL ESTATE OR GIFT TAX LAWS OR UNDER
THE LAWS OF ANY STATE, LOCAL OR NON-U.S. TAXING JURISDICTION OR UNDER ANY APPLICABLE INCOME TAX
TREATY.

S-26

Edgar Filing: TITAN PHARMACEUTICALS INC - Form 10-Q

Table of Contents 38



Table of Contents

Underwriting

We and the selling stockholders are offering the shares of common stock described in this prospectus supplement through a number of
underwriters. J.P. Morgan Securities LLC, Jefferies LLC and Piper Jaffray & Co. are acting as joint book-running managers of the offering and
J.P. Morgan Securities LLC is acting as representative of the underwriters. We and the selling stockholders have entered into an underwriting
agreement with the representative, on behalf of the underwriters. Subject to the terms and conditions of the underwriting agreement, we and the
selling stockholders have agreed to sell to the underwriters, and each underwriter has severally agreed to purchase, at the public offering price
less the underwriting discounts and commissions set forth on the cover page of this prospectus supplement, the number of shares of common
stock listed next to its name in the following table:

   

Name
Number of

shares
   
J.P. Morgan Securities LLC
Jefferies LLC
Piper Jaffray & Co. 
William Blair & Company, L.L.C. 
    
Total 4,080,000
    
The underwriters are committed to purchase all the shares of common stock offered by us and the selling stockholders if they purchase any
shares. The underwriting agreement also provides that if an underwriter defaults, the purchase commitments of non-defaulting underwriters may
also be increased or the offering may be terminated.

The underwriters propose to offer the shares of common stock directly to the public at the public offering price set forth on the cover page of this
prospectus supplement and to certain dealers at that price less a concession not in excess of $              per share. After the initial offering of the
shares to the public, the offering price and other selling terms may be changed by the underwriters. Sales of shares made outside of the United
States may be made by affiliates of the underwriters.

The underwriters have an option to buy up to 612,000 additional shares of common stock from us. The underwriters have 30 days from the date
of this prospectus supplement to exercise this option to purchase additional shares. If any shares are purchased with this option to purchase
additional shares, the underwriters will purchase shares in approximately the same proportion as shown in the table above. If any additional
shares of common stock are purchased, the underwriters will offer the additional shares on the same terms as those on which the shares are being
offered.

The underwriting fee is equal to the public offering price per share of common stock less the amount paid by the underwriters to us and the
selling stockholders per share of common stock. The underwriting fee is $              per share. The following table shows the per share and total
underwriting discounts and
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commissions to be paid to the underwriters assuming both no exercise and full exercise of the underwriters' option to purchase additional shares.

     
Without

option
exercise

With full
option

exercise
     
Paid by us
Per Share
Total
      
We estimate that the total expenses of this offering, including registration, filing and listing fees, printing fees and legal and accounting
expenses, but excluding the underwriting discounts and commissions, will be approximately $              . We have also agreed to pay the filing
fees incident to, and the fees and disbursements of counsel for the underwriters in connection with, the required review by the Financial Industry
Regulatory Authority in connection with this offering in an amount not to exceed $30,000, as set forth in the underwriting agreement. The
underwriters have agreed to reimburse us for certain expenses in connection with this offering.

A prospectus in electronic format may be made available on the web sites maintained by one or more underwriters, or selling group members, if
any, participating in the offering. The underwriters may agree to allocate a number of shares to underwriters and selling group members for sale
to their online brokerage account holders. Internet distributions will be allocated by the representative to underwriters and selling group
members that may make Internet distributions on the same basis as other allocations.

We have agreed that we will not (i) offer, pledge, announce the intention to sell, sell, contract to sell, sell any option or contract to purchase,
purchase any option or contract to sell, grant any option, right or warrant to purchase or otherwise dispose of, directly or indirectly, or file with
the SEC a registration statement under the Securities Act relating to, any shares of our common stock or securities convertible into or
exchangeable or exercisable for any shares of our common stock, or publicly disclose the intention to make any offer, sale, pledge, disposition or
filing, or (ii) enter into any swap or other arrangement that transfers all or a portion of the economic consequences associated with the ownership
of any shares of common stock or any such other securities (regardless of whether any of these transactions are to be settled by the delivery of
shares of common stock or such other securities, in cash or otherwise), in each case without the prior written consent of J.P. Morgan
Securities LLC, for a period of 90 days after the date of this prospectus supplement.

Our directors, certain of our executive officers and the selling stockholders have entered into lock-up agreements with the underwriters prior to
the commencement of this offering pursuant to which each of these persons or entities has agreed, subject to limited exceptions, for a period of
90 days after the date of this prospectus supplement, not to, without the prior written consent of J.P. Morgan Securities LLC, (1) offer, pledge,
announce the intention to sell, sell, contract to sell, sell any option or contract to purchase, purchase any option or contract to sell, grant any
option, right or warrant to purchase or otherwise transfer or dispose of, directly or indirectly, any shares of our common stock or any securities
convertible into or exercisable or exchangeable for our common stock (including, without limitation, common stock or such other securities
which may be deemed to be beneficially owned by such directors or executive officers in accordance with the rules and regulations of the SEC
and securities which may be issued upon exercise of a stock option or warrant) or (2) enter into any swap or other agreement that transfers, in
whole or in part, any of the economic consequences of ownership of the common stock or
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such other securities, whether any such transaction described in clause (1) or (2) above is to be settled by delivery of common stock or such
other securities, in cash or otherwise, or (3) make any demand for or exercise any right with respect to the registration of any shares of our
common stock or any security convertible into or exercisable or exchangeable for our common stock.

We and the selling stockholders have agreed to indemnify the underwriters against certain liabilities, including liabilities under the Securities
Act.

Our common stock is listed on the NYSE under the symbol "TDOC."

In connection with this offering, the underwriters may engage in stabilizing transactions, which involves making bids for, purchasing and selling
shares of common stock in the open market for the purpose of preventing or retarding a decline in the market price of the common stock while
this offering is in progress. These stabilizing transactions may include making short sales of the common stock, which involves the sale by the
underwriters of a greater number of shares of common stock than they are required to purchase in this offering, and purchasing shares of
common stock on the open market to cover positions created by short sales. Short sales may be "covered" shorts, which are short positions in an
amount not greater than the underwriters' option to purchase additional shares referred to above, or may be "naked" shorts, which are short
positions in excess of that amount. The underwriters may close out any covered short position either by exercising their option to purchase
additional shares, in whole or in part, or by purchasing shares in the open market. In making this determination, the underwriters will consider,
among other things, the price of shares available for purchase in the open market compared to the price at which the underwriters may purchase
shares through the option to purchase additional shares. A naked short position is more likely to be created if the underwriters are concerned that
there may be downward pressure on the price of the common stock in the open market that could adversely affect investors who purchase in this
offering. To the extent that the underwriters create a naked short position, they will purchase shares in the open market to cover the position.

