
 
 
April 2020 
 
To our stockholders: 
 
As we approach our first virtual annual meeting, I want to provide you with a short update.  
 
Current State of Affairs 
 
While this letter is typically intended to provide an overview of our accomplishments and 
performance in 2019, the global landscape has changed so drastically that I would be remiss if I 
did not address the current state of affairs. 
 
First and foremost, we are doing everything in our power to ensure the safety and health of our 
employees and their families. At the same time, we are working tirelessly to maintain as much 
business continuity as possible. As with any medical device company whose products are 
utilized during elective surgical procedures, we are being impacted due to: the reallocation of 
hospital resources to address COVID, the deferral or cancellation of elective procedures, and 
the restriction of travel and personal interaction. We are utilizing our time and energy wisely 
during this time, focusing on R&D and portfolio development, refining our post-crisis strategy 
and leveraging virtual tools to communicate with and educate both surgeons and hospital 
administrators.  We are confident in our team and our technology, and we believe we will be 
ready to take advantage of the opportunity to drive adoption of Senhance once the world begins 
to open back up. 
 
2019 Year in Review 
 
Last year was a significant year for the Company, which included a management transition and 
a strategic shift in the business. While we did not achieve our initial revenue goals, the year was 
still successful in building the foundation for our future success. Key highlights from the year 
included: 

 > 1,600 procedures were performed utilizing Senhance (+194% year-over-year) 
 16 peer reviewed clinical papers were published 
 Obtained Senhance System FDA 510(k) clearance for the Senhance Ultrasonic 

Instruments 
 Obtained Japanese regulatory approval for the Senhance System and reimbursement 

for 98 procedures 
 Initiated a European limited market release of 5mm articulating instruments 
 Developed and launched the Senhance System Simulator 
 Completed CE submission for expanded indications for pediatric patients 
 Expanded list of visualization systems compatible with the Senhance System to include 

systems from KARL STORZ and Olympus 
 Sold the AutoLap system and related assets for $17.0 million 





 
Looking Ahead 
 
Prior to COVID, the Company had generated tremendous momentum during the first two 
months of 2020 - three hospitals initiated Senhance programs, two additional hospitals signed 
agreements to initiate a Senhance program, procedure volumes were accelerating well ahead of 
2019 levels, we achieved key regulatory approvals, and we bolstered our balance sheet. Most 
importantly, we received FDA 510(k) clearance of the Intelligent Surgical Unit (ISU), enabling 
machine vision capabilities and we have begun integrating these capabilities into the Senhance 
System.  We look forward to continuing to bring additional cutting-edge technologies to the 
Senhance System. 
 
While our near-term ability to continue to capitalize on the success we had in the first months of 
2020 has been impacted by COVID, I continue to be enthusiastic about the long-term 
commercial viability of Senhance and our unique position in the surgical robotic market. The 
technology works. It is being used successfully at high volume surgical centers across the 
globe. Our goal going forward is to continue to improve the Senhance platform to deliver on the 
promise of digital laparoscopy while at the same time driving an expanded installed base of 
systems.  
  
The immediate near term continues to be uncertain, but the long-term value proposition of 
Senhance and the benefits we can bring to surgical robotics is unchanged. Thank you all for 
your support. 
 
 
Best Regards, 
 

 

Anthony Fernando 
Chief Executive Officer and President 
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We have a history of operating losses, and we may not be able to achieve or sustain profitability. In addition, we may be unable to 
continue as a going concern. 
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We will require substantial additional funding in the future, which may not be available to us on acceptable terms, or at all. 

-

 

 

 

  
 -

 
  
  
  
 

 
  
 

 
  

 

We announced that we are seeking strategic and financing alternatives.  We may not be successful in achieving a suitable 
transaction. 
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We have announced a restructuring plan to reduce our operating expenses. We may not achieve some or all of the expected 
benefits of our restructuring plan and the restructuring may adversely affect our business. 

- -

-
 

-

 

We are currently highly dependent on a single product, the Senhance System.  We cannot give any assurance that the Senhance 
System can be successfully commercialized. 

  

-   
 

The sales cycle for the Senhance System has been lengthy and unpredictable, which has made it difficult for us to forecast 
revenue and increased the magnitude of quarterly fluctuations in our operating results. 
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We expect our gross margins to vary over time, and changes in our gross margins could adversely affect our financial condition 
or results of operations. 

  

 

  

  

  

  

  

  

  

 -
-  

 
 

  

  

 
Negative publicity, whether true or not, concerning us or our products could reduce market acceptance of our products and could 
result in decreased demand for the Senhance System. 

