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Annual Report to Stockholders

About the Company

Acadia is a leading provider of behavioral healthcare services across the United States. As of December 31, 2023, Acadia operated a network of 253 behavioral healthcare facilities with approximately 11,200 beds in 38 states and Puerto Rico. With approximately 23,500 employees serving more than 75,000 patients daily, Acadia is the largest stand-alone behavioral healthcare company in the U.S. Acadia provides behavioral healthcare services to its patients in a variety of settings, including inpatient psychiatric hospitals, specialty treatment facilities, residential treatment centers and outpatient clinics.









Financial Highlights

Year Ended December 31,

	(In thousands, except per share amounts)
	
	2023
	
	2022

	Revenue
	$
	2,928,738
	$
	2,610,399

	Adjusted EBITDA (1)
	$
	677,653
	$
	615,099

	Adjusted EBITDA excluding income from provider relief fund (1)
	$
	671,234
	$
	593,648

	Net (loss) income attributable to Acadia Healthcare Company, Inc.
	$
	(21,667)
	$
	273,139

	Adjusted income attributable to Acadia Healthcare Company, Inc. (1)
	$
	320,187
	$
	290,974

	Adjusted income attributable to Acadia Healthcare Company, Inc.
	
	
	
	

	excluding income from provider relief fund (1)
	$
	315,509
	$
	275,343

	Per diluted share:
	
	
	
	

	Net (loss) income attributable to Acadia Healthcare Company, Inc.
	$
	(0.24)
	$
	2.98

	Adjusted income attributable to Acadia Healthcare Company, Inc. (1)
	$
	3.49
	$
	3.18

	Adjusted income attributable to Acadia Healthcare Company, Inc.
	
	
	
	

	excluding income from provider relief fund (1)
	$
	3.44
	$
	3.01

	Weighted average diluted shares outstanding
	
	90,949
	
	91,555

	Cash and cash equivalents
	$
	100,073
	$
	97,649

	Property and equipment, net
	
	2,266,610
	
	1,952,045

	Total assets
	
	5,358,841
	
	4,987,901

	Total debt
	
	1,371,767
	
	1,385,791

	Stockholders’ equity
	
	2,781,974
	
	2,812,727


[image: ]


(1) Please see page VII for a reconciliation of GAAP and non-GAAP results.

Fellow Stockholders


We are proud of the outstanding financial and operational performance for Acadia in 2023, affirming our role as the nation’s leading pure-play provider of behavioral health services. With solid execution, we continued to meet our performance objectives and delivered another year of strong growth. More importantly, we stayed true to our goal of addressing a critical need in

our nation and making a positive difference in the communities we serve. We are proud of the important work we are doing and extremely grateful for our dedicated employees and clinicians who continue to provide safe, quality patient care for those seeking treatment for mental health and substance use issues.

The prevalence of behavioral health issues and related deaths is on the rise and the disease burden continues to intensify in our nation. A recent survey by the Centers for Disease Control and Prevention estimated that more than one in five U.S. adults, or nearly 60 million people, live with a mental illness, and over 46 million people have substance use disorders. And, unfortunately, this disease burden continues to accelerate. For example, in the most recent data year alone, the number of Americans with serious mental illness increased nine percent and the number who died from drug overdoses increased by four UIPVTBOE deaths.

Simultaneously, U.S. behavioral health treatment capacity remains insufficient in many areas. Expert clinicians estimate that approximately 75,000 additional inpatient psychiatric beds are required across the country to meet projected care needs. To cite another example, 87 percent of Americans with opioid use disorder, or OUD, do not receive evidence-based treatment.

Acadia is uniquely positioned to meet this growing unmet need. This is due in part to our impressive scale and national footprint of 253 facilities supporting more than 75,000 patients daily. Another differentiator is the breadth of our service lines, which span the full spectrum from acute psychiatric hospital care to residential treatment centers for substance abuse and mental health to partial hospitalization, intensive outpatient programs, and outpatient medication-assisted treatment. With our approach to providing comprehensive and integrated care, strong focus on clinical quality, and a proven operating model, we have a solid foundation and the right strategy in place to capitalize on additional growth opportunities and deliver significant, sustainable value creation.

Strong Demand Drives 2023 Financial and Operating Results

Acadia produced strong financial and operating results in 2023 with impressive top line growth and solid volume trends. The momentum in our business reflects the robust demand for behavioral healthcare services and our proven ability to meet this demand with favorable outcomes. Our total revenues for the year were $2.93 billion, an increase of 12.2 percent compared with $2.61 billion in 2022. We saw same facility revenue growth of 12.0 percent compared to 2022, including a 6.5 percent increase in revenue per patient day and a 5.1 percent increase in patient days. We also continued to maintain a strong financial position, ending the year with $100.1 million in cash and cash equivalents as of December 31, 2023, and $516.5 million available under our revolving credit facility with a net leverage ratio of approximately 1.9x.

In addition to delivering our solid financial and operating performance, we made significant improvements to our operations that will strengthen our core capabilities and further enhance Acadia’s care delivery. We continue to focus on quality across our operations, leveraging technology and utilizing data to mitigate risk, drive efficiencies and support strong clinical outcomes.

We were also pleased to see consistent improvement in our labor trends throughout 2023. While we benefitted from a stronger macro labor market, our initiatives to drive higher employee engagement and more operational consistency in our facilities have enhanced our ability to attract and retain employees in a competitive market. We have focused on more extensive clinical training and adherence to best practices and evidence-based protocols while investing in technology tools that support Acadia employees and clinicians across our 253 facilities. We have also had a stronger emphasis on our benefits and progressive career development opportunities for employees at all levels of our facilities. We commend our employees for an outstanding job in meeting the higher patient demand and effectively managing our operations in 2023.







I

Solid Execution Across Five Defined Growth Pathways

For 2023, we made significant progress towards meeting our strategic growth objectives and extended our market reach, adding a total of 595 beds through our five defined growth pathways:

Q Our first pathway centers around facility expansions by adding beds to our existing facilities across our network. This pathway allows us to leverage the existing infrastructure and experienced staff and efficiently expand services in established markets. In support of this growth pathway, we added 302 beds to existing facilities in 2023, in line with our stated goal to add approximately 300 beds. For 2024, we expect to accelerate our growth through this pathway and add more than 400 beds through facility expansions.

Q For our second pathway, we continued to focus on developing wholly owned de novo facilities in underserved markets for behavioral healthcare services. At the end of 2023, we opened the newly renovated 101-bed adult hospital as part of the Montrose Behavioral Health Hospital in Chicago, Illinois. We also completed construction of our 80-bed inpatient hospital, Coachella Valley Behavioral Health, located in Indio, California, which we expect to open later in 2024.

KƵƌ ĐŽŵƉƌĞŚĞŶƐŝǀĞ ƚƌĞĂƚŵĞŶƚ ĨĂĐŝůŝƟĞƐ͕ Žƌ  d Ɛ͕ ŽīĞƌ ĐŽŵƉƌĞŚĞŶƐŝǀĞ ĐĂƌĞ ĨŽƌ ƉĂƟĞŶƚƐ ǁŚŽ ĂƌĞ ĂīĞĐƚĞĚ ďǇ Kh ͘ KƵƌ  d Ɛ  ƐĞƌǀĞ Ă ǀŝƚĂů ƌŽůĞ ŝŶ ĂĚĚƌĞƐƐŝŶŐ ƚŚĞ ŐƌŽǁŝŶŐ ĂŶĚ ĐƌŝƟĐĂů ŶĞĞĚ ĨŽƌ ŵĞĚŝĐĂƟŽŶͲĂƐƐŝƐƚĞĚ ƚƌĞĂƚŵĞŶƚƐ ĨŽƌ ƉĂƟĞŶƚƐ ĚĞĂůŝŶŐ ǁŝƚŚ Kh ͕  ǁŚŝĐŚ ŶŽǁ ĂīĞĐƚƐ ŶĞĂƌůǇ ϭϬ ŵŝůůŝŽŶ ŝŶĚŝǀŝĚƵĂůƐ ŝŶ ƚŚĞ h͘^͘ tĞ ĂĚĚĞĚ Ɛŝǆ ŶĞǁ  d Ɛ ŝŶ ϮϬϮϯ͕ ŝŶ ůŝŶĞ ǁŝƚŚ ŽƵƌ ŽďũĞĐƟǀĞ͕ ĂŶĚ ǁĞ  ŝŶƚĞŶĚ ƚŽ ĂĐĐĞůĞƌĂƚĞ ƚŚĞ ĞǆƉĂŶƐŝŽŶ ŽĨ ƚŚŝƐ ŝŵƉŽƌƚĂŶƚ ĂƌĞĂ ŽĨ ŽƵƌ ďƵƐŝŶĞƐƐ ďǇ ĂĚĚŝŶŐ ƵƉ ƚŽ ϭϰ ŶĞǁ  d Ɛ ŝŶ ϮϬϮϰ͘  tĞ ƌĞŵĂŝŶ  ĨŽĐƵƐĞĚ ŽŶ ĚƌŝǀŝŶŐ ƐƚƌŽŶŐ ĐůŝŶŝĐĂů ŽƵƚĐŽŵĞƐ ĂŶĚ ŝŵƉƌŽǀŝŶŐ ĂĐĐĞƐƐ ƚŽ ƚƌĞĂƚŵĞŶƚ ĞŝƚŚĞƌ ƚŚƌŽƵŐŚ ŽƵƌ ƚƌĂĚŝƟŽŶĂů ŽƉŝŽŝĚ ƚƌĞĂƚŵĞŶƚ  ƉƌŽŐƌĂŵƐ Žƌ ďǇ ƵƟůŝǌŝŶŐ ŽƵƌ ŵŽďŝůĞ ǀĂŶƐ ĂŶĚ ƚĞůĞŚĞĂůƚŚ ƐŽůƵƟŽŶƐ͘ /ŵƉŽƌƚĂŶƚůǇ͕ ŶŽ ŵĂƩĞƌ ŚŽǁ ƉĂƟĞŶƚƐ ĐŽŵĞ ƚŽ  ĐĂĚŝĂ ĨŽƌ  Kh  ƚƌĞĂƚŵĞŶƚ͕ ǁĞ ĂƌĞ ĨŽĐƵƐĞĚ ŽŶ ĚĞůŝǀĞƌŝŶŐ ĂŶ ĞǆĐĞƉƟŽŶĂů ƉĂƟĞŶƚ ĞǆƉĞƌŝĞŶĐĞ͘   Ɛ ǁŝƚŚ Ăůů ŽĨ  ĐĂĚŝĂ͛Ɛ ƐĞƌǀŝĐĞ ůŝŶĞƐ͕ ƋƵĂůŝƚǇ  ƉĂƟĞŶƚ ĐĂƌĞ ŝƐ ĂůǁĂǇƐ Ă ƚŽƉ ƉƌŝŽƌŝƚǇ͕ ĂŶĚ ǁĞ ǁĞƌĞ ƉƌŽƵĚ ƚŽ ŚĂǀĞ ƌĞĐĞŶƚůǇ ƌĞĐĞŝǀĞĚ Ă ƋƵĂůŝƚǇ ƐĐŽƌĞ ŽĨ ŽǀĞƌ ϵϵ ƉĞƌĐĞŶƚ ĂĐƌŽƐƐ ϭϯ  ŵĞĂƐƵƌĞƐ ďǇ ƚŚĞ  ŽŵŵŝƐƐŝŽŶ ŽŶ  ĐĐƌĞĚŝƚĂƟŽŶ ŽĨ ZĞŚĂďŝůŝƚĂƟŽŶ &ĂĐŝůŝƟĞƐ ;  Z&Ϳ͘  

Q &Žƌ ŽƵƌ ƚŚŝƌĚ ŐƌŽǁƚŚ ƉĂƚŚǁĂǇ͕ ǁĞ ĂƌĞ ĞƐƉĞĐŝĂůůǇ ƉƌŽƵĚ ƚŽ ƉĂƌƚŶĞƌ ǁŝƚŚ ůĞĂĚŝŶŐ ŚĞĂůƚŚĐĂƌĞ ƉƌŽǀŝĚĞƌƐ ĂŶĚ ĞǆƉĂŶĚ ŽƵƌ ŵĂƌŬĞƚ ƌĞĂĐŚ  ƚŚƌŽƵŐŚ ŽƵƌ ũŽŝŶƚ ǀĞŶƚƵƌĞƐ͘  ĐĂĚŝĂ ŝƐ ĐŽŶƐŝĚĞƌĞĚ ĂŶ ĂƩƌĂĐƟǀĞ ƉĂƌƚŶĞƌ ŽĨ ĐŚŽŝĐĞ ĨŽƌ ĞƐƚĂďůŝƐŚŝŶŐ ƌĞůĂƟŽŶƐŚŝƉƐ ǁŝƚŚ ƉƌĞŵŝĞƌ ŚĞĂůƚŚ  ƐǇƐƚĞŵƐ ĂĐƌŽƐƐ ƚŚĞ ĐŽƵŶƚƌǇ͘  dŚƌŽƵŐŚ ŽƵƌ ũŽŝŶƚ ǀĞŶƚƵƌĞƐ͕ ǁĞ ĂůƐŽ ƐĞĞ Ă ƚƌĞŵĞŶĚŽƵƐ ŽƉƉŽƌƚƵŶŝƚǇ ƚŽ ŝŶƚĞŐƌĂƚĞ ďĞŚĂǀŝŽƌĂů ŚĞĂůƚŚ  ǁŝƚŚ ƉŚǇƐŝĐĂů ŚĞĂůƚŚ͘   Ɛ ƚŚĞ ůĞĂĚŝŶŐ ƉƵƌĞͲƉůĂǇ ďĞŚĂǀŝŽƌĂů ŚĞĂůƚŚ ƉƌŽǀŝĚĞƌ͕ ǁĞ ƉƌŽǀŝĚĞ ĐůŝŶŝĐĂů ĞǆƉĞƌƟƐĞ ĂŶĚ ĞǆƉĞƌŝĞŶĐĞ ǁŝƚŚ Ă  ƉƌŽǀĞŶ ĂďŝůŝƚǇ ƚŽ ĚĞůŝǀĞƌ ŚŝŐŚ ƋƵĂůŝƚǇ ĐĂƌĞ͘  ƚ ƚŚĞ ƐĂŵĞ ƟŵĞ͕ ǁĞ ǀĂůƵĞ ƚŚĞ ŝŵƉŽƌƚĂŶĐĞ ŽĨ ŽƵƌ ƉĂƌƚŶĞƌ͛Ɛ ƐƚƌŽŶŐ ŵĂƌŬĞƚ ƉƌĞƐĞŶĐĞ ĂŶĚ  ĞƐƚĂďůŝƐŚĞĚ ƌĞƉƵƚĂƟŽŶ ŝŶ ƚŚĞ ůŽĐĂů ĐŽŵŵƵŶŝƚǇ͘  ĂĐŚ ƉĂƌƚŶĞƌƐŚŝƉ ŝƐ ƚĂŝůŽƌĞĚ ƚŽ ŵĞĞƚ ƚŚĞ ƐƉĞĐŝĮĐ ŶĞĞĚƐ ŽĨ ƚŚĞ ƐǇƐƚĞŵ ĂŶĚ ƵŶŝƋƵĞ  ĚǇŶĂŵŝĐƐ ŽĨ ƚŚĞ ůŽĐĂů ĐŽŵŵƵŶŝƚǇ͘ tĞ ǁŽƌŬ ĚŝůŝŐĞŶƚůǇ ƚŽ ĞŶƐƵƌĞ ƚŚĂƚ ƉƌŝŽƌŝƟĞƐ͕ ŵŝƐƐŝŽŶ͕ ĂŶĚ ǀĂůƵĞƐ ĂƌĞ ĂůŝŐŶĞĚ ǁŚŝůĞ ůĞǀĞƌĂŐŝŶŐ ƚŚĞ  ďĞƐƚ ŽĨ ďŽƚŚ ŽƌŐĂŶŝǌĂƟŽŶƐ͘  dŽŐĞƚŚĞƌ ǁŝƚŚ ŽƵƌ ũŽŝŶƚ ǀĞŶƚƵƌĞ ƉĂƌƚŶĞƌƐ͕ ǁĞ ŚĂǀĞ Ă ƐŚĂƌĞĚ ĐŽŵŵŝƚŵĞŶƚ ƚŽ ƉƌŽǀŝĚŝŶŐ ĂĐĐĞƐƐ ƚŽ ŚŝŐŚͲ ƋƵĂůŝƚǇ͕ ĐŽŵƉĂƐƐŝŽŶĂƚĞ ďĞŚĂǀŝŽƌĂů ŚĞĂůƚŚĐĂƌĞ ĂŶĚ ƐƵƉƉŽƌƟŶŐ ƚŚĞ ĐƌŝƟĐĂů ŶĞĞĚ ŝŶ ŵŽƌĞ ůŽĐĂů ĐŽŵŵƵŶŝƟĞƐ͘

/Ŷ ϮϬϮϯ͕ ǁĞ ĂŶŶŽƵŶĐĞĚ ŶĞǁ ũŽŝŶƚ ǀĞŶƚƵƌĞ ƉĂƌƚŶĞƌƐŚŝƉƐ ǁŝƚŚ ^ŽůƵƟŽŶ,ĞĂůƚŚ ĨŽƌ Ă ϭϰϰͲďĞĚ ďĞŚĂǀŝŽƌĂů ŚĞĂůƚŚ ŚŽƐƉŝƚĂů ŝŶ ƐŽƵƚŚĞĂƐƚ  EĞǁ ,ĂŵƉƐŚŝƌĞ ĂŶĚ ǁŝƚŚ EĞďƌĂƐŬĂ DĞƚŚŽĚŝƐƚ ,ĞĂůƚŚ ^ǇƐƚĞŵ ƚŽ ďƵŝůĚ Ă ϵϲͲďĞĚ ďĞŚĂǀŝŽƌĂů ŚĞĂůƚŚ ŚŽƐƉŝƚĂů ŝŶ  ŽƵŶĐŝů  ůƵīƐ͕  /ŽǁĂ͘   ŽƚŚ ŽĨ ƚŚĞƐĞ ƉĂƌƚŶĞƌƐŚŝƉƐ ĞǆƉĂŶĚ  ĐĂĚŝĂ͛Ɛ ĂĐƵƚĞ ƐĞƌǀŝĐĞ ůŝŶĞ ŝŶƚŽ ŶĞǁ ƐƚĂƚĞƐ͕ ĂŶĚ ǁĞ ůŽŽŬ ĨŽƌǁĂƌĚ ƚŽ ƚŚĞ ŽƉƉŽƌƚƵŶŝƚǇ ƚŽ  ƉƌŽǀŝĚĞ ƋƵĂůŝƚǇ ďĞŚĂǀŝŽƌĂů ŚĞĂůƚŚĐĂƌĞ ƚŽ ƚŚĞ ƌĞƐƉĞĐƟǀĞ ĐŽŵŵƵŶŝƟĞƐ͘  

 ƵƌŝŶŐ ƚŚĞ ƉĂƐƚ ǇĞĂƌ͕ ǁĞ ĂůƐŽ ĐŽŵƉůĞƚĞĚ ĐŽŶƐƚƌƵĐƟŽŶ ĂŶĚ ŽƉĞŶĞĚ ƚǁŽ ƉƌĞǀŝŽƵƐůǇ ĂŶŶŽƵŶĐĞĚ ĨĂĐŝůŝƟĞƐ ǁŝƚŚ ũŽŝŶƚ ǀĞŶƚƵƌĞ  ƉĂƌƚŶĞƌƐ͘ tĞ ŽƉĞŶĞĚ Ă ϵϲͲďĞĚ ŚŽƐƉŝƚĂů ǁŝƚŚ  ƌŽŶƐŽŶ  ĞŚĂǀŝŽƌĂů ,ĞĂůƚŚ ,ŽƐƉŝƚĂů ŝŶ  ĂƩůĞ  ƌĞĞŬ͕ DŝĐŚŝŐĂŶ͕ ĂŶĚ Ă ϵϲͲďĞĚ  ŚŽƐƉŝƚĂů ǁŝƚŚ 'ĞŝƐŝŶŐĞƌ  ĞŚĂǀŝŽƌĂů ,ĞĂůƚŚ EŽƌƚŚǁĞƐƚ͕ ůŽĐĂƚĞĚ ŝŶ DŽŽƐŝĐ͕ WĞŶŶƐǇůǀĂŶŝĂ͘ dŚŝƐ ŝƐ ƚŚĞ ĮƌƐƚ ŽĨ ƚǁŽ ŚŽƐƉŝƚĂůƐ ǁĞ ǁŝůů  ďĞ ŽƉĞŶŝŶŐ ǁŝƚŚ 'ĞŝƐŝŶŐĞƌ ŝŶ WĞŶŶƐǇůǀĂŶŝĂ͕ ĂŶĚ ǁĞ ĂŶƟĐŝƉĂƚĞ ďƌĞĂŬŝŶŐ ŐƌŽƵŶĚ ĨŽƌ ƚŚĞ ƐĞĐŽŶĚ ŚŽƐƉŝƚĂů͕ ůŽĐĂƚĞĚ ŝŶ  ĂŶǀŝůůĞ͕ ŝŶ  DĂǇ ϮϬϮϰ͘ tĞ ƉůĂŶ ƚŽ ŽƉĞŶ ŶĞǁ ŚŽƐƉŝƚĂůƐ ǁŝƚŚ /ŶƚĞƌŵŽƵŶƚĂŝŶ ,ĞĂůƚŚ ŝŶ  ĞŶǀĞƌ͕  ŽůŽƌĂĚŽ͕ ĂŶĚ ,ĞŶƌǇ &ŽƌĚ ,ĞĂůƚŚ ŝŶ  ĞƚƌŽŝƚ͕  DŝĐŚŝŐĂŶ͕ ůĂƚĞƌ ŝŶ ϮϬϮϰ͘ 










II

/Ŷ ĞĂƌůǇ :ĂŶƵĂƌǇ ϮϬϮϰ͕ ǁĞ ĂŶŶŽƵŶĐĞĚ ŽƵƌ ϮϭƐƚ ƉĂƌƚŶĞƌƐŚŝƉ͕ Ă ũŽŝŶƚ ǀĞŶƚƵƌĞ ƉĂƌƚŶĞƌƐŚŝƉ ǁŝƚŚ  ƐĐĞŶƐŝŽŶ ^ĞƚŽŶ͕ ŽŶĞ ŽĨ ƚŚĞ ŶĂƟŽŶ͛Ɛ  ůĞĂĚŝŶŐ ŝŶƚĞŐƌĂƚĞĚ ŚĞĂůƚŚĐĂƌĞ ƐǇƐƚĞŵƐ͘ dŚĞ ũŽŝŶƚ ǀĞŶƚƵƌĞ ǁŝůů ĨŽĐƵƐ ŽŶ Ă ϭϬϲͲďĞĚ ĞǆƉĂŶƐŝŽŶ ŽĨ  ĐĂĚŝĂ͛Ɛ ĐƵƌƌĞŶƚ ŽƉĞƌĂƟŽŶƐ  Ăƚ  ƌŽƐƐ  ƌĞĞŬ ,ŽƐƉŝƚĂů ŝŶ  ƵƐƟŶ͕ dĞǆĂƐ͕ ƉƌŽǀŝĚŝŶŐ ŐƌĞĂƚĞƌ ĂĐĐĞƐƐ ƚŽ ďĞŚĂǀŝŽƌĂů ŚĞĂůƚŚĐĂƌĞ ŝŶ  ƵƐƟŶ ĂŶĚ ŝƚƐ ƐƵƌƌŽƵŶĚŝŶŐ  ĐŽŵŵƵŶŝƟĞƐ ƚŚĂƚ ŝƐ ƐůĂƚĞĚ ƚŽ ŽƉĞŶ ŝŶ ůĂƚĞ ϮϬϮϰ͘ EŽƚĂďůǇ͕ ƚŚŝƐ ŝƐ ƚŚĞ  ŽŵƉĂŶǇ͛Ɛ ƐĞĐŽŶĚ ũŽŝŶƚ ǀĞŶƚƵƌĞ ƉĂƌƚŶĞƌƐŚŝƉ ǁŝƚŚ  ƐĐĞŶƐŝŽŶ  ĂŶĚ ĨŽůůŽǁƐ ƚŚĞ ϮϬϮϬ ŽƉĞŶŝŶŐ ŽĨ  ƐĐĞŶƐŝŽŶ ^ƚ͘ dŚŽŵĂƐ͕ Ă ďĞŚĂǀŝŽƌĂů ŚĞĂůƚŚ ĨĂĐŝůŝƚǇ ŝŶ EĂƐŚǀŝůůĞ͕ dĞŶŶĞƐƐĞĞ͘  dŚĞ ũŽŝŶƚ ǀĞŶƚƵƌĞ  ŚŽƐƉŝƚĂů ǁŝůů ĂůƐŽ ďĞ ŽŶĞ ŽĨ ƚŚĞ ƚƌĂŝŶŝŶŐ ƐŝƚĞƐ ĨŽƌ ƐƚƵĚĞŶƚƐ͕ ƌĞƐŝĚĞŶƚƐ ĂŶĚ ĨĞůůŽǁƐ ĨƌŽŵ ƚŚĞ  Ğůů DĞĚŝĐĂů ^ĐŚŽŽů Ăƚ dŚĞ hŶŝǀĞƌƐŝƚǇ ŽĨ  dĞǆĂƐ Ăƚ  ƵƐƟŶ͘

dŽĚĂǇ͕  ĐĂĚŝĂ ŚĂƐ Ϯϭ ũŽŝŶƚ ǀĞŶƚƵƌĞ ƉĂƌƚŶĞƌƐŚŝƉƐ ĨŽƌ ϮϮ ŚŽƐƉŝƚĂůƐ͕ ǁŝƚŚ ϭϭ ŚŽƐƉŝƚĂůƐ ŽƉĞŶĞĚ ƐŝŶĐĞ ϮϬϭϱ ĂŶĚ ϭϭ ĂĚĚŝƟŽŶĂů ŚŽƐƉŝƚĂůƐ 

ĞǆƉĞĐƚĞĚ ƚŽ ŽƉĞŶ ŽǀĞƌ ƚŚĞ ŶĞǆƚ ĨĞǁ ǇĞĂƌƐ͘  ĐĂĚŝĂ ŝƐ ĐŽŵŵŝƩĞĚ ƚŽ ƉƌŽǀŝĚŝŶŐ ŝŶŶŽǀĂƟǀĞ͕ ǀĂůƵĞͲĂĚĚĞĚ ƐŽůƵƟŽŶƐ ĂŶĚ ĚĞǀĞůŽƉŝŶŐ 

ƐƵĐĐĞƐƐĨƵů͕ ůŽŶŐͲƚĞƌŵ ƉĂƌƚŶĞƌƐŚŝƉƐ ƚŚĂƚ ĞǆƉĂŶĚ ĂĐĐĞƐƐ ƚŽ ďĞŚĂǀŝŽƌĂů ŚĞĂůƚŚ ƐĞƌǀŝĐĞƐ ĂŶĚ ŝŵƉƌŽǀĞ ƚŚĞ ůŝǀĞƐ ŽĨ ƉĂƟĞŶƚƐ͕ ĨĂŵŝůŝĞƐ͕ 

ĂŶĚ ĐŽŵŵƵŶŝƟĞƐ͘  :ŽŝŶƚ ǀĞŶƚƵƌĞƐ ǁŝůů ĐŽŶƟŶƵĞ ƚŽ ƉůĂǇ ĂŶ ŝŵƉŽƌƚĂŶƚ ƌŽůĞ ŝŶ  ĐĂĚŝĂ͛Ɛ ĨƵƚƵƌĞ ŐƌŽǁƚŚ͕ ĂŶĚ ǁĞ ĂƌĞ ĞǆĐŝƚĞĚ ĂďŽƵƚ ƚŚĞ 

ŽƉƉŽƌƚƵŶŝƟĞƐ ƚŽ ǁŽƌŬ ǁŝƚŚ ŽƚŚĞƌ ůĞĂĚŝŶŐ ƉƌŽǀŝĚĞƌƐ ŝŶ ĂƩƌĂĐƟǀĞ ŵĂƌŬĞƚƐ͘  

Q &Žƌ ŽƵƌ ĨŽƵƌƚŚ ƉĂƚŚǁĂǇ͕ ǁĞ ĐŽŶƟŶƵĞ ƚŽ ůŽŽŬ ĨŽƌ ĂĐƋƵŝƐŝƟŽŶƐ ƚŚĂƚ ƐƵƉƉŽƌƚ ŽƵƌ ŐƌŽǁƚŚ ŽďũĞĐƟǀĞƐ ĂŶĚ ŵĞĞƚ ƚŚĞ ĐƌŝƚĞƌŝĂ ŽĨ ŽƵƌ  ĐĂƉŝƚĂů ĂůůŽĐĂƟŽŶ ƐƚƌĂƚĞŐǇ͘ /Ŷ ϮϬϮϯ͕ ǁĞ ĂŶŶŽƵŶĐĞĚ ƚŚĞ ĂĐƋƵŝƐŝƟŽŶ ŽĨ dƵƌŶŝŶŐ WŽŝŶƚ  ĞŶƚĞƌƐ͕ Ă ϳϲͲďĞĚ ƐƉĞĐŝĂůƚǇ ƉƌŽǀŝĚĞƌ ŽĨ  ƐƵďƐƚĂŶĐĞ ƵƐĞ ĚŝƐŽƌĚĞƌ ĂŶĚ ƉƌŝŵĂƌǇ ŵĞŶƚĂů ŚĞĂůƚŚ ƚƌĞĂƚŵĞŶƚ ƐĞƌǀŝĐĞƐ ƚŚĂƚ ƐƵƉƉŽƌƚƐ ƚŚĞ ^Ăůƚ >ĂŬĞ  ŝƚǇ͕ hƚĂŚ͕ ŵĞƚƌŽƉŽůŝƚĂŶ ŵĂƌŬĞƚ͘   tĞ ǁŝůů ĐŽŶƟŶƵĞ ŽƵƌ ĚŝƐĐŝƉůŝŶĞĚ ĂƉƉƌŽĂĐŚ ƚŽ ŝĚĞŶƟĨǇŝŶŐ ĂĐƋƵŝƐŝƟŽŶƐ ƚŚĂƚ ŵĞĞƚ ŽƵƌ ĐƌŝƚĞƌŝĂ ƚŽ ƌĞĂĐŚ ŶĞǁ ŵĂƌŬĞƚƐ ĂŶĚ ĞŶŚĂŶĐĞ ŽƵƌ  ƐĞƌǀŝĐĞ ŽīĞƌŝŶŐ͘ 

Q KƵƌ ĮŌŚ ŐƌŽǁƚŚ ƉĂƚŚǁĂǇ͕ ĞǆƚĞŶĚŝŶŐ ƚŚĞ ĐŽŶƟŶƵƵŵ ŽĨ ĐĂƌĞ͕ ŝƐ ŝŶƚĞŐƌĂů ƚŽ ŽƵƌ ŽǀĞƌĂůů ĐůŝŶŝĐĂů ƐƚƌĂƚĞŐǇ͘ KŶĞ ŽĨ ƚŚĞ ŬĞǇ ĨŽĐƵƐ ĂƌĞĂƐ  ŽĨ ƚŚŝƐ ƉĂƚŚǁĂǇ ŝƐ ĞǆƉĂŶĚŝŶŐ ŽƵƌ ƉĂƌƟĂů ŚŽƐƉŝƚĂůŝǌĂƟŽŶ ƉƌŽŐƌĂŵƐ ;W,WͿ ĂŶĚ ŝŶƚĞŶƐŝǀĞ ŽƵƚƉĂƟĞŶƚ ƉƌŽŐƌĂŵƐ ;/KWͿ ƚŚĂƚ ĐĂŶ ƉƌŽǀŝĚĞ  ĨŽƵƌ ƚŽ Ɛŝǆ ŚŽƵƌƐ ŽĨ ĐĂƌĞ ƉĞƌ ĚĂǇ͘ dŚĞ ŵĂũŽƌŝƚǇ ŽĨ ŽƵƌ ĂĐƵƚĞ ĂŶĚ ƐƉĞĐŝĂůƚǇ ƉĂƟĞŶƚƐ ĐĂŶ ĐůŝŶŝĐĂůůǇ ďĞŶĞĮƚ ĨƌŽŵ ƚŚĞƐĞ ƉƌŽŐƌĂŵƐ ĂƐ ƚŚĞǇ  ŽīĞƌ Ă ƐƚĞƉͲĚŽǁŶ ůĞǀĞů ŽĨ ĐĂƌĞ ĂŌĞƌ ďĞŝŶŐ ĚŝƐĐŚĂƌŐĞĚ ĨƌŽŵ Ă ŚŝŐŚ ĂĐƵŝƚǇ ƐƚĂǇ ĂŶĚ ĂůƐŽ ĞŶĂďůĞ ŽƵƌ ƉĂƟĞŶƚƐ ƚŽ ƐƚĞƉ ƵƉ ĂŐĂŝŶ ŝŶ ĂĐƵŝƚǇ  ĂƐ ƚŚĞŝƌ ŶĞĞĚƐ ĐŚĂŶŐĞ͘ dŚŝƐ ĂĚĚŝƟŽŶĂů ƐĞƌǀŝĐĞ ŽīĞƌŝŶŐ ŶŽƚ ŽŶůǇ ŝŵƉƌŽǀĞƐ ĐůŝŶŝĐĂů ŽƵƚĐŽŵĞƐ͕ ďƵƚ ĂůƐŽ ĞŶŚĂŶĐĞƐ ƚŚĞ ŽǀĞƌĂůů ƉĂƟĞŶƚ  ĞǆƉĞƌŝĞŶĐĞ͘ tĞ ĂĚĚĞĚ ϯϵ ŽƵƚƉĂƟĞŶƚ ƉƌŽŐƌĂŵƐ ĚƵƌŝŶŐ ϮϬϮϯ͕ ĂŶĚ ǁĞ ĂƌĞ ĨŽĐƵƐĞĚ ŽŶ ĐƌĞĂƟŶŐ ŵŽƌĞ ŽƉƉŽƌƚƵŶŝƟĞƐ ĨŽƌ ŽƵƌ ƉĂƟĞŶƚƐ ƚŽ  ƵƟůŝǌĞ W,W Žƌ /KW ƐĞƌǀŝĐĞƐ͕ ĂƐ ŽŶůǇ Ă ƉŽƌƟŽŶ ŽĨ ŽƵƌ ĐůŝŶŝĐĂůůǇ ĞůŝŐŝďůĞ ƉĂƟĞŶƚƐ ƐƚĞƉ ĚŽǁŶ ƚŽ ƉŽƐƚͲĚŝƐĐŚĂƌŐĞ ĐĂƌĞ͘

 ĚĚŝƟŽŶĂůůǇ͕ ǁĞ ĐŽŶƟŶƵĞ ƚŽ ƉƌŽŵŽƚĞ ĐŽŶƟŶƵŝƚǇ ŽĨ ĐĂƌĞ ĂĐƌŽƐƐ ŽƵƌ ƐĞƌǀŝĐĞ ůŝŶĞƐ ŝŶ ƚŚĞ ĨŽƌŵ ŽĨ ĐůŝŶŝĐĂůůǇ ĂƉƉƌŽƉƌŝĂƚĞ ĐƌŽƐƐͲ ƌĞĨĞƌƌĂůƐ͘ &Žƌ ĞǆĂŵƉůĞ͕ ǁĞ ŬŶŽǁ ƚŚĂƚ ĂƉƉƌŽǆŝŵĂƚĞůǇ ϳϬ ƉĞƌĐĞŶƚ ŽĨ ŽƵƌ ƐƉĞĐŝĂůƚǇ ƌĞƐŝĚĞŶƟĂů ƉĂƟĞŶƚƐ ŚĂǀĞ ĂŶ Kh  ĚŝĂŐŶŽƐŝƐ͘  DĂŶǇ ŽĨ ƚŚĞƐĞ ƉĂƟĞŶƚƐ ĐĂŶ ďĞŶĞĮƚ ĨƌŽŵ ƉŽƐƚͲĚŝƐĐŚĂƌŐĞ ƐƚĞƉ ĚŽǁŶ ƚŽ ŽƵƌ ŽƵƚƉĂƟĞŶƚ  d Ɛ ĨŽƌ Kh ͘ tŝƚŚ ƚŚĞƐĞ ĂŶĚ ŽƚŚĞƌ ƐŝŵŝůĂƌ  ƉĂƟĞŶƚ ŶĞĞĚƐ ŝŶ ŵŝŶĚ͕ ǁĞ ĐŽŶƟŶƵĞ ƚŽ ƌĞĮŶĞ ĂŶĚ ƐĐĂůĞ ŽƵƌ ĐůŝŶŝĐĂůůǇ ĂƉƉƌŽƉƌŝĂƚĞ ĐƌŽƐƐͲƌĞĨĞƌƌĂů ƉƌŽŐƌĂŵƐ͘  

Patient Safety and Quality Care are Top Priorities

As we continue to extend our market reach, patient safety and quality patient care remain our top priorities for delivering the best possible outcome for our patients. Quality is foundational to every aspect of the work we do at Acadia and drives operational effectiveness. Our quality initiatives are focused on providing industry leading care to the patients we serve every day and supporting our Acadia clinical teams through leadership development and thorough, competency-based training and building proactive tools for identifying risks and opportunities and effective responses.

In 2023, we focused on making significant technology investments to further strengthen our core capabilities, improve quality and enable us to deliver stronger clinical outcomes. Our recent investments in electronic medical records, or EMRs, have helped support our clinical staff with improved retention, employee satisfaction and workflow efficiencies. Implemented with valuable insight from our medical, nursing and clinical leaders, our optimized EMR ensures we translate the best of behavioral science into practice for every patient. In addition, we have now implemented patient-monitoring technology in 53 facilities, promoting higher touch care for fewer incidents and enhanced patient safety. These investments also provide access to predictive analytics
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and quality data that provide a better framework for value-based care. The ability to measure and validate outcomes is especially important for collaborating with payors who are very focused on clinical health outcomes for their members. We will continue to look for ways to leverage technology that supports long-term operational excellence across our network, including technology that further enhances employee safety and engagement.

Looking Ahead

In 2023, The World Health Organization recognized the importance of mental health as a universal human right. This theme

is fundamental to Acadia’s mission, and our focus of ensuring access to industry-leading, high-quality care for all those in

need of our services. As the nation’s largest pure-play behavioral health provider, we are committed to applying our

recognized scale and expertise to help set the standards for care that address the escalating demand for behavioral health

and substance use treatment. We continue to look for opportunities and innovations that support patients across the continuum

of care and help to expand the scope of services provided. Our results for 2023 demonstrate our ability to execute our strategy

with favorable results. As we look to 2024, our strategic priorities are to fuel facility growth, accelerate expansion across the

care continuum and continue to strengthen our capabilities and deliver the highest quality patient care for those who come to

us for treatment.

We look forward to the opportunities ahead for Acadia as we continue to lead the behavioral health industry in 2024 and beyond. We acknowledge Acadia’s 23,500 dedicated employees across our 253 facilities who are the reason for our past success and provide us with confidence for the future. We are also profoundly grateful for the support of our extraordinary leadership team and Board of Directors. Together, we will pursue our shared mission to provide high quality care to our patients and support the communities we serve.

Thank you for the support your investment provides.

Sincerely,
[image: ]





Christopher H. Hunter

Chief Executive Officer and Director
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Safe Harbor

Some of the statements made in this letter constitute forward-looking statements within the meaning of The Private Securities Litigation Reform Act of 1995. Forward-looking statements include any statements that address future results or occurrences. In some cases you can identify forward-looking statements by terminology such as “may,” “might, “will,” “should,” “could” or the negative thereof. Generally, the words “anticipate,” “believe,” “continues,” “expect,” “intend,” “estimate,” “project,” “plan” and similar expressions identify forward-looking statements. In particular, statements about our expectations, beliefs, plans, objectives, assumptions or future events or performance contained in this letter are forward-looking statements.

We have based these forward-looking statements on our current expectations, assumptions, estimates and projections. While we believe these expectations, assumptions, estimates and projections are reasonable, such forward-looking statements are only predictions and involve known and unknown risks, uncertainties and other factors, many of which are outside of our control, which could cause our actual results, performance or achievements to differ materially from any results, performance or achievements expressed or implied by such forward-looking statements.

Given these risks and uncertainties, you are cautioned not to place undue reliance on such forward-looking statements.

These risks and uncertainties may cause our actual future results to be materially different than those expressed in our forward-looking statements. Additional risks and uncertainties are described more fully in “Risk Factors” in periodic reports

and other filings with the Securities and Exchange Commission. These forward-looking statements are made only as of the date of this letter.

We do not undertake and specifically decline any obligation to update any such statements or to publicly announce the results of any revisions to any such statements to reflect future events or developments.
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Comparative Performance Graph

The following graph compares the cumulative total stockholder return on the Company’s common stock with (a) the performance of a broad equity market indicator and (b) the performance of a published industry index or peer group. Historically, we have used the NASDAQ U.S. Stocks Benchmark Index as our broad equity market indicator and the NASDAQ Health Care Providers Index as our peer group. In 2022, we selected the S&P 500 as our broad equity market index as we believe it is more commonly used by investors relative to our prior index. We also selected the S&P Health Care Services Select Industry Index because we believe it is more representative of healthcare companies that we view as our peers for comparison, benchmarking and other purposes. We have included the performance of both equity market indices and peer group indices below. The graph assumes the investment on December 31, 2018, of $100 and that all dividends were reinvested at the time they were paid. The table following the graph presents the corresponding data for December 31, 2018, and each subsequent fiscal year end.
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	12/31/18
	12/31/19
	12/31/20
	12/31/21
	12/31/22
	12/31/23
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Acadia Healthcare Company, Inc.
	
	
	
	100.00
	129.20
	195.44
	236.01
	320.03
	302.26
	
	

	Nasdaq U.S. Stocks Benchmark Index
	100.00
	131.17
	159.07
	200.26
	160.75
	203.23
	
	

	Nasdaq Health Care Providers
	
	
	
	100.00
	120.86
	35.33
	45.07
	45.44
	45.49
	
	

	S&P Health Care Services Select Industry Index
	100.00
	119.18
	159.48
	175.42
	140.90
	148.19
	
	

	S&P 500 Index
	
	
	
	100.00
	131.49
	155.68
	200.37
	164.08
	207.21
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VI

Acadia Healthcare Company, Inc.


Reconciliation of Net (Loss) Income Attributable to Acadia Healthcare Company, Inc. to Adjusted EBITDA (Unaudited)

Year Ended December 31,

	(In thousands)
	
	
	2023
	
	2022

	Net (loss) income attributable to Acadia Healthcare Company, Inc.
	$
	(21,667)
	$
	273,139

	Net income attributable to noncontrolling interests
	
	
	6,006
	
	6,894

	(Benefit from) provision for income taxes
	
	
	(9,699)
	
	94,110

	Interest expense, net
	
	
	82,125
	
	69,760

	Depreciation and amortization
	
	
	132,349
	
	117,769

	EBITDA
	
	
	189,114
	
	561,672

	Adjustments:
	
	
	
	
	

	Equity-based compensation expense (a)
	
	
	32,289
	
	29,635

	Transaction, legal and other costs (b)
	
	
	62,026
	
	23,792

	Legal settlements expense (c)
	
	
	394,181
	
	—

	Loss on impairment (d)
	
	
	9,790
	
	—

	Gain on sale of property (e)
	
	
	(9,747)
	
	—

	Adjusted EBITDA
	$
	677,653
	$
	615,099

	Adjusted EBITDA margin
	
	
	23.1%
	
	23.6%

	Income from provider relief fund
	
	
	(6,419)
	
	(21,451)

	Adjusted EBITDA excluding income from provider relief fund
	$
	671,234
	$
	593,648

	Adjusted EBITDA margin excluding income from provider relief fund
	
	
	22.9%
	
	22.7%





































VII

Reconciliation of Net (Loss) Income Attributable to Acadia Healthcare Company, Inc. to Adjusted Income Attributable to Acadia Healthcare Company, Inc. (Unaudited)

Year Ended December 31,

	(In thousands, except per share amounts)
	
	2023
	
	2022

	Net (loss) income attributable to Acadia Healthcare Company, Inc.
	$
	(21,667)
	$
	273,139

	Adjustments to income:
	
	
	
	

	Transaction, legal and other costs (b)
	
	62,026
	
	23,792

	Legal settlements expense (c)
	
	394,181
	
	—

	Loss on impairment (d)
	
	9,790
	
	—

	Gain on sale of property (e)
	
	(9,747)
	
	—

	(Benefit from) provision for income taxes
	
	(9,699)
	
	94,110

	Adjusted income before income taxes attributable to
	
	
	
	

	Acadia Healthcare Company, Inc.
	
	424,884
	
	391,041

	Income tax effect of adjustments to income (f)
	
	104,697
	
	100,067

	Adjusted income attributable to Acadia Healthcare Company, Inc.
	
	320,187
	
	290,974

	Income from provider relief fund, net of taxes
	
	(4,678)
	
	(15,631)

	Adjusted income attributable to Acadia Healthcare Company, Inc.
	
	
	
	

	excluding income from provider relief fund
	$
	315,509
	$
	275,343

	Weighted-average shares outstanding - diluted (g)
	
	91,826
	
	91,555

	Adjusted income attributable to Acadia Healthcare Company, Inc.
	
	
	
	

	per diluted share
	
	$3.49
	
	$3.18

	Income from provider relief fund, net of taxes, per diluted share
	
	(0.05)
	
	(0.17)

	Adjusted income attributable to Acadia Healthcare Company, Inc.,
	
	
	
	

	excluding income from provider relief fund, per diluted share
	
	$3.44
	
	$3.01




































VIII

Footnotes

We have included certain financial measures in this annual report, including those listed below, which are “non-GAAP financial measures” as defined under the rules and regulations promulgated by the SEC. These non-GAAP financial measures include, and are defined, as follows:

· EBITDA: net (loss) income attributable to Acadia Healthcare Company, Inc. adjusted for net income attributable to noncontrolling interests, (benefit from) provision for income taxes, net interest expense and depreciation and amortization.

· Adjusted EBITDA: EBITDA adjusted for equity-based compensation expense, transaction, legal and other costs, legal settlements expense, loss on impairment and gain on sale of property.

· Adjusted EBITDA excluding income from provider relief fund: Adjusted EBITDA adjusted for income from provider relief fund.

· Adjusted EBITDA margin: Adjusted EBITDA divided by revenue.

· Adjusted EBITDA margin excluding income from provider relief fund: Adjusted EBITDA excluding income from provider relief fund divided by revenue.

· Adjusted income before income taxes attributable to Acadia Healthcare Company, Inc.: net (loss) income attributable to Acadia Healthcare Company, Inc. adjusted for transaction, legal and other costs, legal settlements expense, loss on impairment, gain on sale of property and (benefit from) provision for income taxes.

· Adjusted income attributable to Acadia Healthcare Company, Inc.: Adjusted income before income taxes attributable to Acadia Healthcare Company, Inc. adjusted for the income tax effect of adjustments to income.

· Adjusted income attributable to Acadia Healthcare Company, Inc. excluding income from provider relief fund: Adjusted income attributable to Acadia Healthcare Company, Inc. adjusted for income from provider relief fund.

· Net leverage ratio: Long-term debt (excluding $10.4 million of unamortized debt issuance costs, discount and premium) less cash and cash equivalents divided by Adjusted EBITDA for the trailing twelve months.

The non-GAAP financial measures presented herein are supplemental measures of our performance and are not required by, or presented in accordance with, generally accepted accounting principles in the United States (“GAAP”). The non-GAAP financial measures presented herein are not measures of our financial performance under GAAP and should not be considered as alternatives to net income or any other performance measures derived in accordance with GAAP or as an alternative to cash flow from operating activities as measures of our liquidity. Our measurements of these non-GAAP financial measures may not be comparable to similarly titled measures of other companies. We have included information concerning the non-GAAP financial measures in this annual report because we believe that such information is used by certain investors as measures of a company’s historical performance. We believe these measures are frequently used by securities analysts, investors and other interested parties in the evaluation of issuers of equity securities, many of which present similar non-GAAP financial measures when reporting their results. Because the non-GAAP financial measures are not measurements determined in accordance with GAAP and are thus susceptible to varying calculations, the non-GAAP financial measures, as presented, may not be comparable to other similarly titled measures of other companies. Our presentation of these non-GAAP financial measures should not be construed as an inference that our future results will be unaffected by unusual or nonrecurring items.

(a) Represents the equity-based compensation expense of Acadia.

(b) Represents transaction, legal and other costs incurred by Acadia primarily related to legal, management transition, termination, restructuring, acquisition and other similar costs.

(c) Represents legal settlements expense related to the Desert Hills litigation.

(d) During the year ended December 31, 2023, we recorded non-cash impairment charges totaling $9.8 million, related to the closure of certain facilities.

(e) Represents gain on facility property sale.

(f) Represents the income tax effect of adjustments to income based on tax rates of 24.6% and 25.6% for the years ended December 31, 2023 and 2022, respectively.