The underwriters have advised us that, pursuant to Regulation M of the Securities Act, they may also engage in other activities that stabilize,
maintain or otherwise affect the price of the common stock, including the imposition of penalty bids. This means that if the representative of the
underwriters purchases common stock in the open market in stabilizing transactions or to cover short sales, the representative can require the
underwriters that sold those shares as part of this offering to repay the underwriting discount received by them.

These activities may have the effect of raising or maintaining the market price of the common stock or preventing or retarding a decline in the
market price of the common stock, and, as a result, the price of the common stock may be higher than the price that otherwise might exist in the
open market. If the underwriters commence these activities, they may discontinue them at any time. The underwriters may carry out these
transactions on the NYSE, in the over-the-counter market or otherwise.

Other than in the United States, no action has been taken by us or the underwriters that would permit a public offering of the securities offered
by this prospectus supplement in any jurisdiction where action for that purpose is required. The securities offered by this prospectus supplement
may not be offered or sold, directly or indirectly, nor may this prospectus supplement or any other offering material or advertisements in
connection with the offer and sale of any such securities be distributed or published in any jurisdiction, except under circumstances that will
result in compliance with the applicable rules and regulations of that jurisdiction. Persons into whose possession this prospectus supplement
comes are advised to inform themselves about and to observe any restrictions relating to the offering and the distribution of this
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prospectus supplement. This prospectus supplement does not constitute an offer to sell or a solicitation of an offer to buy any securities offered
by this prospectus supplement in any jurisdiction in which such an offer or a solicitation is unlawful.

Certain of the underwriters and their affiliates have provided in the past to us, our affiliates and the selling stockholders, and may provide from
time to time in the future, certain commercial banking, financial advisory, investment banking and other services for us, our affiliates and the
selling stockholders in the ordinary course of their business, for which they have received and may continue to receive customary fees and
commissions. In addition, from time to time, certain of the underwriters and their affiliates may effect transactions for their own account or the
account of customers, and hold on behalf of themselves or their customers, long or short positions in our debt or equity securities or loans, and
may do so in the future. The underwriters of this offering, other than Jefferies LLC and Piper Jaffray & Co., were the underwriters of our initial
public offering. Piper Jaffray & Co. advised us in connection with our acquisitions of HealthiestYou and Best Doctors. In addition, in connection
with our acquisition of Best Doctors, Jefferies LLC acted as sole book-running manager for the offering of our 3.00% convertible senior notes
due 2022 and an affiliate of Jefferies LLC acted as sole lead arranger and bookrunner for our Term Loan Facility. An affiliate of Jefferies LLC is
administrative agent and collateral agent for our Term Loan Facility. An affiliate of Jefferies LLC is a lender under our senior secured revolving
credit facility.

Notice to prospective investors in the European Economic Area

In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive (each, a "Relevant Member
State"), with effect from and including the date on which the Prospectus Directive is implemented in that Relevant Member State, no offer of
shares of common stock may be made to the public in that Relevant Member State other than:

A.
to any legal entity which is a qualified investor as defined in the Prospectus Directive;

B.
to fewer than 150 natural or legal persons (other than qualified investors as defined in the Prospectus Directive), subject to obtaining
the prior consent of the underwriters; or

C.
in any other circumstances falling within Article 3(2) of the Prospectus Directive,

provided that no such offer of shares of common stock shall require the Company or any underwriter to publish a prospectus pursuant to
Article 3 of the Prospectus Directive or supplement a prospectus pursuant to Article 16 of the Prospectus Directive and each person who initially
acquires any shares of common stock or to whom any offer is made will be deemed to have represented, acknowledged and agreed to and with
each of the underwriters and the Company that it is a "qualified investor" within the meaning of the law in that Relevant Member State
implementing Article 2(1)(e) of the Prospectus Directive.

In the case of any shares of common stock being offered to a financial intermediary as that term is used in Article 3(2) of the Prospectus
Directive, each such financial intermediary will be deemed to have represented, acknowledged and agreed that the shares of common stock
acquired by it in the offer have not been acquired on a non-discretionary basis on behalf of, nor have they been acquired with a view to their
offer or resale to, persons in circumstances which may give rise to an offer of any shares of common stock to the public other than their offer or
resale in a Relevant Member State to qualified investors as so defined or in circumstances in which the prior consent of the representative has
been obtained to each such proposed offer or resale.
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For the purposes of this provision, the expression an "offer of shares of common stock to the public" in relation to any shares of common stock
in any Relevant Member State means the communication in any form and by means of sufficient information on the terms of the offer and the
shares of common stock to be offered so as to enable an investor to decide to purchase shares of common stock, as the same may be varied in
that Member State by any measure implementing the Prospectus Directive in that Member State, the expression "Prospectus Directive" means
Directive 2003/71/EC (as amended, including by Directive 2010/73/EU), and includes any relevant implementing measure in the Relevant
Member State.

Notice to prospective investors in the United Kingdom

In addition, in the United Kingdom, this document is being distributed only to, and is directed only at, and any offer subsequently made may
only be directed at persons who are "qualified investors" (as defined in the Prospectus Directive) (i) who have professional experience in matters
relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as
amended (the "Order") and/or (ii) who are high net worth companies (or persons to whom it may otherwise be lawfully communicated) falling
within Article 49(2)(a) to (d) of the Order (all such persons together being referred to as "relevant persons") or otherwise in circumstances which
have not resulted and will not result in an offer to the public of the shares of common stock in the United Kingdom within the meaning of the
Financial Services and Markets Act 2000.

Any person in the United Kingdom that is not a relevant person should not act or rely on the information included in this document or use it as
basis for taking any action. In the United Kingdom, any investment or investment activity that this document relates to may be made or taken
exclusively by relevant persons.

Notice to prospective investors in Canada

The shares of common stock may be sold only to purchasers purchasing, or deemed to be purchasing, as principal that are accredited investors,
as defined in National Instrument 45-106 Prospectus Exemptions or subsection 73.3(1) of the Securities Act (Ontario), and are permitted clients,
as defined in National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations. Any resale of the shares
of common stock must be made in accordance with an exemption from, or in a transaction not subject to, the prospectus requirements of
applicable securities laws.

Securities legislation in certain provinces or territories of Canada may provide a purchaser with remedies for rescission or damages if this
prospectus (including any amendment thereto) contains a misrepresentation, provided that the remedies for rescission or damages are exercised
by the purchaser within the time limit prescribed by the securities legislation of the purchaser's province or territory. The purchaser should refer
to any applicable provisions of the securities legislation of the purchaser's province or territory for particulars of these rights or consult with a
legal advisor.

Pursuant to section 3A.3 of National Instrument 33-105 Underwriting Conflicts (NI 33-105), the underwriters are not required to comply with
the disclosure requirements of NI 33-105 regarding underwriter conflicts of interest in connection with this offering.