 

The spread of the coronavirus (COVID-19) has negatively impacted our operations. 

-
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-
 

In order to compete successfully within the surgical robotics industry, we need to continue to evolve the Senhance System, 
including the innovations associated with the MST assets we acquired.  Failure to develop, seek regulatory approval for and 
commercialize such developments could have a material adverse effect on our business and financial position. 

  

-   

 

Fluctuations in foreign currency exchange rates may adversely affect our financial results. 

 

 

Our global operations expose us to additional risks and challenges associated with conducting business internationally. 
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We effected a reverse stock split of our common stock on December 11, 2019, which may not achieve one or more of our 
objectives. 

- -
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-

 

Our stock price has been volatile and may experience additional fluctuation in the future. 
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Our stockholders have experienced dilution of their percentage ownership of our stock and may experience additional dilution in 
the future. 

- -
  

  

 

The exercise of our outstanding warrants will dilute stockholders and could decrease our stock price. 
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We issued 24,900,000 Series B Warrants in May 2017; the outstanding warrants must be revalued each reporting period.  In 
addition, we owe contingent consideration to Sofar under the Purchase Agreement that is also revalued each reporting 
period.  Such assessments involve the use of estimates that could later be found to differ materially from actual results. 
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The surgical robotics industry is increasingly competitive, which can negatively impact our commercial opportunities. 
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We utilize distributors for a portion of our sales, which subjects us to a number of risks that could harm our business. 

-
-  

We face risks arising from sole suppliers of components and our ability to meet delivery schedules for sales of our products. 

 

Because our design, development and manufacturing capabilities are limited, we rely on third parties to design, develop, 
manufacture or supply some of our products. An inability to find additional or alternate sources for these services and products 
could materially and adversely affect our financial condition and results of operations. 

-
-

 

-

-
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Reliance on third parties to manufacture or supply some of our products may harm our business if such third parties do not meet 
regulatory and performance standards. 

-

 

 

We sold our SurgiBot System assets in 2017, and we may not obtain the royalty income we anticipate from such sale. 

  -   

 

We had significant management changes in the fourth quarter of 2019.  Such changes could divert attention from the operation 
of the business and create uncertainty. 

 

 

We identified a material weakness in our internal control over financial reporting related to our preparation, documentation 
and review of the income tax provision in accordance with GAAP. We may identify additional material weaknesses in the 
future or otherwise fail to maintain an effective system of internal controls, which may result in material misstatements of 
our financial statements or cause us to fail to meet our reporting obligations. 

-  
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Our commercial success depends significantly on our ability to operate without infringing the patents and other proprietary 
rights of third parties. 

-
-

 

 

-

 

-

 

For our Senhance System, we rely on our license from the European Union, and any loss of our rights under such license 
agreement, or failure to properly prosecute, maintain or enforce the patent applications underlying such license agreement, 
could materially adversely affect our business prospects for the Senhance System. 

-
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-

-

 

If we or our licensors are unable to protect the confidentiality of our proprietary information and know-how, the value of our 
technology and products could be adversely affected. 

-

-

 

If we are unable to obtain and enforce patent protection for our products, our business could be materially harmed. 

-

- -  

-
-
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Even if we obtain regulatory clearances or approvals for our products, the terms thereof and ongoing regulation of our products 
may limit how we manufacture and market our products, which could materially impair our ability to generate anticipated 
revenues. 

-

-

-

-
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We may be liable if the FDA or another regulatory agency concludes that we have engaged in the off-label promotion of our 
products. 

-
-

-

-
- -

 

The regulatory approval and clearance processes are expensive, time-consuming and uncertain and may prevent us from 
obtaining approvals or clearances, as the case may be, for the commercialization of some or all of our products. 

-
-

-
 

 
 

 
 

 
 

 -  

 -
 

 - -
 

 -
 

  
  

 

Once our products are cleared or approved, modifications to our products may require new 510(k) clearances, de novo clearance, 
premarket approvals or new or amended CE Certificates of Conformity, and may require us to cease marketing or recall the 
modified products until clearances, approvals or the relevant CE Certificates of Conformity are obtained. 

-
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Even after clearance or approval for our products is obtained, we are subject to extensive post-market regulation by the FDA and 
other regulators. Our failure to meet strict regulatory requirements could require us to pay fines, incur other costs or even close 
our facilities. 

- -

 

 

- -

  
-

 

If one of our products, or a malfunction of one of our products, causes or contributes to a death or a serious injury, we will be 
subject to medical device reporting regulations, which can result in voluntary corrective actions or agency enforcement actions. 