(g) For the year ended December 31, 2023, approximately 0.9 million outstanding shares or restricted stock units and shares of common stock issuable upon exercise of outstanding stock option awards have been included in the calculation of weighted-average shares outstanding-diluted. These shares are excluded from the calculation of diluted earnings per share in the condensed consolidated statement of operations because the net loss for the year ended December 31, 2023 causes such securities to be anti-dilutive.
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,IDQHPHUJLQJJURZWKFRPSDQ\LQGLFDWHE\FKHFNPDUNLIWKHUHJLVWUDQWKDVHOHFWHGQRWWRXVHWKHH[WHQGHGWUDQVLWLRQSHULRGIRUFRPSO\LQJZLWKDQ\QHZRU UHYLVHGILQDQFLDODFFRXQWLQJVWDQGDUGVSURYLGHGSXUVXDQWWR6HFWLRQDRIWKH([FKDQJH$FWտ

,QGLFDWHE\FKHFNPDUNZKHWKHUWKHUHJLVWUDQWKDVILOHGDUHSRUWRQDQGDWWHVWDWLRQWRLWVPDQDJHPHQW¶VDVVHVVPHQWRIWKHHIIHFWLYHQHVVRILWVLQWHUQDOFRQWURORYHU

ILQDQFLDOUHSRUWLQJXQGHU6HFWLRQERIWKH6DUEDQHV2[OH\$FW86&EE\WKHUHJLVWHUHGSXEOLFDFFRXQWLQJILUPWKDWSUHSDUHGRULVVXHGLWVDXGLWUHSRUW ց
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$VRI-XQHWKHDJJUHJDWHPDUNHWYDOXHRIWKHVKDUHVRIFRPPRQVWRFNRIWKHUHJLVWUDQWKHOGE\QRQDIILOLDWHVZDVDSSUR[LPDWHO\ELOOLRQEDVHGRQ WKHFORVLQJSULFHRIWKHUHJLVWUDQW¶VFRPPRQVWRFNUHSRUWHGRQWKH1$6'$4*OREDO6HOHFW0DUNHWRISHUVKDUH
$VRI)HEUXDU\WKHUHZHUHVKDUHVRIWKHUHJLVWUDQW¶VFRPPRQVWRFNRXWVWDQGLQJ
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3$57,

8QOHVVWKHFRQWH[WRWKHUZLVHUHTXLUHVDOOUHIHUHQFHVLQWKLV$QQXDO5HSRUWRQ)RUP.WR³$FDGLD´³WKH&RPSDQ\´³ZH´ ³XV´RU³RXU´PHDQ$FDGLD+HDOWKFDUH&RPSDQ\,QFDQGLWVFRQVROLGDWHGVXEVLGLDULHV

,WHP%XVLQHVV

2YHUYLHZ

2XUEXVLQHVVVWUDWHJ\LVWREHFRPHWKHLQGLVSHQVDEOHEHKDYLRUDOKHDOWKFDUHSURYLGHUIRUWKHKLJKDFXLW\DQGFRPSOH[QHHGV SDWLHQWSRSXODWLRQ:HDUHFRPPLWWHGWRSURYLGLQJWKHFRPPXQLWLHVZHVHUYHZLWKKLJKTXDOLW\FRVWHIIHFWLYHEHKDYLRUDOKHDOWKFDUH VHUYLFHVZKLOHJURZLQJRXUEXVLQHVVLQFUHDVLQJSURILWDELOLW\DQGFUHDWLQJORQJWHUPYDOXHIRURXUVWRFNKROGHUV7KLVVWUDWHJ\LQFOXGHV

ILYHJURZWKSDWKZD\VH[SDQVLRQVRIH[LVWLQJIDFLOLWLHVMRLQWYHQWXUHSDUWQHUVKLSVGHQRYRIDFLOLWLHVDFTXLVLWLRQVDQGH[SDQVLRQDFURVV RXUFRQWLQXXPRIFDUH$W'HFHPEHUZHRSHUDWHGEHKDYLRUDOKHDOWKFDUHIDFLOLWLHVZLWKDSSUR[LPDWHO\EHGVLQ VWDWHVDQG3XHUWR5LFR'XULQJWKH\HDUHQGHG'HFHPEHUZHDGGHGEHGVFRQVLVWLQJRIDGGHGWRH[LVWLQJIDFLOLWLHV DQGDGGHGWKURXJKWKHRSHQLQJRIRQHZKROO\RZQHGIDFLOLW\DQGWZRMRLQWYHQWXUHIDFLOLWLHVDQGZHRSHQHGVL[FRPSUHKHQVLYH WUHDWPHQWFHQWHUV³&7&V´

:HDUHWKHOHDGLQJSXEOLFO\WUDGHGSXUHSOD\SURYLGHURIEHKDYLRUDOKHDOWKFDUHVHUYLFHVLQWKH8QLWHG6WDWHVWKH³86´
2XUFRPPRQVWRFNLVOLVWHGIRUWUDGLQJRQ7KH1$6'$4*OREDO6HOHFW0DUNHWXQGHUWKHV\PERO³$&+&´2XUSULQFLSDO H[HFXWLYHRIILFHVDUHORFDWHGDW7RZHU&LUFOH6XLWH)UDQNOLQ7HQQHVVHHDQGRXUWHOHSKRQHQXPEHULV 

$FTXLVLWLRQV

,Q-XO\ZHVLJQHGDGHILQLWLYHDJUHHPHQWWRDFTXLUHVXEVWDQWLDOO\DOORIWKHDVVHWVRI7XUQLQJ3RLQW&HQWHUV³7XUQLQJ 3RLQW´DEHGVSHFLDOW\SURYLGHURIVXEVWDQFHXVHGLVRUGHUDQGSULPDU\PHQWDOKHDOWKWUHDWPHQWVHUYLFHVWKDWVXSSRUWVWKH6DOW/DNH &LW\8WDKPHWURSROLWDQPDUNHW7XUQLQJ3RLQWSURYLGHVDIXOOFRQWLQXXPRIWUHDWPHQWVHUYLFHVLQFOXGLQJUHVLGHQWLDOSDUWLDO KRVSLWDOL]DWLRQDQGLQWHQVLYHRXWSDWLHQWVHUYLFHV7KHWUDQVDFWLRQFORVHGRQ)HEUXDU\

2Q1RYHPEHUZHDFTXLUHGIRXU&7&VORFDWHGLQ*HRUJLDIURP%UDQG1HZ6WDUW7UHDWPHQW&HQWHUV³%UDQG1HZ 6WDUW´

2Q'HFHPEHUZHDFTXLUHGWKHHTXLW\RI&HQWHU3RLQWH%HKDYLRUDO+HDOWK6\VWHP//&DQGFHUWDLQUHODWHGHQWLWLHV

³&HQWHU3RLQWH´IRUFDVKFRQVLGHUDWLRQRIDSSUR[LPDWHO\PLOOLRQ7KHDFTXLVLWLRQZDVIXQGHGWKURXJKDFRPELQDWLRQRIFDVKRQ KDQGDQGDPLOOLRQGUDZRQWKH5HYROYLQJ)DFLOLW\DVGHILQHGEHORZ$WWKHWLPHRIWKHDFTXLVLWLRQ&HQWHU3RLQWHRSHUDWHGIRXU DFXWHLQSDWLHQWKRVSLWDOVZLWKEHGVDQGWHQRXWSDWLHQWORFDWLRQVSULPDULO\LQ0LVVRXUL

)LQDQFLQJ7UDQVDFWLRQV

2Q0DUFKZHHQWHUHGLQWRDFUHGLWDJUHHPHQWDVDPHQGHGWKH³&UHGLW)DFLOLW\´ZKLFKSURYLGHVIRUDPLOOLRQ VHQLRUVHFXUHGUHYROYLQJFUHGLWIDFLOLW\WKH³5HYROYLQJ)DFLOLW\´DQGDVHQLRUVHFXUHGWHUPORDQIDFLOLW\LQDQLQLWLDOSULQFLSDODPRXQW RIPLOOLRQDVLQFUHDVHGE\WKH,QFUHPHQWDO7HUP/RDQVDVGHILQHGEHORZWKH³7HUP/RDQ)DFLOLW\´HDFKPDWXULQJRQ

0DUFK7KH5HYROYLQJ)DFLOLW\IXUWKHUSURYLGHVIRUDPLOOLRQVXEIDFLOLW\IRUWKHLVVXDQFHRIOHWWHUVRIFUHGLW6HH³,WHP 0DQDJHPHQW¶V'LVFXVVLRQDQG$QDO\VLVRI)LQDQFLDO&RQGLWLRQDQG5HVXOWVRI2SHUDWLRQV /LTXLGLW\DQG&DSLWDO5HVRXUFHV´IRU DGGLWLRQDOLQIRUPDWLRQDERXWWKH&UHGLW)DFLOLW\

2Q0DUFKZHHQWHUHGLQWR$PHQGPHQW1RWRWKH&UHGLW)DFLOLW\WKH³)LUVW$PHQGPHQW´ZKLFKUHSODFHV/,%25 DVWKHUHIHUHQFHUDWHDSSOLFDEOHWRERUURZLQJVXQGHUWKH&UHGLW)DFLOLW\ZLWKWKH6HFXUHG2YHUQLJKW)LQDQFLQJ5DWHDVGHWHUPLQHGIRUD WHUPRIDWRXURSWLRQRQHWKUHHRUVL[PRQWKVSOXVDQDGMXVWPHQWRI³$GMXVWHG7HUP62)5´

2Q-DQXDU\ZHHQWHUHGLQWR$PHQGPHQW1RWRWKH&UHGLW)DFLOLW\WKH³6HFRQG$PHQGPHQW´ZKLFKSURYLGHVIRU WKHLQFXUUHQFHRIDGGLWLRQDOVHQLRUVHFXUHGWHUPORDQVLQDQDJJUHJDWHSULQFLSDODPRXQWRIPLOOLRQWKH³,QFUHPHQWDO7HUP /RDQV´6XFK,QFUHPHQWDO7HUP/RDQVDUHVWUXFWXUHGDVDQLQFUHDVHRIWKH7HUP/RDQ)DFLOLW\7KHPDWXULW\GDWHWKHOHYHUDJHEDVHG SULFLQJJULGPDQGDWRU\SUHSD\PHQWHYHQWVDQGRWKHUWHUPVDSSOLFDEOHWRWKH,QFUHPHQWDO7HUP/RDQVDUHVXEVWDQWLDOO\LGHQWLFDOWR WKRVHDSSOLFDEOHWRWKHLQLWLDOPLOOLRQWHUPORDQVLQFXUUHGXQGHUWKH7HUP/RDQ)DFLOLW\






'XULQJWKH\HDUHQGHG'HFHPEHUZHERUURZHGPLOOLRQRQWKH5HYROYLQJ)DFLOLW\DQGUHSDLGPLOOLRQRIWKH EDODQFHRXWVWDQGLQJ

'XULQJWKH\HDUHQGHG'HFHPEHUZHUHSDLGPLOOLRQRIWKHEDODQFHRXWVWDQGLQJRQWKH5HYROYLQJ)DFLOLW\

$VDSDUWRIWKHFORVLQJRIWKH&UHGLW)DFLOLW\RQ0DUFKZHLUHILQDQFHGDQGWHUPLQDWHGRXUSULRUFUHGLWIDFLOLWLHV XQGHUDQDPHQGHGDQGUHVWDWHGFUHGLWDJUHHPHQWGDWHGDVRI'HFHPEHUWKH³3ULRU&UHGLW)DFLOLW\´DQGLLILQDQFHGWKH UHGHPSWLRQRIDOORIRXURXWVWDQGLQJ6HQLRU1RWHVGXHWKH³6HQLRU1RWHV´

,QFRQQHFWLRQZLWKWKHUHGHPSWLRQRIWKH6HQLRU1RWHVZHVDWLVILHGDQGGLVFKDUJHGWKHLQGHQWXUHVJRYHUQLQJWKH

6HQLRU1RWHVDQGUHFRUGHGGHEWH[WLQJXLVKPHQWFRVWVRIPLOOLRQLQFOXGLQJWKHZULWHRIIRIGHIHUUHGILQDQFLQJDQG

SUHPLXPVFRVWVLQWKHFRQVROLGDWHGVWDWHPHQWRIRSHUDWLRQV

2Q0DUFKZHVDWLVILHGDQGGLVFKDUJHGWKHLQGHQWXUHVJRYHUQLQJWKH6HQLRU1RWHVGXHWKH³

6HQLRU1RWHV´,QFRQQHFWLRQZLWKWKHUHGHPSWLRQRIWKH6HQLRU1RWHVZHUHFRUGHGGHEWH[WLQJXLVKPHQWFRVWVRI

PLOOLRQLQFOXGLQJPLOOLRQFDVKSDLGIRUEUHDNDJHFRVWVDQGWKHZULWHRIIRIGHIHUUHGILQDQFLQJFRVWVRIPLOOLRQLQWKH

FRQVROLGDWHGVWDWHPHQWRIRSHUDWLRQV

8.6DOH

2Q-DQXDU\ZHFRPSOHWHGWKHVDOHRIRXURSHUDWLRQVLQWKH8QLWHG.LQJGRPWKH³8.´WR5HPHGFR8./LPLWHGD FRPSDQ\RUJDQL]HGXQGHUWKHODZVRI(QJODQGDQG:DOHVDQGRZQHGE\IXQGVPDQDJHGRUDGYLVHGE\:DWHUODQG3ULYDWH(TXLW\)XQG 9,,WKH³8.6DOH´7KH8.6DOHDOORZHGXVWRUHGXFHRXULQGHEWHGQHVVDQGIRFXVRQRXU86RSHUDWLRQV:HUHSRUWIRUDOO SHULRGVSUHVHQWHGUHVXOWVRIRSHUDWLRQVDQGFDVKIORZVRIWKH8.RSHUDWLRQVDVGLVFRQWLQXHGRSHUDWLRQVLQWKHDFFRPSDQ\LQJ ILQDQFLDOVWDWHPHQWV

$GGLWLRQDOLQIRUPDWLRQDERXWRXU8.RSHUDWLRQVDQGWKH8.¶VEHKDYLRUDOKHDOWKFDUHLQGXVWU\FDQEHIRXQGLQRXUSULRUILOLQJV ZLWKWKH6(&

&RPSHWLWLYH6WUHQJWKV

0DQDJHPHQWEHOLHYHVWKHIROORZLQJVWUHQJWKVGLIIHUHQWLDWHXVIURPRWKHUSURYLGHUVRIEHKDYLRUDOKHDOWKFDUHVHUYLFHV

Premier operational management team with track record of success2XUPDQDJHPHQWWHDPKDVDSSUR[LPDWHO\FRPELQHG \HDUVRIH[SHULHQFHLQWKHKHDOWKFDUHLQGXVWU\7KHH[WHQVLYHQDWLRQDOH[SHULHQFHDQGRSHUDWLRQDOH[SHUWLVHRIRXUPDQDJHPHQWWHDP

JLYHXVZKDWPDQDJHPHQWEHOLHYHVWREHWKHSUHPLHUOHDGHUVKLSWHDPLQWKHEHKDYLRUDOKHDOWKFDUHLQGXVWU\2XUPDQDJHPHQWWHDP VWULYHVWRXVHLWV\HDUVRIH[SHULHQFHRSHUDWLQJEHKDYLRUDOKHDOWKFDUHIDFLOLWLHVWRJHQHUDWHVWURQJFDVKIORZDQGJURZDSURILWDEOH EXVLQHVV

Legislative and favorable industry trends.$FFRUGLQJWRDVXUYH\E\WKH6XEVWDQFH$EXVHDQG0HQWDO+HDOWK6HUYLFHV $GPLQLVWUDWLRQ³6$0+6$´RIWKH86'HSDUWPHQWRI+HDOWKDQG+XPDQ6HUYLFHVWKH³++6´³&'&´\RXWKPHQWDOKHDOWK FRQWLQXHVWRUHDFKDOOWLPHKLJKV,QRIKLJKVFKRROVWXGHQWVUHSRUWHGSHUVLVWHQWIHHOLQJVRIVDGQHVVFRPSDUHGWRLQ )XUWKHULQRIKLJKVFKRROVWXGHQWVDWWHPSWHGVXLFLGH0DQDJHPHQWEHOLHYHVWKHPDUNHWIRUEHKDYLRUDOKHDOWKFDUH

VHUYLFHVZLOOFRQWLQXHWRJURZGXHWRLQFUHDVHGDZDUHQHVVRIPHQWDOKHDOWKDQGVXEVWDQFHDEXVHFRQGLWLRQVDQGWUHDWPHQWRSWLRQV

:KLOHWKHJURZLQJDZDUHQHVVRIPHQWDOKHDOWKDQGVXEVWDQFHDEXVHFRQGLWLRQVLVH[SHFWHGWRDFFHOHUDWHGHPDQGIRUVHUYLFHV UHFHQWKHDOWKFDUHUHIRUPLQWKH86LVH[SHFWHGWRLQFUHDVHDFFHVVWRLQGXVWU\VHUYLFHVDVPRUHSHRSOHREWDLQLQVXUDQFHFRYHUDJH$ NH\DVSHFWRIUHIRUPOHJLVODWLRQLVWKHH[WHQVLRQRIPHQWDOKHDOWKSDULW\SURWHFWLRQVHVWDEOLVKHGLQWRODZE\WKH3DXO:HOOVWRQHDQG 3HWH'RPHQLFL0HQWDO+HDOWK3DULW\DQG$GGLFWLRQ(TXLW\$FWRIWKH³0+3$($´7KH0+3$($UHTXLUHVHPSOR\HUVZKR

SURYLGHEHKDYLRUDOKHDOWKFDUHDQGDGGLFWLRQEHQHILWVWRSURYLGHVXFKFRYHUDJHWRWKHVDPHH[WHQWDVRWKHUPHGLFDOFRQGLWLRQV2Q 'HFHPEHUWKHQ3UHVLGHQW2EDPDVLJQHGWKHVW&HQWXU\&XUHV$FW7KHVW&HQWXU\&XUHV$FWDSSURSULDWHVVXEVWDQWLDO UHVRXUFHVIRUWKHWUHDWPHQWRIEHKDYLRUDOKHDOWKFDUHDQGVXEVWDQFHDEXVHGLVRUGHUVDQGFRQWDLQVPHDVXUHVLQWHQGHGWRVWUHQJWKHQWKH 0+3$($2Q2FWREHUWKH6XEVWDQFH8VH'LVRUGHU3UHYHQWLRQWKDW3URPRWHV2SLRLG5HFRYHU\DQG7UHDWPHQWIRU3DWLHQWV DQG&RPPXQLWLHV$FWWKH³6833257$FW´ZDVVLJQHGLQWRODZ7KH6833257$FWH[SDQGV0HGLFDUHFRYHUDJHWRLQFOXGH2SLRLG 7UHDWPHQW3URJUDPVIRUVHUYLFHVSURYLGHGRQRUDIWHU-DQXDU\,WDOVRLQFOXGHV,QGLYLGXDOVLQ0HGLFDLG'HVHUYH&DUHWKDWLV $SSURSULDWHDQG5HVSRQVLEOHLQLWV([HFXWLRQ$FWZKLFKVXVSHQGVWKHFXUUHQWSURKLELWLRQRQXVLQJIHGHUDO0HGLFDLGIXQGVWRSD\IRU

VXEVWDQFHXVHGLVRUGHUWUHDWPHQWDWLQSDWLHQWWUHDWPHQWIDFLOLWLHVZLWKPRUHWKDQEHGVDQGOLPLWVEHQHILFLDULHVWRQRPRUHWKDQ GD\VRILQSDWLHQWWUHDWPHQWSHUPRQWKSHULRG






National footprint and scale with regional density and presence across multiple service lines:HDUHDOHDGLQJEHKDYLRUDO
KHDOWKFDUHSODWIRUPLQDQLQGXVWU\WKDWLVXQGHUJRLQJFRQVROLGDWLRQLQDQHIIRUWWREHWWHUVHUYHWKHJURZLQJQHHGIRUDFXWHEHKDYLRUDO

KHDOWKFDUHVHUYLFHV0DQDJHPHQWH[SHFWVWRWDNHDGYDQWDJHRIVHYHUDOVWUDWHJLHVWKDWDUHPRUHDFFHVVLEOHDVDUHVXOWRIRXULQFUHDVHG

VL]HDQGJHRJUDSKLFVFDOHLQFOXGLQJFRQWLQXLQJDQDWLRQDOPDUNHWLQJVWUDWHJ\WRDWWUDFWQHZSDWLHQWVDQGUHIHUUDOVRXUFHVSURYLGLQJD

EURDGHUUDQJHRIVHUYLFHVWRQHZDQGH[LVWLQJSDWLHQWVDQGFOLHQWVDQGVHOHFWLYHO\SXUVXLQJRSSRUWXQLWLHVWRH[SDQGRXUIDFLOLW\DQGEHG

FRXQW

Diversified revenue and payor bases

Strong financial position to execute our strategy.0DQDJHPHQWEHOLHYHVZHFRQWLQXHWREHLQDVWURQJSRVLWLRQIRULQYHVWPHQWV LQRXUIDFLOLWLHVH[SDQVLRQLQWRQHZDQGH[LVWLQJPDUNHWVDQGHQKDQFHPHQWRIRXUFDSDELOLWLHVDQGLQIUDVWUXFWXUH:HJHQHUDWHVWURQJ UHWXUQVE\SURILWDEO\RSHUDWLQJRXUEXVLQHVVDQGE\DFWLYHO\PDQDJLQJRXUZRUNLQJFDSLWDO0RUHRYHUDVWKHEHKDYLRUDOKHDOWKFDUH

EXVLQHVVGRHVQRWW\SLFDOO\UHTXLUHWKHSURFXUHPHQWDQGUHSODFHPHQWRIH[SHQVLYHPHGLFDOHTXLSPHQWRXUPDLQWHQDQFHFDSLWDO H[SHQGLWXUHUHTXLUHPHQWVDUHJHQHUDOO\OHVVWKDQWKDWRIRWKHUIDFLOLW\EDVHGKHDOWKFDUHSURYLGHUV)RUWKH\HDUHQGHG'HFHPEHU RXUPDLQWHQDQFHFDSLWDOH[SHQGLWXUHVDPRXQWHGWRDSSUR[LPDWHO\RIRXUUHYHQXH

%XVLQHVV6WUDWHJ\

2XUVWUDWHJ\LVWREHFRPHWKHLQGLVSHQVDEOHEHKDYLRUDOKHDOWKFDUHSURYLGHUIRUWKHKLJKDFXLW\DQGFRPSOH[QHHGVSDWLHQW SRSXODWLRQ:HDUHFRPPLWWHGWRSURYLGLQJWKHFRPPXQLWLHVZHVHUYHKLJKTXDOLW\FRVWHIIHFWLYHEHKDYLRUDOKHDOWKFDUHVHUYLFHV ZKLOHJURZLQJRXUEXVLQHVVDQGFUHDWLQJORQJWHUPYDOXHIRURXUVWRFNKROGHUV7KLVVWUDWHJ\LQFOXGHVILYHJURZWKSDWKZD\V H[SDQVLRQVRIH[LVWLQJIDFLOLWLHVMRLQWYHQWXUHSDUWQHUVKLSVGHQRYRIDFLOLWLHVDFTXLVLWLRQVDQGH[SDQVLRQDFURVVRXUFRQWLQXXPRI FDUH2XUFRUHVWUDWHJLFSULRULWLHVLQFOXGH

Drive organic growth of existing facilities.:HVHHNWRLQFUHDVHUHYHQXHDWRXUIDFLOLWLHVE\SURYLGLQJDEURDGHUUDQJHRI VHUYLFHVWRQHZDQGH[LVWLQJSDWLHQWVDQGFOLHQWV,QDGGLWLRQPDQDJHPHQWLQWHQGVWRLQFUHDVHEHGFRXQWVLQRXUH[LVWLQJIDFLOLWLHV:H DGGHGEHGVWRH[LVWLQJIDFLOLWLHVGXULQJWKH\HDUHQGHG'HFHPEHUDQGH[SHFWWRDGGPRUHWKDQEHGVWRH[LVWLQJ IDFLOLWLHVIRUWKH\HDUHQGLQJ'HFHPEHU

0DQDJHPHQWEHOLHYHVZHFDQLPSURYHHIILFLHQFLHVDQGLQFUHDVHRSHUDWLQJPDUJLQVE\XWLOL]LQJRXUPDQDJHPHQW¶VH[SHUWLVHDQG H[SHULHQFHZLWKLQH[LVWLQJSURJUDPVDQGWKHLUH[SHUWLVHLQLPSURYLQJSHUIRUPDQFHDWXQGHUSHUIRUPLQJIDFLOLWLHV0DQDJHPHQWEHOLHYHV WKHHIILFLHQFLHVFDQEHUHDOL]HGE\LQYHVWLQJLQJURZWKLQVWURQJPDUNHWVDGGUHVVLQJFDSLWDOFRQVWUDLQHGIDFLOLWLHVWKDWKDYH XQGHUSHUIRUPHGDQGLPSURYLQJPDQDJHPHQWV\VWHPV

Fuel facility growth through accelerated joint venture partnerships and de novo builds and pursuing programmatic mergers and acquisitions. :HKDYHSRVLWLRQHGWKH&RPSDQ\DVDOHDGLQJSURYLGHURIEHKDYLRUDOKHDOWKFDUHVHUYLFHVLQWKH867KHEHKDYLRUDO KHDOWKFDUHLQGXVWU\LQWKH86LVKLJKO\IUDJPHQWHGDQGZHVHOHFWLYHO\VHHNRSSRUWXQLWLHVWRH[SDQGDQGGLYHUVLI\RXUEDVHRI

RSHUDWLRQVE\DFTXLULQJDGGLWLRQDOIDFLOLWLHVHQWHULQJLQWRSDUWQHUVKLSVZLWKKHDOWKFDUHSURYLGHUVWRGHYHORSDGGLWLRQDOIDFLOLWLHVDQG GHYHORSLQJZKROO\RZQHGGHQRYRIDFLOLWLHVLQDWWUDFWLYHPDUNHWV:HKDYHDQXPEHURISRWHQWLDODFTXLVLWLRQVMRLQWYHQWXUHVDQG ZKROO\RZQHGGHQRYRIDFLOLWLHVLQYDULRXVVWDJHVRIGHYHORSPHQWDQGFRQVLGHUDWLRQLQWKH86
'XULQJWKH\HDUHQGHG'HFHPEHUZHDGGHGEHGVWKURXJKWKHRSHQLQJRIRQHZKROO\RZQHGIDFLOLW\DQGWZRMRLQW YHQWXUHIDFLOLWLHVDQGZHRSHQHGVL[&7&V)RUWKH\HDUHQGLQJ'HFHPEHUZHH[SHFWWRDGGDSSUR[LPDWHO\EHGV WKURXJKWKHRSHQLQJRIZKROO\RZQHGDQGMRLQWYHQWXUHIDFLOLWLHVDQGRSHQXSWR&7&V

0DQDJHPHQWEHOLHYHVRXUIRFXVRQEHKDYLRUDOKHDOWKFDUHDQGKLVWRU\RIFRPSOHWLQJDFTXLVLWLRQVSURYLGHVXVZLWKDVWUDWHJLF DGYDQWDJHLQVRXUFLQJHYDOXDWLQJDQGFORVLQJDFTXLVLWLRQV:HOHYHUDJHRXUPDQDJHPHQWWHDP¶VH[SHUWLVHWRLGHQWLI\DQGLQWHJUDWH DFTXLVLWLRQVEDVHGRQDGLVFLSOLQHGDFTXLVLWLRQVWUDWHJ\WKDWIRFXVHVRQTXDOLW\RIVHUYLFHUHWXUQRQLQYHVWPHQWDQGVWUDWHJLFEHQHILWV :HDOVRKDYHDFRPSUHKHQVLYHSRVWDFTXLVLWLRQVWUDWHJLFSODQWRIDFLOLWDWHWKHLQWHJUDWLRQRIDFTXLUHGIDFLOLWLHVWKDWLQFOXGHVLPSURYLQJ IDFLOLW\RSHUDWLRQVUHWDLQLQJDQGUHFUXLWLQJSV\FKLDWULVWVDQGRWKHUKHDOWKFDUHSURIHVVLRQDOVDQGH[SDQGLQJWKHEUHDGWKRIVHUYLFHV RIIHUHGE\WKHIDFLOLWLHV









Accelerate expansion across the care continuum, particularly for patients with opioid use and other substance use disorders. 2XUJURZWKVWUDWHJ\LQFOXGHVDSDWLHQWFHQWULFDSSURDFKFRYHULQJWKHIXOOFRQWLQXXPRIFDUHIRUEHKDYLRUDOKHDOWKFDUHVHUYLFHV%\ SURYLGLQJFRKHVLYHFDUHDFURVVVLWHVDQGOHYHOVRIFDUHZHDUHDEOHWREHVWVHUYHWKHPRVWFRPSOH[SDWLHQWSRSXODWLRQV:HDUH ZRUNLQJWRUHDFKXQGHUVHUYHGSDWLHQWSRSXODWLRQVE\H[SDQGLQJRXUEUHDGWKRIVHUYLFHVDQGLQFUHDVLQJDFFHVVSRLQWV

2SHUDWLRQV

2XUIDFLOLWLHVDQGVHUYLFHVFDQJHQHUDOO\EHFODVVLILHGLQWRWKHIROORZLQJFDWHJRULHVDFXWHLQSDWLHQWSV\FKLDWULFIDFLOLWLHV

VSHFLDOW\WUHDWPHQWIDFLOLWLHV&7&VDQGUHVLGHQWLDOWUHDWPHQWFHQWHUV2XWSDWLHQWSURJUDPVDVVRFLDWHGZLWKRXUIDFLOLWLHVDUHLQFOXGHG

ZLWKLQHDFKUHVSHFWLYHVHUYLFHOLQH7KHWDEOHEHORZSUHVHQWVWKHSHUFHQWDJHRIRXUWRWDOUHYHQXHDWWULEXWHGWRHDFKFDWHJRU\IRUWKH

\HDUHQGHG'HFHPEHU

	
	
	
	
	5HYHQXHIRUWKH
	
	
	

	)DFLOLW\6HUYLFH
	
	
	<HDU(QGHG'HFHPEHU
	
	

	$FXWHLQSDWLHQWSV\FKLDWULFIDFLOLWLHV
	
	
	
	
	
	

	
	
	
	
	

	6SHFLDOW\WUHDWPHQWIDFLOLWLHV
	
	
	
	

	&RPSUHKHQVLYHWUHDWPHQWFHQWHUV
	
	
	
	

	5HVLGHQWLDOWUHDWPHQWFHQWHUV
	
	
	
	




:HUHFHLYHSD\PHQWVIURPWKHIROORZLQJVRXUFHVIRUVHUYLFHVUHQGHUHGLQRXUIDFLOLWLHVLVWDWHJRYHUQPHQWVXQGHUWKHLU UHVSHFWLYH0HGLFDLGDQGRWKHUSURJUDPVLLFRPPHUFLDOLQVXUHUVLLLWKHIHGHUDOJRYHUQPHQWXQGHUWKH0HGLFDUHSURJUDP DGPLQLVWHUHGE\WKH&HQWHUVIRU0HGLFDUHDQG0HGLFDLG6HUYLFHV³&06´DQGRWKHUSURJUDPVDQGLYLQGLYLGXDOSDWLHQWVDQG FOLHQWV)RUWKH\HDUHQGHG'HFHPEHUZHUHFHLYHGRIRXUUHYHQXHIURP0HGLFDLGIURPFRPPHUFLDOSD\RUV IURP0HGLFDUHDQGIURPRWKHUSD\RUV



Acute Inpatient Psychiatric Facilities

$FXWHLQSDWLHQWSV\FKLDWULFIDFLOLWLHVSURYLGHDKLJKOHYHORIFDUHLQRUGHUWRVWDELOL]HSDWLHQWVWKDWDUHHLWKHUDWKUHDWWR WKHPVHOYHVRUWRRWKHUV7KHDFXWHVHWWLQJSURYLGHVKRXUREVHUYDWLRQGDLO\LQWHUYHQWLRQDQGPRQLWRULQJE\SV\FKLDWULVWV2XU

IDFLOLWLHVWKDWRIIHUDFXWHFDUHVHUYLFHVSURYLGHHYDOXDWLRQDQGFULVLVVWDELOL]DWLRQRISDWLHQWVZLWKVHYHUHSV\FKLDWULFGLDJQRVHVWKURXJK DPHGLFDOGHOLYHU\PRGHOWKDWLQFRUSRUDWHVVWUXFWXUHGDQGLQWHQVLYHPHGLFDODQGEHKDYLRUDOWKHUDSLHVZLWKKRXUPRQLWRULQJE\D SV\FKLDWULVWSV\FKLDWULFWUDLQHGQXUVHVWKHUDSLVWVDQGRWKHUGLUHFWFDUHVWDII7\SLFDOOHQJWKVRIVWD\IRUFULVLVVWDELOL]DWLRQDQGDFXWH FDUHUDQJHIURPWKUHHWRILYHGD\VDQGIURPILYHWRWZHOYHGD\VUHVSHFWLYHO\

Specialty Treatment Facilities

2XUVSHFLDOW\WUHDWPHQWIDFLOLWLHVLQFOXGHUHVLGHQWLDOUHFRYHU\IDFLOLWLHVDQGHDWLQJGLVRUGHUIDFLOLWLHV:HSURYLGHD

FRPSUHKHQVLYHFRQWLQXXPRIFDUHIRUDGXOWVZLWKDGGLFWLYHGLVRUGHUVDQGFRRFFXUULQJPHQWDOGLVRUGHUV2XUGHWR[LILFDWLRQLQSDWLHQW SDUWLDOKRVSLWDOL]DWLRQDQGRXWSDWLHQWWUHDWPHQWSURJUDPVDUHFRVWHIIHFWLYHDQGJLYHSDWLHQWVDFFHVVWRWKHOHDVWUHVWULFWLYHOHYHORIFDUH $OOSURJUDPVRIIHULQGLYLGXDOL]HGWUHDWPHQWLQDVXSSRUWLYHDQGQXUWXULQJHQYLURQPHQW



Residential Recovery Facilities.2XUUHVLGHQWLDOUHFRYHU\IDFLOLWLHVKRXVHDQGFDUHIRUSDWLHQWVRYHUDQH[WHQGHGSHULRGDQG W\SLFDOO\WUHDWSDWLHQWVIURPDEURDGO\GHILQHGUHJLRQDOPDUNHW:HSURYLGHWKUHHEDVLFOHYHOVRIUHVLGHQWLDOWUHDWPHQWGHSHQGLQJRQWKH VHYHULW\RIWKHSDWLHQW¶VDGGLFWLRQDQGRUEHKDYLRUDOGLVRUGHU3DWLHQWVZLWKWKHPRVWVHYHUHGHSHQGHQFLHVDUHW\SLFDOO\SODFHGLQWR





LQSDWLHQWWUHDWPHQWLQZKLFKWKHSDWLHQWUHVLGHVDWDWUHDWPHQWIDFLOLW\,IDSDWLHQW¶VFRQGLWLRQLVOHVVVHYHUHKHRUVKHZLOOEHRIIHUHG

GD\WUHDWPHQWZKLFKDOORZVWKHSDWLHQWWRUHWXUQKRPHLQWKHHYHQLQJ7KHOHDVWLQWHQVLYHVHUYLFHLVZKHUHWKHSDWLHQWYLVLWVWKHIDFLOLW\

IRUMXVWDIHZKRXUVDZHHNWRDWWHQGFRXQVHOLQJJURXSVHVVLRQV

)ROORZLQJSULPDU\WUHDWPHQWRXUH[WHQGHGFDUHSURJUDPVW\SLFDOO\RIIHUUHVLGHQWLDOFDUHZKLFKDOORZVSDWLHQWVWRGHYHORS

KHDOWK\DQGDSSURSULDWHOLYLQJVNLOOVZKLOHUHPDLQLQJLQDVDIHDQGQXUWXULQJVHWWLQJ3DWLHQWVDUHVXSSRUWHGLQWKHLUUHFRYHU\E\DVHPL

VWUXFWXUHGOLYLQJHQYLURQPHQWWKDWDOORZVWKHPWREHJLQWKHSURFHVVRIHPSOR\PHQWRUWRSXUVXHHGXFDWLRQDOJRDOVDQGWRWDNHSHUVRQDO

UHVSRQVLELOLW\IRUWKHLUUHFRYHU\7KHVWUXFWXUHRIWKLVWUHDWPHQWSKDVHLVPRQLWRUHGE\DSULPDU\WKHUDSLVWZKRZRUNVZLWKHDFKSDWLHQW

WRLQWHJUDWHUHFRYHU\VNLOOVDQGEXLOGDIRXQGDWLRQRIVREULHW\ZLWKDVWURQJVXSSRUWV\VWHP/HQJWKRIVWD\ZLOOYDU\GHSHQGLQJRQWKH

SDWLHQW¶VQHHGV

2XURXWSDWLHQWFOLQLFVVHUYHSDWLHQWVWKDWGRQRWUHTXLUHLQSDWLHQWWUHDWPHQWRUDUHWUDQVLWLRQLQJIURPDUHVLGHQWLDOWUHDWPHQW SURJUDPKDYHHPSOR\PHQWIDPLO\RUVFKRROFRPPLWPHQWVDQGKDYHVWDELOL]HGLQWKHLUUHFRYHU\SUDFWLFHVDQGDUHVHHNLQJRQJRLQJ FRQWLQXLQJFDUH

Eating Disorder Facilities.2XUHDWLQJGLVRUGHUIDFLOLWLHVSURYLGHWUHDWPHQWVHUYLFHVIRUHDWLQJGLVRUGHUVHDFKRIZKLFKPD\EH HIIHFWLYHO\WUHDWHGWKURXJKDFRPELQDWLRQRIPHGLFDOSV\FKRORJLFDODQGVRFLDOWUHDWPHQWSURJUDPV

2XUEHKDYLRUDOWKHUDSLHVDUHGHOLYHUHGLQDQDUUD\RIWUHDWPHQWPRGHOVWKDWPD\LQFOXGHLQGLYLGXDODQGJURXSWKHUDS\LQWHQVLYH RXWSDWLHQWRXWSDWLHQWSDUWLDOKRVSLWDOL]DWLRQGD\WUHDWPHQWURDGWRUHFRYHU\DQGRWKHUSURJUDPVWKDWFDQEHHLWKHUDEVWLQHQWRU PHGLFDWLRQDVVLVWHGEDVHG

Comprehensive Treatment Centers



Residential Treatment Centers

5HVLGHQWLDOWUHDWPHQWFHQWHUVWUHDWSDWLHQWVZLWKEHKDYLRUDOGLVRUGHUVLQDQRQKRVSLWDOVHWWLQJ7KHIDFLOLWLHVEDODQFHWKHUDS\ DFWLYLWLHVZLWKVRFLDODFDGHPLFDQGRWKHUDFWLYLWLHV%HFDXVHWKHVHWWLQJLVOHVVLQWHQVLYHGHPDQGVRQVWDIILQJVHFXULW\DQGRYHUVLJKW DUHJHQHUDOO\ORZHUWKDQLQSDWLHQWSV\FKLDWULFIDFLOLWLHV2YHUWLPHKRZHYHUUHVLGHQWLDOWUHDWPHQWFHQWHUVKDYHFRQWLQXHGWRVHUYH LQFUHDVLQJO\VHYHUHSDWLHQWVZKRZRXOGKDYHEHHQWUHDWHGLQDFXWHFDUHIDFLOLWLHVLQHDUOLHU\HDUV


















6RXUFHVRI5HYHQXH


GLVFRXQWSROLFLHVDQGKLVWRULFDOH[SHULHQFH,PSOLFLWSULFHFRQFHVVLRQVDUHEDVHGRQKLVWRULFDOFROOHFWLRQH[SHULHQFH6HH³,WHP 0DQDJHPHQW¶V'LVFXVVLRQDQG$QDO\VLVRI)LQDQFLDO&RQGLWLRQDQG5HVXOWVRI2SHUDWLRQV &ULWLFDO$FFRXQWLQJ3ROLFLHV 5HYHQXH

DQG$FFRXQWV5HFHLYDEOH´IRUDGGLWLRQDOGLVFORVXUH2WKHULQIRUPDWLRQUHODWHGWRRXUUHYHQXHLQFRPHDQGRWKHURSHUDWLQJLQIRUPDWLRQ LVSURYLGHGLQRXU&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV

5HJXODWLRQ

7KHKHDOWKFDUHLQGXVWU\LVVXEMHFWWRQXPHURXVODZVUHJXODWLRQVDQGUXOHVLQFOXGLQJDPRQJRWKHUVWKRVHUHODWHGWRJRYHUQPHQW



Licensing, Certification and Accreditation



0RVWRIRXULQSDWLHQWDQGUHVLGHQWLDOIDFLOLWLHVPDLQWDLQDFFUHGLWDWLRQIURPSULYDWHHQWLWLHVVXFKDV7KH-RLQW&RPPLVVLRQRUWKH &RPPLVVLRQRQ$FFUHGLWDWLRQRI5HKDELOLWDWLRQ)DFLOLWLHV³&$5)´7KH-RLQW&RPPLVVLRQDQG&$5)DUHSULYDWHRUJDQL]DWLRQVWKDW



PDQ\JRYHUQPHQWDQGSULYDWHKHDOWKFDUHSD\PHQWSURJUDPVUHTXLUHWKDWSURYLGHUVEHDFFUHGLWHGDVDFRQGLWLRQRIOLFHQVXUH FHUWLILFDWLRQRUSDUWLFLSDWLRQ$FFUHGLWDWLRQLVW\SLFDOO\JUDQWHGIRUDVSHFLILHGSHULRGUDQJLQJIURPRQHWRWKUHH\HDUVDQGUHQHZDOVRI DFFUHGLWDWLRQJHQHUDOO\UHTXLUHFRPSOHWLRQRIDUHQHZDODSSOLFDWLRQDQGDQRQVLWHUHQHZDOVXUYH\

Certificates of Need

0DQ\RIWKHVWDWHVLQZKLFKZHRSHUDWHIDFLOLWLHVKDYHHQDFWHGFHUWLILFDWHRIQHHG³&21´ODZVWKDWUHJXODWHWKHFRQVWUXFWLRQRU H[SDQVLRQRIFHUWDLQKHDOWKFDUHIDFLOLWLHVFHUWDLQFDSLWDOH[SHQGLWXUHVRUFKDQJHVLQVHUYLFHVRUEHGFDSDFLW\)DLOXUHWRREWDLQ&21 DSSURYDORIFHUWDLQDFWLYLWLHVFDQUHVXOWLQRXULQDELOLW\WRFRPSOHWHDQDFTXLVLWLRQH[SDQVLRQRUUHSODFHPHQWWKHLPSRVLWLRQRIFLYLO SHQDOWLHVWKHLQDELOLW\WRUHFHLYH0HGLFDUHRU0HGLFDLGUHLPEXUVHPHQWRUWKHUHYRFDWLRQRIDIDFLOLW\¶VOLFHQVHDQ\RIZKLFKFRXOG KDUPRXUEXVLQHVV

Audits











The Anti-Kickback Statute, the Stark Law and the Eliminating Kickbacks in Recovery Act



7KH2IILFHRI,QVSHFWRU*HQHUDORIWKH++6WKH³2,*´



,QDGGLWLRQWRWKH$QWL.LFNEDFN6WDWXWHWKHIHGHUDO3K\VLFLDQ6HOI5HIHUUDO/DZDOVRNQRZQDVWKH6WDUN/DZSURKLELWV SK\VLFLDQVIURPUHIHUULQJ0HGLFDUHSDWLHQWVWRKHDOWKFDUHHQWLWLHVZLWKZKLFKWKH\RUDQ\RIWKHLULPPHGLDWHIDPLO\PHPEHUVKDYHD ILQDQFLDOUHODWLRQVKLSIRUWKHIXUQLVKLQJRIDQ\³GHVLJQDWHGKHDOWKVHUYLFHV´XQOHVVFHUWDLQH[FHSWLRQVDSSO\$YLRODWLRQRIWKH6WDUN /DZPD\UHVXOWLQDGHQLDORISD\PHQWUHTXLUHGUHIXQGVWRWKH0HGLFDUHSURJUDPWKHLPSRVLWLRQRIVWDWXWRU\FLYLOPRQHWDU\SHQDOWLHV RIXSWRIRUHDFKSURKLELWHGFODLPDQGXSWRIRUFLUFXPYHQWLRQVFKHPHVH[FOXVLRQIURPJRYHUQPHQWKHDOWKFDUH SURJUDPVDQGOLDELOLW\XQGHUWKH)DOVH&ODLPV$FW7KHUHDUHRZQHUVKLSDQGFRPSHQVDWLRQDUUDQJHPHQWH[FHSWLRQVIRUPDQ\

FXVWRPDU\ILQDQFLDODUUDQJHPHQWVEHWZHHQSK\VLFLDQVDQGIDFLOLWLHVLQFOXGLQJWKHHPSOR\PHQWH[FHSWLRQSHUVRQDOVHUYLFHVH[FHSWLRQ OHDVHH[FHSWLRQDQGFHUWDLQUHFUXLWPHQWH[FHSWLRQV$VSDUWRI&06¶V³UHJXODWRU\VSULQWWRFRRUGLQDWHGFDUH´&06ILQDOL]HGUHYLVLRQV WRWKHH[FHSWLRQVDQGFUHDWHGQHZH[FHSWLRQVIRUYDOXHEDVHGFDUHWKDWEHFDPHHIIHFWLYHRQ-DQXDU\$VZLWKWKHFKDQJHV PDGHWRWKH$QWL.LFNEDFN6WDWXWHWKHQHZ6WDUNH[FHSWLRQVDUHLQWHQGHGWRLPSURYHSDWLHQWFDUHDQGIRVWHULQQRYDWLYHFDUHPRGHOV E\HDVLQJUHJXODWRU\EXUGHQVWRFRRUGLQDWHGDQGYDOXHEDVHGFDUH

0DQDJHPHQWEHOLHYHVWKDWRXUILQDQFLDODUUDQJHPHQWVZLWKSK\VLFLDQVDUHVWUXFWXUHGWRFRPSO\ZLWKWKHUHJXODWRU\H[FHSWLRQVWR WKH6WDUN/DZ+RZHYHUWKH6WDUN/DZLVDVWULFWOLDELOLW\VWDWXWHPHDQLQJWKDWQRLQWHQWLVUHTXLUHGWRYLRODWHWKHODZDQGHYHQD WHFKQLFDOYLRODWLRQPD\OHDGWRVLJQLILFDQWSHQDOWLHV

7KHVHODZVDQGUHJXODWLRQVDUHH[WUHPHO\FRPSOH[DQGLQPDQ\FDVHVZHGRQRWKDYHWKHEHQHILWRIUHJXODWRU\RUMXGLFLDO LQWHUSUHWDWLRQ,WLVSRVVLEOHWKDWGLIIHUHQWLQWHUSUHWDWLRQVRUHQIRUFHPHQWRIWKHVHODZVDQGUHJXODWLRQVFRXOGVXEMHFWRXUFXUUHQWRUSDVW

SUDFWLFHVWRDOOHJDWLRQVRILPSURSULHW\RULOOHJDOLW\RUFRXOGUHTXLUHXVWRPDNHFKDQJHVLQRXUDUUDQJHPHQWVUHODWLQJWRIDFLOLWLHV HTXLSPHQWSHUVRQQHOVHUYLFHVFDSLWDOH[SHQGLWXUHSURJUDPVDQGRSHUDWLQJH[SHQVHV$GHWHUPLQDWLRQWKDWZHKDYHYLRODWHGRQHRU PRUHRIWKHVHODZVRUWKHSXEOLFDQQRXQFHPHQWWKDWZHDUHEHLQJLQYHVWLJDWHGIRUSRVVLEOHYLRODWLRQVRIRQHRUPRUHRIWKHVHODZV FRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVVILQDQFLDOFRQGLWLRQRUUHVXOWVRIRSHUDWLRQV,QDGGLWLRQZHFDQQRWSUHGLFW ZKHWKHURWKHUIHGHUDORUVWDWHOHJLVODWLRQRUUHJXODWLRQVZLOOEHDGRSWHGZKDWIRUPVXFKOHJLVODWLRQRUUHJXODWLRQVPD\WDNHRUZKDW WKHLULPSDFWRQXVPD\EH
7KH6833257$FWFRQWDLQVDQXPEHURISURYLVLRQVDLPHGDWLGHQWLI\LQJDWULVNLQGLYLGXDOVLQFUHDVLQJDFFHVVWRRSLRLGDEXVH

WUHDWPHQWUHGXFLQJRYHUSUHVFULELQJDQGSURPRWLQJGDWDVKDULQJZLWKWKHSULPDU\JRDORIUHGXFLQJWKHXVHDQGDEXVHRIRSLRLGV

$GGLWLRQDOO\WKH6833257$FWDWWHPSWVWRDGGUHVVWKHSUREOHPRI³SDWLHQWEURNHULQJ´LQWKHFRQWH[WRIDGGLFWLRQWUHDWPHQWIDFLOLWLHV

DQGVREHUOLYLQJKRPHV

2QHVHFWLRQRIWKH6833257$FWWKH(OLPLQDWLQJ.LFNEDFNVLQ5HFRYHU\$FW³(.5$´

,IZHDUHGHHPHGWRKDYHIDLOHGWRFRPSO\ZLWKWKH$QWL.LFNEDFN6WDWXWHWKH6WDUN/DZ(.5$RURWKHUDSSOLFDEOHODZVDQG UHJXODWLRQVZHFRXOGEHVXEMHFWHGWROLDELOLWLHVLQFOXGLQJFULPLQDOSHQDOWLHVFLYLOSHQDOWLHVDQGH[FOXVLRQRIRQHRUPRUHIDFLOLWLHV IURPSDUWLFLSDWLRQLQWKHJRYHUQPHQWKHDOWKFDUHSURJUDPV7KHLPSRVLWLRQRIVXFKSHQDOWLHVFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQ RXUEXVLQHVVILQDQFLDOFRQGLWLRQRUUHVXOWVRIRSHUDWLRQV





Federal False Claims Act and Other Fraud and Abuse Provisions

7KHIHGHUDO)DOVH&ODLPV$FWSURYLGHVWKHJRYHUQPHQWZLWKDWRROWRSXUVXHKHDOWKFDUHSURYLGHUVIRUVXEPLWWLQJIDOVHFODLPVRU UHTXHVWVIRUSD\PHQWIRUKHDOWKFDUHLWHPVRUVHUYLFHV8QGHUWKH)DOVH&ODLPV$FWWKHJRYHUQPHQWPD\ILQHDQ\SHUVRQRUHQWLW\WKDW DPRQJRWKHUWKLQJVNQRZLQJO\VXEPLWVRUFDXVHVWKHVXEPLVVLRQRIIDOVHRUIUDXGXOHQWFODLPVIRUSD\PHQWWRWKHIHGHUDOJRYHUQPHQW



,QDGGLWLRQWRWKH)DOVH&ODLPV$FWWKHIHGHUDOJRYHUQPHQWPD\XVHVHYHUDOFULPLQDOODZVVXFKDVWKHIHGHUDOPDLOIUDXGZLUH

IUDXGRUKHDOWKFDUHIUDXGVWDWXWHVWRSURVHFXWHWKHVXEPLVVLRQRIIDOVHRUIUDXGXOHQWFODLPVIRUSD\PHQWWRWKHIHGHUDOJRYHUQPHQW

0RVWVWDWHVKDYHDOVRDGRSWHGJHQHUDOO\DSSOLFDEOHLQVXUDQFHIUDXGVWDWXWHVDQGUHJXODWLRQVWKDWSURKLELWKHDOWKFDUHSURYLGHUVIURP

VXEPLWWLQJLQDFFXUDWHLQFRUUHFWRUPLVOHDGLQJFODLPVWRSULYDWHLQVXUDQFHFRPSDQLHV0DQDJHPHQWEHOLHYHVRXUKHDOWKFDUHIDFLOLWLHV

KDYHLPSOHPHQWHGDSSURSULDWHVDIHJXDUGVDQGSURFHGXUHVWRFRPSOHWHFODLPIRUPVDQGUHTXHVWVIRUSD\PHQWLQDQDFFXUDWHPDQQHU

DQGWRRSHUDWHLQFRPSOLDQFHZLWKDSSOLFDEOHODZV+RZHYHUWKHSRVVLELOLW\RIELOOLQJRURWKHUHUURUVFDQQHYHUEHFRPSOHWHO\ HOLPLQDWHGDQGZHFDQQRWJXDUDQWHHWKDWWKHJRYHUQPHQWRUDTXLWDPSODLQWLIIXSRQDXGLWRUUHYLHZZRXOGQRWWDNHWKHSRVLWLRQWKDW ELOOLQJWKHTXDOLW\RISDWLHQWFDUHRURWKHUGHILFLHQFLHVRUHUURUVVKRXOGWKH\RFFXUDUHYLRODWLRQVRIWKH)DOVH&ODLPV$FW