Notice to prospective investors in Switzerland

The shares of common stock may not be publicly offered in Switzerland and will not be listed on the SIX Swiss Exchange (the "SIX") or on any
other stock exchange or regulated trading facility in Switzerland. This document does not constitute a prospectus within the meaning of, and has
been prepared without regard
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to the disclosure standards for issuance prospectuses under art. 652a or art. 1156 of the Swiss Code of Obligations or the disclosure standards for
listing prospectuses under art. 27 ff. of the SIX Listing Rules or the listing rules of any other stock exchange or regulated trading facility in
Switzerland. Neither this document nor any other offering or marketing material relating to the shares of common stock or the offering may be
publicly distributed or otherwise made publicly available in Switzerland.

Neither this document nor any other offering or marketing material relating to the offering, the Company or the shares of common stock has
been or will be filed with or approved by any Swiss regulatory authority. In particular, this document will not be filed with, and the offer of
shares of common stock will not be supervised by, the Swiss Financial Market Supervisory Authority, and the offer of shares of common stock
has not been and will not be authorized under the Swiss Federal Act on Collective Investment Schemes (the "CISA"). The investor protection
afforded to acquirers of interests in collective investment schemes under the CISA does not extend to acquirers of shares of common stock.

Notice to prospective investors in Hong Kong

The shares of common stock have not been offered or sold and will not be offered or sold in Hong Kong, by means of any document, other than
(a) to "professional investors" as defined in the Securities and Futures Ordinance (Cap. 571) of Hong Kong and any rules made under that
Ordinance; or (b) in other circumstances which do not result in the document being a "prospectus" as defined in the Companies (Winding Up
and Miscellaneous Provisions) Ordinance (Cap. 32) of Hong Kong or which do not constitute an offer to the public within the meaning of that
Ordinance. No advertisement, invitation or document relating to the shares of common stock has been or may be issued or has been or may be in
the possession of any person for the purposes of issue, whether in Hong Kong or elsewhere, which is directed at, or the contents of which are
likely to be accessed or read by, the public of Hong Kong (except if permitted to do so under the securities laws of Hong Kong) other than with
respect to shares of common stock which are or are intended to be disposed of only to persons outside Hong Kong or only to "professional
investors" as defined in the Securities and Futures Ordinance and any rules made under that Ordinance.

Notice to prospective investors in Singapore

This prospectus has not been registered as a prospectus with the Monetary Authority of Singapore. Accordingly, this prospectus and any other
document or material in connection with the offer or sale, or invitation for subscription or purchase, of shares of common stock may not be
circulated or distributed, nor may the shares of common stock be offered or sold, or be made the subject of an invitation for subscription or
purchase, whether directly or indirectly, to persons in Singapore other than (i) to an institutional investor under Section 274 of the Securities and
Futures Act, Chapter 289 of Singapore (the "SFA"), (ii) to a relevant person pursuant to Section 275(1), or any person pursuant to
Section 275(1A), and in accordance with the conditions specified in Section 275 of the SFA, or (iii) otherwise pursuant to, and in accordance
with the conditions of, any other applicable provision of the SFA.

Where the shares of common stock are subscribed or purchased under Section 275 of the SFA by a relevant person which is:

(a)
a corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the sole business of which is to hold
investments and the entire share capital of which is owned by one or more individuals, each of whom is an accredited investor; or
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(b)
a trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments and each beneficiary of the trust is an
individual who is an accredited investor,

securities (as defined in Section 239(1) of the SFA) of that corporation or the beneficiaries' rights and interest (howsoever described) in that trust
shall not be transferred within six months after that corporation or that trust has acquired the shares of common stock pursuant to an offer made
under Section 275 of the SFA except:

(a)
to an institutional investor or to a relevant person defined in Section 275(2) of the SFA, or to any person arising from an offer referred
to in Section 275(1A) or Section 276(4)(i)(B) of the SFA;

(b)
where no consideration is or will be given for the transfer;

(c)
where the transfer is by operation of law;

(d)
as specified in Section 276(7) of the SFA; or

(e)
as specified in Regulation 32 of the Securities and Futures (Offers of Investments) (Shares and Debentures) Regulations 2005 of
Singapore
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Legal matters

The validity of the shares of common stock offered by this prospectus supplement will be passed upon for us by Latham & Watkins LLP,
Washington, District of Columbia. Certain legal matters relating to this offering will be passed upon for the underwriters by Weil, Gotshal &
Manges LLP, New York, New York.

Experts

The consolidated financial statements of Teladoc, Inc. appearing in Teladoc, Inc.'s Annual Report on Form 10-K for the year ended
December 31, 2016, including the schedule appearing therein, have been audited by Ernst & Young LLP, independent registered public
accounting firm, as set forth in their report thereon included therein, and incorporated herein by reference. Such consolidated financial
statements are, and audited consolidated financial statements to be included in subsequently filed documents will be, incorporated herein in
reliance upon the reports of Ernst & Young LLP pertaining to such consolidated financial statements (to the extent covered by consents filed
with the SEC) given on the authority of the firm as experts in accounting and auditing

The consolidated financial statements of Best Doctors Holdings, Inc. as of December 31, 2016 and 2015, and for each of the years in the
year-year period ended December 31, 2016, appearing in Teladoc, Inc.'s Current Report on Form 8-K/A filed with the SEC on August 3, 2017,
have been audited by KPMG LLP, independent registered public accounting firm, as set forth in their report thereon included therein, and
incorporated herein by reference. Such financial statements are incorporated herein in reliance upon the report of KPMG LLP and upon the
authority of such firm as experts in accounting and auditing.

Where you can find more information; Incorporation by reference

Available information

We file reports, proxy statements and other information with the SEC. Information filed with the SEC by us can be inspected and copied at the
Public Reference Room maintained by the SEC at 100 F Street, N.E., Washington, D.C. 20549. You may also obtain copies of this information
by mail from the Public Reference Room of the SEC at prescribed rates. Further information on the operation of the SEC's Public Reference
Room in Washington, D.C. can be obtained by calling the SEC at 1-800-SEC-0330. The SEC also maintains a website that contains reports,
proxy and information statements and other information about issuers, such as us, who file electronically with the SEC. The address of that
website is www.sec.gov.

Our website address is www.teladoc.com. The information on our website, however, is not, and should not be deemed to be, a part of this
prospectus supplement.