-

-
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A recall of our products, either voluntarily or at the direction of the FDA or another governmental authority, or the discovery of 
serious safety issues with our products, could have a significant adverse impact on us. 

-
 

-

 

U.S. legislative or FDA regulatory reforms may make it more difficult and costly for us to obtain regulatory approval of our 
product candidates and to manufacture, market and distribute our products after approval is obtained. 

 

Even if we receive regulatory clearance or approval to market our products, the market may not be receptive to our products, 
which could undermine our financial viability. 

 

  

  

  

  

  

  

  

-
 

If we fail to attract and retain key management and professional personnel, we may be unable to successfully commercialize or 
develop our products. 
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We may be subject, directly or indirectly, to federal and state anti-kickback, fraud and abuse, false claims, privacy and security 
and physician payment transparency laws. If we are unable to comply, or have not fully complied, with such laws, we could face 
substantial penalties. 

-

 

Current legislation and future legislative or regulatory reform of the health care system may affect our ability to sell our products 
profitably. 

-

 

-
-

 

 

 

-

 

We may become subject to potential product liability claims, and we may be required to pay damages that exceed our insurance 
coverage. 

-
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If we experience an intrusion of or disruption to our information technology systems, we may be harmed. 
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The following discussion of our financial condition and results of operations should be read in conjunction with our “Risk Factors” 
and our consolidated financial statements and the related notes to our consolidated financial statements included in this Annual 
Report. The following discussion contains forward-looking statements. See cautionary note regarding “Forward-Looking 
Statements” at the beginning of this Annual Report. 
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Purchase Agreement 
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Sale of AutoLap Assets 
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 Twelve Months Ended 
December 31, 

2019 2018 
Operating Activities    

Net loss $ (154,201 )  $ (61,777 ) 
Adjustments to reconcile net loss to net cash and cash equivalents used in operating activities:    

Gain from sale of AutoLap assets, net (15,965 )    
Loss (gain) from sale of SurgiBot assets, net 97   (11,840 ) 
Goodwill and in-process research and development impairment 86,881     
Depreciation 2,166   2,420  
Amortization of intangible assets 10,301   10,868  
Amortization of debt discount and debt issuance costs 1,513   725  
Amortization of short-term investment discount (327 )  (351 ) 
Stock-based compensation 11,508   9,039  
Inventory write-down related to restructuring 7,408     
Inventory write-down 1,523     
Bad debt expense 1,634     
Interest expense on deferred consideration - MST acquisition 756     
Deferred tax benefit (3,224 )  (3,377 ) 
Loss on extinguishment of debt 1,006   1,400  
Change in fair value of warrant liabilities (2,248 )  14,320  
Change in fair value of contingent consideration (9,553 )  (1,011 ) 
Reversal of transfer fee accrual    (2,994 ) 
Changes in operating assets and liabilities, net of effect of acquisition:    

Accounts receivable 6,083   (7,225 ) 
Interest receivable 26   54  
Inventories (16,404 )  (2,145 ) 
Other current and long term assets (655 )  (325 ) 
Accounts payable (668 )  767  
Accrued expenses (1,180 )  2,134  
Deferred revenue (959 )  825  
Other long term liabilities 998    

Net cash and cash equivalents used in operating activities (73,484 ) (48,493 ) 
Investing Activities 

Proceeds from sale of AutoLap assets 15,965     
Purchase of short-term investments (12,883 )  (55,439 ) 
Proceeds from maturities of short-term investments 65,000   4,000  
Payment for acquisition of a business    (5,800 ) 
Proceeds related to sale of SurgiBot assets, net    4,496  
Purchase of property and equipment (437 )  (770 ) 
Proceeds from sale of property and equipment    32  

Net cash and cash equivalents provided by (used in) investing activities 67,645  (53,481 ) 
Financing Activities 

Payment of notes payable (31,425 )  (15,305 ) 
Proceeds from issuance of debt and warrants, net of issuance costs    28,507  
Payment of contingent consideration    (770 ) 
Proceeds from issuance of common stock and warrants, net of issuance costs 25,777   279  
Taxes paid related to net share settlement of vesting of restricted stock units (499 )  (1,662 ) 
Proceeds from issuance of common stock related to sale of SurgiBot assets    3,000  
Proceeds from exercise of stock options and warrants 538   12,403  

Net cash and cash equivalents (used in) provided by financing activities (5,609 ) 26,452  
Effect of exchange rate changes on cash and cash equivalents 364  (433 ) 
Net (decrease) increase in cash, cash equivalents and restricted cash (11,084 ) (75,955 ) 
Cash, cash equivalents and restricted cash, beginning of period 21,651   97,606  
Cash, cash equivalents and restricted cash, end of period $ 10,567  $ 21,651  
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Supplemental Disclosure for Cash Flow Information    
Interest paid $ 2,187  $ 1,730  