HIPAA Administrative Simplification and Privacy and Security Requirements

7KHDGPLQLVWUDWLYHVLPSOLILFDWLRQSURYLVLRQVRIWKH+HDOWK,QVXUDQFH3RUWDELOLW\DQG$FFRXQWDELOLW\$FW³+,3$$´DVDPHQGHG E\WKH+HDOWK,QIRUPDWLRQ7HFKQRORJ\IRU(FRQRPLFDQG&OLQLFDO+HDOWK$FW³+,7(&+´UHTXLUHWKHXVHRIXQLIRUPHOHFWURQLFGDWD
WUDQVPLVVLRQVWDQGDUGVIRUKHDOWKFDUHFODLPVDQGSD\PHQWWUDQVDFWLRQVVXEPLWWHGRUUHFHLYHGHOHFWURQLFDOO\7KHVHSURYLVLRQVDUH LQWHQGHGWRHQFRXUDJHHOHFWURQLFFRPPHUFHLQWKHKHDOWKFDUHLQGXVWU\+,3$$DOVRHVWDEOLVKHGIHGHUDOUXOHVSURWHFWLQJWKHSULYDF\DQG VHFXULW\RILQGLYLGXDOO\LGHQWLILDEOHSURWHFWHGKHDOWKLQIRUPDWLRQ³3+,´7KHSULYDF\DQGVHFXULW\UHJXODWLRQVFRQWUROWKHXVHDQG GLVFORVXUHRI3+,DQGWKHULJKWVRISDWLHQWVWREHLQIRUPHGDERXWDQGFRQWUROKRZVXFK3+,LVXVHGDQGGLVFORVHG9LRODWLRQVRI +,3$$FDQUHVXOWLQERWKFULPLQDODQGFLYLOILQHVDQGSHQDOWLHV


+,3$$UHJXODWLRQVDQGKDYHGHYHORSHGRXUSROLFLHVDQGSURFHGXUHVWRHQVXUHRQJRLQJFRPSOLDQFHDOWKRXJKZHFDQQRWJXDUDQWHHWKDW RXUIDFLOLWLHVZLOOQRWEHVXEMHFWWRVHFXULW\LQFLGHQWVRUEUHDFKHVZKLFKFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVVILQDQFLDO FRQGLWLRQRUUHVXOWVRIRSHUDWLRQV

The Emergency Medical Treatment & Labor Act

7KH(PHUJHQF\0HGLFDO7UHDWPHQW /DERU$FW³(07$/$´LVLQWHQGHGWRHQVXUHSXEOLFDFFHVVWRHPHUJHQF\VHUYLFHV UHJDUGOHVVRIDELOLW\WRSD\6HFWLRQRIWKH6RFLDO6HFXULW\$FWLPSRVHVVSHFLILFREOLJDWLRQVRQ0HGLFDUHSDUWLFLSDWLQJKRVSLWDOV WKDWRIIHUHPHUJHQF\VHUYLFHVWRSURYLGHDPHGLFDOVFUHHQLQJH[DPLQDWLRQZKHQDUHTXHVWLVPDGHIRUH[DPLQDWLRQRUWUHDWPHQWIRUDQ HPHUJHQF\PHGLFDOFRQGLWLRQUHJDUGOHVVRIDQLQGLYLGXDO¶VDELOLW\WRSD\+RVSLWDOVDUHWKHQUHTXLUHGWRSURYLGHVWDELOL]LQJWUHDWPHQW IRUSDWLHQWVZLWKHPHUJHQF\PHGLFDOFRQGLWLRQV,IDKRVSLWDOLVXQDEOHWRVWDELOL]HDSDWLHQWZLWKLQLWVFDSDELOLW\RULIWKHSDWLHQW UHTXHVWVDQDSSURSULDWHWUDQVIHUPXVWEHLPSOHPHQWHG(07$/$LPSRVHVDGGLWLRQDOREOLJDWLRQVRQKRVSLWDOVZLWKVSHFLDOL]HG FDSDELOLWLHVVXFKDVRXUVWRDFFHSWWKHWUDQVIHURISDWLHQWVLQQHHGRIVXFKVSHFLDOL]HGFDSDELOLWLHVLIWKRVHSDWLHQWVSUHVHQWLQWKH HPHUJHQF\URRPRIDKRVSLWDOWKDWGRHVQRWSRVVHVVWKHVSHFLDOL]HGFDSDELOLWLHV

Mental Health Parity Legislation

7KH0+3$($ZDVVLJQHGLQWRODZLQ2FWREHUDQGUHTXLUHVKHDOWKLQVXUDQFHSODQVWKDWRIIHUPHQWDOKHDOWKDQGDGGLFWLRQ FRYHUDJHWRSURYLGHWKDWFRYHUDJHRQSDUZLWKILQDQFLDODQGWUHDWPHQWFRYHUDJHRIIHUHGIRURWKHULOOQHVVHV7KH0+3$($KDVVRPH






OLPLWDWLRQVEHFDXVHKHDOWKSODQVWKDWGRQRWDOUHDG\FRYHUPHQWDOKHDOWKWUHDWPHQWVDUHQRWUHTXLUHGWRGRVRDQGKHDOWKSODQVDUHQRW UHTXLUHGWRSURYLGHFRYHUDJHIRUHYHU\PHQWDOKHDOWKFRQGLWLRQSXEOLVKHGLQWKH'LDJQRVWLFDQG6WDWLVWLFDO0DQXDORI0HQWDO'LVRUGHUV E\WKH$PHULFDQ3V\FKLDWULF$VVRFLDWLRQ7KH0+3$($DOVRFRQWDLQVDFRVWH[HPSWLRQZKLFKRSHUDWHVWRH[HPSWDJURXSKHDOWKSODQ IURPWKH0+3$($¶VUHTXLUHPHQWVLIFRPSOLDQFHZLWKWKH0+3$($EHFRPHVWRRFRVWO\

2Q'HFHPEHUWKHQ3UHVLGHQW2EDPDVLJQHGWKHVW&HQWXU\&XUHV$FW7KHVW&HQWXU\&XUHV$FWDSSURSULDWHG VXEVWDQWLDOUHVRXUFHVIRUWKHWUHDWPHQWRIEHKDYLRUDOKHDOWKFDUHDQGVXEVWDQFHDEXVHGLVRUGHUVDQGFRQWDLQHGPHDVXUHVLQWHQGHGWR VWUHQJWKHQWKH0+3$($

CARES Act and Other Regulatory Matters

2Q0DUFKWKH&RURQDYLUXV$LG5HOLHIDQG(FRQRPLF6HFXULW\$FWWKH³&$5(6$FW´ZDVVLJQHGLQWRODZ7KH &$5(6$FWSURYLGHGRYHUWULOOLRQLQVWLPXOXVEHQHILWVIRUWKH86HFRQRP\$PRQJRWKHUWKLQJVWKH&$5(6$FWLQFOXGHG DGGLWLRQDOVXSSRUWIRUVPDOOEXVLQHVVHVH[SDQGHGXQHPSOR\PHQWEHQHILWVPDGHIRUJLYDEOHORDQVDYDLODEOHWRVPDOOEXVLQHVVHV SURYLGHGIRUFHUWDLQIHGHUDOLQFRPHWD[FKDQJHVDQGSURYLGHGELOOLRQIRUORDQVORDQJXDUDQWHHVDQGRWKHULQYHVWPHQWVIRURULQ 86EXVLQHVVHV

,QDGGLWLRQWKH&$5(6$FWFRQWDLQHGDQXPEHURISURYLVLRQVLQWHQGHGWRDVVLVWKHDOWKFDUHSURYLGHUVFRPEDWWKHHIIHFWVRIWKH JOREDOSDQGHPLFRIWKHQRYHOFRURQDYLUXVNQRZQDV&29,'³&29,'´7KRVHSURYLVLRQVLQFOXGHGDPRQJRWKHUV

x	DQDSSURSULDWLRQWRWKH3XEOLF+HDOWKDQG6RFLDO6HUYLFHV(PHUJHQF\)XQG³3+66()XQG´DOVRNQRZQDVWKH3URYLGHU

5HOLHI)XQGWRUHLPEXUVHWKURXJKJUDQWVRURWKHUPHFKDQLVPVHOLJLEOHKHDOWKFDUHSURYLGHUVDQGRWKHUDSSURYHGHQWLWLHV

IRU&29,'UHODWHGH[SHQVHVRUORVWUHYHQXH

x	WKHH[SDQVLRQRI&06¶$FFHOHUDWHGDQG$GYDQFH3D\PHQW3URJUDP

x	WKHWHPSRUDU\VXVSHQVLRQRI0HGLFDUHVHTXHVWUDWLRQIURP0D\WR0DUFKZKLFKZDVUHGXFHGWRRQ $SULODQGZDVHOLPLQDWHGHIIHFWLYH-XO\DQG

x	ZDLYHUVRUWHPSRUDU\VXVSHQVLRQRIFHUWDLQUHJXODWRU\UHTXLUHPHQWV

7KH86JRYHUQPHQWLQLWLDOO\DQQRXQFHGLWZRXOGRIIHUELOOLRQRIUHOLHIWRHOLJLEOHKHDOWKFDUHSURYLGHUVWKURXJKWKH 3+66()XQG2Q$SULOWKHQ3UHVLGHQW7UXPSVLJQHGLQWRODZWKH3D\FKHFN3URWHFWLRQ3URJUDPDQG+HDOWK&DUH (QKDQFHPHQW$FWWKH³333$FW´$PRQJRWKHUWKLQJVWKH333$FWDOORFDWHGELOOLRQWRHOLJLEOHKHDOWKFDUHSURYLGHUVWRKHOS RIIVHW&29,'UHODWHGORVVHVDQGH[SHQVHV7KHELOOLRQDOORFDWHGXQGHUWKH333$FWZDVLQDGGLWLRQWRWKHELOOLRQ DOORFDWHGWRKHDOWKFDUHSURYLGHUVIRUWKHVDPHSXUSRVHVLQWKH&$5(6$FWDQGZDVGLVEXUVHGWRSURYLGHUVXQGHUWHUPVDQGFRQGLWLRQV VLPLODUWRWKH&$5(6$FWIXQGV,QZHUHFHLYHGDSSUR[LPDWHO\PLOOLRQRIWKHIXQGVGLVWULEXWHGIURPWKH3+66()XQG 'XULQJWKHIRXUWKTXDUWHURIZHUHFRUGHGDSSUR[LPDWHO\PLOOLRQRILQFRPHIURPSURYLGHUUHOLHIIXQGUHODWHGWR3+66( )XQGDPRXQWVUHFHLYHGLQ

,QZHUHFHLYHGPLOOLRQRIDGGLWLRQDOIXQGVIURPWKH3+66()XQG'XULQJWKHIRXUWKTXDUWHURIZHUHFRUGHG PLOOLRQRILQFRPHIURPSURYLGHUUHOLHIIXQGUHODWHGWR3+66()XQGDPRXQWVUHFHLYHG'XULQJWKH\HDUHQGHG'HFHPEHU ZHUHFHLYHGPLOOLRQRIDGGLWLRQDOIXQGVIURPWKH3+66()XQGDQGPLOOLRQIURPWKH$PHULFDQ5HVFXH3ODQ³$53´ 5XUDO3D\PHQWVIRU+RVSLWDOV'XULQJWKH\HDUHQGHG'HFHPEHUZHUHFRUGHGPLOOLRQRILQFRPHIURPSURYLGHUUHOLHI IXQGUHODWHGWR3+66()XQGDPRXQWVDQG$53IXQGVUHFHLYHG'XULQJWKH\HDUHQGHG'HFHPEHUZHUHFRUGHGPLOOLRQ RILQFRPHIURPSURYLGHUUHOLHIIXQGUHODWHGWR$53IXQGVUHFHLYHGDQGUHSDLGWKHUHPDLQLQJEDODQFHRI$53IXQGVUHFHLYHGWR HOLPLQDWHWKHOLDELOLW\$W'HFHPEHUWKHXQUHFRJQL]HGIXQGVRIPLOOLRQZHUHLQFOXGHGLQRWKHUDFFUXHGOLDELOLWLHVRQWKH FRQVROLGDWHGEDODQFHVKHHW



'XULQJZHDSSOLHGIRUDQGUHFHLYHGDSSUR[LPDWHO\PLOOLRQRISD\PHQWVIURPWKH&06$FFHOHUDWHGDQG$GYDQFH 3D\PHQW3URJUDP2IWKHPLOOLRQRIDGYDQFHSD\PHQWVUHFHLYHGLQZHUHSDLGDSSUR[LPDWHO\PLOOLRQRIDGYDQFH SD\PHQWVGXULQJDQGPDGHDGGLWLRQDOUHSD\PHQWVRIDSSUR[LPDWHO\PLOOLRQGXULQJWKH\HDUHQGHG'HFHPEHUWR HOLPLQDWHWKHOLDELOLW\

8QGHUWKH&$5(6$FWZHUHFHLYHGDLQFUHDVHLQRXUIDFLOLWLHV¶0HGLFDUHUHLPEXUVHPHQWUDWHDVDUHVXOWRIWKHWHPSRUDU\ VXVSHQVLRQRI0HGLFDUHVHTXHVWUDWLRQIURP0D\WR0DUFKZKLFKZDVUHGXFHGWRRQ$SULODQGZDV HOLPLQDWHGHIIHFWLYH-XO\






7KH&$5(6$FWDOVRSURYLGHGIRUFHUWDLQIHGHUDOLQFRPHDQGRWKHUWD[FKDQJHV:HUHFHLYHGDFDVKEHQHILWRIDSSUR[LPDWHO\ PLOOLRQIRUUHODWLQJWRWKHGHOD\RISD\PHQWRIWKHHPSOR\HUSRUWLRQRI6RFLDO6HFXULW\SD\UROOWD[HV:HUHSDLGKDOIRIWKH PLOOLRQRISD\UROOWD[GHIHUUDOVGXULQJWKHWKLUGTXDUWHURIDQGUHSDLGWKHUHPDLQLQJSRUWLRQLQWKHWKLUGTXDUWHURIWR HOLPLQDWHWKHOLDELOLW\

7KHUHJXODWRU\FKDQJHVUHODWHGWRWKH&$5(6$FWZHUHWHPSRUDU\DQGH[SLUHGDWWKHHQGRIWKH&29,'SXEOLFKHDOWK HPHUJHQF\RQ0D\

Corporate Integrity Agreement

'XULQJWKHVHFRQGTXDUWHURIZHHQWHUHGLQWRDFRUSRUDWHLQWHJULW\DJUHHPHQWWKH³&,$´ZLWKWKH2,*LPSRVLQJFHUWDLQ FRPSOLDQFHREOLJDWLRQVRQXVDQGRXUVXEVLGLDU\&5&+HDOWK//&)RUIXUWKHUGLVFXVVLRQRIWKHEDFNJURXQGRIWKLVPDWWHUDQGWKH &,$VHH³,WHP$5LVN)DFWRUV :HFRXOGEHVXEMHFWWRPRQHWDU\SHQDOWLHVDQGRWKHUVDQFWLRQVLQFOXGLQJH[FOXVLRQIURPIHGHUDO KHDOWKFDUHSURJUDPVLIZHIDLOWRFRPSO\ZLWKWKHWHUPVRIRXUH[LVWLQJ&,$RUDQ\VLPLODUDJUHHPHQWVLQWKHIXWXUH´

5LVN0DQDJHPHQWDQG,QVXUDQFH

7KHKHDOWKFDUHLQGXVWU\LQJHQHUDOFRQWLQXHVWRH[SHULHQFHDQLQFUHDVHLQWKHIUHTXHQF\DQGVHYHULW\RIOLWLJDWLRQDQGFODLPV$V LVW\SLFDOLQWKHKHDOWKFDUHLQGXVWU\ZHDUHVXEMHFWWRFODLPVWKDWRXUVHUYLFHVKDYHUHVXOWHGLQLQMXU\WRRXUSDWLHQWVRUFOLHQWVRURWKHU DGYHUVHHIIHFWV,QDGGLWLRQUHVLGHQWYLVLWRUDQGHPSOR\HHLQMXULHVDOVRVXEMHFWXVWRWKHULVNRIOLWLJDWLRQ:KLOHPDQDJHPHQWEHOLHYHV
WKDWTXDOLW\FDUHLVSURYLGHGWRSDWLHQWVDQGFOLHQWVLQRXUIDFLOLWLHVDQGWKDWZHVXEVWDQWLDOO\FRPSO\ZLWKDOODSSOLFDEOHUHJXODWRU\ UHTXLUHPHQWVDQDGYHUVHVHWWOHPHQWGHWHUPLQDWLRQLQDOHJDOSURFHHGLQJRUJRYHUQPHQWLQYHVWLJDWLRQFRXOGKDYHDPDWHULDODGYHUVH HIIHFWRQRXUEXVLQHVVILQDQFLDOFRQGLWLRQRUUHVXOWVRIRSHUDWLRQV
2XUVWDWXWRU\ZRUNHUV¶

WKHUHODWHGOLDELOLWLHVDQGLQFOXGHNQRZQFODLPVDQGDQ\LQFXUUHGEXWQRWUHSRUWHGFODLPVWKDWDUHFRYHUHGE\FXUUHQWLQVXUDQFH SROLFLHVLQSODFH

(QYLURQPHQWDO0DWWHUV





RURWKHUGLVUXSWLRQVLPSDFWLQJWKHFRPPXQLWLHVLQZKLFKRXUIDFLOLWLHVDUHORFDWHG)RUPRUHLQIRUPDWLRQUHJDUGLQJFOLPDWHFKDQJHDQG LWVSRVVLEOHDGYHUVHLPSDFWRQXVVHH³,WHP$5LVN)DFWRUV 2SHUDWLRQDO5LVNV 2XUEXVLQHVVDQGRSHUDWLRQVDUHVXEMHFWWRULVNV UHODWHGWRQDWXUDOGLVDVWHUVDQGFOLPDWHFKDQJH´

:HKDYHQRWEHHQQRWLILHGRIDQGPDQDJHPHQWLVRWKHUZLVHFXUUHQWO\QRWDZDUHRIDQ\FRQWDPLQDWLRQDWRXUFXUUHQWO\RU IRUPHUO\RSHUDWHGIDFLOLWLHVWKDWFRXOGUHVXOWLQPDWHULDOOLDELOLW\RUFRVWWRXVXQGHUHQYLURQPHQWDOODZVRUUHJXODWLRQVIRUWKH LQYHVWLJDWLRQDQGUHPHGLDWLRQRIVXFKFRQWDPLQDWLRQDQGZHFXUUHQWO\DUHQRWXQGHUWDNLQJDQ\UHPHGLDWLRQRULQYHVWLJDWLRQDFWLYLWLHV





LQFRQQHFWLRQZLWKDQ\VXFKFRQWDPLQDWLRQFRQGLWLRQV7KHUHPD\KRZHYHUEHHQYLURQPHQWDOFRQGLWLRQVFXUUHQWO\XQNQRZQWRXV

UHODWLQJWRRXUSULRUH[LVWLQJRUIXWXUHVLWHVRURSHUDWLRQVRUWKRVHRISUHGHFHVVRUFRPSDQLHVZKRVHOLDELOLWLHVZHPD\KDYHDVVXPHGRU

DFTXLUHGZKLFKFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVV

1HZODZVUHJXODWLRQVRUSROLFLHVRUFKDQJHVLQH[LVWLQJODZVUHJXODWLRQVRUSROLFLHVRUWKHLUHQIRUFHPHQWIXWXUHVSLOOVRU DFFLGHQWVRUWKHGLVFRYHU\RIFXUUHQWO\XQNQRZQFRQGLWLRQVRUQRQFRPSOLDQFHVPD\JLYHULVHWRLQYHVWLJDWLRQDQGUHPHGLDWLRQ OLDELOLWLHVFRPSOLDQFHFRVWVILQHVDQGSHQDOWLHVRUOLDELOLW\DQGFODLPVIRUDOOHJHGSHUVRQDOLQMXU\RUSURSHUW\GDPDJHGXHWR VXEVWDQFHVRUPDWHULDOVXVHGLQRXURSHUDWLRQVDQ\RIZKLFKPD\KDYHDPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVVILQDQFLDOFRQGLWLRQRU UHVXOWVRIRSHUDWLRQV

&RPSHWLWLRQ

7KHKHDOWKFDUHLQGXVWU\LVKLJKO\FRPSHWLWLYH2XUSULQFLSDOFRPSHWLWRUVLQFOXGHRWKHUEHKDYLRUDOKHDOWKFDUHVHUYLFHFRPSDQLHV





+XPDQ&DSLWDO

$W'HFHPEHUZHKDGDSSUR[LPDWHO\HPSOR\HHVRIZKLFKZHUHHPSOR\HGIXOOWLPH$W'HFHPEHU ZHKDGRQHIDFLOLW\ZLWKDODERUXQLRQZKLFKUHSUHVHQWHGDSSUR[LPDWHO\RIRXUHPSOR\HHV2UJDQL]LQJDFWLYLWLHVE\ODERU

XQLRQVDQGFHUWDLQSRWHQWLDOFKDQJHVLQIHGHUDOODERUODZVDQGUHJXODWLRQVFRXOGLQFUHDVHWKHOLNHOLKRRGRIHPSOR\HHXQLRQL]DWLRQLQ WKHIXWXUH
7\SLFDOO\RXULQSDWLHQWIDFLOLWLHVDUHVWDIIHGE\DFKLHIH[HFXWLYHRIILFHUPHGLFDOGLUHFWRUGLUHFWRURIQXUVLQJFKLHIILQDQFLDO RIILFHUFOLQLFDOGLUHFWRUDQGGLUHFWRURISHUIRUPDQFHLPSURYHPHQW3V\FKLDWULVWVDQGRWKHUSK\VLFLDQVZRUNLQJLQRXUIDFLOLWLHVDUH OLFHQVHGPHGLFDOSURIHVVLRQDOVZKRDUHJHQHUDOO\QRWHPSOR\HGE\XVDQGZRUNLQRXUIDFLOLWLHVDVLQGHSHQGHQWFRQWUDFWRUVRUPHGLFDO VWDIIPHPEHUV

'LYHUVLW\DQG,QFOXVLRQ

:HDUHFRPPLWWHGWRPDLQWDLQLQJDZHOFRPLQJDQGLQFOXVLYHHQYLURQPHQWWKDWWUHDWVHYHU\RQHZLWKGLJQLW\DQGUHVSHFW

$SSUR[LPDWHO\RIRXUHPSOR\HHVDUHZRPHQDQGDSSUR[LPDWHO\DUHSHRSOHRIFRORU:HKDYHSROLFLHVWKDWVWULFWO\SURKLELW

DQ\GLVFULPLQDWLRQRQWKHEDVLVRIUDFHFRORUQDWLRQDORULJLQDJHUHOLJLRQGLVDELOLW\JHQGHUPDULWDOVWDWXVYHWHUDQVWDWXVRUDQ\

RWKHUEDVLVSURKLELWHGE\IHGHUDOVWDWHRUORFDOODZ

:HKDYHDOVRHVWDEOLVKHGD'LYHUVLW\DQG,QFOXVLRQ&RXQFLODPXOWLGLVFLSOLQDU\JURXSWRRYHUVHHDQGDGYDQFHGLYHUVLW\DQG LQFOXVLRQLQLWLDWLYHV

7DOHQW$FTXLVLWLRQ'HYHORSPHQWDQG5HWHQWLRQ











³,WHP$5LVN)DFWRUV +XPDQ&DSLWDO5LVNV 2XUIDFLOLWLHVIDFHFRPSHWLWLRQIRUVWDIILQJODERUVKRUWDJHVDQGKLJKHUWXUQRYHU UDWHVWKDWPD\LQFUHDVHRXUODERUFRVWVDQGUHGXFHRXUSURILWDELOLW\´

+HDOWKDQG6DIHW\

:HDUHFRPPLWWHGWRSURYLGLQJFDUHWRRXUSDWLHQWVLQDVDIHWKHUDSHXWLFHQYLURQPHQW,QIXUWKHUDQFHRIWKLVFRPPLWPHQWZH SURYLGHRXUHPSOR\HHVZLWKDFFHVVWRDYDULHW\RIZRUNSODFHVDIHW\WUDLQLQJSURJUDPVDQGFRQWLQXDOO\HYDOXDWHRXUSROLFLHVSURPRWLQJ SDWLHQWVDIHW\DQGHPSOR\HHZHOOEHLQJ

'XULQJ0DUFK&29,'EHJDQWRDIIHFWRXUIDFLOLWLHVHPSOR\HHVSDWLHQWVFRPPXQLWLHVEXVLQHVVRSHUDWLRQVDQG ILQDQFLDOSHUIRUPDQFHDVZHOODVWKHEURDGHU86SRSXODWLRQHFRQRP\DQGILQDQFLDOPDUNHWV$WPDQ\RIRXUIDFLOLWLHVHPSOR\HHV DQGRUSDWLHQWVKDYHWHVWHGSRVLWLYHIRU&29,',QUHVSRQVHWRWKH&29,'SDQGHPLFZHLPSOHPHQWHGQXPHURXVFKDQJHVWR

RXUSROLFLHVDQGSURFHGXUHVWRHQVXUHWKHKHDOWKRIRXUSDWLHQWVHPSOR\HHVFRQWUDFWRUVDQGFRPPXQLWLHVLQFOXGLQJLQVWLWXWLQJVRFLDO GLVWDQFLQJSUDFWLFHVDQGSURWHFWLYHPHDVXUHVWKURXJKRXWRXUIDFLOLWLHVZKLFKLQFOXGHGUHVWULFWLQJRUVXVSHQGLQJYLVLWRUDFFHVV VFUHHQLQJSDWLHQWVDQGVWDIIZKRHQWHURXUIDFLOLWLHVEDVHGRQFULWHULDHVWDEOLVKHGE\WKH&'&DQGORFDOKHDOWKRIILFLDOVDQGWHVWLQJDQG LVRODWLQJSDWLHQWVZKHQZDUUDQWHG

6HDVRQDOLW\RI'HPDQGIRU6HUYLFHV

2XUUHVLGHQWLDOUHFRYHU\DQGRWKHULQSDWLHQWIDFLOLWLHVW\SLFDOO\H[SHULHQFHORZHUSDWLHQWYROXPHVDQGUHYHQXHGXULQJWKH KROLGD\VDQGRXUFKLOGDQGDGROHVFHQWIDFLOLWLHVW\SLFDOO\H[SHULHQFHORZHUSDWLHQWYROXPHVDQGUHYHQXHGXULQJWKHVXPPHUPRQWKV KROLGD\VDQGRWKHUSHULRGVZKHQVFKRROLVRXWRIVHVVLRQ

$YDLODEOH,QIRUPDWLRQ

2XU,QWHUQHWZHEVLWHDGGUHVVLVZZZDFDGLDKHDOWKFDUHFRP:HPDNHDYDLODEOHRXUDQQXDOUHSRUWVRQ)RUP.TXDUWHUO\ UHSRUWVRQ)RUP4FXUUHQWUHSRUWVRQ)RUP.DQGDOODPHQGPHQWVWRWKRVHUHSRUWVIUHHRIFKDUJHRQRXUZHEVLWHRQWKH ³,QYHVWRUV´ZHESDJHXQGHUWKHFDSWLRQ³6(&)LOLQJV´DVVRRQDVUHDVRQDEO\SUDFWLFDEOHDIWHUVXFKPDWHULDOLVHOHFWURQLFDOO\ILOHGZLWK RUIXUQLVKHGWRWKH6(&7KH6(&PDLQWDLQVDQLQWHUQHWVLWHDWKWWSZZZVHFJRYWKDWFRQWDLQVUHSRUWVSUR[\DQGLQIRUPDWLRQ

VWDWHPHQWVDQGRWKHULQIRUPDWLRQZHILOH2XUZHEVLWHDQGWKHLQIRUPDWLRQFRQWDLQHGWKHUHLQRUOLQNHGWKHUHWRDUHQRWLQWHQGHGWREH LQFRUSRUDWHGLQWRWKLV$QQXDO5HSRUWRQ)RUP.

,WHP$5LVN)DFWRUV

5LVN)DFWRUV6XPPDU\

:HDUHVXEMHFWWRDYDULHW\RIULVNVDQGXQFHUWDLQWLHVLQFOXGLQJILQDQFLDOULVNVRSHUDWLRQDOULVNVKXPDQFDSLWDOULVNVOHJDO SURFHHGLQJVDQGUHJXODWRU\ULVNVDQGFHUWDLQJHQHUDOULVNVZKLFKFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVVILQDQFLDO FRQGLWLRQUHVXOWVRIRSHUDWLRQVDQGFDVKIORZV5LVNVWKDWZHGHHPPDWHULDODUHGHVFULEHGXQGHU³5LVN)DFWRUV´EHORZDQGLQFOXGH EXWDUHQRWOLPLWHGWRWKHIROORZLQJ

)LQDQFLDO5LVNV

x	2XUUHYHQXHDQGUHVXOWVRIRSHUDWLRQVDUHVLJQLILFDQWO\DIIHFWHGE\SD\PHQWVUHFHLYHGIURPWKHJRYHUQPHQWDQGWKLUG SDUW\SD\RUV

x	2XUGHEWFRXOGDGYHUVHO\DIIHFWRXUILQDQFLDOKHDOWKDQGSUHYHQWXVIURPIXOILOOLQJRXUREOLJDWLRQVXQGHURXUILQDQFLQJ DUUDQJHPHQWV
x	6HUYLFLQJRXUGHEWUHTXLUHVDVLJQLILFDQWDPRXQWRIFDVK2XUDELOLW\WRJHQHUDWHVXIILFLHQWFDVKWRVHUYLFHRXUGHEW GHSHQGVRQPDQ\IDFWRUVEH\RQGRXUFRQWURO
x	:HDUHVXEMHFWWRDQXPEHURIUHVWULFWLYHFRYHQDQWVZKLFKPD\UHVWULFWRXUEXVLQHVVDQGILQDQFLQJDFWLYLWLHV

x	'HVSLWHRXUFXUUHQWGHEWOHYHOZHPD\LQFXUVLJQLILFDQWDGGLWLRQDODPRXQWVRIGHEWZKLFKFRXOGIXUWKHUH[DFHUEDWHWKH

ULVNVDVVRFLDWHGZLWKRXUGHEW

x	,IZHGHIDXOWRQRXUREOLJDWLRQVWRSD\RXUGHEWZHPD\QRWEHDEOHWRPDNHSD\PHQWVRQRXUILQDQFLQJDUUDQJHPHQWV

x	:HDUHVXEMHFWWRYRODWLOLW\LQWKHJOREDOFDSLWDODQGFUHGLWPDUNHWVDVZHOODVVLJQLILFDQWGHYHORSPHQWVLQ PDFURHFRQRPLFDQGSROLWLFDOFRQGLWLRQVWKDWDUHRXWRIRXUFRQWURO

x	,QFUHDVHVLQLQIODWLRQDQGULVLQJLQWHUHVWUDWHVPD\DGYHUVHO\LPSDFWRXUEXVLQHVVILQDQFLDOFRQGLWLRQDQGUHVXOWVRI RSHUDWLRQV





x	7KHLQGXVWU\WUHQGRQYDOXHEDVHGSXUFKDVLQJPD\QHJDWLYHO\LPSDFWRXUUHYHQXH

x	$OWKRXJKWKH&29,'SXEOLFKHDOWKHPHUJHQF\H[SLUHGLQ0D\RXURSHUDWLRQVEXVLQHVVDQGILQDQFLDOFRQGLWLRQ DQGRXUOLTXLGLW\FRXOGEHQHJDWLYHO\LPSDFWHGSDUWLFXODUO\LIWKH86HFRQRP\UHPDLQVXQVWDEOHIRUDVLJQLILFDQW

DPRXQWRIWLPHRULISDWLHQWYROXPHVGHFOLQHDWRXUIDFLOLWLHV

x	$QLQFUHDVHLQXQLQVXUHGRUXQGHULQVXUHGSDWLHQWVRUWKHGHWHULRUDWLRQLQWKHFROOHFWDELOLW\RISDWLHQWDFFRXQWVUHFHLYDEOHV FRXOGKDUPRXUUHVXOWVRIRSHUDWLRQ

2SHUDWLRQDO5LVNV

x	$QLQFLGHQWLQYROYLQJRQHRUPRUHRIRXUSDWLHQWVRUWKHIDLOXUHE\RQHRUPRUHRIRXUIDFLOLWLHVWRSURYLGHDSSURSULDWH

FDUHFRXOGUHVXOWLQLQFUHDVHGUHJXODWRU\EXUGHQVJRYHUQPHQWDOLQYHVWLJDWLRQVOLWLJDWLRQQHJDWLYHSXEOLFLW\DQG DGYHUVHO\DIIHFWWKHWUDGLQJSULFHRIRXUFRPPRQVWRFN

x -RLQWYHQWXUHVPD\XVHVLJQLILFDQWUHVRXUFHVPD\EHXQVXFFHVVIXODQGFRXOGH[SRVHXVWRXQIRUHVHHQOLDELOLWLHV x 2XUEXVLQHVVJURZWKDQGDFTXLVLWLRQVWUDWHJLHVH[SRVHXVWRDYDULHW\RIRSHUDWLRQDODQGILQDQFLDOULVNV
x	:HFDUHIRUDODUJHQXPEHURIYXOQHUDEOHLQGLYLGXDOVZLWKFRPSOH[QHHGVDQGDQ\FDUHTXDOLW\GHILFLHQFLHVFRXOG DGYHUVHO\LPSDFWRXUEUDQGUHSXWDWLRQDQGDELOLW\WRPDUNHWRXUVHUYLFHVHIIHFWLYHO\

x	2XUEXVLQHVVFRXOGEHGLVUXSWHGLIRXULQIRUPDWLRQV\VWHPVIDLORULIRXUGDWDEDVHVDUHGHVWUR\HGRUGDPDJHG

x	$F\EHUVHFXULW\LQFLGHQWFRXOGKDYHDPDWHULDODGYHUVHLPSDFWRQWKH&RPSDQ\LQFOXGLQJVXEVWDQWLDOVDQFWLRQVILQHV

DQGGDPDJHVDQGFLYLODQGFULPLQDOSHQDOWLHVXQGHUIHGHUDODQGVWDWHSULYDF\ODZVLQDGGLWLRQWRUHSXWDWLRQDOKDUPDQG LQFUHDVHGFRVWV

x	$OWKRXJKZHKDYHIDFLOLWLHVLQVWDWHVDQG3XHUWR5LFRZHKDYHVXEVWDQWLDORSHUDWLRQVLQ3HQQV\OYDQLD&DOLIRUQLD 7HQQHVVHH0DVVDFKXVHWWVDQG$UL]RQDZKLFKPDNHVXVHVSHFLDOO\VHQVLWLYHWRUHJXODWRU\HFRQRPLFHQYLURQPHQWDODQG

FRPSHWLWLYHFRQGLWLRQVDQGFKDQJHVLQWKRVHVWDWHV

x	2XUEXVLQHVVDQGRSHUDWLRQVDUHVXEMHFWWRULVNVUHODWHGWRQDWXUDOGLVDVWHUVDQGFOLPDWHFKDQJH

x	,IZHIDLOWRFXOWLYDWHQHZRUPDLQWDLQHVWDEOLVKHGUHODWLRQVKLSVZLWKUHIHUUDOVRXUFHVRXUEXVLQHVVILQDQFLDOFRQGLWLRQ DQGUHVXOWVRIRSHUDWLRQVFRXOGEHDGYHUVHO\DIIHFWHG

x	:HRSHUDWHLQDKLJKO\FRPSHWLWLYHLQGXVWU\DQGFRPSHWLWLRQPD\OHDGWRGHFOLQHVLQSDWLHQWYROXPHV

+XPDQ&DSLWDO5LVNV

x	2XUIDFLOLWLHVIDFHFRPSHWLWLRQIRUVWDIILQJODERUVKRUWDJHVDQGKLJKHUWXUQRYHUUDWHVWKDWPD\LQFUHDVHRXUODERUFRVWV DQGUHGXFHRXUSURILWDELOLW\
x	2XUSHUIRUPDQFHGHSHQGVRQRXUDELOLW\WRUHFUXLWDQGUHWDLQTXDOLW\SV\FKLDWULVWVDQGRWKHUSK\VLFLDQV

/HJDO3URFHHGLQJVDQG5HJXODWRU\5LVNV

x	:HDUHDQGLQWKHIXWXUHFRXOGEHFRPHWKHVXEMHFWRIDGGLWLRQDOJRYHUQPHQWDOLQYHVWLJDWLRQVUHJXODWRU\DFWLRQVDQG ZKLVWOHEORZHUODZVXLWV
x	:HFRXOGEHVXEMHFWWRPRQHWDU\SHQDOWLHVDQGRWKHUVDQFWLRQVLQFOXGLQJH[FOXVLRQIURPIHGHUDOKHDOWKFDUHSURJUDPVLI ZHIDLOWRFRPSO\ZLWKWKHWHUPVRIRXUH[LVWLQJ&,$RUDQ\VLPLODUDJUHHPHQWVLQWKHIXWXUH

x	:HDUHDQGLQWKHIXWXUHPD\EHFRPHLQYROYHGLQOHJDOSURFHHGLQJVEDVHGRQQHJOLJHQFHRUEUHDFKRIDFRQWUDFWXDORU VWDWXWRU\GXW\IURPVHUYLFHXVHUVRUWKHLUIDPLO\PHPEHUVRUIURPHPSOR\HHVRUIRUPHUHPSOR\HHV

x	,IZHIDLOWRFRPSO\ZLWKH[WHQVLYHODZVDQGJRYHUQPHQWUHJXODWLRQVZHFRXOGVXIIHUSHQDOWLHVRUEHUHTXLUHGWRPDNH

VLJQLILFDQWFKDQJHVWRRXURSHUDWLRQV

x	:HFRXOGIDFHULVNVDVVRFLDWHGZLWKRUDULVLQJRXWRIFKDQJLQJODZVDQGUHJXODWLRQVLQFOXGLQJWKRVHLQYROYLQJ HQYLURQPHQWDOKHDOWKDQGVDIHW\ODZVDQGUHJXODWLRQV

*HQHUDO5LVN)DFWRUV

x	)OXFWXDWLRQVLQRXURSHUDWLQJUHVXOWVTXDUWHUWRTXDUWHUHDUQLQJVDQGRWKHUIDFWRUVLQFOXGLQJIDFWRUVRXWVLGHRXUFRQWURO PD\UHVXOWLQVLJQLILFDQWGHFUHDVHVLQWKHSULFHRIRXUFRPPRQVWRFN





x	)XWXUHVDOHVRIFRPPRQVWRFNE\RXUH[LVWLQJVWRFNKROGHUVPD\FDXVHRXUVWRFNSULFHWRIDOO

x	,IVHFXULWLHVRULQGXVWU\DQDO\VWVGRQRWSXEOLVKUHVHDUFKRUUHSRUWVDERXWRXUEXVLQHVVLIWKH\ZHUHWRFKDQJHWKHLU

UHFRPPHQGDWLRQVUHJDUGLQJRXUVWRFNDGYHUVHO\RULIRXURSHUDWLQJUHVXOWVGRQRWPHHWWKHLUH[SHFWDWLRQVRXUVWRFNSULFH DQGWUDGLQJYROXPHFRXOGGHFOLQH

x	:HLQFXUVXEVWDQWLDOFRVWVDVDUHVXOWRIEHLQJDSXEOLFFRPSDQ\

5LVN)DFWRUV



)LQDQFLDO5LVNV

Our revenue and results of operations are significantly affected by payments received from the government and third-party payors.

$VLJQLILFDQWSRUWLRQRIRXUUHYHQXHLVGHULYHGIURPJRYHUQPHQWKHDOWKFDUHSURJUDPV)RUWKH\HDUHQGHG'HFHPEHU ZHGHULYHGDSSUR[LPDWHO\RIRXUFRQWLQXLQJRSHUDWLRQVUHYHQXHIURPWKH0HGLFDUHDQG0HGLFDLGSURJUDPV







&KDQJHVLQWKHVHJRYHUQPHQWSURJUDPVLQUHFHQW\HDUVKDYHUHVXOWHGLQOLPLWDWLRQVRQUHLPEXUVHPHQWDQGLQVRPHFDVHV

UHGXFHGOHYHOVRIUHLPEXUVHPHQWIRUKHDOWKFDUHVHUYLFHV3D\PHQWVIURPIHGHUDODQGVWDWHJRYHUQPHQWKHDOWKFDUHSURJUDPVDUHVXEMHFW

WRVWDWXWRU\DQGUHJXODWRU\FKDQJHVDGPLQLVWUDWLYHUXOLQJVLQWHUSUHWDWLRQVDQGGHWHUPLQDWLRQVUHTXLUHPHQWVIRUXWLOL]DWLRQUHYLHZDQG

IHGHUDODQGVWDWHIXQGLQJUHVWULFWLRQVDOORIZKLFKFRXOGPDWHULDOO\LQFUHDVHRUGHFUHDVHSURJUDPSD\PHQWVDVZHOODVDIIHFWWKHFRVW

RISURYLGLQJVHUYLFHWRSDWLHQWVDQGWKHWLPLQJRISD\PHQWVWRIDFLOLWLHV:HDUHXQDEOHWRSUHGLFWWKHHIIHFWRIUHFHQWDQGIXWXUHSROLF\

FKDQJHVRQRXURSHUDWLRQV,QDGGLWLRQVLQFHPRVWVWDWHVRSHUDWHZLWKEDODQFHGEXGJHWVDQGVLQFHWKH0HGLFDLGSURJUDPLVRIWHQD

VWDWH¶VODUJHVWSURJUDPVRPHVWDWHVFDQEHH[SHFWHGWRHQDFWRUFRQVLGHUHQDFWLQJOHJLVODWLRQIRUPXODWHGWRUHGXFHWKHLU0HGLFDLG

H[SHQGLWXUHV,IWKHUDWHVSDLGRUWKHVFRSHRIVHUYLFHVFRYHUHGE\JRYHUQPHQWSD\RUVDUHUHGXFHGWKHUHFRXOGEHDPDWHULDODGYHUVH

HIIHFWRQRXUEXVLQHVVILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQV



2XUKHDOWKFDUHIDFLOLWLHVDUHDOVRVXEMHFWWRIHGHUDOVWDWHDQGFRPPHUFLDOSD\RUDXGLWVWRYDOLGDWHWKHDFFXUDF\RIFODLPV VXEPLWWHGWRJRYHUQPHQWKHDOWKFDUHSURJUDPVDQGFRPPHUFLDOSD\RUV,IWKHVHDXGLWVLGHQWLI\RYHUSD\PHQWVZHFRXOGEHUHTXLUHGWR PDNHVXEVWDQWLDOUHSD\PHQWVVXEMHFWWRYDULRXVDSSHDOULJKWV2XUIDFLOLWLHVDUHURXWLQHO\VXEMHFWHGWRFODLPVDXGLWVLQWKHRUGLQDU\





FRXUVHRIEXVLQHVV:KLOHQRVXFKDXGLWKDVLGHQWLILHGDQ\PDWHULDORYHUSD\PHQWOLDELOLW\VKRXOGDSRWHQWLDOPDWHULDORYHUSD\PHQW

OLDELOLW\DULVHIURPDIXWXUHDXGLWVXFKRYHUSD\PHQWOLDELOLW\PD\XOWLPDWHO\H[FHHGHVWDEOLVKHGUHVHUYHVDQGDQ\H[FHVVFRXOG

SRWHQWLDOO\EHVXEVWDQWLDO)XUWKHU0HGLFDUHDQG0HGLFDLGUHJXODWLRQVDVZHOODVFRPPHUFLDOSD\RUFRQWUDFWVDOVRSURYLGHIRU

ZLWKKROGLQJRUVXVSHQGLQJSD\PHQWVLQFHUWDLQFLUFXPVWDQFHVZKLFKFRXOGDGYHUVHO\DIIHFWRXUFDVKIORZ

Our debt could adversely affect our financial health and prevent us from fulfilling our obligations under our financing arrangements.

$W'HFHPEHUZHKDGDSSUR[LPDWHO\ELOOLRQRIWRWDOGHEWQHWRIGHEWLVVXDQFHFRVWVGLVFRXQWVDQGSUHPLXPVRI PLOOLRQZKLFKLQFOXGHGDSSUR[LPDWHO\PLOOLRQRIGHEWXQGHUWKH&UHGLW)DFLOLW\PLOOLRQRIGHEWXQGHUWKH 6HQLRU1RWHVDVGHILQHGEHORZDQGPLOOLRQRIGHEWXQGHUWKH6HQLRU1RWHVDVGHILQHGEHORZ6HH³,WHP %XVLQHVV )LQDQFLQJ7UDQVDFWLRQV´IRUDGGLWLRQDOGHWDLOVUHJDUGLQJRXURXWVWDQGLQJLQGHEWHGQHVV

2XUGHEWFRXOGKDYHLPSRUWDQWFRQVHTXHQFHVWRRXUEXVLQHVV)RUH[DPSOHLWFRXOG x LQFUHDVHRXUYXOQHUDELOLW\WRJHQHUDODGYHUVHHFRQRPLFDQGLQGXVWU\FRQGLWLRQV x PDNHLWPRUHGLIILFXOWIRUXVWRVDWLVI\RXURWKHUILQDQFLDOREOLJDWLRQV

x	UHVWULFWXVIURPPDNLQJVWUDWHJLFDFTXLVLWLRQVRUFDXVHXVWRPDNHQRQVWUDWHJLFGLYHVWLWXUHV

x	UHTXLUHXVWRGHGLFDWHDVXEVWDQWLDOSRUWLRQRIRXUFDVKIORZIURPRSHUDWLRQVWRSD\PHQWVRQRXUGHEWLQFOXGLQJVFKHGXOHG UHSD\PHQWVRQRXURXWVWDQGLQJWHUPORDQERUURZLQJVXQGHUWKH&UHGLW)DFLOLW\WKHUHE\UHGXFLQJWKHDYDLODELOLW\RIRXU
FDVKIORZWRIXQGZRUNLQJFDSLWDOFDSLWDOH[SHQGLWXUHVDQGRWKHUJHQHUDOFRUSRUDWHSXUSRVHV

x	H[SRVHXVWRLQWHUHVWUDWHIOXFWXDWLRQVEHFDXVHWKHLQWHUHVWRQWKH&UHGLW)DFLOLW\LVLPSRVHGDWYDULDEOHUDWHV

x	PDNHLWPRUHGLIILFXOWIRUXVWRVDWLVI\RXUREOLJDWLRQVWRRXUOHQGHUVUHVXOWLQJLQSRVVLEOHGHIDXOWVRQDQGDFFHOHUDWLRQRI VXFKGHEW
x OLPLWRXUIOH[LELOLW\LQSODQQLQJIRURUUHDFWLQJWRFKDQJHVLQRXUEXVLQHVVDQGWKHLQGXVWU\LQZKLFKZHRSHUDWH x SODFHXVDWDFRPSHWLWLYHGLVDGYDQWDJHFRPSDUHGWRRXUFRPSHWLWRUVWKDWKDYHOHVVGHEW x OLPLWRXUDELOLW\WRERUURZDGGLWLRQDOIXQGVDQG

x	OLPLWRXUDELOLW\WRSD\GLYLGHQGVUHGHHPVWRFNRUPDNHRWKHUGLVWULEXWLRQV

,QDGGLWLRQWKHWHUPVRIRXUILQDQFLQJDUUDQJHPHQWVFRQWDLQUHVWULFWLYHFRYHQDQWVWKDWOLPLWRXUDELOLW\WRHQJDJHLQDFWLYLWLHV WKDWPD\EHLQRXUORQJWHUPEHVWLQWHUHVWV2XUIDLOXUHWRFRPSO\ZLWKWKRVHFRYHQDQWVFRXOGUHVXOWLQDQHYHQWRIGHIDXOWZKLFKLIQRW FXUHGRUZDLYHGFRXOGUHVXOWLQWKHDFFHOHUDWLRQRIDOORIRXUGHEWVLQFOXGLQJWKH&UHGLW)DFLOLW\DQGWKH6HQLRU1RWHVDVGHILQHG EHORZ

Servicing our debt requires a significant amount of cash. Our ability to generate sufficient cash to service our debt depends on many factors beyond our control.

2XUDELOLW\WRPDNHSD\PHQWVRQDQGWRUHILQDQFHRXUGHEWWRIXQGSODQQHGFDSLWDOH[SHQGLWXUHVDQGWRPDLQWDLQVXIILFLHQW

ZRUNLQJFDSLWDOZLOOGHSHQGRQRXUDELOLW\WRJHQHUDWHFDVKLQWKHIXWXUH7KLVWRDFHUWDLQH[WHQWLVVXEMHFWWRJHQHUDOHFRQRPLF

ILQDQFLDOFRPSHWLWLYHOHJLVODWLYHUHJXODWRU\DQGRWKHUIDFWRUVWKDWDUHEH\RQGRXUFRQWURO

:HFDQQRWDVVXUH\RXWKDWRXUEXVLQHVVZLOOJHQHUDWHVXIILFLHQWFDVKIORZIURPRSHUDWLRQVRUWKDWIXWXUHERUURZLQJVZLOOEH

DYDLODEOHWRXVXQGHUWKH&UHGLW)DFLOLW\RUIURPRWKHUVRXUFHVLQDQDPRXQWVXIILFLHQWWRHQDEOHXVWRVHUYLFHRXUGHEWRUWRIXQGRXU

RWKHUOLTXLGLW\QHHGV,IRXUFDVKIORZDQGFDSLWDOUHVRXUFHVDUHLQVXIILFLHQWWRDOORZXVWRPDNHVFKHGXOHGSD\PHQWVRQRXUGHEWZH

PD\QHHGWRUHGXFHRUGHOD\FDSLWDOH[SHQGLWXUHVVHOODVVHWVVHHNDGGLWLRQDOFDSLWDORUUHVWUXFWXUHRUUHILQDQFHDOORUDSRUWLRQRIRXU

GHEWRQRUEHIRUHWKHPDWXULW\WKHUHRIDQ\RIZKLFKFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVVILQDQFLDOFRQGLWLRQRUUHVXOWV

RIRSHUDWLRQV:HFDQQRWDVVXUH\RXWKDWZHZLOOEHDEOHWRUHILQDQFHDQ\RIRXUGHEWRQFRPPHUFLDOO\UHDVRQDEOHWHUPVRUDWDOORU

WKDWWKHWHUPVRIWKDWGHEWZLOODOORZDQ\RIWKHDERYHDOWHUQDWLYHPHDVXUHVRUWKDWWKHVHPHDVXUHVZRXOGVDWLVI\RXUVFKHGXOHGGHEW

VHUYLFHREOLJDWLRQV,IZHDUHXQDEOHWRJHQHUDWHVXIILFLHQWFDVKIORZWRUHSD\RUUHILQDQFHRXUGHEWRQIDYRUDEOHWHUPVLWFRXOG VLJQLILFDQWO\DGYHUVHO\DIIHFWRXUILQDQFLDOFRQGLWLRQDQGWKHYDOXHRIRXURXWVWDQGLQJGHEW2XUDELOLW\WRUHVWUXFWXUHRUUHILQDQFHRXU GHEWZLOOGHSHQGRQWKHFRQGLWLRQRIWKHFDSLWDOPDUNHWVDQGRXUILQDQFLDOFRQGLWLRQ$Q\UHILQDQFLQJRIRXUGHEWFRXOGEHDWKLJKHU LQWHUHVWUDWHVDQGPD\UHTXLUHXVWRFRPSO\ZLWKPRUHRQHURXVFRYHQDQWVZKLFKFRXOGIXUWKHUUHVWULFWRXUEXVLQHVVRSHUDWLRQV










We are subject to a number of restrictive covenants, which may restrict our business and financing activities.