This prospectus supplement and the accompanying prospectus are part of a registration statement that we filed with the SEC and do not contain
all of the information in the registration statement. The full registration statement may be obtained from the SEC or us, as provided below.
Copies of our amended and restated certificate of incorporation and our amended and restated bylaws, which set forth the terms of our common
stock, are filed as exhibits to the registration statement. Statements in this prospectus supplement and the accompanying prospectus about these
documents are summaries and each statement is qualified in all respects by reference to the document to which it refers. You should refer to the
actual documents for a more complete description of the relevant matters. You may inspect a copy of the registration statement at the SEC's
Public Reference Room in Washington, D.C. or through the SEC's website, as provided above.
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Incorporation by reference

The SEC's rules allow us to "incorporate by reference" information into this prospectus supplement and the accompanying prospectus, which
means that we can disclose important information to you by referring you to another document filed separately with the SEC. The information
incorporated by reference is deemed to be part of this prospectus supplement and the accompanying prospectus, and subsequent information that
we file with the SEC will automatically update and supersede that information. Any statement contained in a previously filed document
incorporated by reference will be deemed to be modified or superseded for purposes of this prospectus supplement and the accompanying
prospectus to the extent that a statement contained in this prospectus supplement or the accompanying prospectus modifies or replaces that
statement.

We incorporate by reference our documents listed below and any future filings made by us with the SEC under Sections 13(a), 13(e), 14 or 15(d)
of the Exchange Act between the date of this prospectus supplement and the termination of the offering of the shares of common stock described
in this prospectus supplement. We are not, however, incorporating by reference any documents or portions thereof, whether specifically listed
below or filed in the future, that are not deemed "filed" with the SEC, including our Compensation Committee report and performance graph or
any information furnished pursuant to Items 2.02 or 7.01 of Form 8-K or related exhibits furnished pursuant to Item 9.01 of Form 8-K.

This prospectus supplement and the accompanying prospectus incorporate by reference the documents set forth below that have previously been
filed with the SEC:

�
Our Annual Report on Form 10-K for the year ended December 31, 2016, filed with the SEC on March 1, 2017 (as amended by the
Form 10-K/A filed with the SEC on July 28, 2017).

�
Our Quarterly Reports on Form 10-Q for the quarterly periods ended March 31, 2017, June 30, 2017 and September 30, 2017, filed
with the SEC on May 8, 2017, August 2, 2017 and November 1, 2017, respectively.

�
Our Definitive Proxy Statement on Schedule 14A, filed with the SEC on April 6, 2017.

�
Our Current Reports on Form 8-K, filed with the SEC on January 24, 2017, March 2, 2017, May 31, 2017, June 20, 2017, June 21,
2017, June 22, 2017, June 29, 2017, July 18, 2017 (as amended by the Form 8-K/A filed with the SEC on August 3, 2017),
September 21, 2017, November 6, 2017 and November 28, 2017.

�
The description of our Common Stock contained in our Registration Statement on Form 8-A (File No. 001-37477), filed with the SEC
on June 26, 2015, and any amendment or report filed with the SEC for the purpose of updating the description.

You may obtain any of the documents incorporated by reference in this prospectus supplement and the accompanying prospectus on the SEC's
website at http://www.sec.gov or request a copy of any or all of the documents referred to above which have been incorporated by reference at
no cost to the requester by writing or telephoning us at the following address:

Teladoc, Inc.
2 Manhattanville Road, Suite 203

Purchase, New York 10577
(203) 635-2002

Exhibits to the filings will not be sent, however, unless those exhibits have specifically been incorporated by reference in this prospectus
supplement and the accompanying prospectus.
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PROSPECTUS

Teladoc, Inc.

$175,000,000

Common Stock

1,200,000 Shares

Common Stock

Offered by the Selling Stockholders

        We may offer and sell up to $175,000,000 in the aggregate of shares of our common stock identified above, and the selling stockholders
may offer and sell up to 1,200,000 shares in the aggregate of common stock identified above, in each case from time to time in one or more
offerings. This prospectus provides you with a general description of our common stock. We will not receive any proceeds from the sale of our
common stock by the selling stockholders.

        Each time we or any of the selling stockholders offer and sell shares of common stock, we or such selling stockholders will provide a
supplement to this prospectus that contains specific information about the offering and, if applicable, the selling stockholders, as well as the
amounts and prices of the common stock. The supplement may also add, update or change information contained in this prospectus with respect
to that offering. You should carefully read this prospectus and the applicable prospectus supplement before you invest in our common stock.

        We may offer and sell the common stock described in this prospectus and any prospectus supplement to or through one or more
underwriters, dealers and agents, or directly to purchasers, or through a combination of these methods. In addition, the selling stockholders may
offer and sell shares of our common stock from time to time, together or separately. If any underwriters, dealers or agents are involved in the
sale of our common stock, their names and any applicable purchase price, fee, commission or discount arrangement between or among them will
be set forth, or will be calculable from the information set forth, in the applicable prospectus supplement. See the sections of this prospectus
entitled "About this Prospectus" and "Plan of Distribution" for more information. No shares of our common stock may be sold without delivery
of this prospectus and the applicable prospectus supplement describing the method and terms of the offering of such shares of common stock.

INVESTING IN OUR COMMON STOCK INVOLVES RISKS. SEE THE "RISK FACTORS"
SECTION ON PAGE 6 OF THIS PROSPECTUS AND ANY SIMILAR SECTION CONTAINED IN THE
APPLICABLE PROSPECTUS SUPPLEMENT CONCERNING FACTORS YOU SHOULD CONSIDER
BEFORE INVESTING IN OUR COMMON STOCK.

        Our common stock is listed on the New York Stock Exchange under the symbol "TDOC." On November 27, 2017, the last reported sale
price of our common stock on the New York Stock Exchange was $36.75 per share.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these
securities or passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a criminal offense.
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 ABOUT THIS PROSPECTUS

        This prospectus is part of a registration statement that we filed with the U.S. Securities and Exchange Commission, or the SEC, using a
"shelf" registration process as a "well-known seasoned issuer" as defined in Rule 405 under the Securities Act of 1933, as amended, which we
refer to as the Securities Act in this prospectus. By using a shelf registration statement, we may sell shares of our common stock from time to
time and in one or more offerings up to a total dollar amount of $175,000,000 and the selling stockholders to be named in a supplement to this
prospectus may sell up to 1,200,000 shares of our common stock from time to time and in one or more offerings as described in this prospectus.
Each time that we or the selling stockholders offer and sell shares of common stock, we or the selling stockholders will provide a prospectus
supplement to this prospectus that contains specific information about the shares of common stock being offered and sold and the specific terms
of that offering. We may also authorize one or more free writing prospectuses to be provided to you that may contain material information
relating to these offerings. The prospectus supplement may also add, update or change information contained in this prospectus with respect to
that offering. If there is any inconsistency between the information in this prospectus and the applicable prospectus supplement, you should rely
on the prospectus supplement. Before purchasing any shares of our common stock, you should carefully read both this prospectus and the
applicable prospectus supplement, together with the additional information described under the heading "Where You Can Find More
Information; Incorporation by Reference."