Supplemental Schedule of Non-cash Investing and Financing Activities    
Transfer of inventories to property and equipment $ 486  $ 2,160  
Transfer of property and equipment to inventories    $ 637  
Reclass of warrant liability to common stock and additional paid-in capital $   $ 23,774  
Cashless exercise of warrants $   $ 4,272  
Issuance of common stock related to MST acquisition $ 6,600  $ 8,300  
Proceeds from sale of AutoLap assets exchanged for settlement of Company obligations $ 1,000  $   
Deferred consideration - MST acquisition $   $ 5,962  

 

See accompanying notes to consolidated financial statements. 
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 -  Fair Value Measurement (Topic 820): Disclosure Framework—Changes to the 
Disclosure Requirements for Fair Value Measurement. 

 

-  Compensation-Stock Compensation (Topic 718), Improvements to Nonemployee 
Share-based Payments -

- - -
- -

  

   -  Earnings Per Share (Topic 260); Distinguishing Liabilities from Equity (Topic 480); 
Derivatives and Hedging (Topic 815): (Part I) Accounting for Certain Financial Instruments with Down Round Features, (Part II) 
Replacement of the Indefinite Deferral for Mandatorily Redeemable Financial Instruments of Certain Nonpublic Entities and 
Certain Mandatorily Redeemable Noncontrolling Interests with a Scope Exception

-

-
  

 

- Leases (Topic (842) - -
-

Leases (Topic 842), Targeted Improvements,
- Leases (Topic 842), Targeted 

Improvements,
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-
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TransEnterix, Inc. Board of Directors 
As of April 20, 2020 

Paul A. LaViolette  Chairman (1)(2)(3) 
Managing Partner and COO, SV Health 
Investors 

 Anthony Fernando 
President and CEO, TransEnterix, Inc. 

Andrea Biffi 
CEO, SOFAR, S.p.A. 

 Jane H. Hsiao, Ph.D., MBA  
Vice-Chairman and Chief Technical Officer, 
OPKO Health, Inc. 

David B. Milne (1)(2) 

Former Managing Partner, SV Health 
Investors 

 Richard C. Pfenniger, Jr. (2)(3) 

Former Chairman and CEO, Continucare 
Corporation  

William N. Kelley, M.D. (1) 
Professor of Medicine, The School of Medicine 
of the University of Pennsylvania 

 William N. Starling (3) 
CEO, Synecor, LLC 
Managing Director, Synergy Life Science 
Partners, LP 

   
 

(1) Member of Corporate Governance and Nominating Committee 
(2)  Member of Audit Committee 
(3) Member of Compensation Committee 
 

TransEnterix, Inc. Executive Officers 
As of April 20, 2020 

Anthony Fernando 
President and Chief Executive Officer 

 Brett Farabaugh 
Interim Chief Financial Officer 

 
STOCK AND INVESTOR INFORMATION 

Corporate Offices -  
635 Davis Drive, Suite 300 
Morrisville, NC 27560 
(919) 765-8400 
(919) 765-8459 

 Common Stock - 
TransEnterix, Inc. Common Stock, par value 
$0.001, is traded on the NYSE American under 
the symbol “TRXC” 

Independent Auditors - 
BDO USA, LLP 
421 Fayetteville Street, Suite 300 
Raleigh, NC 27601 

 Transfer Agent - 
Continental Stock Transfer & Trust Company  
1 State Street 30th Floor 
New York, NY 10004-1561 

At the written request of each record owner or beneficial owner of our securities, we will provide, without charge, a 
copy of the TransEnterix, Inc. Annual Report on Form 10-K for the year ended December 31, 2019 or any exhibit thereto 
not included herein.  Requests should be sent to Secretary, TransEnterix, Inc., 635 Davis Drive, Suite 300, Morrisville, NC 
27560; or by email at corporatesecretary@transenterix.com. 

Except for the historical matters contained herein, statements made in this report are forward looking and are made 
pursuant to the safe harbor provisions of the Securities Litigation Reform Act of 1995.  Investors are cautioned that forward looking 
statements involve risks and uncertainties that may affect our business and prospects, including economic, competitive, 
governmental, technological, and other factors discussed in this report and in our filings with the Securities and Exchange 
Commission, including without limitation, the Annual Report on Form 10-K for the year ended December 31, 2019, filed with the 
SEC on March 16, 2020. 
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