2XUILQDQFLQJDUUDQJHPHQWVLPSRVHDQGWKHWHUPVRIDQ\IXWXUHGHEWPD\LPSRVHRSHUDWLQJDQGRWKHUUHVWULFWLRQVRQXV6XFK

UHVWULFWLRQVDIIHFWDQGLQPDQ\UHVSHFWVOLPLWRUSURKLELWDPRQJRWKHUWKLQJVRXUDQGRXUVXEVLGLDULHV¶DELOLW\WR x LQFXURUJXDUDQWHHDGGLWLRQDOGHEWDQGLVVXHFHUWDLQSUHIHUUHGVWRFN

x SD\GLYLGHQGVRQRXUFRPPRQVWRFNRUUHGHHPUHSXUFKDVHRUUHWLUHRXUHTXLW\LQWHUHVWVRUVXERUGLQDWHGGHEW x WUDQVIHURUVHOORXUDVVHWV

x	PDNHFHUWDLQSD\PHQWVRULQYHVWPHQWV

x	PDNHFDSLWDOH[SHQGLWXUHV

x	FUHDWHFHUWDLQOLHQVRQDVVHWV

x FUHDWHUHVWULFWLRQVRQWKHDELOLW\RIRXUVXEVLGLDULHVWRSD\GLYLGHQGVRUPDNHRWKHUSD\PHQWVWRXV x HQJDJHLQFHUWDLQWUDQVDFWLRQVZLWKRXUDIILOLDWHVDQG x PHUJHRUFRQVROLGDWHZLWKRWKHUFRPSDQLHV

7KH&UHGLW)DFLOLW\DOVRUHTXLUHVXVWRPHHWFHUWDLQILQDQFLDOUDWLRVLQFOXGLQJDIL[HGFKDUJHFRYHUDJHUDWLRDQGDFRQVROLGDWHG OHYHUDJHUDWLR6HH³,WHP0DQDJHPHQW¶V'LVFXVVLRQDQG$QDO\VLVRI)LQDQFLDO&RQGLWLRQDQG5HVXOWVRI2SHUDWLRQV /LTXLGLW\ DQG&DSLWDO5HVRXUFHV &UHGLW)DFLOLW\´



Despite our current debt level, we may incur significant additional amounts of debt, which could further exacerbate the risks associated with our debt.



If we default on our obligations to pay our debt, we may not be able to make payments on our financing arrangements.


RUFHDVHPDNLQJIXUWKHUORDQVDQGLQVWLWXWHIRUHFORVXUHSURFHHGLQJVDJDLQVWRXUDVVHWVRUZHFRXOGEHIRUFHGWRDSSO\DOODYDLODEOHFDVK IORZVWRUHSD\VXFKGHEWDQGLQDQ\VXFKFDVHZHFRXOGXOWLPDWHO\EHIRUFHGLQWREDQNUXSWF\RUOLTXLGDWLRQ%HFDXVHWKHLQGHQWXUHV JRYHUQLQJWKH6HQLRU1RWHVDQGWKHDJUHHPHQWJRYHUQLQJWKH&UHGLW)DFLOLW\KDYHFXVWRPDU\FURVVGHIDXOWSURYLVLRQVLIWKHGHEWXQGHU WKH6HQLRU1RWHVRUWKH&UHGLW)DFLOLW\LVDFFHOHUDWHGZHPD\EHXQDEOHWRUHSD\RUUHILQDQFHWKHDPRXQWVGXH











We may be required to record additional charges to future earnings if our goodwill, intangible assets and property and equipment become impaired.

:HDUHUHTXLUHGXQGHU86JHQHUDOO\DFFHSWHGDFFRXQWLQJSULQFLSOHV³*$$3´WRUHYLHZDQQXDOO\RUPRUHIUHTXHQWO\LIHYHQWV

LQGLFDWHWKHFDUU\LQJYDOXHRIDUHSRUWLQJXQLWPD\QRWEHUHFRYHUDEOHRXUJRRGZLOODQGLQGHILQLWHOLYHGLQWDQJLEOHDVVHWVIRU LPSDLUPHQW$OWKRXJKWKHUHZHUHQRLPSDLUPHQWFKDUJHVUHFRUGHGIRUWKHDQQXDOLPSDLUPHQWUHYLHZZHPD\EHUHTXLUHGWR



QHHGIRUDQ\IXUWKHULPSDLUPHQWLQVXEVHTXHQWSHULRGVLVVHQVLWLYHWRUHYLVLRQVWRRXUFXUUHQWSURMHFWLRQV6HH³,WHP0DQDJHPHQW¶V 'LVFXVVLRQDQG$QDO\VLVRI)LQDQFLDO&RQGLWLRQDQG5HVXOWVRI2SHUDWLRQV &ULWLFDO$FFRXQWLQJ3ROLFLHV 3URSHUW\DQG(TXLSPHQW DQGRWKHU/RQJ/LYHG$VVHWV´DQG³,WHP0DQDJHPHQW¶V'LVFXVVLRQDQG$QDO\VLVRI)LQDQFLDO&RQGLWLRQDQG5HVXOWVRI2SHUDWLRQV

&ULWLFDO$FFRXQWLQJ3ROLFLHV	*RRGZLOODQG,QGHILQLWH/LYHG,QWDQJLEOH$VVHWV´IRUDGGLWLRQDOLQIRUPDWLRQ

Our operating costs are subject to increases in the wages and salaries of our staff.



:HDOVRKDYHDQXPEHURIUHFXUULQJFRVWVLQFOXGLQJLQVXUDQFHXWLOLWLHVDQGUHQWDOFRVWVDQGPD\IDFHLQFUHDVHVWRRWKHU UHFXUULQJFRVWVVXFKDVUHJXODWRU\FRPSOLDQFHFRVWV7KHUHFDQEHQRDVVXUDQFHWKDWDQ\RIRXUUHFXUULQJFRVWVZLOOQRWJURZDWDIDVWHU UDWHWKDQRXUUHYHQXH$VDUHVXOWDQ\LQFUHDVHLQRXURSHUDWLQJFRVWVFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVVUHVXOWVRI RSHUDWLRQVDQGILQDQFLDOFRQGLWLRQ

We are subject to volatility in the global capital and credit markets as well as significant developments in macroeconomic and political conditions that are out of our control.


FRQWUDFWWREXLOGQHZKHDOWKFDUHIDFLOLWLHVZKLFKFDQWKHQEHPDGHDYDLODEOHWRXVXQGHUDORQJWHUPRSHUDWLQJOHDVH,IFRQGLWLRQVLQ WKHJOREDOHFRQRP\UHPDLQXQFHUWDLQRUZHDNHQIXUWKHUWKLVFRXOGPDWHULDOO\DGYHUVHO\LPSDFWRXUDYHUDJHGDLO\FHQVXV³$'&´ ZKLFKZRXOGKDYHDFRUUHVSRQGLQJQHJDWLYHLPSDFWRQRXUEXVLQHVVUHVXOWVRIRSHUDWLRQVDQGILQDQFLDOFRQGLWLRQ

A worsening of the economic and employment conditions in the geographies in which we operate could materially affect our business and future results of operations.


$VL]DEOHSRUWLRQRIRXUUHYHQXHIURPFHUWDLQUHVLGHQWLDOUHFRYHU\HDWLQJGLVRUGHUIDFLOLWLHV&7&VDQG\RXWKSURJUDPVLVIURP VHOISD\RUV$FFRUGLQJO\DVXVWDLQHGGRZQWXUQLQWKH86HFRQRP\FRXOGUHVWUDLQWKHDELOLW\RIRXUSDWLHQWVDQGWKHIDPLOLHVRIRXU VWXGHQWVWRSD\IRUVHUYLFHV

)XUWKHUPRUHWKHDYDLODELOLW\RIOLTXLGLW\DQGFDSLWDOUHVRXUFHVWRIXQGWKHFRQWLQXDWLRQDQGH[SDQVLRQRIPDQ\EXVLQHVV RSHUDWLRQVZRUOGZLGHKDVEHHQOLPLWHGLQUHFHQW\HDUV2XUDELOLW\WRDFFHVVWKHFDSLWDOPDUNHWVRQDFFHSWDEOHWHUPVPD\EHVHYHUHO\ UHVWULFWHGDWDWLPHZKHQZHZRXOGOLNHRUQHHGDFFHVVWRWKRVHPDUNHWVZKLFKFRXOGKDYHDQHJDWLYHLPSDFWRQRXUJURZWKSODQV RXUIOH[LELOLW\WRUHDFWWRFKDQJLQJHFRQRPLFDQGEXVLQHVVFRQGLWLRQVDQGRXUDELOLW\WRUHILQDQFHH[LVWLQJGHEWLQFOXGLQJGHEWXQGHU






WKH&UHGLW)DFLOLW\DQGWKH6HQLRU1RWHV$VXVWDLQHGHFRQRPLFGRZQWXUQRURWKHUHFRQRPLFFRQGLWLRQVFRXOGDOVRDGYHUVHO\DIIHFWWKH FRXQWHUSDUWLHVWRRXUDJUHHPHQWVLQFOXGLQJWKHOHQGHUVXQGHUWKH&UHGLW)DFLOLW\FDXVLQJWKHPWRIDLOWRPHHWWKHLUREOLJDWLRQVWRXV

Increases in inflation and rising interest rates may adversely impact our business, financial condition and results of operations.



The industry trend on value-based purchasing may negatively impact our revenue.



:HH[SHFWYDOXHEDVHGSXUFKDVLQJSURJUDPVLQFOXGLQJSURJUDPVWKDWFRQGLWLRQUHLPEXUVHPHQWRQSDWLHQWRXWFRPHPHDVXUHVWR EHFRPHPRUHFRPPRQDQGWRLQYROYHDKLJKHUSHUFHQWDJHRIUHLPEXUVHPHQWDPRXQWV:HDUHXQDEOHDWWKLVWLPHWRSUHGLFWKRZWKLV WUHQGZLOODIIHFWRXUUHVXOWVRIRSHUDWLRQVEXWLWFRXOGQHJDWLYHO\LPSDFWRXUUHYHQXHLIZHDUHXQDEOHWRPHHWTXDOLW\VWDQGDUGV HVWDEOLVKHGE\ERWKJRYHUQPHQWDODQGSULYDWHSD\HUV

The trend by insurance companies and managed care organizations to enter into sole-source contracts may limit our ability to obtain patients.

,QVXUDQFHFRPSDQLHVDQGPDQDJHGFDUHRUJDQL]DWLRQVDUHHQWHULQJLQWRVROHVRXUFHFRQWUDFWVZLWKKHDOWKFDUHSURYLGHUVZKLFK

FRXOGOLPLWRXUDELOLW\WRREWDLQSDWLHQWVVLQFHZHGRQRWRIIHUWKHUDQJHRIVHUYLFHVUHTXLUHGIRUWKHVHFRQWUDFWV0RUHRYHUSULYDWH

LQVXUHUVPDQDJHGFDUHRUJDQL]DWLRQVDQGWRDOHVVHUH[WHQW0HGLFDLGDQG0HGLFDUHDUHEHJLQQLQJWRFDUYHRXWVSHFLILFVHUYLFHV

LQFOXGLQJPHQWDOKHDOWKDQGVXEVWDQFHDEXVHVHUYLFHVDQGHVWDEOLVKVPDOOVSHFLDOL]HGQHWZRUNVRISURYLGHUVIRUVXFKVHUYLFHVDWIL[HG

UHLPEXUVHPHQWUDWHV&RQWLQXHGJURZWKLQWKHXVHRIFDUYHRXWDUUDQJHPHQWVFRXOGPDWHULDOO\DGYHUVHO\DIIHFWRXUEXVLQHVVWRWKH

H[WHQWZHDUHQRWVHOHFWHGWRSDUWLFLSDWHLQVXFKQHWZRUNVRULIWKHUHLPEXUVHPHQWUDWHLQVXFKQHWZRUNVLVQRWDGHTXDWHWRFRYHUWKH

FRVWRISURYLGLQJWKHVHUYLFH

Although the COVID-19 public health emergency expired in May 2023, our operations, business and financial condition, and our liquidity could be negatively impacted, particularly if the U.S. economy remains unstable for a significant amount of time or if patient volumes decline at our facilities.



:HFRXOGH[SHULHQFHVXSSO\FKDLQGLVUXSWLRQVDQGVLJQLILFDQWSULFHLQFUHDVHVLQHTXLSPHQWSKDUPDFHXWLFDOVDQGPHGLFDO VXSSOLHVZKLFKFRXOGFDXVHGHOD\VLQRXUDELOLW\WRGHYHORSDGHQRYRRUMRLQWYHQWXUHIDFLOLW\RUPRGLI\DQH[LVWLQJIDFLOLW\ 3DQGHPLFUHODWHGVWDIILQJGLIILFXOWLHVDQGHTXLSPHQWSKDUPDFHXWLFDODQGPHGLFDOVXSSOLHVVKRUWDJHVPD\LPSDFWRXUDELOLW\WRWUHDW SDWLHQWVDWRXUIDFLOLWLHV6XFKVKRUWDJHVFRXOGOHDGWRXVSD\LQJKLJKHUSULFHVIRUVXSSOLHVHTXLSPHQWDQGODERUDQGDQLQFUHDVHLQ RYHUWLPHKRXUVSDLGWRRXUHPSOR\HHV

7KHVWHSVZHKDYHWDNHQWRPLWLJDWHWKHILQDQFLDOLPSDFWRI&29,'PD\QRWEHVXFFHVVIXODQGZHFRXOGH[SHULHQFHPDWHULDO GHFUHDVHVLQ$GMXVWHG(%,7'$LQRUORQJHU,QDGGLWLRQZHPD\QHHGWRWDNHIXUWKHUVWHSVWRPLWLJDWHWKHILQDQFLDOLPSDFWRI &29,'ZKLFKDFWLRQVFRXOGDGYHUVHO\DIIHFWRXUILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQV

%URDGHFRQRPLFIDFWRUVUHVXOWLQJIURP&29,'LQFOXGLQJUHGXFHGFRQVXPHUVSHQGLQJFRXOGDOVRQHJDWLYHO\DIIHFWRXU

SD\RUPL[LQFUHDVHWKHUHODWLYHSURSRUWLRQRIORZHUPDUJLQVHUYLFHVZHSURYLGHDQGUHGXFHSDWLHQWYROXPHVDVZHOODVGLPLQLVKRXU

DELOLW\WRFROOHFWRXWVWDQGLQJUHFHLYDEOHV%XVLQHVVFORVLQJVDQGOD\RIIVLQWKHDUHDVLQZKLFKZHRSHUDWHPD\OHDGWRLQFUHDVHVLQWKH

XQLQVXUHGDQGXQGHULQVXUHGSRSXODWLRQVDQGDGYHUVHO\DIIHFWGHPDQGIRURXUVHUYLFHVDVZHOODVWKHDELOLW\RISDWLHQWVDQGRWKHU





SD\RUVWRSD\IRUVHUYLFHVDVUHQGHUHG$Q\LQFUHDVHLQWKHDPRXQWRUGHWHULRUDWLRQLQWKHFROOHFWDELOLW\RISDWLHQWDFFRXQWVUHFHLYDEOH ZLOODGYHUVHO\DIIHFWRXUFDVKIORZVDQGUHVXOWVRIRSHUDWLRQVUHTXLULQJDQLQFUHDVHGOHYHORIZRUNLQJFDSLWDO,IJHQHUDOHFRQRPLF FRQGLWLRQVFRQWLQXHWRGHWHULRUDWHRUUHPDLQXQFHUWDLQIRUDQH[WHQGHGSHULRGRIWLPHRXUOLTXLGLW\DQGDELOLW\WRUHSD\RXURXWVWDQGLQJ GHEWPD\EHDGYHUVHO\DIIHFWHG

,QDGGLWLRQRXUUHVXOWVDQGILQDQFLDOFRQGLWLRQPD\EHIXUWKHUDGYHUVHO\DIIHFWHGE\IXWXUHIHGHUDORUVWDWHODZVUHJXODWLRQV

RUGHUVRURWKHUJRYHUQPHQWDORUUHJXODWRU\DFWLRQVDGGUHVVLQJWKHFXUUHQW&29,'SDQGHPLFRUWKH86KHDOWKFDUHV\VWHPZKLFK

LIDGRSWHGFRXOGUHVXOWLQGLUHFWRULQGLUHFWUHVWULFWLRQVWRRXUEXVLQHVV:HPD\DOVREHVXEMHFWWRQHJDWLYHSUHVVDQGRUODZVXLWVIURP

SDWLHQWVHPSOR\HHVDQGRWKHUVH[SRVHGWR&29,'DWRXUIDFLOLWLHV6XFKDFWLRQVPD\LQYROYHODUJHGHPDQGVDVZHOODVVXEVWDQWLDO

FRVWVWRUHVROYH2XUSURIHVVLRQDODQGJHQHUDOOLDELOLW\LQVXUDQFHPD\QRWFRYHUDOOFODLPVDJDLQVWXV

7KHIRUHJRLQJDQGRWKHUFRQWLQXHGGLVUXSWLRQVWRRXUEXVLQHVVDVDUHVXOWRIWKH&29,'SDQGHPLFKDYHLPSDFWHGRXU EXVLQHVVDQGPD\KDYHDPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVVUHVXOWVRIRSHUDWLRQVILQDQFLDOFRQGLWLRQFDVKIORZVDQGRXUDELOLW\ WRVHUYLFHRXULQGHEWHGQHVV$GGLWLRQDOO\WKH&29,'SDQGHPLFLQFOXGLQJJRYHUQPHQWDOUHVSRQVHVEURDGHFRQRPLFLPSDFWVDQG PDUNHWGLVUXSWLRQVKDVKHLJKWHQHGWKHPDWHULDOLW\RIFHUWDLQRWKHUULVNIDFWRUVGHVFULEHGKHUHLQ

An increase in uninsured or underinsured patients or the deterioration in the collectability of patient accounts receivables could harm our results of operation.

&ROOHFWLRQRIUHFHLYDEOHVIURPWKLUGSDUW\SD\RUVDQGSDWLHQWVLVFULWLFDOWRRXURSHUDWLQJSHUIRUPDQFH2XUSULPDU\FROOHFWLRQ

ULVNVUHODWHWRXQLQVXUHGSDWLHQWVDQGWKHSRUWLRQRIWKHELOOWKDWLVWKHSDWLHQW¶VUHVSRQVLELOLW\ZKLFKSULPDULO\LQFOXGHVFRSD\PHQWV

DQGGHGXFWLEOHV:HGHWHUPLQHWKHWUDQVDFWLRQSULFHEDVHGRQHVWDEOLVKHGELOOLQJUDWHVUHGXFHGE\FRQWUDFWXDODGMXVWPHQWVSURYLGHGWR

WKLUGSDUW\SD\RUVGLVFRXQWVSURYLGHGWRXQLQVXUHGSDWLHQWVDQGLPSOLFLWSULFHFRQFHVVLRQV&RQWUDFWXDODGMXVWPHQWVDQGGLVFRXQWVDUH

EDVHGRQFRQWUDFWXDODJUHHPHQWVGLVFRXQWSROLFLHVDQGKLVWRULFDOH[SHULHQFH,PSOLFLWSULFHFRQFHVVLRQVDUHEDVHGRQKLVWRULFDO FROOHFWLRQH[SHULHQFH$W'HFHPEHURXUHVWLPDWHGLPSOLFLWSULFHFRQFHVVLRQVUHSUHVHQWHGDSSUR[LPDWHO\RIRXU DFFRXQWVUHFHLYDEOHEDODQFHDVRIVXFKGDWH
6LJQLILFDQWFKDQJHVLQEXVLQHVVRIILFHRSHUDWLRQVSD\RUPL[HFRQRPLFFRQGLWLRQVRUWUHQGVLQIHGHUDODQGVWDWHJRYHUQPHQWDO

KHDOWKFRYHUDJHFRXOGDIIHFWRXUFROOHFWLRQRIDFFRXQWVUHFHLYDEOHFDVKIORZDQGUHVXOWVRIRSHUDWLRQV,IZHH[SHULHQFHXQH[SHFWHG

LQFUHDVHVLQWKHJURZWKRIXQLQVXUHGDQGXQGHULQVXUHGSDWLHQWVRULQEDGGHEWH[SHQVHVRXUUHVXOWVRIRSHUDWLRQVZLOOEHKDUPHG

Failure to maintain effective internal control over financial reporting in accordance with Section 404 of the Sarbanes-Oxley Act of 2002 (the “Sarbanes-Oxley Act”) could have a material adverse effect on our business.

:HDUHUHTXLUHGWRPDLQWDLQLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJXQGHU6HFWLRQRIWKH6DUEDQHV2[OH\$FW,IZHDUH XQDEOHWRPDLQWDLQDGHTXDWHLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJZHPD\EHXQDEOHWRUHSRUWRXUILQDQFLDOLQIRUPDWLRQRQDWLPHO\ EDVLVPD\VXIIHUDGYHUVHUHJXODWRU\FRQVHTXHQFHVRUYLRODWLRQVRI1$6'$4OLVWLQJUXOHVDQGPD\EUHDFKWKHFRYHQDQWVXQGHURXU

ILQDQFLQJDUUDQJHPHQWV7KHUHFRXOGDOVREHDQHJDWLYHUHDFWLRQLQWKHILQDQFLDOPDUNHWVGXHWRDORVVRILQYHVWRUFRQILGHQFHLQXVDQG WKHUHOLDELOLW\RIRXUILQDQFLDOVWDWHPHQWV,IZHRURXULQGHSHQGHQWUHJLVWHUHGSXEOLFDFFRXQWLQJILUPLGHQWLI\DQ\PDWHULDOZHDNQHVVLQ RXULQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJLQWKHIXWXUHLQFOXGLQJDQ\PDWHULDOZHDNQHVVLQWKHFRQWUROVRIEXVLQHVVHVZHKDYH DFTXLUHGWKHLUFRUUHFWLRQFRXOGUHTXLUHDGGLWLRQDOUHPHGLDOPHDVXUHVZKLFKFRXOGEHFRVWO\WLPHFRQVXPLQJDQGFRXOGKDYHD PDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVV

We do not anticipate paying any cash dividends in the foreseeable future.

:HLQWHQGWRUHWDLQRXUIXWXUHHDUQLQJVLIDQ\IRUXVHLQRXUEXVLQHVVRUIRURWKHUFRUSRUDWHSXUSRVHVDQGGRQRWDQWLFLSDWHWKDW FDVKGLYLGHQGVZLWKUHVSHFWWRFRPPRQVWRFNZLOOEHSDLGLQWKHIRUHVHHDEOHIXWXUH$Q\GHFLVLRQDVWRWKHIXWXUHSD\PHQWRI

GLYLGHQGVZLOOGHSHQGRQRXUUHVXOWVRIRSHUDWLRQVILQDQFLDOSRVLWLRQDQGVXFKRWKHUIDFWRUVDVRXUERDUGRIGLUHFWRUVLQLWVGLVFUHWLRQ GHHPVUHOHYDQW,QDGGLWLRQWKHWHUPVRIRXUGHEWVXEVWDQWLDOO\OLPLWRXUDELOLW\WRSD\GLYLGHQGV$VDUHVXOWFDSLWDODSSUHFLDWLRQLI DQ\RIRXUFRPPRQVWRFNZLOOEHDVWRFNKROGHU¶VVROHVRXUFHRIJDLQIRUWKHIRUHVHHDEOHIXWXUH

2SHUDWLRQDO5LVNV

An incident involving one or more of our patients or the failure by one or more of our facilities to provide appropriate care could result in increased regulatory burdens, governmental investigations, litigation, negative publicity and adversely affect the trading price of our common stock.

%HFDXVHPDQ\RIWKHSDWLHQWVZHWUHDWVXIIHUIURPVHYHUHPHQWDOKHDOWKDQGFKHPLFDOGHSHQGHQF\GLVRUGHUVSDWLHQWLQFLGHQWV LQFOXGLQJGHDWKVVH[XDODEXVHDVVDXOWVDQGHORSHPHQWVKDYHRFFXUUHGLQWKHSDVWDQGFRXOGFRQWLQXHWRRFFXULQWKHIXWXUH$VD

UHVXOWRIDGYHUVHSDWLHQWLQFLGHQWVZHKDYHH[SHULHQFHGDGPLVVLRQVKROGVDGYHUVHUHJXODWRU\DFWLRQFLYLOOLWLJDWLRQQHJDWLYHSXEOLFLW\ DQGQHJDWLYHLPSDFWVRQUHIHUUDOV,IRQHRUPRUHRIRXUIDFLOLWLHVH[SHULHQFHVDQDGYHUVHSDWLHQWLQFLGHQWLQWKHIXWXUHRULVIRXQGWR KDYHIDLOHGWRSURYLGHDSSURSULDWHSDWLHQWFDUHDQDGPLVVLRQVKROGORVVRIDFFUHGLWDWLRQOLFHQVHUHYRFDWLRQRURWKHUDGYHUVHUHJXODWRU\






DFWLRQFRXOGEHWDNHQDJDLQVWXV$Q\VXFKSDWLHQWLQFLGHQWRUDGYHUVHUHJXODWRU\DFWLRQFRXOGUHVXOWLQJRYHUQPHQWDOLQYHVWLJDWLRQV MXGJPHQWVRUILQHVDQGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVVILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQV,QDGGLWLRQZH KDYHEHHQDQGFRXOGEHFRPHWKHVXEMHFWRIQHJDWLYHSXEOLFLW\RUXQIDYRUDEOHPHGLDDWWHQWLRQZKHWKHUZDUUDQWHGRUXQZDUUDQWHGWKDW FRXOGKDYHDVLJQLILFDQWDGYHUVHHIIHFWRQWKHWUDGLQJSULFHRIRXUFRPPRQVWRFNRUDGYHUVHO\LPSDFWRXUUHSXWDWLRQDQGKRZRXU UHIHUUDOVRXUFHVDQGSD\RUVYLHZXV

Joint ventures may use significant resources, may be unsuccessful and could expose us to unforeseen liabilities.

$VSDUWRIRXUJURZWKVWUDWHJ\ZHKDYHFRPSOHWHGDQGKDYHDQQRXQFHGSODQVWRFRPSOHWHDQXPEHURIMRLQWYHQWXUHVDQG VWUDWHJLFDOOLDQFHV7KHVHMRLQWYHQWXUHVPD\LQYROYHVLJQLILFDQWFDVKH[SHQGLWXUHVGHEWLQFXUUHQFHDGGLWLRQDORSHUDWLQJORVVHVDQG H[SHQVHVDQGFRPSOLDQFHULVNVWKDWFRXOGQHJDWLYHO\LPSDFWRXUEXVLQHVVILQDQFLDOFRQGLWLRQRUUHVXOWVRIRSHUDWLRQV)XUWKHUWKHUHLV RIWHQDVLJQLILFDQWGHOD\EHWZHHQRXUIRUPDWLRQRIDMRLQWYHQWXUHDQGWKHWLPHWKDWDGHQRYRIDFLOLW\FDQEHFRQVWUXFWHGDQGKDYHD SRVLWLYHILQDQFLDOLPSDFWRQRXUUHVXOWVRIRSHUDWLRQV



Our ability to grow our business through organic expansion either by developing de novo or joint venture facilities or by modifying existing facilities is dependent upon many factors.

2XUDELOLW\WRJURZRXUEXVLQHVVWKURXJKRUJDQLFH[SDQVLRQLVGHSHQGHQWRQFDSDFLW\DQGRFFXSDQF\DWRXUIDFLOLWLHV6KRXOG RXUIDFLOLWLHVUHDFKPD[LPXPRFFXSDQF\ZHPD\QHHGWRLPSOHPHQWRWKHUJURZWKVWUDWHJLHVHLWKHUE\GHYHORSLQJGHQRYRRUMRLQW YHQWXUHIDFLOLWLHVRUE\PRGLI\LQJH[LVWLQJIDFLOLWLHV


'HOD\VFDXVHGE\GLIILFXOWLHVLQUHVSHFWRIDQ\RIWKHDERYHIDFWRUVPD\OHDGWRFRVWRYHUUXQVDQGORQJHUSHULRGVEHIRUHDUHWXUQ

LVJHQHUDWHGRQDQLQYHVWPHQWLIDWDOO:HPD\LQFXUVLJQLILFDQWFDSLWDOH[SHQGLWXUHEXWGXHWRDUHJXODWRU\SODQQLQJRURWKHUUHDVRQ

PD\ILQGWKDWZHDUHSUHYHQWHGIURPRSHQLQJDGHQRYRRUMRLQWYHQWXUHIDFLOLW\RUPRGLI\LQJDQH[LVWLQJIDFLOLW\0RUHRYHUHYHQ



Our business growth and acquisition strategies expose us to a variety of operational and financial risks.

$SULQFLSDOHOHPHQWRIRXUEXVLQHVVVWUDWHJ\LVWRJURZE\DFTXLULQJRWKHUFRPSDQLHVDQGDVVHWVLQWKHEHKDYLRUDOKHDOWKFDUH LQGXVWU\*URZWKWKURXJKDFTXLVLWLRQVH[SRVHVXVWRDYDULHW\RIRSHUDWLRQDODQGILQDQFLDOULVNV:HVXPPDUL]HWKHPRVWVLJQLILFDQWRI WKHVHULVNVEHORZ











Integration risks

:HPXVWLQWHJUDWHRXUDFTXLVLWLRQVZLWKRXUH[LVWLQJRSHUDWLRQV7KLVSURFHVVLQFOXGHVWKHLQWHJUDWLRQRIWKHYDULRXVFRPSRQHQWV

RIRXUEXVLQHVVDQGRIWKHEXVLQHVVHVZHKDYHDFTXLUHGRUPD\DFTXLUHLQWKHIXWXUHLQFOXGLQJWKHIROORZLQJ x DGGLWLRQDOSV\FKLDWULVWVRWKHUSK\VLFLDQVDQGHPSOR\HHVZKRDUHQRWIDPLOLDUZLWKRXURSHUDWLRQV x SDWLHQWVZKRPD\HOHFWWRVZLWFKWRDQRWKHUEHKDYLRUDOKHDOWKFDUHSURYLGHU

x	UHJXODWRU\FRPSOLDQFHSURJUDPVDQG

x	GLVSDUDWHRSHUDWLQJLQIRUPDWLRQDQGUHFRUGNHHSLQJV\VWHPVDQGWHFKQRORJ\SODWIRUPV

,QWHJUDWLQJDQHZO\DFTXLUHGIDFLOLW\FRXOGEHH[SHQVLYHDQGWLPHFRQVXPLQJDQGFRXOGGLVUXSWRXURQJRLQJEXVLQHVVQHJDWLYHO\

DIIHFWFDVKIORZDQGGLVWUDFWPDQDJHPHQWDQGRWKHUNH\SHUVRQQHOIURPGD\WRGD\RSHUDWLRQV




E\RXUVHQLRUPDQDJHPHQW¶VIRFXVRQLQWHJUDWLQJWKHVHEXVLQHVVHVDQGSHUIRUPDQFHRIWKHFRPELQHGDVVHWVQRWPHHWLQJRXU H[SHFWDWLRQVRUSODQV$IDLOXUHWRSURSHUO\LQWHJUDWHWKHVHEXVLQHVVHVFRXOGKDYHDFRUUHVSRQGLQJPDWHULDODGYHUVHHIIHFWRQRXU EXVLQHVVUHVXOWVRIRSHUDWLRQVILQDQFLDOFRQGLWLRQRUSURVSHFWV

Benefits may not materialize



Assumptions of unknown liabilities

)DFLOLWLHVWKDWZHDFTXLUHPD\KDYHXQNQRZQRUFRQWLQJHQWOLDELOLWLHVLQFOXGLQJEXWQRWOLPLWHGWROLDELOLWLHVIRUXQFHUWDLQWD[

¶REOLJDWLRQVRUZHPD\LQFXUPDWHULDOOLDELOLWLHVIRUWKHSDVWDFWLYLWLHVRIDFTXLUHGIDFLOLWLHV6XFK

OLDELOLWLHVDQGUHODWHGOHJDORURWKHUFRVWVDQGRUUHVXOWLQJGDPDJHWRDIDFLOLW\¶VUHSXWDWLRQFRXOGQHJDWLYHO\LPSDFWRXUEXVLQHVV

ILQDQFLDOFRQGLWLRQRUUHVXOWVRIRSHUDWLRQV

Competing for acquisitions

:HIDFHFRPSHWLWLRQIRUDFTXLVLWLRQFDQGLGDWHVSULPDULO\IURPRWKHUIRUSURILWKHDOWKFDUHFRPSDQLHVDVZHOODVIURPQRWIRU SURILWHQWLWLHV6RPHRIRXUFRPSHWLWRUVPD\KDYHJUHDWHUUHVRXUFHVWKDQZHGR$VDUHVXOWZHPD\SD\PRUHWRDFTXLUHDWDUJHW

EXVLQHVVRUPD\DJUHHWROHVVIDYRUDEOHGHDOWHUPVWKDQZHZRXOGKDYHRWKHUZLVH2XUSULQFLSDOFRPSHWLWRUVIRUDFTXLVLWLRQVKDYH LQFOXGHG8+6DQGSULYDWHHTXLW\ILUPV$OVRVXLWDEOHDFTXLVLWLRQVPD\QRWEHDFFRPSOLVKHGGXHWRXQIDYRUDEOHWHUPV)XUWKHUWKH





FRVWRIDQDFTXLVLWLRQFRXOGUHVXOWLQDGLOXWLYHHIIHFWRQRXUUHVXOWVRIRSHUDWLRQVGHSHQGLQJRQYDULRXVIDFWRUVLQFOXGLQJWKHDPRXQW

SDLGIRUDQDFTXLUHGIDFLOLW\WKHDFTXLUHGIDFLOLW\¶VUHVXOWVRIRSHUDWLRQVWKHIDLUYDOXHRIDVVHWVDFTXLUHGDQGOLDELOLWLHVDVVXPHG

HIIHFWVRIVXEVHTXHQWOHJLVODWLRQDQGOLPLWVRQUDWHLQFUHDVHV,QDGGLWLRQZHPD\KDYHWRSD\FDVKLQFXUGHEWRULVVXHHTXLW\

VHFXULWLHVWRSD\IRUDQ\VXFKDFTXLVLWLRQZKLFKFRXOGDGYHUVHO\DIIHFWRXUILQDQFLDOUHVXOWVUHVXOWLQGLOXWLRQWRRXUVWRFNKROGHUV

UHVXOWLQLQFUHDVHGIL[HGREOLJDWLRQVRULPSHGHRXUDELOLW\WRPDQDJHRXURSHUDWLRQV7KHUHFDQEHQRDVVXUDQFHVWKDWZHZLOOEHDEOHWR

DFTXLUHIDFLOLWLHVDWKLVWRULFDORUH[SHFWHGUDWHVRURQIDYRUDEOHWHUPV

Antitrust and other legal challenges

:HPD\IDFHDQWLWUXVWDQGRWKHUOHJDOFKDOOHQJHVZKHQDFTXLULQJIDFLOLWLHVRURWKHUEXVLQHVVHVZKLFKFRXOGQHJDWLYHO\LPSDFW RXUDELOLW\WRFORVHDFTXLVLWLRQWUDQVDFWLRQV$QWLWUXVWHQIRUFHPHQWLQWKHKHDOWKFDUHLQGXVWU\LVFXUUHQWO\DSULRULW\RIWKH)HGHUDO7UDGH &RPPLVVLRQWKH'HSDUWPHQWRI-XVWLFHDQGPDQ\VWDWHDJHQFLHVLQFOXGLQJZLWKUHVSHFWWRKRVSLWDODFTXLVLWLRQV$GGLWLRQDOO\PDQ\ VWDWHVUHTXLUH&21VLQRUGHUWRDFTXLUHDKRVSLWDORURWKHUKHDOWKFDUHIDFLOLW\7KHDFTXLVLWLRQRIKRVSLWDOVDQGRWKHUKHDOWKFDUH

IDFLOLWLHVDOVRRIWHQUHTXLUHVOLFHQVXUHDSSURYDOVRUUHYLHZVDQGFRPSOH[FKDQJHRIRZQHUVKLSSURFHVVHVIRU0HGLFDUHDQGRWKHU SD\HUV7KHLQFUHDVLQJO\FKDOOHQJLQJDQWLWUXVWHQIRUFHPHQWHQYLURQPHQWDQGRWKHUUHJXODWRU\UHYLHZRUDSSURYDOSURFHVVHVFRXOG VLJQLILFDQWO\GHOD\RUHYHQSUHYHQWRXUDELOLW\WRDFTXLUHIDFLOLWLHVDQGRWKHUEXVLQHVVHVDQGLQFUHDVHRXUDFTXLVLWLRQFRVWVZKLFKFRXOG DGYHUVHO\DIIHFWRXURYHUDOOJURZWKVWUDWHJ\

Managing growth

6RPHRIWKHIDFLOLWLHVZHKDYHDFTXLUHGRUPD\DFTXLUHLQWKHIXWXUHPD\KDYHKDGVLJQLILFDQWO\ORZHURSHUDWLQJPDUJLQVSULRUWR WKHWLPHRIRXUDFTXLVLWLRQRUPD\KDYHKDGRSHUDWLQJORVVHVSULRUWRVXFKDFTXLVLWLRQ,IZHIDLOWRLPSURYHWKHRSHUDWLQJPDUJLQVRI WKHIDFLOLWLHVZHDFTXLUHRSHUDWHVXFKIDFLOLWLHVSURILWDEO\RUHIIHFWLYHO\LQWHJUDWHWKHRSHUDWLRQVRIWKHDFTXLUHGIDFLOLWLHVRXUUHVXOWVRI RSHUDWLRQVFRXOGEHQHJDWLYHO\LPSDFWHG

We incur significant transaction-related costs in connection with acquisitions and other strategic transactions.

:HLQFXUVXEVWDQWLDOFRVWVLQFRQQHFWLRQZLWKDFTXLVLWLRQVDQGRWKHUVWUDWHJLFWUDQVDFWLRQVLQFOXGLQJWUDQVDFWLRQUHODWHG

H[SHQVHV,QDGGLWLRQZHPD\LQFXUDGGLWLRQDOFRVWVWRPDLQWDLQHPSOR\HHPRUDOHUHWDLQNH\HPSOR\HHVDQGWRIRUPXODWHDQGH[HFXWH LQWHJUDWLRQSODQV$OWKRXJKZHH[SHFWWKDWWKHHOLPLQDWLRQRIGXSOLFDWLYHFRVWVDVZHOODVWKHUHDOL]DWLRQRIRWKHUHIILFLHQFLHVUHODWHGWR WKHLQWHJUDWLRQRIDFTXLUHGEXVLQHVVHVVKRXOGDOORZXVWRPRUHWKDQRIIVHWLQFUHPHQWDOWUDQVDFWLRQDQGDFTXLVLWLRQUHODWHGFRVWVRYHU WLPHWKLVQHWEHQHILWPD\QRWEHDFKLHYHGLQWKHQHDUWHUPRUDWDOO

We care for a large number of vulnerable individuals with complex needs and any care quality deficiencies could adversely impact our brand, reputation and ability to market our services effectively.

2XUIXWXUHJURZWKZLOOSDUWO\GHSHQGRQRXUDELOLW\WRPDLQWDLQRXUUHSXWDWLRQIRUSURYLGLQJTXDOLW\SDWLHQWFDUHDQGWKURXJK

QHZSURJUDPVDQGPDUNHWLQJDFWLYLWLHVLQFUHDVHGGHPDQGIRURXUVHUYLFHV)DFWRUVVXFKDVLQFUHDVHGDFXLW\RIRXUSDWLHQWVKHDOWKDQG

VDIHW\LQFLGHQWVDWRXUIDFLOLWLHVUHJXODWRU\HQIRUFHPHQWDFWLRQVQHJDWLYHSUHVVFLYLOOLDELOLW\RUJHQHUDOFXVWRPHUGLVVDWLVIDFWLRQFRXOG

OHDGWRGHWHULRUDWLRQLQWKHOHYHORIRXUTXDOLW\UDWLQJVRUWKHSXEOLFSHUFHSWLRQRIWKHTXDOLW\RIRXUVHUYLFHVLQFOXGLQJDVDUHVXOWRI QHJDWLYHSXEOLFLW\DERXWRXULQGXVWU\JHQHUDOO\ZKLFKLQWXUQFRXOGOHDGWRDORVVRISDWLHQWSODFHPHQWVUHIHUUDOVDQGVHOISD\SDWLHQWV RUVHUYLFHXVHUV$Q\LPSDLUPHQWRIRXUUHSXWDWLRQORVVRIJRRGZLOORUGDPDJHWRWKHYDOXHRIRXUEUDQGQDPHFRXOGKDYHDPDWHULDO DGYHUVHHIIHFWRQRXUEXVLQHVVUHVXOWVRIRSHUDWLRQVDQGILQDQFLDOFRQGLWLRQ

0DQ\RIRXUVHUYLFHXVHUVKDYHFRPSOH[PHGLFDOFRQGLWLRQVRUVSHFLDOQHHGVDUHYXOQHUDEOHDQGRIWHQUHTXLUHDVXEVWDQWLDOOHYHO RIFDUHDQGVXSHUYLVLRQ2XUVHUYLFHXVHUVKDYHLQWKHSDVWEHHQKDUPHGE\RQHRUPRUHRIRXUHPSOR\HHVDQGFRXOGLQWKHIXWXUHEH KDUPHGE\RXUHPSOR\HHVHLWKHULQWHQWLRQDOO\WKURXJKQHJOLJHQFHRUE\DFFLGHQW)XUWKHULQGLYLGXDOVFDUHGIRUE\XVKDYHLQWKHSDVW HQJDJHGDQGPD\LQWKHIXWXUHHQJDJHLQEHKDYLRUWKDWUHVXOWVLQKDUPWRWKHPVHOYHVRXUHPSOR\HHVRUWRRQHRUPRUHRWKHU

LQGLYLGXDOVLQFOXGLQJPHPEHUVRIWKHSXEOLF$VHULRXVLQFLGHQWLQYROYLQJKDUPWRRQHRUPRUHVHUYLFHXVHUVRURWKHULQGLYLGXDOV FRXOGUHVXOWLQQHJDWLYHSXEOLFLW\6XFKQHJDWLYHSXEOLFLW\FRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUEUDQGUHSXWDWLRQDQG$'&

ZKLFKZRXOGKDYHDFRUUHVSRQGLQJQHJDWLYHLPSDFWRQRXUEXVLQHVVUHVXOWVRIRSHUDWLRQVDQGILQDQFLDOFRQGLWLRQ)XUWKHUPRUHWKH GDPDJHWRRXUUHSXWDWLRQRUWRWKHUHSXWDWLRQRIWKHUHOHYDQWIDFLOLW\IURPDQ\VXFKLQFLGHQWFRXOGEHH[DFHUEDWHGE\DQ\IDLOXUHRQRXU SDUWWRUHVSRQGHIIHFWLYHO\WRVXFKLQFLGHQW

The cost of construction materials and labor has significantly increased, and we continue to grow our business through expansion of existing facilities and development of de novo and joint venture facilities.

$OWKRXJKZHHYDOXDWHWKHILQDQFLDOIHDVLELOLW\RIFRQVWUXFWLRQSURMHFWVE\GHWHUPLQLQJZKHWKHUWKHSURMHFWHGFDVKIORZUHWXUQRQ LQYHVWPHQWH[FHHGVRXUFRVWRIFDSLWDODQGKDYHLPSOHPHQWHGHIIRUWVWRUHDOL]HHIILFLHQFLHVLQRXUGHVLJQDQGFRQVWUXFWLRQSURFHVVHV









VXFKUHWXUQVPD\QRWEHDFKLHYHGLIWKHFRVWRIFRQVWUXFWLRQFRQWLQXHVWRULVHVLJQLILFDQWO\RUWKHH[SHFWHGSDWLHQWYROXPHVDUHQRW

DWWDLQHG

Our business could be disrupted if our information systems fail or if our databases are destroyed or damaged.

2XULQIRUPDWLRQWHFKQRORJ\³,7´SODWIRUPVVXSSRUWDPRQJRWKHUWKLQJVPDQDJHPHQWFRQWURORISDWLHQWDGPLQLVWUDWLRQ

ELOOLQJDQGILQDQFLDOLQIRUPDWLRQDQGUHSRUWLQJSURFHVVHV)RUH[DPSOHSDWLHQWVLQVRPHRIRXUIDFLOLWLHVKDYHDQHOHFWURQLFSDWLHQW UHFRUGWKDWDOORZVRXUFDUHJLYHUVDQGQXUVHVWRVHHLQIRUPDWLRQDERXWDSDWLHQW¶VFDUHDQGWUHDWPHQW2XU,7V\VWHPVDUHVXEMHFWWR GDPDJHRULQWHUUXSWLRQIURPSRZHURXWDJHVIDFLOLW\GDPDJHFRPSXWHUDQGWHOHFRPPXQLFDWLRQVIDLOXUHVFRPSXWHUYLUXVHVVHFXULW\ EUHDFKHVLQFOXGLQJFUHGLWFDUGRUSHUVRQDOO\LGHQWLILDEOHLQIRUPDWLRQEUHDFKHVYDQGDOLVPWKHIWQDWXUDOGLVDVWHUVFDWDVWURSKLFHYHQWV

KXPDQHUURUDQGSRWHQWLDOF\EHUWKUHDWVLQFOXGLQJPDOLFLRXVFRGHVZRUPVSKLVKLQJDWWDFNVGHQLDORIVHUYLFHDWWDFNVUDQVRPZDUH DQGRWKHUVRSKLVWLFDWHGF\EHUDWWDFNVDQGRXUGLVDVWHUUHFRYHU\SODQQLQJFDQQRWDFFRXQWIRUDOOHYHQWXDOLWLHV$Q\IDLOXUHLQRUEUHDFK RIRXU,7V\VWHPVFRXOGDGYHUVHO\LPSDFWRXUEXVLQHVVUHVXOWVRIRSHUDWLRQVDQGILQDQFLDOFRQGLWLRQ

If we do not continually enhance our facilities with the most recent technological advances, our ability to maintain and expand our markets will be adversely affected.



A cybersecurity incident could have a material adverse impact on the Company, including substantial sanctions, fines, and damages and civil and criminal penalties under federal and state privacy laws, in addition to reputational harm and increased costs.

:HKDYHH[SHULHQFHGDGYHUVH,7HYHQWVLQWKHSDVWLQFOXGLQJDFULPLQDOUDQVRPZDUHDWWDFNRQRXUFRPSXWHUQHWZRUNZKLFK UHVXOWHGLQDWHPSRUDU\V\VWHPVRXWDJHDVZHOODVDWWHPSWVRIFRPSXWHUKDFNLQJYDQGDOLVPDQGWKHIWPDOZDUHFRPSXWHUYLUXVHV PDOLFLRXVFRGHVZRUPVSKLVKLQJDQGRWKHUF\EHUDWWDFNV7RGDWHZHKDYHVHHQQRPDWHULDOLPSDFWRQRXUEXVLQHVVRURSHUDWLRQV IURPWKHVHDWWDFNVRUHYHQWV+RZHYHULWLVZLGHO\UHSRUWHGWKDWKHDOWKFDUHFRPSDQLHVDUHLQFUHDVLQJO\SULPHWDUJHWVIRUF\EHUDWWDFNV DQGZHH[SHFWRXUV\VWHPVWRFRQWLQXHWREHVXEMHFWWRDWWDFNRQDUHJXODUEDVLV

7KHSUROLIHUDWLRQRIHYHUHYROYLQJF\EHUWKUHDWVPHDQWKDWZHDQGRXUWKLUGSDUW\VHUYLFHSURYLGHUVDQGYHQGRUVPXVW

FRQWLQXDOO\HYDOXDWHDQGDGDSWRXUUHVSHFWLYHV\VWHPVDQGSURFHVVHVDQGRYHUDOOVHFXULW\HQYLURQPHQWDVZHOODVWKRVHRIDQ\

RSHUDWLRQVZHDFTXLUH$VF\EHUFULPLQDOVFRQWLQXHWREHFRPHPRUHVRSKLVWLFDWHGWKURXJKHYROXWLRQRIWKHLUWDFWLFVWHFKQLTXHVDQG SURFHGXUHVZHKDYHWDNHQDQGZLOOFRQWLQXHWRWDNHDGGLWLRQDOSUHYHQWLYHPHDVXUHVWRVWUHQJWKHQWKHF\EHUGHIHQVHVRIRXUQHWZRUNV DQGGDWD7KHUHLVQRJXDUDQWHHWKDWWKHVHPHDVXUHVZLOOEHDGHTXDWHWRVDIHJXDUGDJDLQVWDOOGDWDVHFXULW\EUHDFKHVV\VWHP FRPSURPLVHVRUPLVXVHVRIGDWD



$F\EHUDWWDFNWKDWE\SDVVHVRXU,7VHFXULW\V\VWHPVRURWKHUDGYHUVH,7HYHQWUHVXOWLQJLQDQ,7VHFXULW\EUHDFKORVVRI3+,RU RWKHUGDWDVXEMHFWWRSULYDF\ODZVORVVRISURSULHWDU\EXVLQHVVLQIRUPDWLRQRUDPDWHULDOGLVUXSWLRQRIRXU,7EXVLQHVVV\VWHPVFRXOG

KDYHDPDWHULDODGYHUVHLPSDFWRQRXUEXVLQHVVILQDQFLDOFRQGLWLRQRUUHVXOWVRIRSHUDWLRQV$Q\VXFFHVVIXOF\EHUVHFXULW\DWWDFNRU RWKHUXQDXWKRUL]HGDWWHPSWWRDFFHVVRXUV\VWHPVRUIDFLOLWLHVFRXOGUHVXOWLQQHJDWLYHSXEOLFLW\ZKLFKFRXOGGDPDJHRXUUHSXWDWLRQRU EUDQGZLWKRXUSDWLHQWVUHIHUUDOVRXUFHVSD\RUVRURWKHUWKLUGSDUWLHVDQGFRXOGVXEMHFWXVWRVXEVWDQWLDOVDQFWLRQVILQHVDQGGDPDJHV DQGFLYLODQGFULPLQDOSHQDOWLHVXQGHUIHGHUDODQGVWDWHSULYDF\ODZVLQDGGLWLRQWROLWLJDWLRQZLWKWKRVHDIIHFWHG

We may fail to deal with clinical waste in accordance with applicable regulations or otherwise be in breach of relevant medical, health and safety or environmental laws and regulations.