        Neither we, nor the selling stockholders, have authorized anyone to provide you with any information or to make any representations other
than those contained in this prospectus, any applicable prospectus supplement or any free writing prospectuses prepared by or on behalf of us or
to which we have referred you. We and the selling stockholders take no responsibility for, and can provide no assurance as to the reliability of,
any other information that others may give you. We and the selling stockholders will not make an offer to sell these shares of common stock in
any jurisdiction where the offer or sale is not permitted. You should assume that the information appearing in this prospectus and the applicable
prospectus supplement to this prospectus is accurate as of the date on its respective cover, and that any information incorporated by reference is
accurate only as of the date of the document incorporated by reference, unless we indicate otherwise. Our business, financial condition, results of
operations and prospects may have changed since those dates. This prospectus incorporates by reference, and any prospectus supplement or free
writing prospectus may contain and incorporate by reference, market data and industry statistics and forecasts that are based on independent
industry publications and other publicly available information. Although we believe these sources are reliable, we do not guarantee the accuracy
or completeness of this information and we have not independently verified this information. Although we are not aware of any misstatements
regarding the market and industry data presented in this prospectus and the documents incorporated herein by reference, these estimates involve
risks and uncertainties and are subject to change based on various factors, including those discussed under the heading "Risk Factors" contained
in this prospectus, the applicable prospectus supplement and any related free writing prospectus, and under similar headings in other documents
that are incorporated by reference into this prospectus. Accordingly, investors should not place undue reliance on this information.

        When we refer to "Teladoc," "we," "our," "us," "our company" and the "Company" in this prospectus, we mean Teladoc, Inc. and its
consolidated subsidiaries, unless otherwise specified.

        We own or otherwise have rights to the trademarks and service marks, including those mentioned in this prospectus, used in conjunction
with the marketing and sale of our products and services. This prospectus includes trademarks, such as Teladoc, HealthiestYou and Best
Doctors, which are protected under applicable intellectual property laws and are our property and the property of our subsidiaries. This
prospectus also contains trademarks, service marks, copyrights and trade names of other companies, which are the property of their respective
owners. We do not intend our use or display of
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other companies' trademarks, copyrights or trade names to imply a relationship with, or endorsement or sponsorship of us by any other
companies. Solely for convenience, our trademarks and trade names referred to in this prospectus may appear without the ® or � symbols, but
such references are not intended to indicate, in any way, that we will not assert, to the fullest extent under applicable law, our rights or the right
of the applicable licensor to these trademarks and trade names.

2
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 WHERE YOU CAN FIND MORE INFORMATION; INCORPORATION BY REFERENCE

Available Information

        We file reports, proxy statements and other information with the SEC. Information filed with the SEC by us can be inspected and copied at
the Public Reference Room maintained by the SEC at 100 F Street, N.E., Washington, D.C. 20549. You may also obtain copies of this
information by mail from the Public Reference Room of the SEC at prescribed rates. Further information on the operation of the SEC's Public
Reference Room in Washington, D.C. can be obtained by calling the SEC at 1-800-SEC-0330. The SEC also maintains a website that contains
reports, proxy and information statements and other information about issuers, such as us, who file electronically with the SEC. The address of
that website is www.sec.gov.

        Our website address is www.teladoc.com. The information on our website, however, is not, and should not be deemed to be, a part of this
prospectus.

        This prospectus and any prospectus supplement are part of a registration statement that we filed with the SEC and do not contain all of the
information in the registration statement. The full registration statement may be obtained from the SEC or us, as provided below. Statements in
this prospectus or any prospectus supplement about these documents are summaries and each statement is qualified in all respects by reference
to the document to which it refers. You should refer to the actual documents for a more complete description of the relevant matters. You may
inspect a copy of the registration statement at the SEC's Public Reference Room in Washington, D.C. or through the SEC's website, as provided
above.

Incorporation by Reference

        The SEC's rules allow us to "incorporate by reference" information into this prospectus, which means that we can disclose important
information to you by referring you to another document filed separately with the SEC. The information incorporated by reference is deemed to
be part of this prospectus, and subsequent information that we file with the SEC will automatically update and supersede that information. Any
statement contained in a previously filed document incorporated by reference will be deemed to be modified or superseded for purposes of this
prospectus to the extent that a statement contained in this prospectus modifies or replaces that statement.

        We incorporate by reference our documents listed below and any future filings made by us with the SEC under Sections 13(a), 13(e), 14 or
15(d) of the Securities Exchange Act of 1934, as amended, which we refer to as the Exchange Act in this prospectus, between the date of this
prospectus and the termination of the offering of the shares of common stock described in this prospectus. We are not, however, incorporating
by reference any documents or portions thereof, whether specifically listed below or filed in the future, that are not deemed "filed" with the SEC,
including our Compensation Committee report and performance graph or any information furnished pursuant to Items 2.02 or 7.01 of Form 8-K
or related exhibits furnished pursuant to Item 9.01 of Form 8-K.

        This prospectus and any accompanying prospectus supplement incorporate by reference the documents set forth below that have previously
been filed with the SEC:

�
Our Annual Report on Form 10-K for the year ended December 31, 2016, filed with the SEC on March 1, 2017 (as amended
by the Form 10-K/A filed with the SEC on July 28, 2017).

�
Our Quarterly Reports on Form 10-Q for the quarters ended March 31, 2017, June 30, 2017 and September 30, 2017, filed
with the SEC on May 8, 2017, August 2, 2017 and November 1, 2017, respectively.

�
Our Definitive Proxy Statement on Schedule 14A, filed with the SEC on April 6, 2017.
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�
Our Current Reports on Form 8-K, filed with the SEC on January 24, 2017, March 2, 2017, May 31, 2017, June 20, 2017,
June 21, 2017, June 22, 2017, June 29, 2017, July 18, 2017 (as amended by the Form 8-K/A filed with the SEC on August 3,
2017), September 21, 2017, November 6, 2017 and November 28, 2017.

�
The description of our Common Stock contained in our Registration Statement on Form 8-A (File No. 001 37477), filed with
the SEC on June 26, 2015, and any amendment or report filed with the SEC for the purpose of updating the description.

        You may obtain any of the documents incorporated by reference in this prospectus supplement and the accompanying prospectus on the
SEC's website at http://www.sec.gov or request a copy of any or all of the documents referred to above which have been incorporated by
reference at no cost to the requester by writing or telephoning us at the following address:

Teladoc, Inc.
2 Manhattanville Road, Suite 203

Purchase, New York 10577
(203) 635-2002

        Exhibits to the filings will not be sent, however, unless those exhibits have specifically been incorporated by reference in this prospectus
and any accompanying prospectus supplement.

4
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 THE COMPANY

        We are the largest and most trusted telehealth provider in the world. Recognized by MIT Technology Review as one of the "50 Smartest
Companies," we are forging a new healthcare experience with better convenience, outcomes and value. We provide virtual access to high quality
care and expertise, with a portfolio of services and solutions covering 450 medical subspecialties from non-urgent, episodic needs like flu and
upper respiratory infections, to chronic, complicated medical conditions like cancer and congestive heart failure. By marrying the latest in data
and analytics with an award-winning user experience and a highly flexible technology platform, we have delivered millions of medical visits to
patients around the globe. Over 22 million unique Members now benefit from access to Teladoc 24 hours a day, seven days a week, 365 days a
year.

        The Teladoc solution is transforming the access, cost and quality dynamics of healthcare delivery for all of our market participants. Our
Members rely on Teladoc to remotely access affordable, on-demand healthcare whenever and wherever they choose. Employers, health plans,
provider organizations, insurance and financial services companies and consumers, or our Clients, purchase our solution to reduce their
healthcare spending, or to provide a market differentiating service as a complement to their core set of consumer service offerings, while at the
same time offering convenient, affordable, high-quality healthcare to their employees or beneficiaries. Our network of physicians and other
healthcare professionals, or our Providers, as well as our medical experts have the ability to generate meaningful income and deliver their
services more efficiently with no administrative burden. We believe the value proposition of our solution is evidenced by our overall Member
satisfaction rate, which has exceeded 90% over the last eight years. We further believe any consumer, employer, health plan or provider,
insurance or financial service company interested in a better approach to healthcare is a potential Teladoc Member, Client or Provider.

        We generate revenue from our Clients on a contractually recurring, per-Member-per-month, subscription access fee basis, which provides
us with significant revenue visibility. In addition, under the majority of our Client contracts, we generate additional revenue on a per-telehealth
general medical visit basis, through a visit fee. Certain of our Client contracts generate revenue for expert second opinions on a per case basis.
Subscription access fees are paid by our Clients on behalf of their employees, dependents, policy holders, card holders, beneficiaries or
themselves, while general medical and other specialty visit fees are paid by either Clients or Members.

        Teladoc, Inc. is a Delaware corporation that was originally formed in Texas on June 13, 2002 and reincorporated in Delaware on
October 16, 2008.

        Our principal executive offices are located at 2 Manhattanville Road, Suite 203, Purchase, New York 10577, and our telephone number is
(203) 635-2002.

5
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 RISK FACTORS

        Investment in any common stock offered pursuant to this prospectus and the applicable prospectus supplement involves risks. You should
carefully consider the risk factors incorporated by reference to our most recent Annual Report on Form 10-K, our most recent Quarterly Report
on Form 10-Q and any subsequent Quarterly Reports on Form 10-Q or Current Reports on Form 8-K we file after the date of this prospectus,
and all other information contained or incorporated by reference into this prospectus, as updated by our subsequent filings under the Exchange
Act, and the risk factors and other information contained in the applicable prospectus supplement before acquiring any such shares of common
stock. The occurrence of any of these risks might cause you to lose all or part of your investment in the offered shares of common stock.

6
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 SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

        Many statements made in this prospectus, any applicable prospectus supplement and the documents that we incorporate by reference in
each that are not statements of historical fact, including statements about our beliefs and expectations, are forward-looking statements and
should be evaluated as such. Forward-looking statements include information concerning possible or assumed future results of operations,
including descriptions of our business plan and strategies. These statements often include words such as "anticipates," "believes," "suggests,"
"targets," "projects," "plans," "expects," "future," "intends," "estimates," "predicts," "potential," "may," "will," "should," "could," "would,"
"likely," "foresee," "forecast," "continue" and other similar words or phrases, as well as statements in the future tense to identify these
forward-looking statements. These forward-looking statements and projections are contained throughout this prospectus, any applicable
prospectus supplement and the documents that we incorporate by reference in each. We base these forward-looking statements or projections on
our current expectations, plans and assumptions that we have made in light of our experience in the industry, as well as our perceptions of
historical trends, current conditions, expected future developments and other factors we believe are appropriate under the circumstances and at
such time. As you read and consider this prospectus, any applicable prospectus supplement and the documents that we incorporate by reference
in each, you should understand that these statements are not guarantees of performance or results. The forward-looking statements and
projections are subject to and involve risks, uncertainties and assumptions and you should not place undue reliance on these forward-looking
statements or projections. Although we believe that these forward-looking statements and projections are based on reasonable assumptions at the
time they are made, you should be aware that many factors could affect our actual financial results or results of operations and could cause
actual results to differ materially from those expressed in the forward-looking statements and projections. Factors that may materially affect such
forward-looking statements and projections include, but are not limited to the following:

�
ongoing legal challenges to or new state actions against our business model;

�
our dependence on our relationships with affiliated professional entities;

�
evolving government regulations and our ability to stay abreast of new or modified laws and regulations that currently apply
or become applicable to our business;

�
our ability to operate in the heavily regulated healthcare industry;

�
our history of net losses and accumulated deficit;

�
the impact of recent healthcare reform legislation and other changes in the healthcare industry;

�
risk of the loss of any of our significant Clients;

�
risks associated with a decrease in the number of individuals offered benefits by our Clients or the number of products or
services to which they subscribe;

�
our ability to establish and maintain strategic relationships with third parties;

�
risks specifically related to our ability to operate in competitive international markets and comply with complex non-U.S.
legal requirements;

�
our ability to recruit and retain a network of qualified Providers;
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our ability to successfully integrate acquisitions, joint ventures and investments and execute dispositions;

�
risk that the insurance we maintain may not fully cover all potential exposures;

�
rapid technological change in the telehealth market;
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�
any statements of belief and any statements of assumptions underlying any of the foregoing;

�
other factors disclosed in this prospectus, any applicable prospectus supplement and the documents that we incorporate by
reference in each; and

�
other factors beyond our control.

        These cautionary statements should not be construed by you to be exhaustive and are made only as of the date of this prospectus, any
applicable prospectus supplement or the documents that we incorporate by reference in each. We undertake no obligation to update or revise any
forward-looking statements, whether as a result of new information, future events or otherwise. You should evaluate all forward-looking
statements made in this prospectus, any applicable prospectus supplement and the documents that we incorporate by reference in each in the
context of these risks and uncertainties.

8
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 USE OF PROCEEDS

        We intend to use the net proceeds from the sale of the shares of our common stock as set forth in the applicable prospectus supplement. We
will not receive any of the proceeds from the sale of common stock being offered by any of the selling stockholders.

9
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 DESCRIPTION OF CAPITAL STOCK

General

        The following description summarizes some of the terms of our common stock, amended and restated certificate of incorporation and
amended and restated bylaws and of the General Corporation Law of the State of Delaware, or the DGCL. Because it is only a summary, it does
not contain all the information that may be important to you. For a complete description, you should refer to our amended and restated certificate
of incorporation and amended and restated bylaws, copies of which have been publicly filed with the SEC, as well as the relevant provisions of
the DGCL.