$VSDUWRIRXUQRUPDOEXVLQHVVDFWLYLWLHVZHSURGXFHDQGVWRUHFOLQLFDOZDVWHZKLFKPD\SURGXFHHIIHFWVKDUPIXOWRWKH HQYLURQPHQWRUKXPDQKHDOWK7KHVWRUDJHDQGWUDQVSRUWDWLRQRIVXFKZDVWHLVVWULFWO\UHJXODWHG2XUZDVWHGLVSRVDOVHUYLFHVDUH RXWVRXUFHGDQGVKRXOGWKHUHOHYDQWVHUYLFHSURYLGHUIDLOWRFRPSO\ZLWKUHOHYDQWUHJXODWLRQVZHFRXOGIDFHVDQFWLRQVRUILQHVZKLFK






FRXOGDGYHUVHO\DIIHFWRXUEUDQGUHSXWDWLRQEXVLQHVVRUILQDQFLDOFRQGLWLRQ+HDOWKDQGVDIHW\ULVNVDUHLQKHUHQWLQWKHVHUYLFHVWKDW

ZHSURYLGHDQGDUHFRQVWDQWO\SUHVHQWLQRXUIDFLOLWLHVSULPDULO\LQUHVSHFWRIIRRGDQGZDWHUTXDOLW\DVZHOODVILUHVDIHW\DQGWKHULVN

WKDWVHUYLFHXVHUVPD\FDXVHKDUPWRWKHPVHOYHVRWKHUVHUYLFHXVHUVRUHPSOR\HHV)URPWLPHWRWLPHZHKDYHH[SHULHQFHGOLNHRWKHU

SURYLGHUVRIVLPLODUVHUYLFHVXQGHVLUDEOHKHDOWKDQGVDIHW\LQFLGHQWV6RPHRIRXUDFWLYLWLHVDUHSDUWLFXODUO\H[SRVHGWRVLJQLILFDQW

PHGLFDOULVNVUHODWLQJWRWKHWUDQVPLVVLRQRILQIHFWLRQVRUWKHSUHVFULSWLRQDQGDGPLQLVWUDWLRQRIGUXJVIRUUHVLGHQWVDQGSDWLHQWV,IDQ\

RIWKHDERYHPHGLFDORUKHDOWKDQGVDIHW\ULVNVZHUHWRPDWHULDOL]HZHPD\EHKHOGOLDEOHILQHGDQGDQ\UHJLVWUDWLRQFHUWLILFDWHFRXOG

EHVXVSHQGHGRUZLWKGUDZQIRUIDLOXUHWRFRPSO\ZLWKDSSOLFDEOHUHJXODWLRQVZKLFKPD\KDYHDPDWHULDODGYHUVHLPSDFWRQRXU

EXVLQHVVUHVXOWVRIRSHUDWLRQVDQGILQDQFLDOFRQGLWLRQ

Although we have facilities in 38 states and Puerto Rico, we have substantial operations in Pennsylvania, California, Tennessee, Massachusetts and Arizona, which makes us especially sensitive to regulatory, economic, environmental and competitive conditions and changes in those states.

5HYHQXHIURP3HQQV\OYDQLD&DOLIRUQLD7HQQHVVHH0DVVDFKXVHWWVDQG$UL]RQDUHSUHVHQWHGDSSUR[LPDWHO\ DQGRIRXUWRWDOUHYHQXHIRUWKH\HDUHQGHG'HFHPEHUUHVSHFWLYHO\7KLVFRQFHQWUDWLRQPDNHVXVSDUWLFXODUO\VHQVLWLYHWR
OHJLVODWLYHUHJXODWRU\HFRQRPLFHQYLURQPHQWDODQGFRPSHWLWLRQFKDQJHVLQWKRVHVWDWHV$Q\PDWHULDOFKDQJHLQWKHFXUUHQWSD\PHQW SURJUDPVRUUHJXODWRU\HFRQRPLFHQYLURQPHQWDORUFRPSHWLWLYHFRQGLWLRQVLQWKHVHORFDWLRQVFRXOGKDYHDGLVSURSRUWLRQDWHHIIHFWRQ RXURYHUDOOEXVLQHVVUHVXOWV,IRXUIDFLOLWLHVLQWKHVHORFDWLRQVDUHDGYHUVHO\DIIHFWHGE\FKDQJHVLQUHJXODWRU\DQGHFRQRPLF FRQGLWLRQVRXUEXVLQHVVILQDQFLDOFRQGLWLRQRUUHVXOWVRIRSHUDWLRQVFRXOGEHDGYHUVHO\DIIHFWHG

Our business and operations are subject to risks related to natural disasters and climate change.

6RPHRIRXUIDFLOLWLHVDUHORFDWHGLQDUHDVSURQHWRKXUULFDQHVRUZLOGILUHV1DWXUDOGLVDVWHUVKDYHKLVWRULFDOO\KDGDGLVUXSWLYH HIIHFWRQWKHRSHUDWLRQVRIIDFLOLWLHVDQGWKHSDWLHQWSRSXODWLRQVLQVXFKDUHDV2XUEXVLQHVVDFWLYLWLHVFRXOGEHVLJQLILFDQWO\GLVUXSWHG E\ZLOGILUHVKXUULFDQHVRURWKHUQDWXUDOGLVDVWHUVDQGRXUSURSHUW\LQVXUDQFHPD\QRWEHDGHTXDWHWRFRYHUORVVHVIURPVXFKZLOGILUHV VWRUPVRURWKHUQDWXUDOGLVDVWHUV(YHQLIRXUIDFLOLWLHVDUHQRWGLUHFWO\GDPDJHGZHPD\H[SHULHQFHFRQVLGHUDEOHGLVUXSWLRQVLQRXU

RSHUDWLRQVGXHWRSURSHUW\GDPDJHRUHOHFWULFDORXWDJHVH[SHULHQFHGLQVWRUPDIIHFWHGDUHDVE\RXUSHUVRQQHOSD\RUVYHQGRUVDQG RWKHUV$GGLWLRQDOO\ORQJWHUPDGYHUVHZHDWKHUFRQGLWLRQVZKHWKHUFDXVHGE\JOREDOFOLPDWHFKDQJHRURWKHUZLVHFRXOGFDXVHDQ RXWPLJUDWLRQRISHRSOHIURPWKHFRPPXQLWLHVZKHUHRXUIDFLOLWLHVDUHORFDWHG,IDQ\RIWKHFLUFXPVWDQFHVGHVFULEHGDERYHRFFXURXU EXVLQHVVILQDQFLDOFRQGLWLRQRUUHVXOWVRIRSHUDWLRQVFRXOGEHDGYHUVHO\DIIHFWHG

A pandemic, epidemic or outbreak of an infectious disease in the markets in which we operate or that otherwise impacts our facilities could adversely impact our business.



SDWLHQWVE\GLVUXSWLQJRUGHOD\LQJSURGXFWLRQDQGGHOLYHU\RISKDUPDFHXWLFDOVDQGRWKHUPHGLFDOVXSSOLHVRUE\FDXVLQJVWDIILQJ VKRUWDJHVLQRXUIDFLOLWLHV$OWKRXJKZHKDYHGLVDVWHUSODQVLQSODFHDQGRSHUDWHSXUVXDQWWRLQIHFWLRXVGLVHDVHSURWRFROVWKHSRWHQWLDO LPSDFWRIDSDQGHPLFHSLGHPLFRURXWEUHDNRIDQLQIHFWLRXVGLVHDVHZLWKUHVSHFWWRRXUPDUNHWVRURXUIDFLOLWLHVLVGLIILFXOWWRSUHGLFW DQGFRXOGDGYHUVHO\LPSDFWRXUEXVLQHVVILQDQFLDOFRQGLWLRQRUUHVXOWVRIRSHUDWLRQV

If we fail to cultivate new or maintain established relationships with referral sources, our business, financial condition and results of operations could be adversely affected.



We operate in a highly competitive industry, and competition may lead to declines in patient volumes.







VWURQJHVWDEOLVKHGUHSXWDWLRQVZLWKLQWKHVXUURXQGLQJFRPPXQLWLHVZKLFKPD\DGYHUVHO\DIIHFWRXUDELOLW\WRDWWUDFWDVXIILFLHQWO\

ODUJHQXPEHURISDWLHQWVLQPDUNHWVZKHUHZHFRPSHWHZLWKVXFKSURYLGHUV:HDOVRIDFHFRPSHWLWLRQIURPRWKHUIRUSURILWHQWLWLHV

ZKRPD\SRVVHVVJUHDWHUILQDQFLDOPDUNHWLQJRUUHVHDUFKDQGGHYHORSPHQWUHVRXUFHVWKDQXVRUPD\LQYHVWPRUHIXQGVLQUHQRYDWLQJ

WKHLUIDFLOLWLHVRUGHYHORSLQJWHFKQRORJ\

,IRXUFRPSHWLWRUVDUHEHWWHUDEOHWRDWWUDFWSDWLHQWVUHFUXLWDQGUHWDLQSK\VLFLDQVDQGRWKHUKHDOWKFDUHSURIHVVLRQDOVH[SDQG VHUYLFHVRUREWDLQIDYRUDEOHPDQDJHGFDUHFRQWUDFWVDWWKHLUIDFLOLWLHVZHPD\H[SHULHQFHDGHFOLQHLQSDWLHQWYROXPHDQGRXUUHVXOWVRI RSHUDWLRQVPD\EHDGYHUVHO\DIIHFWHG

We may be unable to extend leases at expiration, which could harm our business, financial condition or results of operations.





Controls designed to reduce inpatient services may reduce our revenue.

&RQWUROVLPSRVHGE\0HGLFDUH0HGLFDLGDQGFRPPHUFLDOWKLUGSDUW\SD\RUVGHVLJQHGWRUHGXFHDGPLVVLRQVDQGOHQJWKVRIVWD\ FRPPRQO\UHIHUUHGWRDV³XWLOL]DWLRQUHYLHZ´KDYHDIIHFWHGDQGDUHH[SHFWHGWRFRQWLQXHWRDIIHFWRXUIDFLOLWLHV,QSDWLHQWXWLOL]DWLRQ DYHUDJHOHQJWKVRIVWD\DQGRFFXSDQF\UDWHVFRQWLQXHWREHQHJDWLYHO\DIIHFWHGE\SD\RUUHTXLUHGSUHDGPLVVLRQDXWKRUL]DWLRQDQG

XWLOL]DWLRQUHYLHZDQGE\SD\RUSUHVVXUHWRPD[LPL]HRXWSDWLHQWDQGDOWHUQDWLYHKHDOWKFDUHGHOLYHU\VHUYLFHVIRUOHVVDFXWHO\LOO SDWLHQWV(IIRUWVWRLPSRVHPRUHVWULQJHQWFRVWFRQWUROVDUHH[SHFWHGWRFRQWLQXH)RUH[DPSOHWKH3DWLHQW3URWHFWLRQDQG$IIRUGDEOH &DUH$FWDVDPHQGHGE\WKH+HDOWK&DUHDQG(GXFDWLRQ5HFRQFLOLDWLRQ$FWRIH[SDQGHGWKHSRWHQWLDOXVHRISUHSD\PHQWUHYLHZ E\0HGLFDUHFRQWUDFWRUVE\HOLPLQDWLQJFHUWDLQVWDWXWRU\UHVWULFWLRQVRQLWVXVH8WLOL]DWLRQUHYLHZLVDOVRDUHTXLUHPHQWRIPRVWQRQ

JRYHUQPHQWDOPDQDJHGFDUHRUJDQL]DWLRQVDQGRWKHUWKLUGSDUW\SD\RUV$OWKRXJKZHDUHXQDEOHWRSUHGLFWWKHHIIHFWWKHVHFRQWUROV DQGFKDQJHVZLOOKDYHRQRXURSHUDWLRQVVLJQLILFDQWOLPLWVRQWKHVFRSHRIVHUYLFHVUHLPEXUVHGDQGRQUHLPEXUVHPHQWUDWHVDQGIHHV FRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQV

+XPDQ&DSLWDO5LVNV

Our facilities face competition for staffing, labor shortages and higher turnover rates that may increase our labor costs and reduce our profitability.

2XURSHUDWLRQVGHSHQGRQWKHHIIRUWVDELOLWLHVDQGH[SHULHQFHRIRXUPDQDJHPHQWDQGPHGLFDOVXSSRUWSHUVRQQHOLQFOXGLQJRXU DGGLFWLRQFRXQVHORUVWKHUDSLVWVQXUVHVSKDUPDFLVWVOLFHQVHGFRXQVHORUVFOLQLFDOWHFKQLFLDQVDQGPHQWDOKHDOWKWHFKQLFLDQVDVZHOO DVRXUSV\FKLDWULVWVDQGRWKHUSURIHVVLRQDOV:HFRPSHWHZLWKRWKHUKHDOWKFDUHSURYLGHUVLQUHFUXLWLQJDQGUHWDLQLQJTXDOLILHG PDQDJHPHQWSURJUDPGLUHFWRUVSK\VLFLDQVLQFOXGLQJSV\FKLDWULVWVDQGVXSSRUWSHUVRQQHOUHVSRQVLEOHIRUWKHGDLO\RSHUDWLRQVRIRXU EXVLQHVVILQDQFLDOFRQGLWLRQRUUHVXOWVRIRSHUDWLRQV





:HFDQQRWSUHGLFWWKHGHJUHHWRZKLFKZHZLOOEHDIIHFWHGE\WKHIXWXUHDYDLODELOLW\RUFRVWRIDWWUDFWLQJDQGUHWDLQLQJWDOHQWHG PHGLFDOVXSSRUWVWDII,IRXUJHQHUDOODERUDQGUHODWHGH[SHQVHVLQFUHDVHZHPD\QRWEHDEOHWRUDLVHRXUUDWHVFRUUHVSRQGLQJO\ ,QFUHDVHGWXUQRYHUUDWHVZLWKLQRXUHPSOR\HHEDVHFDQOHDGWRGHFUHDVHGHIILFLHQF\DQGLQFUHDVHGFRVWVVXFKDVLQFUHDVHGRYHUWLPH DQGXVHRIFRQWUDFWODERUWRPHHWGHPDQGDQGLQFUHDVHGZDJHUDWHVWRDWWUDFWDQGUHWDLQHPSOR\HHV2XUIDLOXUHHLWKHUWRUHFUXLWDQG






UHWDLQTXDOLILHGPDQDJHPHQWSV\FKLDWULVWVWKHUDSLVWVFRXQVHORUVQXUVHVDQGRWKHUPHGLFDOVXSSRUWSHUVRQQHORUFRQWURORXUODERU

FRVWVFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUUHVXOWVRIRSHUDWLRQV

Our performance depends on our ability to recruit and retain quality psychiatrists and other physicians.

7KHVXFFHVVDQGFRPSHWLWLYHDGYDQWDJHRIRXUIDFLOLWLHVGHSHQGVLQSDUWRQWKHQXPEHUDQGTXDOLW\RIWKHSV\FKLDWULVWVDQGRWKHU SK\VLFLDQVRQWKHPHGLFDOVWDIIVRIRXUIDFLOLWLHVDQGRXUPDLQWHQDQFHRIJRRGUHODWLRQVZLWKWKRVHPHGLFDOSURIHVVLRQDOV$OWKRXJKZH HPSOR\SV\FKLDWULVWVDQGRWKHUSK\VLFLDQVDWPDQ\RIRXUIDFLOLWLHVSV\FKLDWULVWVDQGRWKHUSK\VLFLDQVJHQHUDOO\DUHQRWHPSOR\HHVRI



,WPD\EHFRPHGLIILFXOWIRUXVWRDWWUDFWDQGUHWDLQDQDGHTXDWHQXPEHURISV\FKLDWULVWVDQGRWKHUSK\VLFLDQVWRSUDFWLFHLQFHUWDLQ



Some of our employees are represented by labor unions and any work stoppage could adversely affect our business.

,QFUHDVHGODERUXQLRQDFWLYLW\FRXOGDGYHUVHO\DIIHFWRXUODERUFRVWV$W'HFHPEHUDODERUXQLRQUHSUHVHQWHG DSSUR[LPDWHO\RIRXUHPSOR\HHVDWRQHRIRXUIDFLOLWLHV:HFDQQRWDVVXUH\RXWKDWHPSOR\HHUHODWLRQVZLOOUHPDLQVWDEOH )XUWKHUPRUHWKHUHLVDSRVVLELOLW\WKDWZRUNVWRSSDJHVFRXOGRFFXUDVDUHVXOWRIXQLRQDFWLYLW\ZKLFKFRXOGLQFUHDVHRXUODERUFRVWV DQGDGYHUVHO\DIIHFWRXUEXVLQHVVILQDQFLDOFRQGLWLRQRUUHVXOWVRIRSHUDWLRQV7RWKHH[WHQWWKDWDJUHDWHUSRUWLRQRIRXUHPSOR\HHEDVH
XQLRQL]HVDQGWKHWHUPVRIDQ\FROOHFWLYHEDUJDLQLQJDJUHHPHQWVDUHVLJQLILFDQWO\GLIIHUHQWIURPRXUFXUUHQWFRPSHQVDWLRQ DUUDQJHPHQWVLWLVSRVVLEOHWKDWRXUODERUFRVWVFRXOGLQFUHDVHPDWHULDOO\DQGRXUEXVLQHVVILQDQFLDOFRQGLWLRQRUUHVXOWVRIRSHUDWLRQV FRXOGEHDGYHUVHO\DIIHFWHG

We depend on key management personnel, and the departure of one or more of our key executives or a significant portion of our local facility management personnel could harm our business.



/HJDO3URFHHGLQJVDQG5HJXODWRU\5LVNV

We are and in the future could become the subject of additional governmental investigations, regulatory actions and whistleblower lawsuits.



)XUWKHUXQGHUWKH)DOVH&ODLPV$FWSULYDWHSDUWLHVDUHSHUPLWWHGWREULQJTXLWDPRU³ZKLVWOHEORZHU´ODZVXLWVDJDLQVW FRPSDQLHVWKDWVXEPLWIDOVHFODLPVIRUSD\PHQWVWRRULPSURSHUO\UHWDLQRYHUSD\PHQWVIURPWKHJRYHUQPHQW%HFDXVHTXLWDP ODZVXLWVDUHILOHGXQGHUVHDOZHFRXOGEHQDPHGLQRQHRUPRUHVXFKODZVXLWVRIZKLFKZHDUHQRWDZDUH:HPD\DOVREHVXEMHFWWR VXEVWDQWLDOUHSXWDWLRQDOKDUPDVDUHVXOWRIWKHSXEOLFDQQRXQFHPHQWRIDQ\LQYHVWLJDWLRQLQWRVXFKFODLPV





We could be subject to monetary penalties and other sanctions, including exclusion from federal healthcare programs, if we fail to comply with the terms of our existing CIA or any similar agreements in the future.

'XULQJWKHVHFRQGTXDUWHURIZHUHDFKHGDVHWWOHPHQWZLWKWKH86$WWRUQH\¶

(YHQLIZHVXFFHVVIXOO\FRPSO\ZLWKDOOWHUPVRIWKHH[LVWLQJ&,$ZHPD\EHVXEMHFWWRVLPLODUDJUHHPHQWVLQWKHIXWXUHLIZH DUHIRXQGWRKDYHYLRODWHGODZVDJDLQVWKHDOWKFDUHIUDXGZDVWHDQGDEXVH$Q\IDLOXUHWRFRPSO\ZLWKDQ\VXFKDJUHHPHQWVFRXOG KDYHDPDWHULDOLPSDFWRQRXUILQDQFLDOSHUIRUPDQFHDQGRXUDELOLW\WRRSHUDWHRXUEXVLQHVV

We are and in the future may become involved in legal proceedings based on negligence or breach of a contractual or statutory duty from service users or their family members or from employees or former employees.



)RUH[DPSOHDVGHVFULEHGLQPRUHGHWDLOLQ1RWH±

7KHLQFXUUHQFHRIVXEVWDQWLDOOHJDOIHHVGDPDJHDZDUGVRURWKHUILQHVDVZHOODVWKHSRWHQWLDOLPSDFWRQRXUEUDQGRUUHSXWDWLRQ

DVDUHVXOWRIEHLQJLQYROYHGLQDQ\OHJDOSURFHHGLQJVFRXOGKDYHDPDWHULDOLPSDFWRQRXUEXVLQHVVUHVXOWVRIRSHUDWLRQVDQGILQDQFLDO

FRQGLWLRQ

We carry a large self-insured retention and may be responsible for significant amounts not covered by insurance. In addition, our insurance may be inadequate, premiums may increase and, if there is a significant deterioration in our claims experience, insurance may not be available on acceptable terms.

:HKDYHEHHQLQWKHSDVWDQGZLOOFRQWLQXHLQWKHIXWXUHWREHVXEMHFWWRPHGLFDOPDOSUDFWLFHODZVXLWVDQGRWKHUOHJDODFWLRQVLQ WKHRUGLQDU\FRXUVHRIEXVLQHVV6RPHRIWKHVHDFWLRQVVXFKDVWKH'HVHUW+LOOV/LWLJDWLRQPD\LQYROYHODUJHFODLPVDVZHOODV VLJQLILFDQWGHIHQVHFRVWV:HFDQQRWSUHGLFWWKHRXWFRPHRIWKHVHODZVXLWVRUWKHHIIHFWWKDWILQGLQJVLQVXFKODZVXLWVPD\KDYHRQXV :HPDLQWDLQOLDELOLW\LQVXUDQFHLQWHQGHGWRFRYHUVHUYLFHXVHUWKLUGSDUW\DQGHPSOR\HHSHUVRQDOLQMXU\FODLPV'XHWRWKHVWUXFWXUH
RIRXULQVXUDQFHSURJUDPXQGHUZKLFKZHFDUU\DODUJHVHOILQVXUHGUHWHQWLRQWKHUHPD\EHVXEVWDQWLDOFODLPVLQUHVSHFWRIZKLFKWKH OLDELOLW\IRUGDPDJHVDQGFRVWVIDOOVWRXVEHIRUHEHLQJPHWE\DQ\LQVXUDQFHXQGHUZULWHU$VZDVWKHFDVHZLWKWKH'HVHUW+LOOV /LWLJDWLRQWKHUHPD\DOVREHFODLPVLQH[FHVVRIRXULQVXUDQFHFRYHUDJHRUFODLPVZKLFKDUHQRWFRYHUHGE\RXULQVXUDQFHGXHWRRWKHU SROLF\OLPLWDWLRQVRUH[FOXVLRQVRUZKHUHZHKDYHIDLOHGWRFRPSO\ZLWKWKHWHUPVRIWKHSROLF\)XUWKHUPRUHWKHUHFDQEHQR

DVVXUDQFHWKDWZHZLOOEHDEOHWRREWDLQOLDELOLW\LQVXUDQFHFRYHUDJHLQWKHIXWXUHRQDFFHSWDEOHWHUPVRUZLWKRXWVXEVWDQWLDOSUHPLXP LQFUHDVHVRUDWDOOSDUWLFXODUO\LIWKHUHLVDGHWHULRUDWLRQLQRXUFODLPH[SHULHQFHKLVWRU\$VXFFHVVIXOFODLPDJDLQVWXVQRWFRYHUHGE\
RULQH[FHVVRIRXULQVXUDQFHFRYHUDJHFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVVUHVXOWVRIRSHUDWLRQVDQGILQDQFLDO FRQGLWLRQ

We handle sensitive personal data which are protected by numerous U.S. laws in the ordinary course of business and any failure to maintain the confidentiality of such data could result in legal liability and reputational harm.

:HFROOHFWSURFHVVDQGVWRUHVHQVLWLYHSHUVRQDOGDWDDVSDUWRIRXUEXVLQHVV,QWKHHYHQWRIDVHFXULW\EUHDFKVHQVLWLYHSHUVRQDO GDWDFRXOGEHFRPHSXEOLF:HDUHFXUUHQWO\QRWDZDUHRIDQ\PDWHULDOLQFLGHQFHVRISRWHQWLDOGDWDEUHDFKKRZHYHUWKHUHFDQEHQR





DVVXUDQFHWKDWVXFKEUHDFKHVZLOOQRWDULVHLQWKHIXWXUH$OWKRXJKZHKDYHLQSODFHSROLFLHVDQGSURFHGXUHVWRSUHYHQWVXFKEUHDFKHV EUHDFKHVFRXOGRFFXUHLWKHUDVDUHVXOWRIDEUHDFKE\RXUHPSOR\HHVRUDVDUHVXOWRIDEUHDFKE\DWKLUGSDUW\WRZKRPZHKDYH SURYLGHGVHQVLWLYHSHUVRQDOGDWD:HFRXOGIDFHOLDELOLW\XQGHUGDWDSURWHFWLRQODZV

/LDELOLW\XQGHUGDWDSURWHFWLRQODZVPD\UHVXOWLQVDQFWLRQVLQFOXGLQJVXEVWDQWLDOILQHVDQGRUFRPSHQVDWLRQWRWKRVHDIIHFWHG $GGLWLRQDOO\OLDELOLW\PD\FDXVHXVWRVXIIHUGDPDJHWRRXUEUDQGDQGUHSXWDWLRQZKLFKFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXU EXVLQHVVUHVXOWVRIRSHUDWLRQVDQGILQDQFLDOFRQGLWLRQ

If we fail to comply with extensive laws and government regulations, we could suffer penalties or be required to make significant changes to our operations.

&RPSDQLHVRSHUDWLQJLQWKHEHKDYLRUDOKHDOWKFDUHLQGXVWU\LQWKH86DUHUHTXLUHGWRFRPSO\ZLWKH[WHQVLYHDQGFRPSOH[ODZV DQGUHJXODWLRQVDWWKHIHGHUDOVWDWHDQGORFDOJRYHUQPHQWOHYHOVUHODWLQJWRDPRQJRWKHUWKLQJVELOOLQJSUDFWLFHVDQGSULFHVIRU VHUYLFHVUHODWLRQVKLSVZLWKSK\VLFLDQVDQGRWKHUUHIHUUDOVRXUFHVQHFHVVLW\DQGTXDOLW\RIPHGLFDOFDUHFRQGLWLRQDQGDGHTXDF\RI

IDFLOLWLHVTXDOLILFDWLRQVRIPHGLFDODQGVXSSRUWSHUVRQQHOFRQILGHQWLDOLW\SULYDF\DQGVHFXULW\LVVXHVDVVRFLDWHGZLWKKHDOWKUHODWHG LQIRUPDWLRQDQG3+,(07$/$FRPSOLDQFHKDQGOLQJRIFRQWUROOHGVXEVWDQFHVFHUWLILFDWLRQOLFHQVXUHDQGDFFUHGLWDWLRQRIRXU IDFLOLWLHVRSHUDWLQJSROLFLHVDQGSURFHGXUHVDFWLYLWLHVUHJDUGLQJFRPSHWLWRUVVWDWHDQGORFDOODQGXVHDQG]RQLQJUHTXLUHPHQWVDQG DGGLWLRQRUH[SDQVLRQRIIDFLOLWLHVDQGVHUYLFHV

$PRQJWKHODZVDSSOLFDEOHWRRXURSHUDWLRQVDUHWKHIHGHUDO$QWL.LFNEDFN6WDWXWHWKH6WDUN/DZWKHIHGHUDO)DOVH&ODLPV$FW (.5$DQGVLPLODUVWDWHODZV7KHVHODZVLPSDFWWKHUHODWLRQVKLSVWKDWZHPD\KDYHZLWKSK\VLFLDQVDQGRWKHUSRWHQWLDOUHIHUUDO VRXUFHV:HKDYHDYDULHW\RIILQDQFLDOUHODWLRQVKLSVZLWKSK\VLFLDQVDQGRWKHUSURIHVVLRQDOVZKRUHIHUSDWLHQWVWRRXUIDFLOLWLHV

LQFOXGLQJHPSOR\PHQWFRQWUDFWVOHDVHVDQGSURIHVVLRQDOVHUYLFHDJUHHPHQWV7KH2,*KDVLVVXHGFHUWDLQVDIHKDUERUUHJXODWLRQVWKDW RXWOLQHSUDFWLFHVWKDWDUHGHHPHGDFFHSWDEOHXQGHUWKH$QWL.LFNEDFN6WDWXWHDQGVLPLODUUHJXODWRU\H[FHSWLRQVKDYHEHHQ SURPXOJDWHGE\&06XQGHUWKH6WDUN/DZ:KLOHZHHQGHDYRUWRHQVXUHWKDWRXUDUUDQJHPHQWVZLWKUHIHUUDOVRXUFHVFRPSO\ZLWKDQ


(IIHFWLYH-DQXDU\WKH1R6XUSULVHV$FWHQDFWHGDVSDUWRIWKH&RQVROLGDWHG$SSURSULDWLRQV$FWWKH³&$$´FUHDWHV

SULFHWUDQVSDUHQF\UHTXLUHPHQWVLQFOXGLQJLUHTXLULQJSURYLGHUVWRVHQGWRSDWLHQWVRUWKHLUKHDOWKSODQDJRRGIDLWKHVWLPDWHRIWKH

H[SHFWHGFKDUJHVDQGGLDJQRVWLFFRGHVSULRUWRIXUQLVKLQJVFKHGXOHGLWHPVRUVHUYLFHVDQGLLSURKLELWLQJSURYLGHUVIURPFKDUJLQJ SDWLHQWVDQDPRXQWEH\RQGWKHLQQHWZRUNFRVWVKDULQJDPRXQWIRUVHUYLFHVUHQGHUHGE\RXWRIQHWZRUNSURYLGHUVVXEMHFWWROLPLWHG H[FHSWLRQV3ULFHWUDQVSDUHQF\LQLWLDWLYHVOLNHWKH1R6XUSULVHV$FWPD\LPSDFWRXUDELOLW\WRREWDLQRUPDLQWDLQIDYRUDEOHFRQWUDFW WHUPVDQGPD\LPSDFWRXUFRPSHWLWLYHSRVLWLRQDQGRXUUHODWLRQVKLSVZLWKSDWLHQWVDQGLQVXUHUV

7KHVHODZVDQGUHJXODWLRQVDUHH[WUHPHO\FRPSOH[DQGLQPDQ\FDVHVZHGRQRWKDYHWKHEHQHILWRIUHJXODWRU\RUMXGLFLDO

LQWHUSUHWDWLRQ,QWKHIXWXUHLWLVSRVVLEOHWKDWGLIIHUHQWLQWHUSUHWDWLRQVRIWKHVHODZVDQGUHJXODWLRQVFRXOGVXEMHFWRXUFXUUHQWRUSDVW



7KHFRQVWUXFWLRQDQGRSHUDWLRQRIKHDOWKFDUHIDFLOLWLHVLQWKH86DUHVXEMHFWWRH[WHQVLYHIHGHUDOVWDWHDQGORFDOUHJXODWLRQ UHODWLQJWRDPRQJRWKHUWKLQJVWKHDGHTXDF\RIPHGLFDOFDUHHTXLSPHQWSHUVRQQHORSHUDWLQJSROLFLHVDQGSURFHGXUHVILUH

SUHYHQWLRQUDWHVHWWLQJFRPSOLDQFHZLWKEXLOGLQJFRGHVDQGHQYLURQPHQWDOSURWHFWLRQ$GGLWLRQDOO\VXFKIDFLOLWLHVDUHVXEMHFWWR SHULRGLFLQVSHFWLRQE\JRYHUQPHQWDXWKRULWLHVWRDVVXUHWKHLUFRQWLQXHGFRPSOLDQFHZLWKWKHVHYDULRXVVWDQGDUGV,IZHIDLOWRDGKHUHWR WKHVHVWDQGDUGVZHFRXOGEHVXEMHFWWRPRQHWDU\SHQDOWLHVRUUHVWULFWLRQVRQRXUDELOLW\WRRSHUDWH
$OORIRXUIDFLOLWLHVWKDWKDQGOHDQGGLVSHQVHFRQWUROOHGVXEVWDQFHVPXVWFRPSO\ZLWKVWULFWIHGHUDODQGVWDWHUHJXODWLRQV UHJDUGLQJWKHSXUFKDVHVWRUDJHGLVWULEXWLRQDQGGLVSRVDORIVXFKFRQWUROOHGVXEVWDQFHV7KHSRWHQWLDOIRUWKHIWRUGLYHUVLRQRIVXFK FRQWUROOHGVXEVWDQFHVIRULOOHJDOXVHVKDVOHGWKHIHGHUDOJRYHUQPHQWDVZHOODVDQXPEHURIVWDWHVDQGORFDOLWLHVWRDGRSWVWULQJHQW UHJXODWLRQVQRWDSSOLFDEOHWRPDQ\RWKHUW\SHVRIKHDOWKFDUHSURYLGHUV&RPSOLDQFHZLWKWKHVHUHJXODWLRQVLVH[SHQVLYHDQGWKHVHFRVWV PD\LQFUHDVHLQWKHIXWXUH

3URSHUW\RZQHUVDQGORFDODXWKRULWLHVKDYHDWWHPSWHGDQGPD\LQWKHIXWXUHDWWHPSWWRXVHRUHQDFW]RQLQJRUGLQDQFHVWR HOLPLQDWHRXUDELOLW\WRRSHUDWHDJLYHQWUHDWPHQWIDFLOLW\RUSURJUDP/RFDOJRYHUQPHQWDODXWKRULWLHVLQVRPHFDVHVDOVRKDYH





DWWHPSWHGWRXVHOLWLJDWLRQDQGWKHWKUHDWRISURVHFXWLRQWRIRUFHWKHFORVXUHRIFHUWDLQFRPSUHKHQVLYHWUHDWPHQWIDFLOLWLHV,IDQ\RI

WKHVHDWWHPSWVZHUHWRVXFFHHGRULIWKHLUIUHTXHQF\ZHUHWRLQFUHDVHRXUUHYHQXHZRXOGEHDGYHUVHO\DIIHFWHGDQGRXURSHUDWLQJ

UHVXOWVPLJKWEHKDUPHG,QDGGLWLRQVXFKDFWLRQVPD\UHTXLUHXVWROLWLJDWHZKLFKZRXOGLQFUHDVHRXUFRVWV

0DQ\RIRXUIDFLOLWLHVDUHDOVRDFFUHGLWHGE\WKLUGSDUW\DFFUHGLWDWLRQDJHQFLHVVXFKDV7KH-RLQW&RPPLVVLRQRU&$5),IDQ\ RIRXUH[LVWLQJKHDOWKFDUHIDFLOLWLHVORVHWKHLUDFFUHGLWDWLRQRUDQ\RIRXUGHQRYRRUMRLQWYHQWXUHIDFLOLWLHVIDLOWRUHFHLYHDFFUHGLWDWLRQ VXFKIDFLOLWLHVFRXOGEHFRPHLQHOLJLEOHWRUHFHLYHUHLPEXUVHPHQWXQGHU0HGLFDUHRU0HGLFDLG

)HGHUDOVWDWHDQGORFDOUHJXODWLRQVGHWHUPLQHWKHFDSDFLW\DWZKLFKPDQ\RIRXUIDFLOLWLHVPD\EHRSHUDWHG6WDWHOLFHQVLQJ VWDQGDUGVUHTXLUHPDQ\RIRXUIDFLOLWLHVWRKDYHPLQLPXPVWDIILQJOHYHOVPLQLPXPDPRXQWVRIUHVLGHQWLDOVSDFHSHUVWXGHQWRUSDWLHQW DQGDGKHUHWRRWKHUPLQLPXPVWDQGDUGV/RFDOUHJXODWLRQVUHTXLUHXVWRIROORZODQGXVHJXLGHOLQHVDWPDQ\RIRXUIDFLOLWLHVLQFOXGLQJ WKRVHSHUWDLQLQJWRILUHVDIHW\VHZHUFDSDFLW\DQGRWKHUSK\VLFDOSODQWPDWWHUV

2XUIDFLOLWLHVKDYHLQWKHSDVWDQGZLOOFRQWLQXHLQWKHIXWXUHWREHVXEMHFWWRUHJXODUVXUYH\VE\IHGHUDOVWDWHDQGORFDO UHJXODWRUVDFFUHGLWDWLRQDJHQFLHVDQGFHUWDLQUHIHUUDOVRXUFHV6XFKVXUYH\VKDYHLQWKHSDVWDQGFRXOGLQWKHIXWXUHUHVXOWLQILQGLQJV RILPPHGLDWHMHRSDUG\OLFHQVLQJUHVWULFWLRQVDQGDGPLVVLRQVKROGV6XFKVXUYH\DFWLYLW\FRXOGLQWKHIXWXUHUHVXOWLQORVVRI FHUWLILFDWLRQORVVRIDFFUHGLWDWLRQDGPLVVLRQVKROGVDQGOLFHQVHUHYRFDWLRQZKLFKFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXU EXVLQHVVILQDQFLDOFRQGLWLRQRUUHVXOWVRIRSHUDWLRQV

:HFDQQRWJXDUDQWHHWKDWFXUUHQWODZVUHJXODWLRQVDQGUHJXODWRU\DVVHVVPHQWPHWKRGRORJLHVZLOOQRWEHPRGLILHGRUUHSODFHGLQ WKHIXWXUH7KHUHFDQEHQRDVVXUDQFHWKDWRXUEXVLQHVVUHVXOWVRIRSHUDWLRQVDQGILQDQFLDOFRQGLWLRQZLOOQRWEHDGYHUVHO\DIIHFWHGE\ DQ\IXWXUHUHJXODWRU\GHYHORSPHQWVRUWKDWWKHFRVWRIFRPSOLDQFHZLWKQHZUHJXODWLRQVZLOOQRWEHPDWHULDO

We may be required to spend substantial amounts to comply with statutes and regulations relating to privacy and security of PHI.

7KHUHDUHFXUUHQWO\QXPHURXVOHJLVODWLYHDQGUHJXODWRU\LQLWLDWLYHVLQWKH86DGGUHVVLQJSDWLHQWSULYDF\DQGLQIRUPDWLRQ VHFXULW\FRQFHUQV,QSDUWLFXODUIHGHUDOUHJXODWLRQVLVVXHGXQGHU+,3$$UHTXLUHRXUIDFLOLWLHVWRFRPSO\ZLWKVWDQGDUGVWRSURWHFWWKH SULYDF\VHFXULW\DQGLQWHJULW\RI3+,7KHVHUHTXLUHPHQWVLQFOXGHWKHDGRSWLRQRIFHUWDLQDGPLQLVWUDWLYHSK\VLFDODQGWHFKQLFDO



9LRODWLRQVRIWKHSULYDF\DQGVHFXULW\UHJXODWLRQVFRXOGVXEMHFWRXURSHUDWLRQVWRVXEVWDQWLDOFLYLOPRQHWDU\SHQDOWLHVDQG VXEVWDQWLDORWKHUFRVWVDQGSHQDOWLHVDVVRFLDWHGZLWKDEUHDFKRIGDWDVHFXULW\LQFOXGLQJFULPLQDOSHQDOWLHV:HPD\DOVREHVXEMHFWWR VXEVWDQWLDOUHSXWDWLRQDOKDUPLIZHH[SHULHQFHDVXEVWDQWLDOVHFXULW\EUHDFKLQYROYLQJ3+,

We could face risks associated with, or arising out of changing laws and regulations, including those involving environmental, health and safety laws and regulations.

:HDUHVXEMHFWWRYDULRXVIHGHUDOIRUHLJQVWDWHDQGORFDOODZVDQGUHJXODWLRQVWKDW

x	UHJXODWHFHUWDLQDFWLYLWLHVDQGRSHUDWLRQVWKDWPD\KDYHHQYLURQPHQWDORUKHDOWKDQGVDIHW\HIIHFWVVXFKDVWKHJHQHUDWLRQ KDQGOLQJDQGGLVSRVDORIPHGLFDOZDVWHV

x	LPSRVHOLDELOLW\IRUFRVWVRIFOHDQLQJXSDQGGDPDJHVWRQDWXUDOUHVRXUFHVIURPSDVWVSLOOVZDVWHGLVSRVDOVRQDQGRII

VLWHRURWKHUUHOHDVHVRIKD]DUGRXVPDWHULDOVRUUHJXODWHGVXEVWDQFHVDQG x UHJXODWHZRUNSODFHVDIHW\










IRUFRQWDPLQDWLRQXQGHUFHUWDLQHQYLURQPHQWDOODZVFDQEHLPSRVHGRQFXUUHQWRUSDVWRZQHUVOHVVRUVRURSHUDWRUVRIDVLWHZLWKRXW

UHJDUGWRIDXOW:HFDQQRWDVVXUH\RXWKDWHQYLURQPHQWDOFRQGLWLRQVUHODWLQJWRRXUSULRUH[LVWLQJRUIXWXUHVLWHVRUWKRVHRI

SUHGHFHVVRUFRPSDQLHVZKRVHOLDELOLWLHVZHPD\KDYHDVVXPHGRUDFTXLUHGZLOOQRWKDYHDPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVV

ILQDQFLDOFRQGLWLRQRUUHVXOWVRIRSHUDWLRQV

State efforts to regulate the construction or expansion of healthcare facilities could impair our ability to operate and expand our operations.

¶V OLFHQVHRULPSRVLWLRQRIFLYLORUFULPLQDOSHQDOWLHVDQ\RIZKLFKFRXOGKDUPRXUEXVLQHVV

,QDGGLWLRQVLJQLILFDQW&21UHIRUPVKDYHEHHQSURSRVHGLQDQXPEHURIVWDWHVWKDWZRXOGLQFUHDVHWKHFDSLWDOVSHQGLQJ WKUHVKROGVDQGSURYLGHH[HPSWLRQVRIYDULRXVVHUYLFHVIURPUHYLHZUHTXLUHPHQWV,QWKHSDVWZHKDYHQRWH[SHULHQFHGDQ\PDWHULDO DGYHUVHHIIHFWVIURPVXFKUHTXLUHPHQWVEXWZHFDQQRWSUHGLFWWKHLPSDFWRIWKHVHFKDQJHVXSRQRXURSHUDWLRQV

We are required to treat patients with emergency medical conditions regardless of ability to pay.

,QDFFRUGDQFHZLWKRXULQWHUQDOSROLFLHVDQGSURFHGXUHVDVZHOODV(07$/$ZHSURYLGHDPHGLFDOVFUHHQLQJH[DPLQDWLRQWR DQ\LQGLYLGXDOZKRFRPHVWRRQHRIRXUKRVSLWDOVVHHNLQJPHGLFDOWUHDWPHQWZKHWKHURUQRWVXFKLQGLYLGXDOLVHOLJLEOHIRULQVXUDQFH EHQHILWVDQGUHJDUGOHVVRIDELOLW\WRSD\WRGHWHUPLQHLIVXFKLQGLYLGXDOKDVDQHPHUJHQF\PHGLFDOFRQGLWLRQ,ILWLVGHWHUPLQHGWKDW VXFKSHUVRQKDVDQHPHUJHQF\PHGLFDOFRQGLWLRQZHSURYLGHVXFKIXUWKHUPHGLFDOH[DPLQDWLRQDQGWUHDWPHQWDVLVUHTXLUHGWR VWDELOL]HWKHSDWLHQW¶VPHGLFDOFRQGLWLRQZLWKLQWKHIDFLOLW\¶VFDSDELOLW\RUDUUDQJHIRUWKHWUDQVIHURIWKHLQGLYLGXDOWRDQRWKHUPHGLFDO IDFLOLW\LQDFFRUGDQFHZLWKDSSOLFDEOHODZDQGWKHWUHDWLQJKRVSLWDO¶VZULWWHQSURFHGXUHV2XUKRVSLWDOVPD\IDFHVXEVWDQWLDOFLYLO

SHQDOWLHVLIZHIDLOWRSURYLGHDSSURSULDWHVFUHHQLQJDQGVWDELOL]LQJWUHDWPHQWRUIDLOWRIDFLOLWDWHRWKHUDSSURSULDWHWUDQVIHUVDVUHTXLUHG E\(07$/$

We are subject to taxation in the U.S., Puerto Rico and various state jurisdictions. Any adverse development in the tax laws of such jurisdictions or any disagreement with our tax positions could have a material adverse effect on our business, financial condition or results of operations. In addition, our effective tax rate could change materially as a result of changes in tax laws.

:HDUHVXEMHFWWRWD[DWLRQLQDQGWRWKHWD[ODZVDQGUHJXODWLRQVRIWKH863XHUWR5LFRDQGYDULRXVVWDWHMXULVGLFWLRQVDVD UHVXOWRIRXURSHUDWLRQVDQGRXUFRUSRUDWHDQGILQDQFLQJVWUXFWXUH$GYHUVHGHYHORSPHQWVLQWKHVHWD[ODZVRUUHJXODWLRQVRUDQ\



*HQHUDO5LVN)DFWRUV

Provisions of our charter documents or Delaware law could delay or prevent an acquisition of us, even if the acquisition would be beneficial to our stockholders, and could make it more difficult for stockholders to change management.

3URYLVLRQVRIRXUDPHQGHGDQGUHVWDWHGFHUWLILFDWHRILQFRUSRUDWLRQDQGDPHQGHGDQGUHVWDWHGE\ODZVPD\GLVFRXUDJHGHOD\RU SUHYHQWDPHUJHUDFTXLVLWLRQRURWKHUFKDQJHLQFRQWUROWKDWVWRFNKROGHUVPD\FRQVLGHUIDYRUDEOHLQFOXGLQJWUDQVDFWLRQVLQZKLFK VWRFNKROGHUVPLJKWRWKHUZLVHUHFHLYHDSUHPLXPIRUWKHLUVKDUHV7KLVLVEHFDXVHWKHVHSURYLVLRQVPD\SUHYHQWRUIUXVWUDWHDWWHPSWVE\

VWRFNKROGHUVWRUHSODFHRUUHPRYHRXUPDQDJHPHQW7KHVHSURYLVLRQVLQFOXGH x DFODVVLILHGERDUGRIGLUHFWRUV

x	DSURKLELWLRQRQVWRFNKROGHUDFWLRQWKURXJKZULWWHQFRQVHQW

x	DUHTXLUHPHQWWKDWVSHFLDOPHHWLQJVRIVWRFNKROGHUVEHFDOOHGRQO\XSRQDUHVROXWLRQDSSURYHGE\DPDMRULW\RIRXU GLUHFWRUVWKHQLQRIILFH
x	DGYDQFHQRWLFHUHTXLUHPHQWVIRUVWRFNKROGHUSURSRVDOVDQGQRPLQDWLRQVDQG

x	WKHDXWKRULW\RIWKHERDUGRIGLUHFWRUVWRLVVXHSUHIHUUHGVWRFNZLWKVXFKWHUPVDVWKHERDUGRIGLUHFWRUVPD\GHWHUPLQH







6HFWLRQRIWKH'HODZDUH*HQHUDO&RUSRUDWLRQ/DZWKH³'*&/´SURKLELWVDSXEOLFO\KHOG'HODZDUHFRUSRUDWLRQIURP HQJDJLQJLQDEXVLQHVVFRPELQDWLRQZLWKDQLQWHUHVWHGVWRFNKROGHUJHQHUDOO\DSHUVRQWKDWWRJHWKHUZLWKLWVDIILOLDWHVRZQVRUZLWKLQ WKHODVWWKUHH\HDUVKDVRZQHGRIYRWLQJVWRFNIRUDSHULRGRIWKUHH\HDUVDIWHUWKHGDWHRIWKHWUDQVDFWLRQLQZKLFKWKHSHUVRQ

EHFDPHDQLQWHUHVWHGVWRFNKROGHUXQOHVVWKHEXVLQHVVFRPELQDWLRQLVDSSURYHGLQDSUHVFULEHGPDQQHU$OWKRXJKZHKDYHHOHFWHGQRW WREHVXEMHFWWR6HFWLRQRIWKH'*&/RXUDPHQGHGDQGUHVWDWHGFHUWLILFDWHRILQFRUSRUDWLRQFRQWDLQVSURYLVLRQVWKDWKDYHWKHVDPH HIIHFWDV6HFWLRQH[FHSWWKDWWKH\SURYLGHWKDW:DXG&DSLWDO3DUWQHUV//&³:&3´LWVDIILOLDWHVDQGDQ\LQYHVWPHQWIXQG PDQDJHGE\:&3ZLOOEHGHHPHGWRKDYHEHHQDSSURYHGE\RXUERDUGRIGLUHFWRUVDQGWKHUHE\QRWVXEMHFWWRWKHUHVWULFWLRQVVHWIRUWK LQRXUDPHQGHGDQGUHVWDWHGFHUWLILFDWHRILQFRUSRUDWLRQWKDWKDYHWKHVDPHHIIHFWDV6HFWLRQRIWKH'*&/$FFRUGLQJO\WKH SURYLVLRQLQRXUDPHQGHGDQGUHVWDWHGFHUWLILFDWHRILQFRUSRUDWLRQWKDWDGRSWVDPRGLILHGYHUVLRQRI6HFWLRQRIWKH'*&/PD\ GLVFRXUDJHGHOD\RUSUHYHQWDFKDQJHLQFRQWURORIXV

$VDUHVXOWRIWKHVHSURYLVLRQVLQRXUFKDUWHUGRFXPHQWVDQG'HODZDUHODZWKHSULFHLQYHVWRUVPD\EHZLOOLQJWRSD\LQWKH IXWXUHIRUVKDUHVRIRXUFRPPRQVWRFNPD\EHOLPLWHG

Fluctuations in our operating results, quarter to quarter earnings and other factors, including factors outside our control, may result in significant decreases in the price of our common stock.



Future sales of common stock by our existing stockholders may cause our stock price to fall.

7KHPDUNHWSULFHRIRXUFRPPRQVWRFNFRXOGGHFOLQHDVDUHVXOWRIVDOHVE\XVRURXUH[LVWLQJVWRFNKROGHUVSDUWLFXODUO\RXU ODUJHVWVWRFNKROGHUVRXUGLUHFWRUVDQGH[HFXWLYHRIILFHUVLQWKHPDUNHWRUWKHSHUFHSWLRQWKDWWKHVHVDOHVFRXOGRFFXU7KHVHVDOHV PLJKWDOVRPDNHLWPRUHGLIILFXOWIRUXVWRVHOOHTXLW\VHFXULWLHVDWDWLPHDQGSULFHWKDWZHGHHPDSSURSULDWH

If securities or industry analysts do not publish research or reports about our business, if they were to change their recommendations regarding our stock adversely or if our operating results do not meet their expectations, our stock price and trading volume could decline.

7KHWUDGLQJPDUNHWIRURXUFRPPRQVWRFNZLOOEHLQIOXHQFHGE\WKHUHVHDUFKDQGUHSRUWVWKDWLQGXVWU\RUVHFXULWLHVDQDO\VWV SXEOLVKDERXWXV,IRQHRUPRUHRIWKHVHDQDO\VWVFHDVHFRYHUDJHRIXVRUIDLOWRSXEOLVKUHJXODUUHSRUWVRQXVZHFRXOGORVHYLVLELOLW\ LQWKHILQDQFLDOPDUNHWVZKLFKLQWXUQFRXOGFDXVHRXUVWRFNSULFHRUWUDGLQJYROXPHWRGHFOLQH0RUHRYHULIRQHRUPRUHRIWKH DQDO\VWVZKRFRYHUXVGRZQJUDGHRXUVWRFNRULIRXURSHUDWLQJUHVXOWVGRQRWPHHWWKHLUH[SHFWDWLRQVRXUVWRFNSULFHFRXOGGHFOLQH

We incur substantial costs as a result of being a public company.