Common Stock

        Holders of our common stock are entitled to one vote for each share held on all matters submitted to a vote of stockholders and do not have
cumulative voting rights. An election of directors by our stockholders shall be determined by a plurality of the votes cast by the stockholders
entitled to vote on the election. Other matters shall be decided by the affirmative vote of our stockholders having a majority in voting power of
the votes cast by the stockholders present or represented and voting on such matter. Our amended and restated certificate of incorporation and
amended and restated bylaws also provide that our directors may be removed only by the affirmative vote of the holders of at least a majority in
voting power of the outstanding shares of capital stock entitled to vote thereon. In addition, the affirmative vote of the holders of at least a
majority in voting power of the outstanding shares of capital stock entitled to vote thereon is required to amend or repeal, or to adopt any
provision inconsistent with, several of the provisions of our amended and restated certificate of incorporation. See below under "�Anti-Takeover
Effects of Delaware Law and Our Certificate of Incorporation and Bylaws�Amendment of Charter Provisions." Holders of our common stock are
entitled to receive proportionately any dividends as may be declared by our board of directors, subject to any preferential dividend rights of any
series of preferred stock that we may designate and issue in the future.

        In the event of our liquidation or dissolution, the holders of our common stock are entitled to receive proportionately our net assets
available for distribution to stockholders after the payment of all debts and other liabilities and subject to the prior rights of any outstanding
preferred stock. Holders of our common stock have no preemptive, subscription, redemption or conversion rights. Our outstanding shares of
common stock are validly issued, fully paid and nonassessable. The rights, preferences and privileges of holders of our common stock are
subject to and may be adversely affected by the rights of the holders of shares of any series of preferred stock that we may designate and issue in
the future.

Preferred Stock

        Under the terms of our amended and restated certificate of incorporation, our board of directors is authorized to direct us to issue shares of
preferred stock in one or more series without stockholder approval. Our board of directors has the discretion to determine the rights, preferences,
privileges and restrictions, including voting rights, dividend rights, conversion rights, redemption privileges and liquidation preferences, of each
series of preferred stock.

        The purpose of authorizing our board of directors to issue preferred stock and determine its rights and preferences is to eliminate delays
associated with a stockholder vote on specific issuances. The issuance of preferred stock, while providing flexibility in connection with possible
acquisitions, future financings and other corporate purposes, could have the effect of making it more difficult for a third party to acquire, or
could discourage a third party from seeking to acquire, a majority of our outstanding voting stock.

10
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Registration Rights

        Pursuant to the Fifth Amended and Restated Investors' Rights Agreement, dated as of September 10, 2014, as amended by the First
Amendment to the Fifth Amended and Restated Investors' Rights Agreement, dated as of February 9, 2015, between the Company and each of
the investors party thereto (collectively, the "Investors' Rights Agreement"), holders of approximately 8,312,114 shares of our common stock or
their transferees are entitled to the following rights with respect to the registration of such shares for public resale under the Securities Act. If
exercised, these registration rights would enable holders to transfer these shares without restriction under the Securities Act when the applicable
registration statement is declared effective.

Piggyback Registration Rights

        Under the Investors' Rights Agreement, if we at any time propose to register any of our stock or other securities under the Securities Act,
subject to certain exceptions, the holders of registrable securities will be entitled to notice of the registration and to include their shares of
registrable securities in the registration. If our proposed registered offering is an underwritten offering, the managing underwriter of such
offering will have the right to limit the number of shares to be underwritten for reasons related to the marketing of the shares.

Form S-3 Registration Rights

        At any time when we are entitled under the Securities Act to register our shares on a registration statement on Form S-3, either (i) holders
of at least 25% of our common stock issued to them upon conversion of the preferred stock or (ii) certain investment funds party to the Investors'
Rights Agreement, so long as such individual fund requesting registration continues to hold at least 50% of our common stock issued to them
upon conversion of the preferred stock, may request in writing that we file a resale registration statement on Form S-3 with respect to their
registrable securities provided that the aggregate price to the public in the offering would be at least $1.0 million.

Expenses

        Ordinarily, other than underwriting discounts and commissions, we will be required to pay all expenses incurred by us related to any
registration effected pursuant to the exercise of these registration rights. These expenses may include all registration and filing fees, printing
expenses, fees and disbursements of our counsel, reasonable fees and disbursements of a counsel for the selling security holders and blue sky
fees and expenses.

Termination of Registration Rights

        The registration rights will continue for five years following the date of our initial public offering, or for any particular stockholder holding
registrable securities, the earlier to occur of (i) the time the stockholder can sell all of its registrable securities in compliance with Rule 144 under
the Securities Act in a 90-day period free from volume limitations, public information requirements or maximum of sale restrictions and (ii) such
stockholder holds less than 1% of our issued and outstanding common stock.

Anti-Takeover Effects of Delaware Law and Our Certificate of Incorporation and Bylaws

        Some provisions of Delaware law, our amended and restated certificate of incorporation and our amended and restated bylaws could make
the following transactions more difficult: an acquisition of us by means of a tender offer; an acquisition of us by means of a proxy contest or
otherwise or the removal of our incumbent officers and directors. It is possible that these provisions could make it more difficult to accomplish
or could deter transactions that stockholders may otherwise consider to be in
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their best interest or in our best interests, including transactions which provide for payment of a premium over the market price for our shares.

        These provisions, summarized below, are intended to discourage coercive takeover practices and inadequate takeover bids. These
provisions are also designed to encourage persons seeking to acquire control of us to first negotiate with our board of directors. We believe that
the benefits of the increased protection of our potential ability to negotiate with the proponent of an unfriendly or unsolicited proposal to acquire
or restructure us outweigh the disadvantages of discouraging these proposals because negotiation of these proposals could result in an
improvement of their terms.

Undesignated Preferred Stock

        The ability of our board of directors, without action by the stockholders, to issue up to 1,000,000 shares of undesignated preferred stock
with voting or other rights or preferences as designated by our board of directors could impede the success of any attempt to change control of
us. These and other provisions may have the effect of deferring hostile takeovers or delaying changes in control or management of our company.

Stockholder Meetings

        Our amended and restated bylaws provide that a special meeting of stockholders may be called only by our chairman of the board, chief
executive officer or president (in the absence of a chief executive officer), or by a resolution adopted by a majority of our directors.

Requirements for Advance Notification of Stockholder Nominations and Proposals

        Our amended and restated bylaws establish advance notice procedures with respect to stockholder proposals to be brought before a
stockholder meeting and the nomination of candidates for election as directors, other than nominations made by or at the direction of our board
of directors or a committee of our board of directors.

Elimination of Stockholder Action by Written Consent

        Our amended and restated certificate of incorporation eliminates the right of stockholders to act by written consent without a meeting.

Removal of Directors

        Our amended and restated certificate of incorporation provides that no member of our board of directors may be removed from office by
our stockholders except upon the approval of the holders of at least a majority in voting power of the outstanding shares of stock entitled to vote
in the election of directors.

Stockholders not Entitled to Cumulative Voting

        Our amended and restated certificate of incorporation does not permit stockholders to cumulate their votes in the election of directors.
Accordingly, the holders of a majority of the outstanding shares of stock entitled to vote in any election of directors can elect all of the directors
standing for election, if they choose.