$VDSXEOLFFRPSDQ\ZHLQFXUVLJQLILFDQWOHJDODFFRXQWLQJLQVXUDQFHDQGRWKHUH[SHQVHVLQFOXGLQJFRVWVDVVRFLDWHGZLWK SXEOLFFRPSDQ\UHSRUWLQJUHTXLUHPHQWV:HLQFXUFRVWVDVVRFLDWHGZLWKFRPSO\LQJZLWKWKHUHTXLUHPHQWVRIWKH6DUEDQHV2[OH\$FW WKH'RGG)UDQN:DOO6WUHHW5HIRUPDQG&RQVXPHU3URWHFWLRQ$FWWKH³'RGG)UDQN$FW´DQGUHODWHGUXOHVLPSOHPHQWHGE\WKH6(& DQG1$6'$4(QDFWHGLQ-XO\WKH'RGG)UDQN$FWFRQWDLQVVLJQLILFDQWFRUSRUDWHJRYHUQDQFHDQGH[HFXWLYHFRPSHQVDWLRQ UHODWHGSURYLVLRQVVRPHRIZKLFKWKH6(&KDVLPSOHPHQWHGE\DGRSWLQJDGGLWLRQDOUXOHVDQGUHJXODWLRQVLQDUHDVVXFKDVH[HFXWLYH









,WHP%8QUHVROYHG6WDII&RPPHQWV

1RQH

,WHP&&\EHUVHFXULW\

$VSDUWRIRXU(QWHUSULVH5LVN0DQDJHPHQW³(50´SURFHVVZHLGHQWLI\ULVNVDQGDVVLJQUHVSRQVLELOLW\IRUPDQDJLQJHDFK ULVNWRWKHDSSURSULDWHOHYHORIPDQDJHPHQW&\EHUVHFXULW\LVDULVNLGHQWLILHGLQRXU(50SURFHVV0DQDJHPHQWKDVLPSOHPHQWHGD
FRPSUHKHQVLYHF\EHUVHFXULW\ULVNPDQDJHPHQWVWUDWHJ\LQOLQHZLWKLQGXVWU\VWDQGDUGVDQGUHJXODWRU\UHTXLUHPHQWV7KLVVWUDWHJ\ LQFOXGHV

x	FRQGXFWLQJDQLQGHSHQGHQWF\EHUVHFXULW\PDWXULW\DVVHVVPHQWWRHYDOXDWHWKHKHDOWKRIRXURYHUDOOF\EHUSURJUDPVDQG GHYHORSLQJDVROLGURDGPDSWRFRQWLQXRXVO\LPSURYHRXUGHIHQVLYHSRVWXUH
x	SHUIRUPLQJUHJXODUULVNDVVHVVPHQWVZKHUHZHLGHQWLI\SRWHQWLDOYXOQHUDELOLWLHVDQGHYDOXDWHWKHOLNHOLKRRGRIYDULRXV F\EHUWKUHDWV

x	LPSOHPHQWLQJVHFXULW\FRQWUROVLQFOXGLQJHPDLODQGEURZVHUSURWHFWLRQDXGLWORJPRQLWRULQJPDOZDUHGHIHQVHV FRQWUROOHGXVHRIDGPLQLVWUDWLYHSULYLOHJHVHQFU\SWLRQSURWRFROVDQGPXOWLIDFWRUDXWKHQWLFDWLRQDQG

x	LPSOHPHQWLQJSURJUHVVLYHO\FKDOOHQJLQJHPSOR\HHWUDLQLQJDQGDZDUHQHVVSURJUDPVLQFOXGLQJVLPXODWHGSKLVKLQJ FDPSDLJQVWRUHGXFHWKHULVNRIKXPDQHUURULQWKHUHFRJQLWLRQDQGUHSRUWLQJRISRWHQWLDOWKUHDWV



7KH$XGLWDQG5LVN&RPPLWWHHRIWKHERDUGRIGLUHFWRUVKDVUHVSRQVLELOLW\RIRYHUVLJKWIRUWKH&RPSDQ\¶VHQWHUSULVHULVN DVVHVVPHQWDQGULVNPDQDJHPHQWV\VWHPV2XU&KLHI,QIRUPDWLRQ2IILFHU³&,2´6HQLRU'LUHFWRURI,QIRUPDWLRQ6HFXULW\DQGRWKHU GHOHJDWHGSRVLWLRQVDUHUHVSRQVLEOHIRUDVVHVVLQJDQGPDQDJLQJRXUPDWHULDOULVNVIURPF\EHUVHFXULW\ULVNV2XU&,2KDV\HDUVRI H[SHULHQFHLQF\EHUVHFXULW\DQGDGHJUHHLQPDQDJHPHQWLQIRUPDWLRQV\VWHPV:HDOVRKDYHD&\EHUVHFXULW\,QIUDVWUXFWXUH&RPPLWWHH WKDWPHHWVPRQWKO\:HKDYHLPSOHPHQWHGDQLQFLGHQWUHVSRQVHVWUDWHJ\DVDQHOHPHQWRIRXURYHUDOOULVNPDQDJHPHQWDSSURDFK2XU

LQFLGHQWUHVSRQVHSODQHQWDLOVFOHDUO\GHILQHGUROHVDQGUHVSRQVLELOLWLHVHVWDEOLVKHGFRPPXQLFDWLRQSURWRFROVDQGPHDVXUHVWRPLWLJDWH WKHLPSDFWRIDQ\F\EHUVHFXULW\LQFLGHQWV:HKDYHH[SHULHQFHGDGYHUVH,7HYHQWVLQWKHSDVWEXWWRGDWHZHKDYHVHHQQRPDWHULDO LPSDFWRQRXUEXVLQHVVRURSHUDWLRQVIURPWKHVHDWWDFNVRUHYHQWV:HSULRULWL]HWKHGHWHFWLRQUHVSRQVHDQGUHFRYHU\IURPSRWHQWLDO EUHDFKHVDQGFDUU\F\EHUVHFXULW\LQVXUDQFHZKLFKLQFOXGHVF\EHUEUHDFKUHVSRQVHVHUYLFHV7KHVFRSHDQGFRYHUDJHRIRXU

F\EHUVHFXULW\LQVXUDQFHLVUHYLHZHGRQDQDQQXDOEDVLV5LVNVDQGSRWHQWLDOWKUHDWVDUHLGHQWLILHGDQGPHDVXUHGWKURXJKWKHVH PRQLWRULQJWHVWLQJDQGUHVSRQVHSURFHVVHVSURFHGXUHVDQGVLJQLILFDQWULVNVDQGWKUHDWVDUHUHSRUWHGE\WKH&,2WRWKH$XGLWDQG5LVN &RPPLWWHH






























,WHP3URSHUWLHV

7KHIROORZLQJWDEOHOLVWVE\VWDWHRUFRXQWU\WKHQXPEHURIEHKDYLRUDOKHDOWKFDUHIDFLOLWLHVGLUHFWO\RULQGLUHFWO\RZQHGDQG
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6HH³,WHP%XVLQHVV 2SHUDWLRQV´IRUDVXPPDU\GHVFULSWLRQRIWKHIDFLOLWLHVWKDWZHRZQDQGOHDVH,QDGGLWLRQZH FXUUHQWO\OHDVHDSSUR[LPDWHO\VTXDUHIHHWRIRIILFHVSDFHDW7RZHU&LUFOH)UDQNOLQ7HQQHVVHHIRURXUFRUSRUDWH KHDGTXDUWHUV2XUKHDGTXDUWHUVDQGIDFLOLWLHVDUHJHQHUDOO\ZHOOPDLQWDLQHGDQGLQJRRGRSHUDWLQJFRQGLWLRQ

,WHP/HJDO3URFHHGLQJV

,QIRUPDWLRQZLWKUHVSHFWWRWKLVLWHPPD\EHIRXQGLQ1RWH &RPPLWPHQWVDQG&RQWLQJHQFLHVLQWKHDFFRPSDQ\LQJQRWHV WRRXUFRQVROLGDWHGILQDQFLDOVWDWHPHQWVEHJLQQLQJRQ3DJH)RIWKLV$QQXDO5HSRUWRQ)RUP.ZKLFKLQIRUPDWLRQLV LQFRUSRUDWHGKHUHLQE\UHIHUHQFH

,WHP0LQH6DIHW\'LVFORVXUHV

1RWDSSOLFDEOH







3$57,,

,WHP0DUNHWIRU5HJLVWUDQW¶V&RPPRQ(TXLW\5HODWHG6WRFNKROGHU0DWWHUVDQG,VVXHU3XUFKDVHVRI(TXLW\6HFXULWLHV

2XUFRPPRQVWRFNLVOLVWHGIRUWUDGLQJRQ7KH1$6'$4*OREDO6HOHFW0DUNHWXQGHUWKHV\PERO³$&+&´

6WRFNKROGHUV

$VRI)HEUXDU\WKHUHZHUHDSSUR[LPDWHO\KROGHUVRIUHFRUGRIRXUFRPPRQVWRFN

5HFHQW6DOHVRI8QUHJLVWHUHG6HFXULWLHV

1RQH

,VVXHU3XUFKDVHVRI(TXLW\6HFXULWLHV

'XULQJWKHWKUHHPRQWKVHQGHG'HFHPEHUWKH&RPSDQ\ZLWKKHOGVKDUHVRI&RPSDQ\FRPPRQVWRFNWRVDWLVI\

HPSOR\HHPLQLPXPVWDWXWRU\WD[ZLWKKROGLQJREOLJDWLRQVSD\DEOHXSRQWKHYHVWLQJRIUHVWULFWHGVWRFNXQLWVDVIROORZV 
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'LYLGHQGV

:HKDYHQHYHUGHFODUHGRUSDLGGLYLGHQGVRQRXUFRPPRQVWRFN:HFXUUHQWO\LQWHQGWRUHWDLQDOODYDLODEOHIXQGVDQGDQ\IXWXUH HDUQLQJVWRIXQGWKHGHYHORSPHQWDQGJURZWKRIRXUEXVLQHVVDQGWRUHSD\LQGHEWHGQHVVDQGWKHUHIRUHZHGRQRWDQWLFLSDWHSD\LQJDQ\ FDVKGLYLGHQGVLQWKHIRUHVHHDEOHIXWXUH$GGLWLRQDOO\EHFDXVHZHDUHDKROGLQJFRPSDQ\RXUDELOLW\WRSD\GLYLGHQGVRQRXUFRPPRQ



,WHP>5HVHUYHG@


























,WHP0DQDJHPHQW¶V'LVFXVVLRQDQG$QDO\VLVRI)LQDQFLDO&RQGLWLRQDQG5HVXOWVRI2SHUDWLRQV

<RXVKRXOGUHDGWKHIROORZLQJGLVFXVVLRQDQGDQDO\VLVRIRXUILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQVZLWKRXUDXGLWHG FRQVROLGDWHGILQDQFLDOVWDWHPHQWVDQGQRWHVWKHUHWRLQFOXGHGHOVHZKHUHLQWKLV$QQXDO5HSRUWRQ)RUP.

&DXWLRQDU\1RWH5HJDUGLQJ)RUZDUG/RRNLQJ6WDWHPHQWV

7KLV$QQXDO5HSRUWRQ)RUP.FRQWDLQV³IRUZDUGORRNLQJVWDWHPHQWV´ZLWKLQWKHPHDQLQJRIWKH3ULYDWH6HFXULWLHV /LWLJDWLRQ5HIRUP$FWRI)RUZDUGORRNLQJVWDWHPHQWVLQFOXGHDQ\VWDWHPHQWVWKDWDGGUHVVIXWXUHUHVXOWVRURFFXUUHQFHV,QVRPH FDVHV\RXFDQLGHQWLI\IRUZDUGORRNLQJVWDWHPHQWVE\WHUPLQRORJ\VXFKDV³PD\´³PLJKW´³ZLOO´³ZRXOG´³VKRXOG´³FRXOG´RUWKH QHJDWLYHWKHUHRI*HQHUDOO\WKHZRUGV³DQWLFLSDWH´³EHOLHYH´³FRQWLQXH´³H[SHFW´³LQWHQG´³HVWLPDWH´³SURMHFW´³SODQ´DQG

VLPLODUH[SUHVVLRQVLGHQWLI\IRUZDUGORRNLQJVWDWHPHQWV,QSDUWLFXODUVWDWHPHQWVDERXWRXUH[SHFWDWLRQVEHOLHIVSODQVREMHFWLYHV DVVXPSWLRQVRUIXWXUHHYHQWVRUSHUIRUPDQFHFRQWDLQHGDUHIRUZDUGORRNLQJVWDWHPHQWV



x WKHLPSDFWRIFRPSHWLWLRQIRUVWDIILQJODERUVKRUWDJHVDQGKLJKHUWXUQRYHUUDWHVRQRXUODERUFRVWVDQGSURILWDELOLW\ x WKHLPSDFWRILQFUHDVHVLQLQIODWLRQDQGULVLQJLQWHUHVWUDWHV x FRPSOLDQFHZLWKODZVDQGJRYHUQPHQWUHJXODWLRQV

x	RXULQGHEWHGQHVVRXUDELOLW\WRPHHWRXUGHEWREOLJDWLRQVDQGRXUDELOLW\WRLQFXUVXEVWDQWLDOO\PRUHGHEW

x	WKHLPSDFWRISD\PHQWVUHFHLYHGIURPWKHJRYHUQPHQWDQGWKLUGSDUW\SD\RUVRQRXUUHYHQXHDQGUHVXOWVRIRSHUDWLRQV

x	WKHLPSDFWRIYRODWLOLW\LQWKHJOREDOFDSLWDODQGFUHGLWPDUNHWVDVZHOODVVLJQLILFDQWGHYHORSPHQWVLQPDFURHFRQRPLFDQG SROLWLFDOFRQGLWLRQVWKDWDUHRXWRIRXUFRQWURO
x	WKHLPSDFWRIJHQHUDOHFRQRPLFDQGHPSOR\PHQWFRQGLWLRQVLQFOXGLQJLQFUHDVHGFRQVWUXFWLRQDQGRWKHUFRVWVGXHWR LQIODWLRQRQRXUEXVLQHVVDQGIXWXUHUHVXOWVRIRSHUDWLRQV
x	GLIILFXOWLHVLQVXFFHVVIXOO\LQWHJUDWLQJWKHRSHUDWLRQVRIDFTXLUHGIDFLOLWLHVRUUHDOL]LQJWKHSRWHQWLDOEHQHILWVDQGV\QHUJLHVRI RXUDFTXLVLWLRQVDQGMRLQWYHQWXUHV

x	RXUDELOLW\WRUHFUXLWDQGUHWDLQTXDOLW\SV\FKLDWULVWVDQGRWKHUSK\VLFLDQVQXUVHVFRXQVHORUVDQGRWKHUPHGLFDOVXSSRUW SHUVRQQHO

x	WKHRFFXUUHQFHRISDWLHQWLQFLGHQWVZKLFKFRXOGUHVXOWLQQHJDWLYHPHGLDFRYHUDJHDGYHUVHO\DIIHFWWKHSULFHRIRXU VHFXULWLHVDQGUHVXOWLQLQFUHPHQWDOUHJXODWRU\EXUGHQVDQGJRYHUQPHQWDOLQYHVWLJDWLRQV
x	WKHLPSDFWRIFODLPVEURXJKWDJDLQVWXVRURXUIDFLOLWLHVLQFOXGLQJFODLPVIRUGDPDJHVIRUSHUVRQDOLQMXULHVPHGLFDO PDOSUDFWLFHRYHUSD\PHQWVEUHDFKRIFRQWUDFWVHFXULWLHVODZYLRODWLRQVWRUWDQGHPSOR\HHUHODWHGFODLPV
x	WKHRXWFRPHRISHQGLQJOLWLJDWLRQ

x	WKHLPSDFWRIFDUU\LQJDODUJHVHOILQVXUHGUHWHQWLRQWKHSRVVLELOLWLHVRIEHLQJUHVSRQVLEOHIRUVLJQLILFDQWDPRXQWVQRW FRYHUHGE\LQVXUDQFHSUHPLXPLQFUHDVHVDQGLQVXUDQFHQRWEHLQJDYDLODEOHRQDFFHSWDEOHWHUPVEHFDXVHRIRXUFODLPV H[SHULHQFH

x WKHLPSDFWRIJRYHUQPHQWDOLQYHVWLJDWLRQVUHJXODWRU\DFWLRQVDQGZKLVWOHEORZHUODZVXLWV x DQ\IDLOXUHWRFRPSO\ZLWKWKHWHUPVRIRXUFRUSRUDWHLQWHJULW\DJUHHPHQWZLWKWKH2,* x WKHLPSDFWRIKHDOWKFDUHUHIRUPLQWKH86

x	RXUDFTXLVLWLRQMRLQWYHQWXUHDQGZKROO\RZQHGGHQRYRVWUDWHJLHVZKLFKH[SRVHXVWRDYDULHW\RIRSHUDWLRQDODQG ILQDQFLDOULVNVDVZHOODVOHJDODQGUHJXODWRU\ULVNV
x	WKHLPSDFWRIVWDWHHIIRUWVWRUHJXODWHWKHFRQVWUXFWLRQRUH[SDQVLRQRIKHDOWKFDUHIDFLOLWLHVRQRXUDELOLW\WRRSHUDWHDQG H[SDQGRXURSHUDWLRQV

x	RXUDELOLW\WRLPSOHPHQWRXUEXVLQHVVVWUDWHJLHV





x	WKHLPSDFWRI0HGLFDLGHOLJLELOLW\GHWHUPLQDWLRQVDVVRFLDWHGZLWKWKHHQGRI&29,'UHODWHG0HGLFDLGFRQWLQXLQJ

FRYHUDJHUHTXLUHPHQWV

x	WKHLPSDFWRIGLVUXSWLRQVRQRXULQSDWLHQWDQGRXWSDWLHQWYROXPHVFDXVHGE\SDQGHPLFVHSLGHPLFVRURXWEUHDNVRI LQIHFWLRXVGLVHDVHVVXFKDVWKH&29,'SDQGHPLF
x	RXUGHSHQGHQFHRQNH\PDQDJHPHQWSHUVRQQHONH\H[HFXWLYHVDQGORFDOIDFLOLW\PDQDJHPHQWSHUVRQQHODQGWKHLPSDFWRI

DQ\GLVUXSWLRQVIURPWKHUHFHQWWUDQVLWLRQRIYDULRXVH[HFXWLYHV

x	RXUUHVWULFWLYHFRYHQDQWVZKLFKPD\UHVWULFWRXUEXVLQHVVDQGILQDQFLQJDFWLYLWLHV

x	WKHLPSDFWRIDGYHUVHZHDWKHUFRQGLWLRQVDQGFOLPDWHFKDQJHLQFOXGLQJWKHHIIHFWVRIKXUULFDQHVZLOGILUHVDQGRWKHUQDWXUDO GLVDVWHUVDQGDQ\UHVXOWLQJRXWPLJUDWLRQ
x	WKHULVNRIDF\EHUVHFXULW\LQFLGHQWDQGDQ\UHVXOWLQJDGYHUVHLPSDFWRQRXURSHUDWLRQVRUYLRODWLRQRIODZVDQGUHJXODWLRQV UHJDUGLQJLQIRUPDWLRQSULYDF\
x WKHLPSDFWRIRXUEXVLQHVVLIRXULQIRUPDWLRQV\VWHPVIDLORURXUGDWDEDVHVDUHGHVWUR\HGRUGDPDJHG x RXUIXWXUHFDVKIORZDQGHDUQLQJV

x	WKHLPSDFWRIRXUKLJKO\FRPSHWLWLYHLQGXVWU\RQSDWLHQWYROXPHV

x	RXUDELOLW\WRFXOWLYDWHDQGPDLQWDLQUHODWLRQVKLSVZLWKUHIHUUDOVRXUFHV

x	WKHLPSDFWRIWKHWUHQGIRULQVXUDQFHFRPSDQLHVDQGPDQDJHGFDUHRUJDQL]DWLRQVWRHQWHULQWRVROHVRXUFHFRQWUDFWVRQRXU DELOLW\WRREWDLQSDWLHQWV
x WKHLPSDFWRIYDOXHEDVHGSXUFKDVLQJSURJUDPVRQRXUUHYHQXH x RXUSRWHQWLDOLQDELOLW\WRH[WHQGOHDVHVDWH[SLUDWLRQ

x	WKHLPSDFWRIFRQWUROVGHVLJQHGWRUHGXFHLQSDWLHQWVHUYLFHVRQRXUUHYHQXH

x	WKHLPSDFWRIGLIIHUHQWLQWHUSUHWDWLRQVRIDFFRXQWLQJSULQFLSOHVRQRXUUHVXOWVRIRSHUDWLRQVRUILQDQFLDOFRQGLWLRQ

x	WKHLPSDFWRIHQYLURQPHQWDOKHDOWKDQGVDIHW\ODZVDQGUHJXODWLRQVHVSHFLDOO\LQORFDWLRQVZKHUHZHKDYHFRQFHQWUDWHG RSHUDWLRQV

x	WKHLPSDFWRIODZVDQGUHJXODWLRQVUHODWLQJWRSULYDF\DQGVHFXULW\RISDWLHQWKHDOWKLQIRUPDWLRQDQGVWDQGDUGVIRUHOHFWURQLF WUDQVDFWLRQV

x	WKHLPSDFWRIDFKDQJHLQWKHPL[RIRXUHDUQLQJVDGYHUVHFKDQJHVLQRXUHIIHFWLYHWD[UDWHDQGDGYHUVHGHYHORSPHQWVLQWD[ ODZVJHQHUDOO\

x	FKDQJHVLQLQWHUSUHWDWLRQVDVVXPSWLRQVDQGH[SHFWDWLRQVUHJDUGLQJUHFHQWWD[OHJLVODWLRQLQFOXGLQJSURYLVLRQVRIWKH &$5(6$FWDQGDGGLWLRQDOJXLGDQFHWKDWPD\EHLVVXHGE\IHGHUDODQGVWDWHWD[LQJDXWKRULWLHV

x	IDLOXUHWRPDLQWDLQHIIHFWLYHLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJ

x	WKHLPSDFWRIIOXFWXDWLRQVLQRXURSHUDWLQJUHVXOWVTXDUWHUWRTXDUWHUHDUQLQJVDQGRWKHUIDFWRUVRQWKHSULFHRIRXUVHFXULWLHV DQG

x WKRVHULVNVDQGXQFHUWDLQWLHVGHVFULEHGIURPWLPHWRWLPHLQRXUILOLQJVZLWKWKH6(& *LYHQWKHVHULVNVDQGXQFHUWDLQWLHV\RXDUHFDXWLRQHGQRWWRSODFHXQGXHUHOLDQFHRQVXFKIRUZDUGORRNLQJVWDWHPHQWV7KHVH

ULVNVDQGXQFHUWDLQWLHVPD\FDXVHRXUDFWXDOIXWXUHUHVXOWVWREHPDWHULDOO\GLIIHUHQWWKDQWKRVHH[SUHVVHGLQRXUIRUZDUGORRNLQJ VWDWHPHQWV7KHVHIRUZDUGORRNLQJVWDWHPHQWVDUHPDGHRQO\DVRIWKHGDWHRIWKLV$QQXDO5HSRUWRQ)RUP.:HGRQRWXQGHUWDNH DQGVSHFLILFDOO\GHFOLQHDQ\REOLJDWLRQWRXSGDWHDQ\VXFKVWDWHPHQWVRUWRSXEOLFO\DQQRXQFHWKHUHVXOWVRIDQ\UHYLVLRQVWRDQ\VXFK VWDWHPHQWVWRUHIOHFWIXWXUHHYHQWVRUGHYHORSPHQWV

2YHUYLHZ

2XUEXVLQHVVVWUDWHJ\LVWREHFRPHWKHLQGLVSHQVDEOHEHKDYLRUDOKHDOWKFDUHSURYLGHUIRUWKHKLJKDFXLW\DQGFRPSOH[QHHGV SDWLHQWSRSXODWLRQ:HDUHFRPPLWWHGWRSURYLGLQJWKHFRPPXQLWLHVZHVHUYHZLWKKLJKTXDOLW\FRVWHIIHFWLYHEHKDYLRUDOKHDOWKFDUH VHUYLFHVZKLOHJURZLQJRXUEXVLQHVVLQFUHDVLQJSURILWDELOLW\DQGFUHDWLQJORQJWHUPYDOXHIRURXUVWRFNKROGHUV7KLVVWUDWHJ\LQFOXGHV

ILYHJURZWKSDWKZD\VH[SDQVLRQVRIH[LVWLQJIDFLOLWLHVMRLQWYHQWXUHSDUWQHUVKLSVGHQRYRIDFLOLWLHVDFTXLVLWLRQVDQGH[SDQVLRQDFURVV RXUFRQWLQXXPRIFDUH$W'HFHPEHUZHRSHUDWHGEHKDYLRUDOKHDOWKFDUHIDFLOLWLHVZLWKDSSUR[LPDWHO\EHGVLQ VWDWHVDQG3XHUWR5LFR'XULQJWKH\HDUHQGHG'HFHPEHUZHDGGHGEHGVFRQVLVWLQJRIDGGHGWRH[LVWLQJIDFLOLWLHV





DQGDGGHGWKURXJKWKHRSHQLQJRIRQHZKROO\RZQHGIDFLOLW\DQGWZRMRLQWYHQWXUHIDFLOLWLHVDQGZHRSHQHGVL[&7&V)RUWKH

\HDUHQGLQJ'HFHPEHUZHH[SHFWWRDGGDSSUR[LPDWHO\WRWDOEHGVDQGRSHQXSWR&7&VH[FOXGLQJDFTXLVLWLRQV

:HDUHWKHOHDGLQJSXEOLFO\WUDGHGSXUHSOD\SURYLGHURIEHKDYLRUDOKHDOWKFDUHVHUYLFHVLQWKH860DQDJHPHQWEHOLHYHVWKDW

ZHDUHSRVLWLRQHGDVDOHDGLQJSODWIRUPLQDKLJKO\IUDJPHQWHGLQGXVWU\XQGHUWKHGLUHFWLRQRIDQH[SHULHQFHGPDQDJHPHQWWHDPWKDW

KDVVLJQLILFDQWLQGXVWU\H[SHUWLVH0DQDJHPHQWH[SHFWVWRWDNHDGYDQWDJHRIVHYHUDOVWUDWHJLHVWKDWDUHPRUHDFFHVVLEOHDVDUHVXOWRI

RXULQFUHDVHGVL]HDQGJHRJUDSKLFVFDOHLQFOXGLQJFRQWLQXLQJDQDWLRQDOPDUNHWLQJVWUDWHJ\WRDWWUDFWQHZSDWLHQWVDQGUHIHUUDOVRXUFHV

LQFUHDVLQJRXUYROXPHRIRXWRIVWDWHUHIHUUDOVSURYLGLQJDEURDGHUUDQJHRIVHUYLFHVWRQHZDQGH[LVWLQJSDWLHQWVDQGFOLHQWVDQG

VHOHFWLYHO\SXUVXLQJRSSRUWXQLWLHVWRH[SDQGRXUIDFLOLW\DQGEHGFRXQWLQWKH86WKURXJKDFTXLVLWLRQVZKROO\RZQHGGHQRYR

IDFLOLWLHVMRLQWYHQWXUHVDQGEHGDGGLWLRQVLQH[LVWLQJIDFLOLWLHV

2Q-DQXDU\ZHFRPSOHWHGWKH8.6DOHSXUVXDQWWRD6KDUH3XUFKDVH$JUHHPHQWLQZKLFKZHVROGDOORIWKHVHFXULWLHV RI$+&::-HUVH\/LPLWHGDSULYDWHOLPLWHGOLDELOLW\FRPSDQ\LQFRUSRUDWHGLQ-HUVH\DQGDVXEVLGLDU\RIWKH&RPSDQ\ZKLFK FRQVWLWXWHGWKHHQWLUHW\RIRXU8.RSHUDWLRQV$VDUHVXOWRIWKH8.6DOHZHUHSRUWHGIRUDOOSHULRGVSUHVHQWHGUHVXOWVRIRSHUDWLRQV DQGFDVKIORZVRIWKH8.RSHUDWLRQVDVGLVFRQWLQXHGRSHUDWLRQVLQWKHDFFRPSDQ\LQJILQDQFLDOVWDWHPHQWV

$FTXLVLWLRQV

,Q-XO\ZHVLJQHGDGHILQLWLYHDJUHHPHQWWRDFTXLUHVXEVWDQWLDOO\DOORIWKHDVVHWVRI7XUQLQJ3RLQWDEHGVSHFLDOW\ SURYLGHURIVXEVWDQFHXVHGLVRUGHUDQGSULPDU\PHQWDOKHDOWKWUHDWPHQWVHUYLFHVWKDWVXSSRUWVWKH6DOW/DNH&LW\8WDKPHWURSROLWDQ

PDUNHW7XUQLQJ3RLQWSURYLGHVDIXOOFRQWLQXXPRIWUHDWPHQWVHUYLFHVLQFOXGLQJUHVLGHQWLDOSDUWLDOKRVSLWDOL]DWLRQDQGLQWHQVLYH RXWSDWLHQWVHUYLFHV7KHWUDQVDFWLRQFORVHGRQ)HEUXDU\

2Q1RYHPEHUZHDFTXLUHGIRXU&7&VORFDWHGLQ*HRUJLDIURP%UDQG1HZ6WDUW

2Q'HFHPEHUZHDFTXLUHGWKHHTXLW\RI&HQWHU3RLQWHIRUFDVKFRQVLGHUDWLRQRIDSSUR[LPDWHO\PLOOLRQ7KH DFTXLVLWLRQZDVIXQGHGWKURXJKDFRPELQDWLRQRIFDVKRQKDQGDQGDPLOOLRQGUDZRQWKH5HYROYLQJ)DFLOLW\$WWKHWLPHRIWKH DFTXLVLWLRQ&HQWHU3RLQWHRSHUDWHGIRXUDFXWHLQSDWLHQWKRVSLWDOVZLWKEHGVDQGWHQRXWSDWLHQWORFDWLRQVSULPDULO\LQ0LVVRXUL

5HVXOWVRI2SHUDWLRQV

7KHIROORZLQJWDEOHLOOXVWUDWHVRXUFRQVROLGDWHGUHVXOWVRIRSHUDWLRQVIRUWKHUHVSHFWLYHSHULRGVVKRZQGROODUVLQWKRXVDQGV
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7KHIROORZLQJWDEOHVHWVIRUWKSHUFHQWFKDQJHVLQVDPHIDFLOLW\RSHUDWLQJGDWDIRURXUFRQWLQXLQJRSHUDWLRQVIRUWKH\HDUVHQGHG

'HFHPEHUDQGFRPSDUHGWRWKHSUHYLRXV\HDUV

	
	
	
	
	<HDU(QGHG'HFHPEHU

	
	
	
	
	
	
	

	
	6DPH)DFLOLW\5HVXOWVD
	
	
	
	
	

	
	5HYHQXHJURZWK
	
	
	
	

	
	3DWLHQWGD\VJURZWK
	
	
	
	

	
	$GPLVVLRQVJURZWK
	
	
	
	

	
	$YHUDJHOHQJWKRIVWD\FKDQJHE
	
	
	
	

	
	5HYHQXHSHUSDWLHQWGD\JURZWK
	
	
	
	

	
	$GMXVWHG(%,7'$PDUJLQFKDQJHF
	
	ESV
	
	ESV

	
	$GMXVWHG(%,7'$PDUJLQH[FOXGLQJLQFRPH
	
	
	
	
	

	
	IURPSURYLGHUUHOLHIIXQGG
	
	ESV
	
	ESV

	
	
	
	
	
	
	
	



D 5HVXOWVIRUWKHSHULRGVSUHVHQWHGLQFOXGHIDFLOLWLHVZHKDYHRSHUDWHGPRUHWKDQRQH\HDUDQGH[FOXGHFHUWDLQFORVHG VHUYLFHV
E  $YHUDJHOHQJWKRIVWD\LVGHILQHGDVSDWLHQWGD\VGLYLGHGE\DGPLVVLRQV
F  $GMXVWHG(%,7'$LVGHILQHGDVLQFRPHEHIRUHSURYLVLRQIRULQFRPHWD[HVHTXLW\EDVHGFRPSHQVDWLRQH[SHQVHGHEW

H[WLQJXLVKPHQWFRVWVORVVRQLPSDLUPHQWJDLQRQVDOHRISURSHUW\WUDQVDFWLRQOHJDODQGRWKHUFRVWVLQWHUHVWH[SHQVH

OHJDOVHWWOHPHQWVH[SHQVHDQGGHSUHFLDWLRQDQGDPRUWL]DWLRQ0DQDJHPHQWXVHV$GMXVWHG(%,7'$DVDQDQDO\WLFDO

LQGLFDWRUWRPHDVXUHSHUIRUPDQFHDQGWRGHYHORSVWUDWHJLFREMHFWLYHVDQGRSHUDWLQJSODQV$GMXVWHG(%,7'$LV

FRPPRQO\XVHGDVDQDQDO\WLFDOLQGLFDWRUZLWKLQWKHKHDOWKFDUHLQGXVWU\DQGDOVRVHUYHVDVDPHDVXUHRIOHYHUDJH

FDSDFLW\DQGGHEWVHUYLFHDELOLW\$GMXVWHG(%,7'$VKRXOGQRWEHFRQVLGHUHGDVDPHDVXUHRIILQDQFLDOSHUIRUPDQFH

XQGHU*$$3DQGWKHLWHPVH[FOXGHGIURP$GMXVWHG(%,7'$DUHVLJQLILFDQWFRPSRQHQWVLQXQGHUVWDQGLQJDQG

DVVHVVLQJILQDQFLDOSHUIRUPDQFH%HFDXVH$GMXVWHG(%,7'$LVQRWDPHDVXUHPHQWGHWHUPLQHGLQDFFRUGDQFHZLWK

*$$3DQGLVWKXVVXVFHSWLEOHWRYDU\LQJFDOFXODWLRQV$GMXVWHG(%,7'$DVSUHVHQWHGPD\QRWEHFRPSDUDEOHWRRWKHU

VLPLODUO\WLWOHGPHDVXUHVRIRWKHUFRPSDQLHV$GMXVWHG(%,7'$PDUJLQLVGHILQHGDV$GMXVWHG(%,7'$GLYLGHGE\

UHYHQXH
G )RUWKH\HDUVHQGHG'HFHPEHUDQGH[FOXGHVLQFRPHIURPSURYLGHUUHOLHIIXQGRIPLOOLRQ PLOOLRQDQGPLOOLRQUHVSHFWLYHO\

Year Ended December 31, 2023 compared to the Year Ended December 31, 2022

Revenue

Salaries, wages and benefits.6DODULHVZDJHVDQGEHQHILWV³6:%´H[SHQVHZDVPLOOLRQIRUWKH\HDUHQGHG 'HFHPEHUFRPSDUHGWRPLOOLRQIRUWKH\HDUHQGHG'HFHPEHUDQLQFUHDVHRIPLOOLRQ6:%H[SHQVH LQFOXGHGPLOOLRQDQGPLOOLRQRIHTXLW\EDVHGFRPSHQVDWLRQH[SHQVHIRUWKH\HDUVHQGHG'HFHPEHUDQG UHVSHFWLYHO\([FOXGLQJHTXLW\EDVHGFRPSHQVDWLRQH[SHQVH6:%H[SHQVHZDVPLOOLRQRURIUHYHQXHIRUWKH\HDU HQGHG'HFHPEHUFRPSDUHGWRPLOOLRQRURIUHYHQXHIRUWKH\HDUHQGHG'HFHPEHU6DPHIDFLOLW\ 6:%H[SHQVHZDVPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURIUHYHQXHFRPSDUHGWRPLOOLRQIRUWKH \HDUHQGHG'HFHPEHURURIUHYHQXH

Professional fees.3URIHVVLRQDOIHHVZHUHPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURIUHYHQXHFRPSDUHG WRPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURIUHYHQXH6DPHIDFLOLW\SURIHVVLRQDOIHHVZHUHPLOOLRQIRU WKH\HDUHQGHG'HFHPEHURURIUHYHQXHFRPSDUHGWRPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURU RIUHYHQXH








Supplies.6XSSOLHVH[SHQVHZDVPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURIUHYHQXHFRPSDUHGWR PLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURIUHYHQXH6DPHIDFLOLW\VXSSOLHVH[SHQVHZDVPLOOLRQIRUWKH\HDU HQGHG'HFHPEHURURIUHYHQXHFRPSDUHGWRPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURIUHYHQXH

Rents and leases.5HQWVDQGOHDVHVZHUHPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURIUHYHQXHFRPSDUHGWR PLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURIUHYHQXH6DPHIDFLOLW\UHQWVDQGOHDVHVZHUHPLOOLRQIRUWKH \HDUHQGHG'HFHPEHURURIUHYHQXHFRPSDUHGWRPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURI UHYHQXH

Other operating expenses.2WKHURSHUDWLQJH[SHQVHVFRQVLVWHGSULPDULO\RISXUFKDVHGVHUYLFHVXWLOLWLHVLQVXUDQFHWUDYHODQG UHSDLUVDQGPDLQWHQDQFHH[SHQVHV2WKHURSHUDWLQJH[SHQVHVZHUHPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURI UHYHQXHFRPSDUHGWRPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURIUHYHQXH6DPHIDFLOLW\RWKHURSHUDWLQJ H[SHQVHVZHUHPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURIUHYHQXHFRPSDUHGWRPLOOLRQIRUWKH\HDU HQGHG'HFHPEHURURIUHYHQXH

Income from provider relief fund. )RUWKH\HDUHQGHG'HFHPEHUZHUHFRUGHGPLOOLRQRILQFRPHIURPSURYLGHU

UHOLHIIXQGUHODWHGWR$53IXQGVUHFHLYHGLQ )RUWKH\HDUHQGHG'HFHPEHUZHUHFRUGHGPLOOLRQRILQFRPHIURP
SURYLGHUUHOLHIIXQGUHODWHGWR3+66()XQGDPRXQWVDQG$53IXQGVUHFHLYHGLQDQG

Depreciation and amortization.'HSUHFLDWLRQDQGDPRUWL]DWLRQH[SHQVHZDVPLOOLRQIRUWKH\HDUHQGHG'HFHPEHU RURIUHYHQXHFRPSDUHGWRPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURIUHYHQXH

Interest expense.,QWHUHVWH[SHQVHZDVPLOOLRQIRUWKH\HDUHQGHG'HFHPEHUFRPSDUHGWRPLOOLRQIRUWKH \HDUHQGHG'HFHPEHU7KHLQFUHDVHLQLQWHUHVWH[SHQVHZDVSULPDULO\WKHUHVXOWRIULVLQJLQWHUHVWUDWHV

Legal settlements expense./HJDOVHWWOHPHQWVH[SHQVHIRUWKH\HDUHQGHG'HFHPEHUZDVPLOOLRQDVVRFLDWHGZLWK WKH'HVHUW+LOOV/LWLJDWLRQ

Loss on impairment. 'XULQJWKH\HDUHQGHG'HFHPEHUZHUHFRUGHGQRQFDVKLPSDLUPHQWFKDUJHVWRWDOLQJPLOOLRQ UHODWHGWRWKHFORVXUHRIFHUWDLQIDFLOLWLHV7KHQRQFDVKLPSDLUPHQWFKDUJHVLQFOXGHGLQGHILQLWHOLYHGLQWDQJLEOHDVVHWLPSDLUPHQWVRI PLOOLRQSURSHUW\LPSDLUPHQWVRIPLOOLRQDQGRSHUDWLQJOHDVHULJKWRIXVHDVVHWLPSDLUPHQWVRIPLOOLRQ
Gain on sale of property. 'XULQJWKH\HDUHQGHG'HFHPEHUZHUHFRUGHGDPLOOLRQJDLQRQIDFLOLW\SURSHUW\VDOH

Transaction, legal and other costs.7UDQVDFWLRQOHJDODQGRWKHUFRVWVZHUHPLOOLRQIRUWKH\HDUHQGHG'HFHPEHU FRPSDUHGWRPLOOLRQIRUWKH\HDUHQGHG'HFHPEHU7UDQVDFWLRQOHJDODQGRWKHUFRVWVUHSUHVHQWOHJDODFFRXQWLQJ WHUPLQDWLRQUHVWUXFWXULQJPDQDJHPHQWWUDQVLWLRQDFTXLVLWLRQDQGRWKHUVLPLODUFRVWVLQFXUUHGLQWKHUHVSHFWLYHSHULRGVDV
VXPPDUL]HGEHORZLQWKRXVDQGV
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(Benefit from) provision for income taxes.)RUWKH\HDUHQGHG'HFHPEHUWKHEHQHILWIURPLQFRPHWD[HVZDV PLOOLRQUHIOHFWLQJDQHIIHFWLYHWD[UDWHRIFRPSDUHGWRWKHSURYLVLRQIRUWD[HVRIPLOOLRQUHIOHFWLQJDQHIIHFWLYHWD[UDWH RIIRUWKH\HDUHQGHG'HFHPEHU7KH&RPSDQ\¶VORZHUSUHWD[UHVXOWVIRUWKH\HDU\LHOGVKLJKHUYRODWLOLW\LQWKHLWHPV LPSDFWLQJWKHHIIHFWLYHWD[UDWHIRUWKH\HDUHQGHG'HFHPEHUZKHQFRPSDUHGWRSULRUSHULRGV

$VZHFRQWLQXHWRPRQLWRUWKHLPSOLFDWLRQVRISRWHQWLDOWD[OHJLVODWLRQLQHDFKRIRXUMXULVGLFWLRQVZHPD\DGMXVWRXUHVWLPDWHV DQGUHFRUGDGGLWLRQDODPRXQWVIRUWD[DVVHWVDQGOLDELOLWLHV$Q\DGMXVWPHQWVWRRXUWD[DVVHWVDQGOLDELOLWLHVFRXOGPDWHULDOO\LPSDFW RXUSURYLVLRQIRULQFRPHWD[HVDQGRXUHIIHFWLYHWD[UDWHLQWKHSHULRGVLQZKLFKWKH\DUHPDGH

Year Ended December 31, 2022 compared to the Year Ended December 31, 2021

Revenue.5HYHQXHLQFUHDVHGPLOOLRQRUWRPLOOLRQIRUWKH\HDUHQGHG'HFHPEHUIURP PLOOLRQIRUWKH\HDUHQGHG'HFHPEHU6DPHIDFLOLW\UHYHQXHLQFUHDVHGE\PLOOLRQRUIRUWKH\HDUHQGHG 'HFHPEHUFRPSDUHGWRWKH\HDUHQGHG'HFHPEHUUHVXOWLQJIURPVDPHIDFLOLW\JURZWKLQSDWLHQWGD\VRIDQ LQFUHDVHLQVDPHIDFLOLW\UHYHQXHSHUGD\RIDQGDQLQFUHDVHLQWKHDYHUDJHOHQJWKRIVWD\RI&RQVLVWHQWZLWKWKHVDPH









IDFLOLW\SDWLHQWGD\JURZWKLQWKHJURZWKLQVDPHIDFLOLW\SDWLHQWGD\VIRUWKH\HDUHQGHG'HFHPEHUFRPSDUHGWRWKH

\HDUHQGHG'HFHPEHUUHVXOWHGIURPWKHDGGLWLRQRIEHGVWRRXUH[LVWLQJIDFLOLWLHVDQGRQJRLQJGHPDQGIRURXUVHUYLFHV

Salaries, wages and benefits.6DODULHVZDJHVDQGEHQHILWV³6:%´H[SHQVHZDVPLOOLRQIRUWKH\HDUHQGHG'HFHPEHU FRPSDUHGWRPLOOLRQIRUWKH\HDUHQGHG'HFHPEHUDQLQFUHDVHRIPLOOLRQ6:%H[SHQVHLQFOXGHG PLOOLRQDQGPLOOLRQRIHTXLW\EDVHGFRPSHQVDWLRQH[SHQVHIRUWKH\HDUVHQGHG'HFHPEHUDQGUHVSHFWLYHO\ ([FOXGLQJHTXLW\EDVHGFRPSHQVDWLRQH[SHQVH6:%H[SHQVHZDVPLOOLRQRURIUHYHQXHIRUWKH\HDUHQGHG 'HFHPEHUFRPSDUHGWRPLOOLRQRURIUHYHQXHIRUWKH\HDUHQGHG'HFHPEHU6DPHIDFLOLW\6:% H[SHQVHZDVPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURIUHYHQXHFRPSDUHGWRPLOOLRQIRUWKH\HDU HQGHG'HFHPEHURURIUHYHQXH

Professional fees.3URIHVVLRQDOIHHVZHUHPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURIUHYHQXHFRPSDUHG WRPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURIUHYHQXH6DPHIDFLOLW\SURIHVVLRQDOIHHVZHUHPLOOLRQIRU WKH\HDUHQGHG'HFHPEHURURIUHYHQXHFRPSDUHGWRPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURU RIUHYHQXH

Supplies.6XSSOLHVH[SHQVHZDVPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURIUHYHQXHFRPSDUHGWR PLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURIUHYHQXH6DPHIDFLOLW\VXSSOLHVH[SHQVHZDVPLOOLRQIRUWKH\HDU HQGHG'HFHPEHURURIUHYHQXHFRPSDUHGWRPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURIUHYHQXH

Rents and leases.5HQWVDQGOHDVHVZHUHPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURIUHYHQXHFRPSDUHGWR PLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURIUHYHQXH6DPHIDFLOLW\UHQWVDQGOHDVHVZHUHPLOOLRQIRUWKH \HDUHQGHG'HFHPEHURURIUHYHQXHFRPSDUHGWRPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURI UHYHQXH

Other operating expenses.2WKHURSHUDWLQJH[SHQVHVFRQVLVWHGSULPDULO\RISXUFKDVHGVHUYLFHVXWLOLWLHVLQVXUDQFHWUDYHODQG UHSDLUVDQGPDLQWHQDQFHH[SHQVHV2WKHURSHUDWLQJH[SHQVHVZHUHPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURI UHYHQXHFRPSDUHGWRPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURIUHYHQXH6DPHIDFLOLW\RWKHURSHUDWLQJ H[SHQVHVZHUHPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURIUHYHQXHFRPSDUHGWRPLOOLRQIRUWKH\HDU HQGHG'HFHPEHURURIUHYHQXH

Income from provider relief fund. )RUWKH\HDUHQGHG'HFHPEHUZHUHFRUGHGPLOOLRQRILQFRPHIURPSURYLGHU UHOLHIIXQGUHODWHGWR3+66()XQGDQG$53IXQGVUHFHLYHGLQDQG)RUWKH\HDUHQGHG'HFHPEHUZHUHFRUGHG PLOOLRQRILQFRPHIURPSURYLGHUUHOLHIIXQGUHODWHGWR3+66()XQGIXQGVUHFHLYHGLQDQG

Depreciation and amortization.'HSUHFLDWLRQDQGDPRUWL]DWLRQH[SHQVHZDVPLOOLRQIRUWKH\HDUHQGHG'HFHPEHU RURIUHYHQXHFRPSDUHGWRPLOOLRQIRUWKH\HDUHQGHG'HFHPEHURURIUHYHQXH

Interest expense.,QWHUHVWH[SHQVHZDVPLOOLRQIRUWKH\HDUHQGHG'HFHPEHUFRPSDUHGWRPLOOLRQIRUWKH \HDUHQGHG'HFHPEHU7KHGHFUHDVHLQLQWHUHVWH[SHQVHZDVSULPDULO\WKHUHVXOWRIDVLJQLILFDQWUHGXFWLRQWRRXWVWDQGLQJGHEW LQFRQQHFWLRQZLWKWKH8.6DOH

Debt extinguishment costs.'HEWH[WLQJXLVKPHQWFRVWVZHUHPLOOLRQIRUWKH\HDUHQGHG'HFHPEHUDQG UHSUHVHQWHGPLOOLRQRIFDVKFKDUJHVDQGPLOOLRQRIQRQFDVKFKDUJHVLQFRQQHFWLRQZLWKWKHUHGHPSWLRQRIWKH 6HQLRU1RWHVDQGWKH6HQLRU1RWHVDQGWKHWHUPLQDWLRQRIWKH3ULRU&UHGLW)DFLOLW\

Loss on impairment. /RVVRQLPSDLUPHQWZDVPLOOLRQIRUWKH\HDUHQGHG'HFHPEHU'XULQJWKHVHFRQGTXDUWHURI ZHRSHQHGDEHGUHSODFHPHQWIDFLOLW\LQ3HQQV\OYDQLDDQGUHFRUGHGDQRQFDVKSURSHUW\LPSDLUPHQWFKDUJHRIPLOOLRQ IRUWKHH[LVWLQJIDFLOLW\$GGLWLRQDOO\GXULQJWKHWKLUGTXDUWHURIZHUHFRUGHGDPLOOLRQQRQFDVKSURSHUW\LPSDLUPHQW FKDUJHIRURQHIDFLOLW\LQ/RXLVLDQDUHVXOWLQJIURPKXUULFDQHGDPDJH

Transaction, legal and other costs.7UDQVDFWLRQOHJDODQGRWKHUFRVWVZHUHPLOOLRQIRUWKH\HDUHQGHG'HFHPEHU FRPSDUHGWRPLOOLRQIRUWKH\HDUHQGHG'HFHPEHU7UDQVDFWLRQOHJDODQGRWKHUFRVWVUHSUHVHQWOHJDODFFRXQWLQJ WHUPLQDWLRQUHVWUXFWXULQJPDQDJHPHQWWUDQVLWLRQDFTXLVLWLRQDQGRWKHUVLPLODUFRVWVLQFXUUHGLQWKHUHVSHFWLYHSHULRGVDV
VXPPDUL]HGEHORZLQWKRXVDQGV
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Discontinued Operations./RVVIURPGLVFRQWLQXHGRSHUDWLRQVIRUWKH\HDUHQGHG'HFHPEHUZDVPLOOLRQ







Provision for income taxes.)RUWKH\HDUHQGHG'HFHPEHUWKHSURYLVLRQIRULQFRPHWD[HVZDVPLOOLRQUHIOHFWLQJ DQHIIHFWLYHWD[UDWHRIFRPSDUHGWRPLOOLRQUHIOHFWLQJDQHIIHFWLYHWD[UDWHRIIRUWKH\HDUHQGHG'HFHPEHU 7KHLQFUHDVHLQWKHHIIHFWLYHWD[UDWHIRUWKH\HDUHQGHG'HFHPEHUZDVSULPDULO\DWWULEXWDEOHWRLQFRPHWD[EHQHILWV UHFRJQL]HGLQIURPWKHUHYHUVDORIYDOXDWLRQDOORZDQFHVDQGWKHUHOHDVHRIXQUHFRJQL]HGWD[EHQHILWOLDELOLWLHV

/LTXLGLW\DQG&DSLWDO5HVRXUFHV

&DVKSURYLGHGE\FRQWLQXLQJRSHUDWLQJDFWLYLWLHVIRUWKH\HDUHQGHG'HFHPEHUZDVPLOOLRQFRPSDUHGWR PLOOLRQIRUWKH\HDUHQGHG'HFHPEHU'D\VVDOHVRXWVWDQGLQJDW'HFHPEHUZDVFRPSDUHGWRDW'HFHPEHU 




:HKDGWRWDODYDLODEOHFDVKDQGFDVKHTXLYDOHQWVRIPLOOLRQPLOOLRQDQGPLOOLRQDW'HFHPEHU

DQGUHVSHFWLYHO\RIZKLFKDSSUR[LPDWHO\PLOOLRQPLOOLRQDQGPLOOLRQUHVSHFWLYHO\ZDVKHOGE\RXU
IRUHLJQVXEVLGLDULHV2XUVWUDWHJLFSODQGRHVQRWUHTXLUHWKHUHSDWULDWLRQRIIRUHLJQFDVKLQRUGHUWRIXQGRXURSHUDWLRQVLQWKH86

Desert Hills Litigation

$VGHVFULEHGLQPRUHGHWDLOLQ1RWH±&RPPLWPHQWVDQG&RQWLQJHQFLHVLQWKHDFFRPSDQ\LQJQRWHVWRRXUFRQVROLGDWHG ILQDQFLDOVWDWHPHQWVRQ2FWREHUZHHQWHUHGLQWRVHWWOHPHQWDJUHHPHQWVLQFRQQHFWLRQZLWKWKUHHRIWKHODZVXLWVLQRXU 'HVHUW+LOOV/LWLJDWLRQVW\OHGInman v. Garcia, et al, Case No. D-117-CV-2019-00136Rael v. Garcia, et al, Case No. D-117-CV-2019-00135DQGEndicott-Quinones v. Garcia, et al, Case No. D-117-CV-2019-00137 FROOHFWLYHO\WKH³&DVHV´7KHVHWWOHPHQW DJUHHPHQWVZHUHDSSURYHGE\WKH'LVWULFW&RXUWLQ'HFHPEHUDQGIXOO\UHVROYHHDFKRIWKH&DVHVZLWKQRDGPLVVLRQRIOLDELOLW\ RUZURQJGRLQJE\XV2Q-DQXDU\SXUVXDQWWRWKHWHUPVRIWKHVHWWOHPHQWDJUHHPHQWVZHSDLGDQDJJUHJDWHDPRXQWRI PLOOLRQLQH[FKDQJHIRUWKHUHOHDVHDQGGLVFKDUJHRIDOOFODLPVDULVLQJIURPUHODWLQJWRFRQFHUQLQJRUZLWKUHVSHFWWRDOOKDUP LQMXULHVRUGDPDJHVDVVHUWHGRUWKDWPD\EHDVVHUWHGLQWKHIXWXUH

Credit Facility

2Q0DUFKZHHQWHUHGLQWRWKH&UHGLW)DFLOLW\ZKLFKSURYLGHVIRUDPLOOLRQ5HYROYLQJ)DFLOLW\DQGD7HUP /RDQ)DFLOLW\LQDQLQLWLDOSULQFLSDODPRXQWRIPLOOLRQHDFKPDWXULQJRQ0DUFK7KH5HYROYLQJ)DFLOLW\IXUWKHU SURYLGHVIRUDPLOOLRQVXEIDFLOLW\IRUWKHLVVXDQFHRIOHWWHUVRIFUHGLW

$VDSDUWRIWKHFORVLQJRIWKH&UHGLW)DFLOLW\RQ0DUFKZHLUHILQDQFHGDQGWHUPLQDWHGWKH3ULRU&UHGLW)DFLOLW\DQG LLILQDQFHGWKHUHGHPSWLRQRIDOORIWKHRXWVWDQGLQJ6HQLRU1RWHV

2Q0DUFKZHHQWHUHGLQWRWKH)LUVW$PHQGPHQWZKLFKUHSODFHV/,%25DVWKHUHIHUHQFHUDWHDSSOLFDEOHWRERUURZLQJV XQGHUWKH&UHGLW)DFLOLW\ZLWK$GMXVWHG7HUP62)5$IWHUJLYLQJHIIHFWWRWKH)LUVW$PHQGPHQWERUURZLQJVXQGHUWKH&UHGLW)DFLOLW\ EHDULQWHUHVWDWDUDWHHTXDOWRDWRXURSWLRQHLWKHUL$GMXVWHG7HUP62)5SOXVDPDUJLQUDQJLQJIURPWRRULLD





EDVHUDWHSOXVDPDUJLQUDQJLQJIURPWRLQHDFKFDVHGHSHQGLQJRQRXUFRQVROLGDWHGWRWDOQHWOHYHUDJHUDWLR,Q

DGGLWLRQDQXQXVHGIHHWKDWYDULHVDFFRUGLQJWRRXUFRQVROLGDWHGWRWDOQHWOHYHUDJHUDWLRUDQJLQJIURPWRLVSD\DEOH

TXDUWHUO\LQDUUHDUVEDVHGRQWKHDYHUDJHGDLO\XQGUDZQSRUWLRQRIWKHFRPPLWPHQWVLQUHVSHFWRIWKH5HYROYLQJ)DFLOLW\7KHLQWHUHVW

UDWHVDQGWKHXQXVHGOLQHIHHRQXQXVHGFRPPLWPHQWVUHODWHGWRWKH&UHGLW)DFLOLW\DUHEDVHGXSRQWKHIROORZLQJSULFLQJWLHUV
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2Q-DQXDU\ZHHQWHUHGLQWRWKH6HFRQG$PHQGPHQWZKLFKSURYLGHVIRUWKHLQFXUUHQFHRIPLOOLRQRI ,QFUHPHQWDO7HUP/RDQV6XFK,QFUHPHQWDO7HUP/RDQVDUHVWUXFWXUHGDVDQLQFUHDVHRIWKH7HUP/RDQ)DFLOLW\7KHPDWXULW\GDWHWKH



:HKDYHWKHDELOLW\WRLQFUHDVHWKHDPRXQWRIWKH&UHGLW)DFLOLW\ZKLFKPD\WDNHWKHIRUPRILQFUHDVHVWRWKH5HYROYLQJ)DFLOLW\ RUWKH7HUP/RDQ)DFLOLW\RUWKHLVVXDQFHRIRQHRUPRUHLQFUHPHQWDOWHUPORDQIDFLOLWLHVFROOHFWLYHO\WKH³,QFUHPHQWDO)DFLOLWLHV´ XSRQREWDLQLQJDGGLWLRQDOFRPPLWPHQWVIURPQHZRUH[LVWLQJOHQGHUVDQGWKHVDWLVIDFWLRQRIFXVWRPDU\FRQGLWLRQVSUHFHGHQWIRUVXFK

,QFUHPHQWDO)DFLOLWLHV6XFK,QFUHPHQWDO)DFLOLWLHVPD\QRWH[FHHGWKHVXPRILWKHJUHDWHURIPLOOLRQDQGDQDPRXQWHTXDOWR RIWKH&RQVROLGDWHG(%,7'$DVGHILQHGLQWKH&UHGLW)DFLOLW\DWWKHWLPHRIGHWHUPLQDWLRQWKH³,QFUHPHQWDO)L[HG%DVNHW´ DQGLLWKHDGGLWLRQDODPRXQWVWKDWZRXOGQRWFDXVHRXUFRQVROLGDWHGVHQLRUVHFXUHGQHWOHYHUDJHUDWLRWRH[FHHGWRWKH ³,QFUHPHQWDO5DWLR%DVNHW´7KH,QFUHPHQWDO7HUP/RDQVZHUHLQFXUUHGLQUHOLDQFHRQWKH,QFUHPHQWDO5DWLR%DVNHWOHDYLQJWKHIXOO DPRXQWRIWKH,QFUHPHQWDO)L[HG%DVNHWDYDLODEOHIRUDQ\IXWXUH,QFUHPHQWDO)DFLOLWLHV

6XEMHFWWRFHUWDLQH[FHSWLRQVVXEVWDQWLDOO\DOORIRXUH[LVWLQJDQGVXEVHTXHQWO\DFTXLUHGRURUJDQL]HGGLUHFWRULQGLUHFWZKROO\

RZQHG86VXEVLGLDULHVDUHUHTXLUHGWRJXDUDQWHHWKHUHSD\PHQWRIRXUREOLJDWLRQVXQGHUWKH&UHGLW)DFLOLW\:HDQGVXFKJXDUDQWRU

VXEVLGLDULHVKDYHJUDQWHGDVHFXULW\LQWHUHVWLQVXEVWDQWLDOO\DOOSHUVRQDOSURSHUW\DVVHWVDVFROODWHUDOIRUWKHREOLJDWLRQVXQGHUWKH

&UHGLW)DFLOLW\

7KH&UHGLW)DFLOLW\FRQWDLQVFXVWRPDU\UHSUHVHQWDWLRQVDQGDIILUPDWLYHDQGQHJDWLYHFRYHQDQWVLQFOXGLQJOLPLWDWLRQVRQRXU DELOLW\DQGRXUVXEVLGLDULHV¶

RXWVWDQGLQJORDQVXQGHUWKH&UHGLW)DFLOLW\PD\EHDFFHOHUDWHGWKHOHQGHUV¶FRPPLWPHQWVWHUPLQDWHGDQGRUWKHOHQGHUVPD\H[HUFLVH FROODWHUDOUHPHGLHV$W'HFHPEHUZHZHUHLQFRPSOLDQFHZLWKDOOILQDQFLDOFRYHQDQWV

'XULQJWKH\HDUHQGHG'HFHPEHUZHERUURZHGPLOOLRQRQWKH5HYROYLQJ)DFLOLW\DQGUHSDLGPLOOLRQRIWKH EDODQFHRXWVWDQGLQJ'XULQJWKH\HDUHQGHG'HFHPEHUZHUHSDLGPLOOLRQRIWKHEDODQFHRXWVWDQGLQJRQWKH5HYROYLQJ )DFLOLW\:HKDGPLOOLRQRIDYDLODELOLW\XQGHUWKH5HYROYLQJ)DFLOLW\DQGKDGVWDQGE\OHWWHUVRIFUHGLWRXWVWDQGLQJRI PLOOLRQUHODWHGWRVHFXULW\IRUWKHSD\PHQWRIFODLPVUHTXLUHGE\RXUZRUNHUV¶FRPSHQVDWLRQLQVXUDQFHSURJUDPDW'HFHPEHU
Senior Notes

5.500% Senior Notes due 2028

2Q-XQHZHLVVXHGPLOOLRQRI6HQLRU1RWHVGXHWKH³6HQLRU1RWHV´7KH6HQLRU 1RWHVPDWXUHRQ-XO\DQGEHDULQWHUHVWDWDUDWHRISHUDQQXPSD\DEOHVHPLDQQXDOO\LQDUUHDUVRQ-DQXDU\DQG-XO\ RIHDFK\HDUFRPPHQFLQJRQ-DQXDU\








5.000% Senior Notes due 2029

2Q2FWREHUZHLVVXHGPLOOLRQRI6HQLRU1RWHVGXHWKH³6HQLRU1RWHV´7KH 6HQLRU1RWHVPDWXUHRQ$SULODQGEHDULQWHUHVWDWDUDWHRISHUDQQXPSD\DEOHVHPLDQQXDOO\LQDUUHDUVRQ$SULO DQG2FWREHURIHDFK\HDUFRPPHQFLQJRQ$SULO

7KHLQGHQWXUHVJRYHUQLQJWKH6HQLRU1RWHVDQGWKH6HQLRU1RWHVWRJHWKHUWKH³6HQLRU1RWHV´FRQWDLQ FRYHQDQWVWKDWDPRQJRWKHUWKLQJVOLPLWRXUDELOLW\DQGWKHDELOLW\RIRXUUHVWULFWHGVXEVLGLDULHVWRLSD\GLYLGHQGVUHGHHPVWRFNRU PDNHRWKHUGLVWULEXWLRQVRULQYHVWPHQWVLLLQFXUDGGLWLRQDOGHEWRULVVXHFHUWDLQSUHIHUUHGVWRFNLLLWUDQVIHURUVHOODVVHWVLY HQJDJHLQFHUWDLQWUDQVDFWLRQVZLWKDIILOLDWHVYFUHDWHUHVWULFWLRQVRQGLYLGHQGVRURWKHUSD\PHQWVE\WKHUHVWULFWHGVXEVLGLDULHVYL PHUJHFRQVROLGDWHRUVHOOVXEVWDQWLDOO\DOORIRXUDVVHWVDQGYLLFUHDWHOLHQVRQDVVHWV

7KH6HQLRU1RWHVLVVXHGE\XVDUHJXDUDQWHHGE\HDFKRIRXUVXEVLGLDULHVWKDWJXDUDQWHHGRXUREOLJDWLRQVXQGHUWKH&UHGLW )DFLOLW\7KHJXDUDQWHHVDUHIXOODQGXQFRQGLWLRQDODQGMRLQWDQGVHYHUDO


:HPD\UHGHHPWKH6HQLRU1RWHVDWRXURSWLRQLQZKROHRUSDUWDWWKHGDWHVDQGDPRXQWVVHWIRUWKLQWKHLQGHQWXUHV

5.625% Senior Notes due 2023

2Q)HEUXDU\ZHLVVXHGPLOOLRQRIWKH6HQLRU1RWHV2Q6HSWHPEHUZHLVVXHGPLOOLRQ

RIDGGLWLRQDO6HQLRU1RWHV7KHDGGLWLRQDOQRWHVIRUPHGDVLQJOHFODVVRIGHEWVHFXULWLHVZLWKWKH6HQLRU1RWHVLVVXHG

LQ)HEUXDU\*LYLQJHIIHFWWRWKLVLVVXDQFHZHKDGRXWVWDQGLQJDQDJJUHJDWHRIPLOOLRQRIWKH6HQLRU1RWHV7KH 6HQLRU1RWHVZHUHWRPDWXUHRQ)HEUXDU\DQGEHDULQWHUHVWDWDUDWHRISHUDQQXPSD\DEOHVHPLDQQXDOO\LQ DUUHDUVRQ)HEUXDU\DQG$XJXVWRIHDFK\HDU2Q0DUFKZHUHGHHPHGWKH6HQLRU1RWHV

6.500% Senior Notes due 2024

2Q)HEUXDU\ZHLVVXHGPLOOLRQRIWKH6HQLRU1RWHV7KH6HQLRU1RWHVZHUHWRPDWXUHRQ 0DUFKDQGEHDULQWHUHVWDWDUDWHRISHUDQQXPSD\DEOHVHPLDQQXDOO\LQDUUHDUVRQ0DUFKDQG6HSWHPEHURIHDFK \HDUEHJLQQLQJRQ6HSWHPEHU2Q0DUFKZHUHGHHPHGWKH6HQLRU1RWHV

Redemption of 5.625% Senior Notes and 6.500% Senior Notes

2Q-DQXDU\ZHLVVXHGFRQGLWLRQDOQRWLFHVRIIXOOUHGHPSWLRQSURYLGLQJIRUWKHUHGHPSWLRQLQIXOORIPLOOLRQRI WKH6HQLRU1RWHVDQGPLOOLRQRIWKH6HQLRU1RWHVWRWKHKROGHUVRIVXFKQRWHV

2Q0DUFKZHVDWLVILHGDQGGLVFKDUJHGWKHLQGHQWXUHVJRYHUQLQJWKH6HQLRU1RWHV,QFRQQHFWLRQZLWKWKH UHGHPSWLRQRIWKH6HQLRU1RWHVZHUHFRUGHGGHEWH[WLQJXLVKPHQWFRVWVRIPLOOLRQLQFOXGLQJPLOOLRQFDVKSDLGIRU EUHDNDJHFRVWVDQGWKHZULWHRIIRIGHIHUUHGILQDQFLQJFRVWVRIPLOOLRQLQWKHFRQVROLGDWHGVWDWHPHQWRIRSHUDWLRQV

2Q0DUFKZHVDWLVILHGDQGGLVFKDUJHGWKHLQGHQWXUHVJRYHUQLQJWKH6HQLRU1RWHV,QFRQQHFWLRQZLWKWKH UHGHPSWLRQRIWKH6HQLRU1RWHVZHUHFRUGHGGHEWH[WLQJXLVKPHQWFRVWVRIPLOOLRQLQFOXGLQJWKHZULWHRIIRIGHIHUUHG ILQDQFLQJDQGSUHPLXPVFRVWVLQWKHFRQVROLGDWHGVWDWHPHQWRIRSHUDWLRQV

Other long-term debt

'XULQJWKH\HDUHQGHG'HFHPEHUZHUHSDLGRWKHUORQJWHUPGHEWRIPLOOLRQZKLFKLVUHIOHFWHGLQILQDQFLQJ

DFWLYLWLHVLQWKHFRQVROLGDWHGVWDWHPHQWRIFDVKIORZV

6XSSOHPHQWDO*XDUDQWRU)LQDQFLDO,QIRUPDWLRQ
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	5HYHQXH
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	/RVVIURPFRQWLQXLQJRSHUDWLRQVEHIRUHLQFRPHWD[HV
	
	
	
	
	
	
	
	
	
	
	

	
	1HWORVV
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	1HWORVVDWWULEXWDEOHWR$FDGLD+HDOWKFDUH&RPSDQ\,QF
	
	
	
	
	
	
	
	
	
	
	

	&RQWUDFWXDO2EOLJDWLRQV
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	7KHIROORZLQJWDEOHSUHVHQWVDVXPPDU\RIFRQWUDFWXDOREOLJDWLRQVGROODUVLQWKRXVDQGV
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	3D\PHQWV'XHE\3HULRG
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	2SHUDWLQJOHDVHOLDELOLWLHVE
	
	 
	
	  
	  
	  
	  
	
	
	

	)LQDQFHOHDVHOLDELOLWLHV
	
	 
	
	  
	  
	  
	  
	
	
	

	7RWDOREOLJDWLRQVDQGFRPPLWPHQWV
	
	
	
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	




D	$PRXQWVLQFOXGHUHTXLUHGSULQFLSDODQGLQWHUHVWSD\PHQWV7KHSURMHFWHGLQWHUHVWSD\PHQWVUHIOHFWLQWHUHVWUDWHVLQSODFHRQRXU YDULDEOHUDWHGHEWDW'HFHPEHU
E	$PRXQWVH[FOXGHYDULDEOHFRPSRQHQWVRIOHDVHSD\PHQWV

2II%DODQFH6KHHW$UUDQJHPHQWV

$W'HFHPEHUZHKDGVWDQGE\OHWWHUVRIFUHGLWRXWVWDQGLQJRIPLOOLRQUHODWHGWRVHFXULW\IRUWKHSD\PHQWRIFODLPV

DVUHTXLUHGE\RXUZRUNHUV¶FRPSHQVDWLRQLQVXUDQFHSURJUDP

0DUNHW5LVN

2XULQWHUHVWH[SHQVHLVVHQVLWLYHWRFKDQJHVLQPDUNHWLQWHUHVWUDWHV2XUORQJWHUPGHEWRXWVWDQGLQJDW'HFHPEHUZDV FRPSRVHGRIPLOOLRQRIIL[HGUDWHGHEWDQGPLOOLRQRIYDULDEOHUDWHGHEWZLWKLQWHUHVWEDVHGRQ$GMXVWHG7HUP62)5 SOXVDQDSSOLFDEOHPDUJLQ%DVHGRQRXUERUURZLQJOHYHODW'HFHPEHUDK\SRWKHWLFDOLQFUHDVHLQLQWHUHVWUDWHVZRXOG GHFUHDVHRXUSUHWD[LQFRPHRQDQDQQXDOEDVLVE\DSSUR[LPDWHO\PLOOLRQ

















&ULWLFDO$FFRXQWLQJ3ROLFLHV



Revenue and Accounts Receivable

2XUUHYHQXHLVSULPDULO\GHULYHGIURPVHUYLFHVUHQGHUHGWRSDWLHQWVIRULQSDWLHQWSV\FKLDWULFDQGVXEVWDQFHDEXVHFDUHRXWSDWLHQW



:HGHULYHDVLJQLILFDQWSRUWLRQRIRXUUHYHQXHIURP0HGLFDUH0HGLFDLGDQGRWKHUSD\RUVWKDWUHFHLYHGLVFRXQWVIURP HVWDEOLVKHGELOOLQJUDWHV7KH0HGLFDUHDQG0HGLFDLGUHJXODWLRQVDQGYDULRXVPDQDJHGFDUHFRQWUDFWVXQGHUZKLFKWKHVHGLVFRXQWV PXVWEHFDOFXODWHGDUHFRPSOH[VXEMHFWWRLQWHUSUHWDWLRQDQGDGMXVWPHQWDQGPD\LQFOXGHPXOWLSOHUHLPEXUVHPHQWPHFKDQLVPVIRU GLIIHUHQWW\SHVRIVHUYLFHVSURYLGHGLQWKH&RPSDQ\¶VLQSDWLHQWIDFLOLWLHVDQGFRVWVHWWOHPHQWSURYLVLRQV0DQDJHPHQWHVWLPDWHVWKH WUDQVDFWLRQSULFHRQDSD\RUVSHFLILFEDVLVJLYHQLWVLQWHUSUHWDWLRQRIWKHDSSOLFDEOHUHJXODWLRQVRUFRQWUDFWWHUPV7KHVHUYLFHV

DXWKRUL]HGDQGSURYLGHGDQGUHODWHGUHLPEXUVHPHQWDUHRIWHQVXEMHFWWRLQWHUSUHWDWLRQWKDWFRXOGUHVXOWLQSD\PHQWVWKDWGLIIHUIURPRXU HVWLPDWHV$GGLWLRQDOO\XSGDWHGUHJXODWLRQVDQGFRQWUDFWUHQHJRWLDWLRQVRFFXUIUHTXHQWO\QHFHVVLWDWLQJUHJXODUUHYLHZDQGDVVHVVPHQW RIWKHHVWLPDWLRQSURFHVVE\PDQDJHPHQW
6HWWOHPHQWVXQGHUFRVWUHLPEXUVHPHQWDJUHHPHQWVZLWKWKLUGSDUW\SD\RUVDUHHVWLPDWHGDQGUHFRUGHGLQWKHSHULRGLQZKLFKWKH

UHODWHGVHUYLFHVDUHUHQGHUHGDQGDUHDGMXVWHGLQIXWXUHSHULRGVDVILQDOVHWWOHPHQWVDUHGHWHUPLQHG)LQDOGHWHUPLQDWLRQRIDPRXQWV

HDUQHGXQGHUWKH0HGLFDUHDQG0HGLFDLGSURJUDPVRIWHQRFFXUVLQVXEVHTXHQW\HDUVEHFDXVHRIDXGLWVE\VXFKSURJUDPVULJKWVRI

DSSHDODQGWKHDSSOLFDWLRQRIQXPHURXVWHFKQLFDOSURYLVLRQV,QWKHRSLQLRQRIPDQDJHPHQWDGHTXDWHSURYLVLRQKDVEHHQPDGHIRUDQ\

DGMXVWPHQWVDQGILQDOVHWWOHPHQWV+RZHYHUWKHUHFDQEHQRDVVXUDQFHWKDWDQ\VXFKDGMXVWPHQWVDQGILQDOVHWWOHPHQWVZLOOQRWKDYHD

PDWHULDOHIIHFWRQWKH&RPSDQ\¶VILQDQFLDOFRQGLWLRQRUUHVXOWVRIRSHUDWLRQV2XUFRVWUHSRUWSD\DEOHVZHUHPLOOLRQDQG

PLOOLRQDVRI'HFHPEHUDQGUHVSHFWLYHO\DQGZHUHLQFOXGHGLQRWKHUFXUUHQWOLDELOLWLHVRQWKHFRQVROLGDWHGEDODQFH

VKHHW7KHQHWDGMXVWPHQWVWRHVWLPDWHGFRVWUHSRUWVHWWOHPHQWVUHVXOWHGLQDQLQFUHDVHWRUHYHQXHRIPLOOLRQDQGPLOOLRQIRU

WKH\HDUVHQGHG'HFHPEHUDQGFRPSDUHGWRDGHFUHDVHWRUHYHQXHRIPLOOLRQIRUWKH\HDUHQGHG'HFHPEHU


7KHIROORZLQJWDEOHSUHVHQWVUHYHQXHE\SD\RUW\SHDQGDVDSHUFHQWDJHRIUHYHQXHIRUFRQWLQXLQJRSHUDWLRQVIRUWKH\HDUVHQGHG

'HFHPEHUDQGLQWKRXVDQGV

	
	
	
	
	
	
	
	<HDU(QGHG'HFHPEHU
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	 
	
	
	
	
	 
	
	
	
	
	
	

	
	
	
	$PRXQW
	
	
	
	 
	
	$PRXQW   
	
	 
	
	$PRXQW   
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	&RPPHUFLDO
	 
	
	
	
	 
	  
	 
	  
	
	

	0HGLFDUH
	 
	
	
	
	 
	  
	 
	  
	
	

	0HGLFDLG
	 
	
	
	
	 
	  
	 
	  
	
	

	6HOI3D\
	 
	
	
	
	 
	  
	 
	  
	
	

	2WKHU
	 
	
	
	
	 
	  
	 
	  
	
	

	5HYHQXH
	
	
	
	 
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	           
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


















7KHIROORZLQJWDEOHVSUHVHQWDVXPPDU\RIRXUDJLQJRIDFFRXQWVUHFHLYDEOHDW'HFHPEHUDQG

'HFHPEHU
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	'HFHPEHU
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Insurance






2XUVWDWXWRU\ZRUNHUV¶FRPSHQVDWLRQSURJUDPLVIXOO\LQVXUHGZLWKDPLOOLRQGHGXFWLEOHSHUDFFLGHQW7KHZRUNHUV¶ FRPSHQVDWLRQOLDELOLW\ZDVPLOOLRQDW'HFHPEHURIZKLFKPLOOLRQZDVLQFOXGHGLQDFFUXHGVDODULHVDQGEHQHILWV DQGPLOOLRQZDVLQFOXGHGLQRWKHUORQJWHUPOLDELOLWLHVDQGVXFKOLDELOLW\ZDVPLOOLRQDW'HFHPEHURIZKLFK PLOOLRQZDVLQFOXGHGLQDFFUXHGVDODULHVDQGEHQHILWVDQGPLOOLRQZDVLQFOXGHGLQRWKHUORQJWHUPOLDELOLWLHV7KHUHVHUYH IRUZRUNHUVFRPSHQVDWLRQFODLPVZDVEDVHGXSRQLQGHSHQGHQWDFWXDULDOHVWLPDWHVRIIXWXUHDPRXQWVWKDWZLOOEHSDLGWRFODLPDQWV 0DQDJHPHQWEHOLHYHVWKDWDGHTXDWHSURYLVLRQVKDYHEHHQPDGHIRUZRUNHUV¶FRPSHQVDWLRQDQGSURIHVVLRQDODQGJHQHUDOOLDELOLW\ULVN H[SRVXUHV

Property and Equipment and Other Long-Lived Assets










FRQGHQVHGFRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQV'XULQJWKHVHFRQGTXDUWHURIZHRSHQHGDEHGUHSODFHPHQWIDFLOLW\LQ 3HQQV\OYDQLDDQGUHFRUGHGDQRQFDVKSURSHUW\LPSDLUPHQWFKDUJHRIPLOOLRQIRUWKHH[LVWLQJIDFLOLW\$GGLWLRQDOO\GXULQJWKH WKLUGTXDUWHURIZHUHFRUGHGDPLOOLRQQRQFDVKSURSHUW\LPSDLUPHQWFKDUJHIRURQHIDFLOLW\LQ/RXLVLDQDUHVXOWLQJIURP KXUULFDQHGDPDJH

:HSHUIRUPHGDQLPSDLUPHQWUHYLHZRIORQJOLYHGDVVHWVLQWKHIRXUWKTXDUWHURIDQGDQGUHFRUGHGQR LPSDLUPHQW

Goodwill and Indefinite-Lived Intangible Assets

2XUJRRGZLOODQGRWKHULQGHILQLWHOLYHGLQWDQJLEOHDVVHWVZKLFKFRQVLVWRIOLFHQVHVDQGDFFUHGLWDWLRQVWUDGHQDPHVDQG FHUWLILFDWHVRIQHHGLQWDQJLEOHDVVHWVWKDWDUHQRWDPRUWL]HGDUHHYDOXDWHGIRULPSDLUPHQWDQQXDOO\GXULQJWKHIRXUWKTXDUWHURUPRUH IUHTXHQWO\LIHYHQWVLQGLFDWHWKHFDUU\LQJYDOXHRIDUHSRUWLQJXQLWPD\QRWEHUHFRYHUDEOH

$VRIRXUDQQXDOLPSDLUPHQWWHVWVRQ2FWREHU2FWREHUDQG2FWREHUZHKDGRQHUHSRUWLQJXQLW EHKDYLRUDOKHDOWKFDUHVHUYLFHV7KHIDLUYDOXHRIRXUEHKDYLRUDOKHDOWKFDUHVHUYLFHVUHSRUWLQJXQLWVXEVWDQWLDOO\H[FHHGHGLWVFDUU\LQJ YDOXHDQGWKHUHIRUHQRLPSDLUPHQWZDVUHFRUGHG



Income Taxes

:HXVHWKHDVVHWDQGOLDELOLW\PHWKRGRIDFFRXQWLQJIRULQFRPHWD[HV8QGHUWKLVPHWKRGGHIHUUHGLQFRPHWD[HVUHIOHFWWKHQHW

WD[HIIHFWVRIWHPSRUDU\GLIIHUHQFHVEHWZHHQWKHFDUU\LQJDPRXQWVRIDVVHWVDQGOLDELOLWLHVIRUILQDQFLDOUHSRUWLQJSXUSRVHVDQGWKH DPRXQWVXVHGIRULQFRPHWD[SXUSRVHVDQGQHWRSHUDWLQJORVVDQGWD[FUHGLWFDUU\IRUZDUGV7KHDPRXQWRIGHIHUUHGWD[HVRQWKHVH WHPSRUDU\GLIIHUHQFHVLVGHWHUPLQHGXVLQJWKHWD[UDWHVWKDWDUHH[SHFWHGWRDSSO\LQWKHSHULRGZKHQWKHDVVHWLVUHDOL]HGRUWKH OLDELOLW\LVVHWWOHGDVDSSOLFDEOHEDVHGRQWD[UDWHVDQGODZVLQWKHUHVSHFWLYHWD[MXULVGLFWLRQHQDFWHGDVRIWKHEDODQFHVKHHWGDWH

:HUHYLHZRXUGHIHUUHGWD[DVVHWVIRUUHFRYHUDELOLW\DQGHVWDEOLVKDYDOXDWLRQDOORZDQFHEDVHGRQKLVWRULFDOWD[DEOHLQFRPH SURMHFWHGIXWXUHWD[DEOHLQFRPHDSSOLFDEOHWD[VWUDWHJLHVDQGWKHH[SHFWHGWLPLQJRIWKHUHYHUVDOVRIH[LVWLQJWHPSRUDU\GLIIHUHQFHV $YDOXDWLRQDOORZDQFHLVSURYLGHGZKHQLWLVPRUHOLNHO\WKDQQRWWKDWVRPHSRUWLRQRUDOORIWKHGHIHUUHGWD[DVVHWVZLOOQRWEH UHDOL]HG

:HUHSRUWDOLDELOLW\IRUXQUHFRJQL]HGWD[EHQHILWVUHVXOWLQJIURPXQFHUWDLQWD[SRVLWLRQVWDNHQRUH[SHFWHGWREHWDNHQLQDWD[ UHWXUQ:HUHFRJQL]HLQWHUHVWDQGSHQDOWLHVLIDQ\UHODWHGWRXQUHFRJQL]HGWD[EHQHILWVLQLQFRPHWD[H[SHQVH
:HKDYHDFFUXDOVIRUWD[HVDQGDVVRFLDWHGLQWHUHVWWKDWPD\EHFRPHSD\DEOHLQIXWXUH\HDUVDVDUHVXOWRIDXGLWVE\WD[

DXWKRULWLHV:HDFFUXHIRUWD[FRQWLQJHQFLHVZKHQLWLVPRUHOLNHO\WKDQQRWWKDWDOLDELOLW\WRDWD[LQJDXWKRULW\KDVEHHQLQFXUUHGDQG

WKHDPRXQWRIWKHFRQWLQJHQF\FDQEHUHDVRQDEO\HVWLPDWHG$OWKRXJKPDQDJHPHQWEHOLHYHVWKDWWKHSRVLWLRQVWDNHQRQSUHYLRXVO\ ILOHGWD[UHWXUQVDUHUHDVRQDEOHZHQHYHUWKHOHVVKDYHHVWDEOLVKHGWD[DQGLQWHUHVWUHVHUYHVLQUHFRJQLWLRQWKDWYDULRXVWD[LQJDXWKRULWLHV PD\FKDOOHQJHWKHSRVLWLRQVWDNHQE\XVUHVXOWLQJLQDGGLWLRQDOOLDELOLWLHVIRUWD[HVDQGLQWHUHVW7KHVHDPRXQWVDUHUHYLHZHGDV FLUFXPVWDQFHVZDUUDQWDQGDGMXVWHGDVHYHQWVRFFXUWKDWDIIHFWRXUSRWHQWLDOOLDELOLW\IRUDGGLWLRQDOWD[HVVXFKDVODSVLQJRIDSSOLFDEOH

VWDWXWHVRIOLPLWDWLRQVFRQFOXVLRQRIWD[DXGLWVDGGLWLRQDOH[SRVXUHEDVHGRQFXUUHQWFDOFXODWLRQVLGHQWLILFDWLRQRIQHZLVVXHVUHOHDVH

RIDGPLQLVWUDWLYHJXLGDQFHRUUHQGHULQJRIDFRXUWGHFLVLRQDIIHFWLQJDSDUWLFXODUWD[LVVXH

,WHP$4XDQWLWDWLYHDQG4XDOLWDWLYH'LVFORVXUHV$ERXW0DUNHW5LVN

,QIRUPDWLRQZLWKUHVSHFWWRWKLV,WHPLVSURYLGHGXQGHUWKHFDSWLRQ³0DUNHW5LVN´XQGHU³,WHP0DQDJHPHQW¶V'LVFXVVLRQDQG $QDO\VLVRI)LQDQFLDO&RQGLWLRQDQG5HVXOWVRI2SHUDWLRQV´









,WHP)LQDQFLDO6WDWHPHQWVDQG6XSSOHPHQWDU\'DWD

,QIRUPDWLRQZLWKUHVSHFWWRWKLV,WHPLVFRQWDLQHGLQRXUFRQVROLGDWHGILQDQFLDOVWDWHPHQWVEHJLQQLQJRQ3DJH)RIWKLV$QQXDO 5HSRUWRQ)RUP.

,WHP&KDQJHVLQDQG'LVDJUHHPHQWVZLWK$FFRXQWDQWVRQ$FFRXQWLQJDQG)LQDQFLDO'LVFORVXUH

1RQH

,WHP$&RQWUROVDQG3URFHGXUHV

(YDOXDWLRQRI'LVFORVXUH&RQWUROVDQG3URFHGXUHV

$VRIWKHHQGRIWKHSHULRGFRYHUHGE\WKLVUHSRUWRXUPDQDJHPHQWFRQGXFWHGDQHYDOXDWLRQZLWKWKHSDUWLFLSDWLRQRIRXUFKLHI H[HFXWLYHRIILFHUDQGFKLHIILQDQFLDORIILFHURIWKHHIIHFWLYHQHVVRIRXUGLVFORVXUHFRQWUROVDQGSURFHGXUHVDVGHILQHGLQ5XOHVD HDQGGHXQGHUWKH6HFXULWLHV([FKDQJH$FWRIDVDPHQGHGWKH³([FKDQJH$FW´%DVHGRQWKLVHYDOXDWLRQRXU

FKLHIH[HFXWLYHRIILFHUDQGFKLHIILQDQFLDORIILFHUKDYHFRQFOXGHGWKDWRXUGLVFORVXUHFRQWUROVDQGSURFHGXUHVDUHHIIHFWLYHWRHQVXUH WKDWLQIRUPDWLRQUHTXLUHGWREHGLVFORVHGE\XVLQWKHUHSRUWVWKDWZHILOHRUVXEPLWXQGHUWKH([FKDQJH$FWLVUHFRUGHGSURFHVVHG VXPPDUL]HGDQGUHSRUWHGZLWKLQWKHWLPHSHULRGVVSHFLILHGLQWKH6(&¶VUXOHVDQGIRUPVDQGWKDWVXFKLQIRUPDWLRQLVDFFXPXODWHGDQG
FRPPXQLFDWHGWRPDQDJHPHQWLQFOXGLQJRXUFKLHIH[HFXWLYHRIILFHUDQGFKLHIILQDQFLDORIILFHUDVDSSURSULDWHWRDOORZWLPHO\ GHFLVLRQVUHJDUGLQJUHTXLUHGGLVFORVXUH

5HSRUWVRQ,QWHUQDO&RQWURO2YHU)LQDQFLDO5HSRUWLQJ

3XUVXDQWWR6HFWLRQRIWKH6DUEDQHV2[OH\$FWRIZHKDYHLQFOXGHGDUHSRUWRIPDQDJHPHQW¶VDVVHVVPHQWRIWKH

GHVLJQDQGRSHUDWLQJHIIHFWLYHQHVVRIRXULQWHUQDOFRQWUROVDVSDUWRIWKLVUHSRUW2XULQGHSHQGHQWUHJLVWHUHGSXEOLFDFFRXQWLQJILUP

DOVRUHSRUWHGRQWKHHIIHFWLYHQHVVRILQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJ0DQDJHPHQW¶VUHSRUWDQGWKHLQGHSHQGHQWUHJLVWHUHG

SXEOLFDFFRXQWLQJILUP¶VUHSRUWDUHLQFOXGHGLQRXUFRQVROLGDWHGILQDQFLDOVWDWHPHQWVEHJLQQLQJRQSDJH)RIWKLVUHSRUWXQGHUWKH FDSWLRQVHQWLWOHG³0DQDJHPHQW¶V5HSRUWRQ,QWHUQDO&RQWURO2YHU)LQDQFLDO5HSRUWLQJ´DQG³5HSRUWRI,QGHSHQGHQW5HJLVWHUHG3XEOLF $FFRXQWLQJ)LUP´

&KDQJHVLQ,QWHUQDO&RQWURO2YHU)LQDQFLDO5HSRUWLQJ

7KHUHKDYHEHHQQRFKDQJHVLQRXULQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJGXULQJWKHTXDUWHUHQGHG'HFHPEHUWKDW

KDYHPDWHULDOO\DIIHFWHGRUDUHUHDVRQDEO\OLNHO\WRPDWHULDOO\DIIHFWRXULQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJ

,WHP%2WKHU,QIRUPDWLRQ

)URPWLPHWRWLPHFHUWDLQRIRXUH[HFXWLYHRIILFHUVDQGGLUHFWRUVPD\HQWHULQWRDPHQGRUWHUPLQDWHZULWWHQWUDGLQJ DUUDQJHPHQWVSXUVXDQWWR5XOHERIWKH6HFXULWLHV([FKDQJH$FWRIRURWKHUZLVH'XULQJWKHWKUHHPRQWKVHQGHG'HFHPEHU QRQHRIWKH&RPSDQ\¶VGLUHFWRUVRURIILFHUVDGRSWHGRUWHUPLQDWHGDQ\5XOHEWUDGLQJDUUDQJHPHQWRUQRQ5XOHE WUDGLQJDUUDQJHPHQWDVVXFKWHUPVDUHGHILQHGLQ,WHPRI5HJXODWLRQ6.

,WHP&'LVFORVXUH5HJDUGLQJ)RUHLJQ-XULVGLFWLRQVWKDW3UHYHQW,QVSHFWLRQV

1RWDSSOLFDEOH

























3$57,,,

,WHP'LUHFWRUV([HFXWLYH2IILFHUVDQG&RUSRUDWH*RYHUQDQFH 'LUHFWRUV
7KHLQIRUPDWLRQZLWKUHVSHFWWRRXUGLUHFWRUVVHWIRUWKXQGHUWKHFDSWLRQ³(OHFWLRQRI'LUHFWRUV´LQRXU'HILQLWLYH3UR[\ 6WDWHPHQWIRUWKH$QQXDO0HHWLQJRI6WRFNKROGHUVWREHKHOG0D\LVLQFRUSRUDWHGKHUHLQE\UHIHUHQFH

$XGLWDQG5LVN&RPPLWWHH

7KHLQIRUPDWLRQZLWKUHVSHFWWRRXU$XGLWDQG5LVN&RPPLWWHHDQGRXUDXGLWFRPPLWWHHILQDQFLDOH[SHUWVVHUYLQJRQWKH$XGLW DQG5LVN&RPPLWWHHVHWIRUWKXQGHUWKHFDSWLRQ³&RUSRUDWH*RYHUQDQFH±&RPPLWWHHVRIWKH%RDUGRI'LUHFWRUV±$XGLWDQG5LVN &RPPLWWHH´LQRXU'HILQLWLYH3UR[\6WDWHPHQWIRUWKH$QQXDO0HHWLQJRI6WRFNKROGHUVWREHKHOG0D\LVLQFRUSRUDWHGKHUHLQ E\UHIHUHQFH

([HFXWLYH2IILFHUV

7KHLQIRUPDWLRQZLWKUHVSHFWWRRXUH[HFXWLYHRIILFHUVVHWIRUWKXQGHUWKHFDSWLRQ³0DQDJHPHQW±([HFXWLYH2IILFHUV´LQRXU 'HILQLWLYH3UR[\6WDWHPHQWIRUWKH$QQXDO0HHWLQJRI6WRFNKROGHUVWREHKHOG0D\LVLQFRUSRUDWHGKHUHLQE\UHIHUHQFH
6HFWLRQD&RPSOLDQFH

7KHLQIRUPDWLRQZLWKUHVSHFWWRFRPSOLDQFHZLWK6HFWLRQDRIWKH([FKDQJH$FWVHWIRUWKXQGHUWKHFDSWLRQ³6HFXULW\ 2ZQHUVKLSRI&HUWDLQ%HQHILFLDO2ZQHUVDQG0DQDJHPHQW 'HOLQTXHQW6HFWLRQD5HSRUWV´LQRXU'HILQLWLYH3UR[\6WDWHPHQW IRUWKH$QQXDO0HHWLQJRI6WRFNKROGHUVWREHKHOG0D\LVLQFRUSRUDWHGKHUHLQE\UHIHUHQFH

6WRFNKROGHU1RPLQHHV

7KHLQIRUPDWLRQZLWKUHVSHFWWRWKHSURFHGXUHVE\ZKLFKVWRFNKROGHUVPD\UHFRPPHQGQRPLQHHVWRWKHERDUGRIGLUHFWRUVVHW IRUWKXQGHUWKHFDSWLRQ³&RUSRUDWH*RYHUQDQFH±1RPLQDWLRQRI'LUHFWRUV±1RPLQDWLRQVE\2XU6WRFNKROGHUV´LQRXU'HILQLWLYH 3UR[\6WDWHPHQWIRUWKH$QQXDO0HHWLQJRI6WRFNKROGHUVWREHKHOG0D\LVLQFRUSRUDWHGKHUHLQE\UHIHUHQFH

&RUSRUDWH*RYHUQDQFH'RFXPHQWV
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	$FDGLD+HDOWKFDUH&RPSDQ\,QF<RXWKDQG)DPLO\&HQWHUHG6HUYLFHVRI1HZ0H[LFR,QFGED'HVHUW+LOOVDQG
	
	

	
	
	$OLVRQ(QGLFRWW4XLxRQHVDV*XDUGLDQ$G/LWHP]
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	6XEVLGLDULHVRIWKH&RPSDQ\
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	/LVWRI6XEVLGLDU\*XDUDQWRUVDQG,VVXHUVRI*XDUDQWHHG6HFXULWLHV
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	&RQVHQWRI,QGHSHQGHQW5HJLVWHUHG3XEOLF$FFRXQWLQJ)LUP
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	5XOHDD&HUWLILFDWLRQRIWKH&KLHI([HFXWLYH2IILFHURIWKH&RPSDQ\SXUVXDQWWR6HFWLRQRIWKH6DUEDQHV
	

	
	
	2[OH\$FWRI
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	5XOHDD&HUWLILFDWLRQRIWKH&KLHI)LQDQFLDO2IILFHURIWKH&RPSDQ\SXUVXDQWWR6HFWLRQRIWKH6DUEDQHV
	

	
	
	2[OH\$FWRI
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	6HFWLRQ&HUWLILFDWLRQRI&KLHI([HFXWLYH2IILFHURIWKH&RPSDQ\SXUVXDQWWR6HFWLRQRIWKH6DUEDQHV
	

	
	
	2[OH\$FWRI
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	6HFWLRQ&HUWLILFDWLRQRI&KLHI)LQDQFLDO2IILFHURIWKH&RPSDQ\SXUVXDQWWR6HFWLRQRIWKH6DUEDQHV2[OH\
	

	
	
	$FWRI
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	$FDGLD+HDOWKFDUH&RPSDQ\,QF3ROLF\5HJDUGLQJWKH0DQGDWRU\5HFRYHU\RI&RPSHQVDWLRQ
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	,16
	,QOLQH;%5/,QVWDQFH'RFXPHQWWKHLQVWDQFHGRFXPHQWGRHVQRWDSSHDULQWKH,QWHUDFWLYH'DWD)LOHEHFDXVHLWV
	

	
	
	;%5/WDJVDUHHPEHGGHGZLWKLQWKH,QOLQH;%5/GRFXPHQW
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	6&+
	,QOLQH;%5/7D[RQRP\([WHQVLRQ6FKHPDZLWKHPEHGGHG/LQNEDVH'RFXPHQW
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	7KHFRYHUSDJHIURPWKH&RPSDQ\¶V$QQXDO5HSRUWRQ)RUP.IRUWKH\HDUHQGHG'HFHPEHUKDVEHHQ
	

	
	
	
	IRUPDWWHGLQ,QOLQH;%5/
	

	
	 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	�
	
	,QGLFDWHVPDQDJHPHQWFRQWUDFWRUFRPSHQVDWRU\SODQRUDUUDQJHPHQW
	

	
	)LOHGKHUHZLWK
	

	
	7KH;%5/UHODWHGLQIRUPDWLRQLQ([KLELWWRWKLV$QQXDO5HSRUWRQ)RUP.VKDOOQRWEHGHHPHG³ILOHG´IRU
	

	
	
	
	SXUSRVHVRI6HFWLRQRIWKH6HFXULWLHV([FKDQJH$FWRIDVDPHQGHGRURWKHUZLVHVXEMHFWWROLDELOLW\RIWKDW
	

	
	
	
	VHFWLRQDQGVKDOOQRWEHLQFRUSRUDWHGE\UHIHUHQFHLQWRDQ\ILOLQJRURWKHUGRFXPHQWSXUVXDQWWRWKH6HFXULWLHV$FWRI
	

	
	
	
	DVDPHQGHGH[FHSWDVVKDOOEHH[SUHVVO\VHWIRUWKE\VSHFLILFUHIHUHQFHLQVXFKILOLQJRUGRFXPHQW
	

	
	D
	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V$QQXDO5HSRUWRQ)RUP.IRUWKH\HDUHQGHG
	

	
	
	
	'HFHPEHU)LOH1R
	

	
	E
	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP.ILOHG0D\
	

	
	
	
	)LOH1R
	

	
	F
	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP.ILOHG-XQH
	

	
	
	
	)LOH1R
	

	G
	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP.ILOHG2FWREHU
	

	
	
	
	)LOH1R
	









H	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP.ILOHG2FWREHU )LOH1R
I	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶VUHJLVWUDWLRQVWDWHPHQWRQ)RUP6DVDPHQGHG)LOH 1RRULJLQDOO\ILOHGZLWKWKH6(&RQ1RYHPEHU

J	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP.ILOHG-DQXDU\ )LOH1R

K	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP.ILOHG)HEUXDU\ )LOH1R
L	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V$QQXDO5HSRUWRQ)RUP.IRUWKH\HDUHQGHG 'HFHPEHU)LOH1R

M	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP4IRUWKHWKUHHPRQWKV HQGHG0DUFK)LOH1R

N	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP4IRUWKHWKUHHPRQWKV HQGHG0DUFK)LOH1R

O	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP.ILOHG-DQXDU\ )LOH1R

P	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP.ILOHG)HEUXDU\ )LOH1R

Q	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V4XDUWHUO\5HSRUWRQ)RUP4IRUWKHWKUHHPRQWKV HQGHG0DUFK)LOH1R

R	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP.ILOHG-XQH)LOH 1R

S	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP4IRUWKHWKUHHPRQWKV HQGHG-XQH)LOH1R

T	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP.ILOHG$SULO )LOH1R

U	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP.ILOHG-XO\)LOH 1R

V	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V$PHQGPHQW1RWRWKH&XUUHQW5HSRUWRQ)RUP

.ILOHG$XJXVW)LOH1R
W	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP.ILOHG$XJXVW )LOH1R

X	,QFRUSRUDWHGE\UHIHUHQFHWR$SSHQGL[$WRWKH&RPSDQ\¶V'HILQLWLYH3UR[\6WDWHPHQWILOHG$SULO)LOH1R 

Y	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP4IRUWKHWKUHHPRQWKV HQGHG0DUFK)LOH1R

Z	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶VUHJLVWUDWLRQVWDWHPHQWRQ)RUP6DVDPHQGHG)LOH 1RRULJLQDOO\ILOHGZLWKWKH6(&RQ-XO\

[	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V4XDUWHUO\5HSRUWRQ)RUP4IRUWKHWKUHHPRQWKV HQGHG0DUFK)LOH1R

\	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP.ILOHG1RYHPEHU )LOH1R
]	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP.ILOHG2FWREHU )LOH1R

DD	,QFRUSRUDWHGE\UHIHUHQFHWRH[KLELWVILOHGZLWKWKH&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP.ILOHG-DQXDU\ )LOH1R





,WHP)RUP.6XPPDU\

1RQH
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3XUVXDQWWRWKHUHTXLUHPHQWVRI6HFWLRQRUGRIWKH6HFXULWLHV([FKDQJH$FWRIWKHUHJLVWUDQWKDVGXO\FDXVHGWKLV UHSRUWWREHVLJQHGRQLWVEHKDOIE\WKHXQGHUVLJQHGWKHUHXQWRGXO\DXWKRUL]HG 
	
	$FDGLD+HDOWKFDUH&RPSDQ\,QF

	
	

	
	%\V&+5,6723+(5++817(5

	
	
	&KULVWRSKHU++XQWHU

	
	
	Chief Executive Officer and Director

	
	
	

	'DWHG)HEUXDU\
	
	



3XUVXDQWWRWKHUHTXLUHPHQWVRIWKH6HFXULWLHV([FKDQJH$FWRIWKLVUHSRUWKDVEHHQVLJQHGEHORZE\WKHIROORZLQJSHUVRQV RQEHKDOIRIWKHUHJLVWUDQWDQGLQWKHFDSDFLWLHVDQGRQWKHGDWHVLQGLFDWHG 
	6LJQDWXUH
	
	7LWOH
	
	'DWH

	
	
	
	
	

	V&+5,6723+(5++817(5
	
	&KLHI([HFXWLYH2IILFHUDQG'LUHFWRU3ULQFLSDO
	
	)HEUXDU\

	&KULVWRSKHU++XQWHU
	
	([HFXWLYH2IILFHU
	
	