Delaware Anti-Takeover Statute

        We are subject to Section 203 of the DGCL, which prohibits persons deemed to be "interested stockholders" from engaging in a "business
combination" with a publicly held Delaware corporation for three years following the date these persons become interested stockholders unless
the business
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combination is, or the transaction in which the person became an interested stockholder was, approved in a prescribed manner or another
prescribed exception applies. Generally, an "interested stockholder" is a person who, together with affiliates and associates, owns, or within
three years prior to the determination of interested stockholder status did own, 15% or more of a corporation's voting stock. Generally, a
"business combination" includes a merger, asset or stock sale or other transaction resulting in a financial benefit to the interested stockholder.
The existence of this provision may have an anti-takeover effect with respect to transactions not approved in advance by our board of directors.

Choice of Forum

        Our amended and restated certificate of incorporation provides that, unless we consent in writing to the selection of an alternative form, the
Court of Chancery of the State of Delaware will be the sole and exclusive forum for: (1) any derivative action or proceeding brought on our
behalf; (2) any action asserting a claim of breach of a fiduciary duty or other wrongdoing by any of our directors, officers, employees or agents
to us or our stockholders; (3) any action asserting a claim against us arising pursuant to any provision of the DGCL or our amended and restated
certificate of incorporation or amended and restated bylaws; (4) any action to interpret, apply, enforce or determine the validity of our amended
and restated certificate of incorporation or amended and restated bylaws; or (5) any action asserting a claim governed by the internal affairs
doctrine. Our amended and restated certificate of incorporation also provides that any person or entity purchasing or otherwise acquiring any
interest in shares of our capital stock will be deemed to have notice of and to have consented to this choice of forum provision. It is possible that
a court of law could rule that the choice of forum provision contained in our amended and restated certificate of incorporation is inapplicable or
unenforceable if it is challenged in a proceeding or otherwise. This choice of forum provision has important consequences to our stockholders.
See "Risk Factors�Risks Related to this Offering and Ownership of Our Common Stock�Our amended and restated certificate of incorporation
provides that the Court of Chancery of the State of Delaware will be the exclusive forum for substantially all disputes between us and our
stockholders, which could limit our stockholders' ability to obtain a favorable judicial forum for disputes with us or our directors, officers or
employees" in our Annual Report on Form 10-K for the year ended December 31, 2016.

Amendment of Charter Provisions

        The amendment of any of the above provisions, except for the provision making it possible for our board of directors to issue preferred
stock and the provision prohibiting cumulative voting, would require approval by holders of at least a majority in voting power of the
outstanding shares of stock entitled to vote thereon.

        The provisions of Delaware law, our amended and restated certificate of incorporation and our amended and restated bylaws could have the
effect of discouraging others from attempting hostile takeovers and, as a consequence, they may also inhibit temporary fluctuations in the market
price of our common stock that often result from actual or rumored hostile takeover attempts. These provisions may also have the effect of
preventing changes in the composition of our board and management. It is possible that these provisions could make it more difficult to
accomplish transactions that stockholders may otherwise deem to be in their best interests.

Limitations on Liability and Indemnification of Officers and Directors

        The DGCL authorizes corporations to limit or eliminate the personal liability of directors to corporations and their stockholders for
monetary damages for breaches of directors' fiduciary duties, subject to certain exceptions. Our amended and restated certificate of incorporation
includes a provision that eliminates the personal liability of directors for monetary damages for any breach of fiduciary duty as a director, except
to the extent such exemption from liability or limitation thereof is
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not permitted under the DGCL. The effect of these provisions will be to eliminate the rights of us and our stockholders, through stockholders'
derivative suits on our behalf, to recover monetary damages from a director for breach of fiduciary duty as a director, including breaches
resulting from grossly negligent behavior. However, exculpation will not apply to any director if the director has acted in bad faith, knowingly or
intentionally violated the law, authorized illegal dividends or redemptions or derived an improper benefit from his or her actions as a director.

        Our amended and restated bylaws provide that we must indemnify and advance expenses to our directors and officers to the fullest extent
authorized by the DGCL. We are also expressly authorized to carry directors' and officers' liability insurance providing indemnification for our
directors and officers for some liabilities. We believe that these indemnification and advancement provisions and insurance will be useful to
attract and retain qualified directors and officers.

        The limitation of liability, indemnification and advancement provisions in our amended and restated certificate of incorporation and
amended and restated bylaws may discourage stockholders from bringing a lawsuit against directors for breach of their fiduciary duty. These
provisions also may have the effect of reducing the likelihood of derivative litigation against directors and officers, even though such an action,
if successful, might otherwise benefit us and our stockholders. In addition, your investment may be adversely affected to the extent we pay the
costs of settlement and damage awards against directors and officers pursuant to these indemnification provisions.

Transfer Agent and Registrar

        The transfer agent and registrar for our common stock is American Stock Transfer & Trust Company, LLC.

Listing

        Our common stock is listed on the NYSE under the symbol "TDOC."
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 SELLING STOCKHOLDERS

        Information about selling stockholders, where applicable, will be set forth in a prospectus supplement, in a post-effective amendment or in
filings we make with the SEC under the Exchange Act that are incorporated by reference.
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 PLAN OF DISTRIBUTION

        We or any of the selling stockholders may sell common stock from time to time:

�
through underwriters or dealers;

�
through agents;

�
directly to one or more purchasers; or

�
through a combination of any of these methods of sale.

        We will identify the specific plan of distribution, including any underwriters, dealers, agents or direct purchasers and their compensation in
the applicable prospectus supplement.
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 LEGAL MATTERS

        Latham & Watkins LLP will pass upon certain legal matters relating to the issuance and sale of the shares of common stock offered hereby
on behalf of Teladoc, Inc. Additional legal matters may be passed upon for us, the selling stockholders or any underwriters, dealers or agents, by
counsel that we will name in the applicable prospectus supplement.

 EXPERTS

        The consolidated financial statements of Teladoc, Inc. appearing in Teladoc, Inc.'s Annual Report on Form 10-K for the year ended
December 31, 2016, including the schedule appearing therein, have been audited by Ernst & Young LLP, independent registered public
accounting firm, as set forth in their report thereon included therein, and incorporated herein by reference. Such consolidated financial
statements are, and audited consolidated financial statements to be included in subsequently filed documents will be, incorporated herein in
reliance upon the reports of Ernst & Young LLP pertaining to such consolidated financial statements (to the extent covered by consents filed
with the SEC) given on the authority of the firm as experts in accounting and auditing

        The consolidated financial statements of Best Doctors Holdings, Inc. as of December 31, 2016 and 2015, and for each of the years in the
year-year period ended December 31, 2016, appearing in Teladoc, Inc.'s Current Report on Form 8-K/A filed with the SEC on August 3, 2017,
have been audited by KPMG LLP, independent registered public accounting firm, as set forth in their report thereon included therein, and
incorporated herein by reference. Such financial statements are incorporated herein in reliance upon the report of KPMG LLP and upon the
authority of such firm as experts in accounting and auditing.
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