	
	
	
	
	

	V+($7+(5',;21
	
	&KLHI)LQDQFLDO2IILFHU3ULQFLSDO)LQDQFLDO2IILFHU
	
	)HEUXDU\

	+HDWKHU'L[RQ
	
	DQG3ULQFLSDO$FFRXQWLQJ2IILFHU
	
	

	
	
	
	
	

	V5((9(%:$8'
	
	&KDLUPDQRIWKH%RDUG
	
	)HEUXDU\

	5HHYH%:DXG
	
	
	
	

	
	
	
	
	

	V-$6215%(51+$5'
	
	'LUHFWRU
	
	)HEUXDU\

	-DVRQ5%HUQKDUG
	
	
	
	

	
	
	
	
	

	V(3(527%,66(//
	
	'LUHFWRU
	
	)HEUXDU\

	(3HURW%LVVHOO
	
	
	
	

	
	
	
	
	

	V0,&+$(/-)8&&,
	
	'LUHFWRU
	
	)HEUXDU\

	0LFKDHO-)XFFL
	
	
	
	

	
	
	
	
	

	V9,&.<%*5(**
	
	'LUHFWRU
	
	)HEUXDU\

	9LFN\%*UHJJ
	
	
	
	

	
	
	
	
	

	V:,//,$0)*5,(&2
	
	'LUHFWRU
	
	)HEUXDU\

	:LOOLDP)*ULHFR
	
	
	
	

	
	
	
	
	

	V3$75,&($+$55,6
	
	'LUHFWRU
	
	)HEUXDU\

	3DWULFH$+DUULV
	
	
	
	

	
	
	
	
	

	V5'$9,'.(//<
	
	'LUHFWRU
	
	)HEUXDU\

	5'DYLG.HOO\
	
	
	
	

	
	
	
	
	

	V:$'('0,48(/21
	
	'LUHFWRU
	
	)HEUXDU\

	:DGH'0LTXHORQ
	
	
	
	

	
	
	
	
	

	V'(%5$.267((1
	
	'LUHFWRU
	
	)HEUXDU\

	'HEUD.2VWHHQ
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	3$*(
	
	

	0DQDJHPHQW¶V5HSRUWRQ,QWHUQDO&RQWURO2YHU)LQDQFLDO5HSRUWLQJ
	
	)
	
	

	
	
	
	
	
	
	
	
	
	
	
	)
	

	5HSRUWRI,QGHSHQGHQW5HJLVWHUHG3XEOLF$FFRXQWLQJ)LUP3&$2%
	
	
	

	5HSRUWRI,QGHSHQGHQW5HJLVWHUHG3XEOLF$FFRXQWLQJ)LUP
	
	
	
	
	
	
	
	)
	

	&RQVROLGDWHG%DODQFH6KHHWVDW'HFHPEHUDQG
	
	
	
	
	
	
	)
	

	
	
	
	
	
	
	
	
	)
	

	&RQVROLGDWHG6WDWHPHQWVRI2SHUDWLRQVIRUWKH\HDUVHQGHG'HFHPEHUDQG
	
	
	

	&RQVROLGDWHG6WDWHPHQWVRI&RPSUHKHQVLYH/RVV,QFRPHIRUWKH\HDUVHQGHG'HFHPEHUDQG
	
	
	)
	

	&RQVROLGDWHG6WDWHPHQWVRI(TXLW\IRUWKH\HDUVHQGHG'HFHPEHUDQG
	
	
	)
	

	&RQVROLGDWHG6WDWHPHQWVRI&DVK)ORZVIRUWKH\HDUVHQGHG'HFHPEHUDQG
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	1RWHVWR&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV
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2XUDFFRPSDQ\LQJFRQVROLGDWHGILQDQFLDOVWDWHPHQWVKDYHEHHQDXGLWHGE\WKHLQGHSHQGHQWUHJLVWHUHGSXEOLFDFFRXQWLQJILUP RI(UQVW <RXQJ//35HSRUWVRIWKHLQGHSHQGHQWUHJLVWHUHGSXEOLFDFFRXQWLQJILUPLQFOXGLQJWKHLQGHSHQGHQWUHJLVWHUHGSXEOLF DFFRXQWLQJILUP¶VUHSRUWRQRXULQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDUHLQFOXGHGLQWKLVUHSRUW
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5(32572),1'(3(1'(175(*,67(5('38%/,&$&&2817,1*),50

7RWKH6WRFNKROGHUVDQGWKH%RDUGRI'LUHFWRUVRI

$FDGLD+HDOWKFDUH&RPSDQ\,QF

2SLQLRQRQ,QWHUQDO&RQWURORYHU)LQDQFLDO5HSRUWLQJ

:HKDYHDXGLWHG$FDGLD+HDOWKFDUH&RPSDQ\,QF¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVRI'HFHPEHUEDVHGRQ FULWHULDHVWDEOLVKHGLQ,QWHUQDO&RQWURO ,QWHJUDWHG)UDPHZRUNLVVXHGE\WKH&RPPLWWHHRI6SRQVRULQJ2UJDQL]DWLRQVRIWKH7UHDGZD\ &RPPLVVLRQIUDPHZRUNWKH&262FULWHULD,QRXURSLQLRQ$FDGLD+HDOWKFDUH&RPSDQ\,QFWKH&RPSDQ\PDLQWDLQHGLQ DOOPDWHULDOUHVSHFWVHIIHFWLYHLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVRI'HFHPEHUEDVHGRQWKH&262FULWHULD

:HDOVRKDYHDXGLWHGLQDFFRUGDQFHZLWKWKHVWDQGDUGVRIWKH3XEOLF&RPSDQ\$FFRXQWLQJ2YHUVLJKW%RDUG8QLWHG6WDWHV3&$2% WKHFRQVROLGDWHGEDODQFHVKHHWVRI$FDGLD+HDOWKFDUH&RPSDQ\,QFDVRI'HFHPEHUDQGDQGWKHUHODWHGFRQVROLGDWHG VWDWHPHQWVRIRSHUDWLRQVFRPSUHKHQVLYHLQFRPHORVVHTXLW\DQGFDVKIORZVIRUHDFKRIWKHWKUHH\HDUVLQWKHSHULRGHQGHG'HFHPEHU DQGWKHUHODWHGQRWHVDQGRXUUHSRUWGDWHG)HEUXDU\H[SUHVVHGDQXQTXDOLILHGRSLQLRQWKHUHRQ

%DVLVIRU2SLQLRQ

7KH&RPSDQ\¶VPDQDJHPHQWLVUHVSRQVLEOHIRUPDLQWDLQLQJHIIHFWLYHLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDQGIRULWVDVVHVVPHQW RI WKH HIIHFWLYHQHVVRI LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ LQFOXGHGLQ WKH DFFRPSDQ\LQJ0DQDJHPHQW¶V 5HSRUW RQ ,QWHUQDO &RQWURO 2YHU )LQDQFLDO 5HSRUWLQJ 2XU UHVSRQVLELOLW\ LV WR H[SUHVV DQ RSLQLRQ RQ WKH &RPSDQ\¶V LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJEDVHGRQRXUDXGLW:HDUHDSXEOLFDFFRXQWLQJILUPUHJLVWHUHGZLWKWKH3&$2%DQGDUHUHTXLUHGWREHLQGHSHQGHQWZLWK UHVSHFWWRWKH&RPSDQ\LQDFFRUGDQFHZLWKWKH86IHGHUDOVHFXULWLHVODZVDQGWKHDSSOLFDEOHUXOHVDQGUHJXODWLRQVRIWKH6HFXULWLHV DQG([FKDQJH&RPPLVVLRQDQGWKH3&$2%

:HFRQGXFWHGRXUDXGLWLQDFFRUGDQFHZLWKWKHVWDQGDUGVRIWKH3&$2%7KRVHVWDQGDUGVUHTXLUHWKDWZHSODQDQGSHUIRUPWKHDXGLW WR REWDLQ UHDVRQDEOH DVVXUDQFH DERXW ZKHWKHU HIIHFWLYH LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ ZDV PDLQWDLQHG LQ DOO PDWHULDO UHVSHFWV

2XUDXGLWLQFOXGHGREWDLQLQJDQXQGHUVWDQGLQJRILQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVVHVVLQJWKHULVNWKDWDPDWHULDOZHDNQHVV

H[LVWVWHVWLQJDQGHYDOXDWLQJWKHGHVLJQDQGRSHUDWLQJHIIHFWLYHQHVVRILQWHUQDOFRQWUROEDVHGRQWKHDVVHVVHGULVNDQGSHUIRUPLQJ

VXFKRWKHUSURFHGXUHVDVZHFRQVLGHUHGQHFHVVDU\LQWKHFLUFXPVWDQFHV:HEHOLHYHWKDWRXUDXGLWSURYLGHVDUHDVRQDEOHEDVLVIRURXU

RSLQLRQ

'HILQLWLRQDQG/LPLWDWLRQVRI,QWHUQDO&RQWURO2YHU)LQDQFLDO5HSRUWLQJ

$FRPSDQ\¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJLVDSURFHVVGHVLJQHGWRSURYLGHUHDVRQDEOHDVVXUDQFHUHJDUGLQJWKHUHOLDELOLW\ RI ILQDQFLDO UHSRUWLQJ DQG WKH SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWV IRU H[WHUQDO SXUSRVHV LQ DFFRUGDQFH ZLWK JHQHUDOO\ DFFHSWHG DFFRXQWLQJSULQFLSOHV$FRPSDQ\¶¶VDVVHWVWKDWFRXOGKDYHDPDWHULDOHIIHFW RQWKHILQDQFLDOVWDWHPHQWV

%HFDXVHRILWVLQKHUHQWOLPLWDWLRQVLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJPD\QRWSUHYHQWRUGHWHFWPLVVWDWHPHQWV$OVRSURMHFWLRQV RIDQ\HYDOXDWLRQRIHIIHFWLYHQHVVWRIXWXUHSHULRGVDUHVXEMHFWWRWKHULVNWKDWFRQWUROVPD\EHFRPHLQDGHTXDWHEHFDXVHRIFKDQJHVLQ FRQGLWLRQVRUWKDWWKHGHJUHHRIFRPSOLDQFHZLWKWKHSROLFLHVRUSURFHGXUHVPD\GHWHULRUDWH

V(UQVW	<RXQJ//3

1DVKYLOOH7HQQHVVHH

)HEUXDU\









)



5(32572),1'(3(1'(175(*,67(5('38%/,&$&&2817,1*),50


7RWKH6WRFNKROGHUVDQGWKH%RDUGRI'LUHFWRUVRI$FDGLD+HDOWKFDUH&RPSDQ\,QF

2SLQLRQRQWKH)LQDQFLDO6WDWHPHQWV

:H KDYH DXGLWHG WKH DFFRPSDQ\LQJ FRQVROLGDWHG EDODQFH VKHHWV RI $FDGLD +HDOWKFDUH &RPSDQ\ ,QF WKH &RPSDQ\ DV RI 'HFHPEHUDQGWKHUHODWHGFRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQVFRPSUHKHQVLYHLQFRPHORVVHTXLW\DQGFDVKIORZV IRUHDFKRIWKHWKUHH\HDUVLQWKHSHULRGHQGHG'HFHPEHUDQGWKHUHODWHGQRWHVFROOHFWLYHO\UHIHUUHGWRDVWKH³FRQVROLGDWHG

ILQDQFLDO VWDWHPHQWV´ ,Q RXU RSLQLRQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV SUHVHQW IDLUO\ LQ DOO PDWHULDO UHVSHFWV WKH ILQDQFLDO SRVLWLRQRIWKH&RPSDQ\DW'HFHPEHUDQGDQGWKHUHVXOWVRILWVRSHUDWLRQVDQGLWVFDVKIORZVIRUHDFKRIWKHWKUHH \HDUVLQWKHSHULRGHQGHG'HFHPEHULQFRQIRUPLW\ZLWK86JHQHUDOO\DFFHSWHGDFFRXQWLQJSULQFLSOHV

:HDOVRKDYHDXGLWHGLQDFFRUGDQFHZLWKWKHVWDQGDUGVRIWKH3XEOLF&RPSDQ\$FFRXQWLQJ2YHUVLJKW%RDUG8QLWHG6WDWHV3&$2% WKH&RPSDQ\VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVRI'HFHPEHUEDVHGRQFULWHULDHVWDEOLVKHGLQ,QWHUQDO&RQWURO ,QWHJUDWHG)UDPHZRUNLVVXHGE\WKH&RPPLWWHHRI6SRQVRULQJ2UJDQL]DWLRQVRIWKH7UHDGZD\&RPPLVVLRQIUDPHZRUNDQG RXUUHSRUWGDWHG)HEUXDU\H[SUHVVHGDQXQTXDOLILHGRSLQLRQWKHUHRQ

%DVLVIRU2SLQLRQ

7KHVHILQDQFLDOVWDWHPHQWVDUHWKHUHVSRQVLELOLW\RIWKH&RPSDQ\VPDQDJHPHQW2XUUHVSRQVLELOLW\LVWRH[SUHVVDQRSLQLRQRQWKH &RPSDQ\¶VILQDQFLDOVWDWHPHQWVEDVHGRQRXUDXGLWV:HDUHDSXEOLFDFFRXQWLQJILUPUHJLVWHUHGZLWKWKH3&$2%DQGDUHUHTXLUHGWR EHLQGHSHQGHQWZLWKUHVSHFWWRWKH&RPSDQ\LQDFFRUGDQFHZLWKWKH86IHGHUDOVHFXULWLHVODZVDQGWKHDSSOLFDEOHUXOHVDQGUHJXODWLRQV RIWKH6HFXULWLHVDQG([FKDQJH&RPPLVVLRQDQGWKH3&$2%

:HFRQGXFWHGRXUDXGLWVLQDFFRUGDQFHZLWKWKHVWDQGDUGVRIWKH3&$2%7KRVHVWDQGDUGVUHTXLUHWKDWZHSODQDQGSHUIRUPWKHDXGLW

WRREWDLQUHDVRQDEOHDVVXUDQFHDERXWZKHWKHUWKHILQDQFLDOVWDWHPHQWVDUHIUHHRIPDWHULDOPLVVWDWHPHQWZKHWKHUGXHWRHUURURUIUDXG

2XUDXGLWVLQFOXGHGSHUIRUPLQJSURFHGXUHVWRDVVHVVWKHULVNVRIPDWHULDOPLVVWDWHPHQWRIWKHILQDQFLDOVWDWHPHQWVZKHWKHUGXHWR

HUURURUIUDXGDQGSHUIRUPLQJSURFHGXUHVWKDWUHVSRQGWRWKRVHULVNV6XFKSURFHGXUHVLQFOXGHGH[DPLQLQJRQDWHVWEDVLVHYLGHQFH

UHJDUGLQJWKHDPRXQWVDQGGLVFORVXUHVLQWKHILQDQFLDOVWDWHPHQWV2XUDXGLWVDOVRLQFOXGHGHYDOXDWLQJWKHDFFRXQWLQJSULQFLSOHVXVHG

DQGVLJQLILFDQWHVWLPDWHVPDGHE\PDQDJHPHQWDVZHOODVHYDOXDWLQJWKHRYHUDOOSUHVHQWDWLRQRIWKHILQDQFLDOVWDWHPHQWV:HEHOLHYH

WKDWRXUDXGLWVSURYLGHDUHDVRQDEOHEDVLVIRURXURSLQLRQ

&ULWLFDO$XGLW0DWWHU

7KHFULWLFDODXGLWPDWWHUFRPPXQLFDWHGEHORZLVDPDWWHUDULVLQJIURPWKHFXUUHQWSHULRGDXGLWRIWKHILQDQFLDOVWDWHPHQWVWKDWZDV

FRPPXQLFDWHGRUUHTXLUHGWREHFRPPXQLFDWHGWRWKHDXGLWFRPPLWWHHDQGWKDWUHODWHVWRDFFRXQWVRUGLVFORVXUHVWKDWDUHPDWHULDO

WRWKHILQDQFLDOVWDWHPHQWVDQGLQYROYHGRXUHVSHFLDOO\FKDOOHQJLQJVXEMHFWLYHRUFRPSOH[MXGJPHQWV7KHFRPPXQLFDWLRQRIWKH

FULWLFDODXGLWPDWWHUGRHVQRWDOWHULQDQ\ZD\RXURSLQLRQRQWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVWDNHQDVDZKROHDQGZHDUHQRW E\ FRPPXQLFDWLQJ WKH FULWLFDO DXGLW PDWWHU EHORZ SURYLGLQJ D VHSDUDWH RSLQLRQ RQ WKH FULWLFDO DXGLW PDWWHU RU RQ WKH DFFRXQWV RU GLVFORVXUHVWRZKLFKLWUHODWHV

5HYHQXH5HFRJQLWLRQ

Description of the	)RUWKH\HDUHQGHG'HFHPEHUWKH&RPSDQ\UHFRJQL]HGELOOLRQRIUHYHQXHIURPFRQWLQXLQJ

Matter	RSHUDWLRQV$VGLVFXVVHGLQ1RWHRIWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVWKH&RPSDQ\GHWHUPLQHVWKH

WUDQVDFWLRQ SULFH IRU VHUYLFHV WR SDWLHQWV EDVHG RQ HVWDEOLVKHG ELOOLQJ UDWHV UHGXFHG E\ FRQWUDFWXDO DGMXVWPHQWV SURYLGHG WR WKLUGSDUW\ SD\RUV GLVFRXQWV SURYLGHG WR XQLQVXUHG SDWLHQWV DQG LPSOLFLW SULFH FRQFHVVLRQV&RQWUDFWXDODGMXVWPHQWVDQGGLVFRXQWVDUHEDVHGRQFRQWUDFWXDODJUHHPHQWVGLVFRXQWSROLFLHV DQGKLVWRULFDOH[SHULHQFH,PSOLFLWSULFHFRQFHVVLRQVDUHEDVHGSULPDULO\RQKLVWRULFDOFROOHFWLRQH[SHULHQFH 

How We Addressed $XGLWLQJWKH&RPSDQ\¶VUHYHQXHUHFRJQLWLRQDQGLWVHVWLPDWHVRIFRQWUDFWXDODGMXVWPHQWVGLVFRXQWVDQG the Matter in Our LPSOLFLWSULFHFRQFHVVLRQVZDVFRPSOH[DQGMXGJPHQWDOGXHWRWKHVLJQLILFDQWGDWDLQSXWVDQGVXEMHFWLYH
Audit	DVVXPSWLRQVXWLOL]HGLQHVWLPDWLQJWKHUHODWHGDPRXQWV9DULRXVUHLPEXUVHPHQWSURJUDPVXQGHUZKLFKWKHVH DPRXQWVPXVWEHHVWLPDWHGDUHFRPSOH[DQGVXEMHFWWRLQWHUSUHWDWLRQDQGDGMXVWPHQW$GGLWLRQDOO\XSGDWHG UHJXODWLRQVDQGFRQWUDFWUHQHJRWLDWLRQVRFFXUIUHTXHQWO\QHFHVVLWDWLQJUHJXODUUHYLHZDQGDVVHVVPHQWRIWKH HVWLPDWLRQSURFHVVE\PDQDJHPHQW


:HREWDLQHGDQXQGHUVWDQGLQJHYDOXDWHGWKHGHVLJQDQGWHVWHGWKHRSHUDWLQJHIIHFWLYHQHVVRIFRQWUROVRYHU WKH&RPSDQ\¶VUHYHQXHUHFRJQLWLRQLQFOXGLQJFRQWUROVRYHUNH\GDWDLQSXWVWRWKHFRQWUDFWXDODGMXVWPHQW GLVFRXQW DQG LPSOLFLW SULFH FRQFHVVLRQ HVWLPDWHV DQG PDQDJHPHQW¶V UHYLHZ DQG FRQVLGHUDWLRQ RI UHWURVSHFWLYHDQDO\VHVRIKLVWRULFDOH[SHFWHGFDVKFROOHFWLRQVFRPSDUHGWRVXEVHTXHQWDFWXDOFROOHFWLRQV
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7R WHVW WKH UHYHQXH UHFRJQL]HG ZH SHUIRUPHG DXGLW SURFHGXUHV WKDW LQFOXGHG DPRQJ RWKHUV WHVWLQJ WKH YDOLGLW\ RI D VDPSOH RI UHYHQXH WUDQVDFWLRQV DQG WKH FRPSOHWHQHVV DQG DFFXUDF\ RI GDWD LQSXWV WR WKH HVWLPDWHVRIFRQWUDFWXDODGMXVWPHQWVGLVFRXQWVDQGLPSOLFLWSULFHFRQFHVVLRQVLQFOXGLQJSD\RUFRQWUDFWXDO WHUPVDQGKLVWRULFDOFROOHFWLRQH[SHULHQFH:HDVVHVVHGWKHKLVWRULFDODFFXUDF\RIPDQDJHPHQW¶VHVWLPDWHV EDVHGRQVXEVHTXHQWFROOHFWLRQH[SHULHQFHDQGXVHGWKHDVVHVVPHQWDVDVRXUFHRISRWHQWLDOFRUURERUDWLYH RU FRQWUDU\ HYLGHQFH VXSSRUWLQJ PDQDJHPHQW¶V DVVXPSWLRQV RI IXWXUH FROOHFWLRQV RI H[LVWLQJ DFFRXQWV UHFHLYDEOH
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:HKDYHVHUYHGDVWKH&RPSDQ\VDXGLWRUVLQFH
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$FDGLD+HDOWKFDUH&RPSDQ\,QF
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6HHDFFRPSDQ\LQJQRWHV










)



$FDGLD+HDOWKFDUH&RPSDQ\,QF
1RWHVWR&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV

'HFHPEHU

'HVFULSWLRQRI%XVLQHVVDQG%DVLVRI3UHVHQWDWLRQ

Description of Business

$FDGLD+HDOWKFDUH&RPSDQ\,QFWKH³&RPSDQ\´GHYHORSVDQGRSHUDWHVDFXWHLQSDWLHQWSV\FKLDWULFIDFLOLWLHVVSHFLDOW\

WUHDWPHQWIDFLOLWLHVFRPSUHKHQVLYHWUHDWPHQWFHQWHUV³&7&V´UHVLGHQWLDOWUHDWPHQWFHQWHUVDQGIDFLOLWLHVSURYLGLQJRXWSDWLHQW EHKDYLRUDOKHDOWKFDUHVHUYLFHVWRVHUYHWKHEHKDYLRUDOKHDOWKFDUHDQGUHFRYHU\QHHGVRIFRPPXQLWLHVWKURXJKRXWWKH8QLWHG6WDWHV WKH³86´DQG3XHUWR5LFR$W'HFHPEHUWKH&RPSDQ\RSHUDWHGEHKDYLRUDOKHDOWKFDUHIDFLOLWLHVZLWKDSSUR[LPDWHO\ EHGVLQVWDWHVDQG3XHUWR5LFR

2Q-DQXDU\WKH&RPSDQ\FRPSOHWHGWKHVDOHRILWVRSHUDWLRQVLQWKH8QLWHG.LQJGRPWKH³8.´WR5HPHGFR8. /LPLWHGDFRPSDQ\RUJDQL]HGXQGHUWKHODZVRI(QJODQGDQG:DOHVDQGRZQHGE\IXQGVPDQDJHGRUDGYLVHGE\:DWHUODQG3ULYDWH (TXLW\)XQG9,,WKH³8.6DOH´7KH8.6DOHDOORZHGWKH&RPSDQ\WRUHGXFHLWVLQGHEWHGQHVVDQGIRFXVRQLWV86RSHUDWLRQV $VDUHVXOWRIWKH8.6DOHWKH&RPSDQ\UHSRUWHGIRUDOOSHULRGVSUHVHQWHGUHVXOWVRIRSHUDWLRQVDQGFDVKIORZVRIWKH8. RSHUDWLRQVDVGLVFRQWLQXHGRSHUDWLRQVLQWKHDFFRPSDQ\LQJILQDQFLDOVWDWHPHQWV6HH1RWH±8.6DOH

Basis of Presentation

7KHEXVLQHVVRIWKH&RPSDQ\LVFRQGXFWHGWKURXJKOLPLWHGOLDELOLW\FRPSDQLHVSDUWQHUVKLSVDQG&FRUSRUDWLRQV7KH

&RPSDQ\¶VFRQVROLGDWHGILQDQFLDOVWDWHPHQWVLQFOXGHWKHDFFRXQWVRIWKH&RPSDQ\DQGDOOVXEVLGLDULHVFRQWUROOHGE\WKH&RPSDQ\ WKURXJKLWVGLUHFWRULQGLUHFWRZQHUVKLSRIPDMRULW\LQWHUHVWVDQGH[FOXVLYHULJKWVJUDQWHGWRWKH&RPSDQ\DVWKHFRQWUROOLQJPHPEHU RIDQHQWLW\$OOLQWHUFRPSDQ\DFFRXQWVDQGWUDQVDFWLRQVKDYHEHHQHOLPLQDWHGLQFRQVROLGDWLRQ

7KHDFFRPSDQ\LQJFRQVROLGDWHGILQDQFLDOVWDWHPHQWVKDYHEHHQSUHSDUHGLQDFFRUGDQFHZLWK86JHQHUDOO\DFFHSWHG DFFRXQWLQJSULQFLSOHV³*$$3´7KHSUHSDUDWLRQRIILQDQFLDOVWDWHPHQWVLQFRQIRUPLW\ZLWK*$$3UHTXLUHVPDQDJHPHQWWRPDNH
HVWLPDWHVDQGDVVXPSWLRQVWKDWDIIHFWWKHDPRXQWVUHSRUWHGLQWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVDQGDFFRPSDQ\LQJQRWHV$FWXDO UHVXOWVFRXOGGLIIHUIURPWKRVHHVWLPDWHV7KHPDMRULW\RIWKH&RPSDQ\¶VH[SHQVHVDUH³FRVWRIUHYHQXH´LWHPV&RVWVWKDWFRXOGEH FODVVLILHGDVJHQHUDODQGDGPLQLVWUDWLYHH[SHQVHVLQFOXGHWKH&RPSDQ\¶VFRUSRUDWHRIILFHFRVWVZKLFKZHUHPLOOLRQ PLOOLRQDQGPLOOLRQIRUWKH\HDUVHQGHG'HFHPEHUDQGUHVSHFWLYHO\

&HUWDLQUHFODVVLILFDWLRQVKDYHEHHQPDGHWRSULRU\HDUVWRFRQIRUPWRWKHFXUUHQW\HDUSUHVHQWDWLRQ

6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV

Cash and Cash Equivalents

7KH&RPSDQ\FRQVLGHUVDOOKLJKO\OLTXLGLQYHVWPHQWVZLWKRULJLQDOPDWXULWLHVRIWKUHHPRQWKVRUOHVVWREHFDVKHTXLYDOHQWV $WWLPHVFDVKDQGFDVKHTXLYDOHQWEDODQFHVPD\H[FHHGIHGHUDOO\LQVXUHGOLPLWV0DQDJHPHQWEHOLHYHVWKDWWKH&RPSDQ\PLWLJDWHV DQ\ULVNVE\GHSRVLWLQJFDVKDQGLQYHVWLQJLQFDVKHTXLYDOHQWVZLWKPDMRUILQDQFLDOLQVWLWXWLRQV

Insurance

7KH&RPSDQ\LVVXEMHFWWRPHGLFDOPDOSUDFWLFHDQGRWKHUODZVXLWVGXHWRWKHQDWXUHRIWKHVHUYLFHVWKH&RPSDQ\SURYLGHV$ SRUWLRQRIWKH&RPSDQ\¶VSURIHVVLRQDOOLDELOLW\ULVNVDUHLQVXUHGWKURXJKDZKROO\RZQHGLQVXUDQFHVXEVLGLDU\SURYLGLQJFRYHUDJH IRUXSWRPLOOLRQSHUFODLPDQGPLOOLRQIRUFHUWDLQRWKHUFODLPVWKURXJK$XJXVWDQGPLOOLRQDQG PLOOLRQIRUFHUWDLQRWKHUFODLPVWKHUHDIWHU7KH&RPSDQ\KDVREWDLQHGUHLQVXUDQFHFRYHUDJHIURPDWKLUGSDUW\WRFRYHUFODLPVLQ H[FHVVRIWKRVHOLPLWV7KHUHLQVXUDQFHSROLF\KDVDFRYHUDJHOLPLWRIPLOOLRQRUPLOOLRQLQWKHDJJUHJDWHIRUFHUWDLQ RWKHUFODLPVWKURXJK$XJXVWDQGPLOOLRQRUPLOOLRQLQWKHDJJUHJDWHIRUFHUWDLQRWKHUFODLPVWKHUHDIWHU7KH

&RPSDQ\¶

)



RIZKLFKPLOOLRQZDVLQFOXGHGLQRWKHUDFFUXHGOLDELOLWLHVDQGPLOOLRQZDVLQFOXGHGLQRWKHUORQJWHUPOLDELOLWLHV7KH

&RPSDQ\HVWLPDWHVUHFHLYDEOHVIRUWKHSRUWLRQRISURIHVVLRQDODQGJHQHUDOOLDELOLW\UHVHUYHVWKDWDUHUHFRYHUDEOHXQGHUWKH

&RPSDQ\¶VLQVXUDQFHSROLFLHV6XFKUHFHLYDEOHZDVPLOOLRQDW'HFHPEHURIZKLFKPLOOLRQZDVLQFOXGHGLQ
RWKHUFXUUHQWDVVHWVDQGPLOOLRQZDVLQFOXGHGLQRWKHUDVVHWVDQGVXFKUHFHLYDEOHZDVPLOOLRQDW'HFHPEHURI

ZKLFKPLOOLRQZDVLQFOXGHGLQRWKHUFXUUHQWDVVHWVDQGPLOOLRQZDVLQFOXGHGLQRWKHUDVVHWV

7KH&RPSDQ\¶VVWDWXWRU\ZRUNHUV¶FRPSHQVDWLRQSURJUDPLVIXOO\LQVXUHGZLWKDPLOOLRQGHGXFWLEOHSHUDFFLGHQW7KH ZRUNHUV¶FRPSHQVDWLRQOLDELOLW\ZDVPLOOLRQDW'HFHPEHURIZKLFKPLOOLRQZDVLQFOXGHGLQDFFUXHGVDODULHV DQGEHQHILWVDQGPLOOLRQZDVLQFOXGHGLQRWKHUORQJWHUPOLDELOLWLHVDQGVXFKOLDELOLW\ZDVPLOOLRQDW'HFHPEHU RIZKLFKPLOOLRQZDVLQFOXGHGLQDFFUXHGVDODULHVDQGEHQHILWVDQGPLOOLRQZDVLQFOXGHGLQRWKHUORQJWHUP OLDELOLWLHV7KHUHVHUYHIRUZRUNHUVFRPSHQVDWLRQFODLPVZDVEDVHGXSRQLQGHSHQGHQWDFWXDULDOHVWLPDWHVRIIXWXUHDPRXQWVWKDWZLOO EHSDLGWRFODLPDQWV0DQDJHPHQWEHOLHYHVWKDWDGHTXDWHSURYLVLRQVKDYHEHHQPDGHIRUZRUNHUV¶FRPSHQVDWLRQDQGSURIHVVLRQDO DQGJHQHUDOOLDELOLW\ULVNH[SRVXUHV

Property and Equipment and Other Long-Lived Assets



7KHFDUU\LQJYDOXHVRIORQJOLYHGDVVHWVDUHUHYLHZHGIRUSRVVLEOHLPSDLUPHQWZKHQHYHUHYHQWVFLUFXPVWDQFHVRURSHUDWLQJ

UHVXOWVLQGLFDWHWKDWWKHFDUU\LQJDPRXQWRIDQDVVHWPD\QRWEHUHFRYHUDEOH,IWKLVUHYLHZLQGLFDWHVWKDWWKHDVVHWZLOOQRWEH

UHFRYHUDEOHDVGHWHUPLQHGEDVHGXSRQWKHXQGLVFRXQWHGFDVKIORZVRIWKHRSHUDWLQJDVVHWRYHUWKHUHPDLQLQJXVHIXOOLIHWKH

FDUU\LQJYDOXHRIWKHDVVHWZLOOEHUHGXFHGWRLWVHVWLPDWHGIDLUYDOXH)DLUYDOXHHVWLPDWHVDUHEDVHGRQLQGHSHQGHQWDSSUDLVDOV

PDUNHWYDOXHVRIFRPSDUDEOHDVVHWVRULQWHUQDOHYDOXDWLRQVRIIXWXUHQHWFDVKIORZV'XULQJWKH\HDUHQGHG'HFHPEHUWKH

&RPSDQ\UHFRUGHGQRQFDVKSURSHUW\LPSDLUPHQWFKDUJHVRIPLOOLRQUHODWHGWRWKHFORVXUHRIFHUWDLQIDFLOLWLHVZKLFKLV

LQFOXGHGLQORVVRQLPSDLUPHQWLQWKHFRQGHQVHGFRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQV'XULQJWKHVHFRQGTXDUWHURIWKH &RPSDQ\RSHQHGDEHGUHSODFHPHQWIDFLOLW\LQ3HQQV\OYDQLDDQGUHFRUGHGDQRQFDVKSURSHUW\LPSDLUPHQWFKDUJHRI PLOOLRQIRUWKHH[LVWLQJIDFLOLW\$GGLWLRQDOO\GXULQJWKHWKLUGTXDUWHURIWKH&RPSDQ\UHFRUGHGDPLOOLRQQRQFDVK

SURSHUW\LPSDLUPHQWFKDUJHIRURQHIDFLOLW\LQ/RXLVLDQDUHVXOWLQJIURPKXUULFDQHGDPDJHERWKRIZKLFKDUHLQFOXGHGLQORVVRQ LPSDLUPHQWRQWKHFRQGHQVHGFRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQV

7KH&RPSDQ\SHUIRUPHGDQLPSDLUPHQWUHYLHZRIORQJOLYHGDVVHWVLQWKHIRXUWKTXDUWHURIDQGDQGUHFRUGHG QRLPSDLUPHQW

Goodwill and Indefinite-Lived Intangible Assets

7KH&RPSDQ\¶VJRRGZLOODQGRWKHULQGHILQLWHOLYHGLQWDQJLEOHDVVHWVZKLFKFRQVLVWRIOLFHQVHVDQGDFFUHGLWDWLRQVWUDGH QDPHVDQGFHUWLILFDWHVRIQHHGLQWDQJLEOHDVVHWVWKDWDUHQRWDPRUWL]HGDUHHYDOXDWHGIRULPSDLUPHQWDQQXDOO\GXULQJWKHIRXUWK TXDUWHURUPRUHIUHTXHQWO\LIHYHQWVLQGLFDWHWKHFDUU\LQJYDOXHRIDUHSRUWLQJXQLWPD\QRWEHUHFRYHUDEOH

$VRIWKH&RPSDQ\¶VDQQXDOLPSDLUPHQWWHVWVRQ2FWREHUDQGWKH&RPSDQ\KDGRQHUHSRUWLQJXQLW EHKDYLRUDOKHDOWKFDUHVHUYLFHV7KHIDLUYDOXHRIWKH&RPSDQ\¶VEHKDYLRUDOKHDOWKFDUHVHUYLFHVUHSRUWLQJXQLWVXEVWDQWLDOO\H[FHHGHG LWVFDUU\LQJYDOXHDQGWKHUHIRUHQRLPSDLUPHQWZDVUHFRUGHG

'XULQJWKH\HDUHQGHG'HFHPEHUWKH&RPSDQ\UHFRUGHGQRQFDVKLQGHILQLWHOLYHGLQWDQJLEOHDVVHWLPSDLUPHQW FKDUJHVRIPLOOLRQUHODWHGWRWKHFORVXUHRIFHUWDLQIDFLOLWLHVZKLFKLVLQFOXGHGLQORVVRQLPSDLUPHQWLQWKHFRQGHQVHG FRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQV'XULQJWKHVHFRQGTXDUWHURIWKH&RPSDQ\VROGRQHRXWSDWLHQWIDFLOLW\IRUPLOOLRQ DQGUHFRUGHGDZULWHGRZQRIPLOOLRQRIJRRGZLOODQGPLOOLRQRILQWDQJLEOHDVVHWVUHODWHGWRWKHGLVSRVLWLRQ'XULQJWKH IRXUWKTXDUWHURIWKH&RPSDQ\VROGRQHRXWSDWLHQWIDFLOLW\IRUPLOOLRQDQGUHFRUGHGDZULWHGRZQRIPLOOLRQRI JRRGZLOODQGPLOOLRQRILQWDQJLEOHVUHODWHGWRWKHGLVSRVLWLRQ

Stock Compensation

7KH&RPSDQ\PHDVXUHVDQGUHFRJQL]HVWKHFRVWRIHPSOR\HHVHUYLFHVUHFHLYHGLQH[FKDQJHIRUDZDUGVRIHTXLW\LQVWUXPHQWV EDVHGRQWKHJUDQWGDWHIDLUYDOXHLQDFFRUGDQFHZLWKWKH)LQDQFLDO$FFRXQWLQJ6WDQGDUGV%RDUGWKH³)$6%´$FFRXQWLQJ 6WDQGDUGV&RGLILFDWLRQ³$6&´³Compensation — Stock Compensation´7KH&RPSDQ\XVHVWKH%ODFN6FKROHVYDOXDWLRQ

PRGHOWRGHWHUPLQHJUDQWGDWHIDLUYDOXHIRUVWRFNRSWLRQVDQGUHFRJQL]HVVWUDLJKWOLQHDPRUWL]DWLRQRIVKDUHEDVHGFRPSHQVDWLRQ H[SHQVHRYHUWKHUHTXLVLWHVHUYLFHSHULRGRIWKHUHVSHFWLYHDZDUGV7KHIDLUYDOXHVRISHUIRUPDQFHVWRFNXQLWVDUHGHWHUPLQHGEDVHG



)



RQWKHFORVLQJSULFHRIWKH&RPSDQ\¶VFRPPRQVWRFNRQWKHWUDGLQJGDWHLPPHGLDWHO\SULRUWRWKHJUDQWGDWHIRUXQLWVVXEMHFWWR

SHUIRUPDQFHFRQGLWLRQV

Earnings Per Share

%DVLFDQGGLOXWHGHDUQLQJVSHUVKDUHDUHFDOFXODWHGLQDFFRUGDQFHZLWK)$6%$6&³Earnings Per Share´EDVHGRQWKH ZHLJKWHGDYHUDJHQXPEHURIVKDUHVRXWVWDQGLQJLQHDFKSHULRGDQGGLOXWLYHVWRFNRSWLRQVDQGQRQYHVWHGVKDUHVWRWKHH[WHQWVXFK VHFXULWLHVKDYHDGLOXWLYHHIIHFWRQHDUQLQJVSHUVKDUH

Income Taxes



7KH&RPSDQ\UHYLHZVLWVGHIHUUHGWD[DVVHWVIRUUHFRYHUDELOLW\DQGHVWDEOLVKHVDYDOXDWLRQDOORZDQFHEDVHGRQKLVWRULFDO WD[DEOHLQFRPHSURMHFWHGIXWXUHWD[DEOHLQFRPHDSSOLFDEOHWD[VWUDWHJLHVDQGWKHH[SHFWHGWLPLQJRIWKHUHYHUVDOVRIH[LVWLQJ WHPSRUDU\GLIIHUHQFHV$YDOXDWLRQDOORZDQFHLVSURYLGHGZKHQLWLVPRUHOLNHO\WKDQQRWWKDWVRPHSRUWLRQRUDOORIWKHGHIHUUHGWD[ DVVHWVZLOOQRWEHUHDOL]HG

7KH&RPSDQ\UHFRUGVDOLDELOLW\IRUXQUHFRJQL]HGWD[EHQHILWVUHVXOWLQJIURPXQFHUWDLQWD[SRVLWLRQVWDNHQRUH[SHFWHGWREH WDNHQLQDWD[UHWXUQ7KH&RPSDQ\UHFRJQL]HVLQWHUHVWDQGSHQDOWLHVLIDQ\UHODWHGWRXQUHFRJQL]HGWD[EHQHILWVLQLQFRPHWD[ H[SHQVH

7KH&RPSDQ\KDVDFFUXDOVIRUWD[HVDQGDVVRFLDWHGLQWHUHVWWKDWPD\EHFRPHSD\DEOHLQIXWXUH\HDUVDVDUHVXOWRIDXGLWVE\

WD[DXWKRULWLHV7KH&RPSDQ\DFFUXHVIRUWD[FRQWLQJHQFLHVZKHQLWLVPRUHOLNHO\WKDQQRWWKDWDOLDELOLW\WRDWD[LQJDXWKRULW\KDV EHHQLQFXUUHGDQGWKHDPRXQWRIWKHFRQWLQJHQF\FDQEHUHDVRQDEO\HVWLPDWHG$OWKRXJKPDQDJHPHQWEHOLHYHVWKDWWKHSRVLWLRQV WDNHQRQSUHYLRXVO\ILOHGWD[UHWXUQVDUHUHDVRQDEOHWKH&RPSDQ\QHYHUWKHOHVVKDVHVWDEOLVKHGWD[DQGLQWHUHVWUHVHUYHVLQ
UHFRJQLWLRQWKDWYDULRXVWD[LQJDXWKRULWLHVPD\FKDOOHQJHWKHSRVLWLRQVWDNHQE\WKH&RPSDQ\UHVXOWLQJLQDGGLWLRQDOOLDELOLWLHVIRU WD[HVDQGLQWHUHVW7KHVHDPRXQWVDUHUHYLHZHGDVFLUFXPVWDQFHVZDUUDQWDQGDGMXVWHGDVHYHQWVRFFXUWKDWDIIHFWRXUSRWHQWLDO OLDELOLW\IRUDGGLWLRQDOWD[HVVXFKDVODSVLQJRIDSSOLFDEOHVWDWXWHVRIOLPLWDWLRQVFRQFOXVLRQRIWD[DXGLWVDGGLWLRQDOH[SRVXUHEDVHG RQFXUUHQWFDOFXODWLRQVLGHQWLILFDWLRQRIQHZLVVXHVUHOHDVHRIDGPLQLVWUDWLYHJXLGDQFHRUUHQGHULQJRIDFRXUWGHFLVLRQDIIHFWLQJD SDUWLFXODUWD[LVVXH

Recent Accounting Pronouncements

,Q'HFHPEHUWKH)$6%LVVXHG$FFRXQWLQJ6WDQGDUGV8SGDWH³$68´³Income Taxes (³Topic 740´) “Improvements to Income Tax Disclosures Topic 740´$68LVLQWHQGHGWRHQKDQFHWKHWUDQVSDUHQF\DQGGHFLVLRQ XVHIXOQHVVRILQFRPHWD[GLVFORVXUHV7KLVJXLGDQFHLVHIIHFWLYHIRUILVFDO\HDUVEHJLQQLQJDIWHU'HFHPEHUZLWKHDUO\ DGRSWLRQSHUPLWWHGDQGPD\EHDSSOLHGHLWKHUSURVSHFWLYHO\RUUHWURVSHFWLYHO\7KH&RPSDQ\LVFXUUHQWO\HYDOXDWLQJWKHLPSDFWRI $68RQWKH&RPSDQ\¶VFRQVROLGDWHGILQDQFLDOVWDWHPHQWV

,Q1RYHPEHUWKH)$6%LVVXHG$68³Government Assistance (Topic 832)´³$68´$68 SURYLGHVJXLGDQFHWRLQFUHDVHWKHWUDQVSDUHQF\RIJRYHUQPHQWDVVLVWDQFHLQFOXGLQJWKHGLVFORVXUHRIWKHW\SHVRIDVVLVWDQFH DQHQWLW\¶VDFFRXQWLQJIRUWKHDVVLVWDQFHDQGWKHHIIHFWRIWKHDVVLVWDQFHRQDQHQWLW\¶VILQDQFLDOVWDWHPHQWV$68 DSSOLHVWRDOOEXVLQHVVHQWLWLHVH[FHSWIRUQRWIRUSURILWHQWLWLHVZLWKLQWKHVFRSHRI Topic 958Not-for-Profit EntitiesDQGHPSOR\HH EHQHILWSODQVZLWKLQWKHVFRSHRI7RSLF3ODQ$FFRXQWLQJ 'HILQHG%HQHILW3HQVLRQ3ODQV7RSLF3ODQ$FFRXQWLQJ  'HILQHG&RQWULEXWLRQ3HQVLRQ3ODQVDQG7RSLF3ODQ$FFRXQWLQJ +HDOWKDQG:HOIDUH%HQHILW3ODQVWKDWDFFRXQWIRUD
WUDQVDFWLRQZLWKDJRYHUQPHQWE\DSSO\LQJDJUDQWRUFRQWULEXWLRQDFFRXQWLQJPRGHOE\DQDORJ\WRRWKHUDFFRXQWLQJJXLGDQFHIRU H[DPSOHDJUDQWPRGHOZLWKLQ,$ 6$FFRXQWLQJIRU*RYHUQPHQW*UDQWVDQG'LVFORVXUHRI*RYHUQPHQW$VVLVWDQFHRU6XEWRSLF 1RW)RU3URILW(QWLWLHV 5HYHQXH5HFRJQLWLRQ$68LVHIIHFWLYHIRUILVFDO\HDUVEHJLQQLQJDIWHU'HFHPEHU 7KH&RPSDQ\DGRSWHG$68IRUWKH\HDUHQGHG'HFHPEHU6HH1RWH±7KH&$5(6$FWIRUDGGLWLRQDO LQIRUPDWLRQRQWKH&RPSDQ\¶VDFFRXQWLQJIRUJRYHUQPHQWJUDQWVUHFHLYHG

,Q0DUFKWKH)$6%LVVXHG$68³5HIHUHQFH5DWH5HIRUP (Topic 848): Facilitation of the Effects of Reference Rate Reform on Financial Reporting´³$68´$68SURYLGHVRSWLRQDOJXLGDQFHIRUDOLPLWHGSHULRGRIWLPHWR HDVHWKHSRWHQWLDOEXUGHQLQDFFRXQWLQJIRURUUHFRJQL]LQJWKHHIIHFWVRIUHIHUHQFHUDWHUHIRUPRQILQDQFLDOUHSRUWLQJDQGDSSOLHVRQO\

WRFRQWUDFWVKHGJLQJUHODWLRQVKLSVDQGRWKHUWUDQVDFWLRQVWKDWUHIHUHQFHWKH/RQGRQ,QWHUEDQN2IIHUHG5DWH³/,%25´RUDQRWKHU UHIHUHQFHUDWHH[SHFWHGWREHGLVFRQWLQXHGEHFDXVHRIUHIHUHQFHUDWHUHIRUP$68LVHIIHFWLYHDVRI0DUFKWKURXJK 'HFHPEHU(QWLWLHVPD\DGRSW$68DVRIDQ\GDWHIURPWKHEHJLQQLQJRIDQLQWHULPSHULRGWKDWLQFOXGHVRULV VXEVHTXHQWWR0DUFKRUSURVSHFWLYHO\IURPDGDWHZLWKLQDQLQWHULPSHULRGWKDWLQFOXGHVRULVVXEVHTXHQWWR0DUFK

)



XSWRWKHGDWHWKDWWKHILQDQFLDOVWDWHPHQWVDUHDYDLODEOHWREHLVVXHG7KH&RPSDQ\DGRSWHG$68IRUWKHTXDUWHU HQGHG0DUFK6HH1RWH/RQJ7HUP'HEWIRUDGGLWLRQDOLQIRUPDWLRQRQWKH&RPSDQ\¶VDFFRXQWLQJIRUWKHUHIHUHQFH UDWHUHIRUP7KHUHLVQRVLJQLILFDQWLPSDFWRQWKH&RPSDQ\¶VFRQVROLGDWHGILQDQFLDOVWDWHPHQWV

5HYHQXH

5HYHQXHLVSULPDULO\GHULYHGIURPVHUYLFHVUHQGHUHGWRSDWLHQWVIRULQSDWLHQWSV\FKLDWULFDQGVXEVWDQFHDEXVHFDUHRXWSDWLHQW SV\FKLDWULFFDUHDQGUHVLGHQWLDOWUHDWPHQW7KHVHUYLFHVSURYLGHGE\WKH&RPSDQ\KDYHQRIL[HGGXUDWLRQDQGFDQEHWHUPLQDWHGE\ WKHSDWLHQWRUWKHIDFLOLW\DWDQ\WLPHDQGWKHUHIRUHHDFKWUHDWPHQWLVLWVRZQVWDQGDORQHFRQWUDFW

6HUYLFHVRUGHUHGE\DKHDOWKFDUHSURYLGHULQDQHSLVRGHRIFDUHDUHQRWVHSDUDWHO\LGHQWLILDEOHDQGWKHUHIRUHKDYHEHHQ FRPELQHGLQWRDVLQJOHSHUIRUPDQFHREOLJDWLRQIRUHDFKFRQWUDFW7KH&RPSDQ\UHFRJQL]HVUHYHQXHDVLWVSHUIRUPDQFHREOLJDWLRQV

DUHFRPSOHWHG7KHSHUIRUPDQFHREOLJDWLRQLVVDWLVILHGRYHUWLPHDVWKHFXVWRPHUVLPXOWDQHRXVO\UHFHLYHVDQGFRQVXPHVWKHEHQHILWV RIWKHKHDOWKFDUHVHUYLFHVSURYLGHG)RULQSDWLHQWVHUYLFHVWKH&RPSDQ\UHFRJQL]HVUHYHQXHHTXDOO\RYHUWKHSDWLHQWVWD\RQDGDLO\ EDVLV)RURXWSDWLHQWVHUYLFHVWKH&RPSDQ\UHFRJQL]HVUHYHQXHHTXDOO\RYHUWKHQXPEHURIWUHDWPHQWVSURYLGHGLQDVLQJOHHSLVRGH RIFDUH7\SLFDOO\SDWLHQWVDQGWKLUGSDUW\SD\RUVDUHELOOHGZLWKLQVHYHUDOGD\VRIWKHVHUYLFHEHLQJSHUIRUPHGRUWKHSDWLHQWEHLQJ GLVFKDUJHGDQGSD\PHQWVDUHGXHEDVHGRQFRQWUDFWWHUPV

$VWKH&RPSDQ\¶VSHUIRUPDQFHREOLJDWLRQVUHODWHWRFRQWUDFWVZLWKDGXUDWLRQRIRQH\HDURUOHVVWKH&RPSDQ\HOHFWHGWKH RSWLRQDOH[HPSWLRQLQ$6&D7KHUHIRUHWKH&RPSDQ\LVQRWUHTXLUHGWRGLVFORVHWKHWUDQVDFWLRQSULFHIRUWKH UHPDLQLQJSHUIRUPDQFHREOLJDWLRQVDWWKHHQGRIWKHUHSRUWLQJSHULRGRUZKHQWKH&RPSDQ\H[SHFWVWRUHFRJQL]HWKHUHYHQXH7KH &RPSDQ\KDVPLQLPDOXQVDWLVILHGSHUIRUPDQFHREOLJDWLRQVDWWKHHQGRIWKHUHSRUWLQJSHULRGDVWKH&RPSDQ\¶VSDWLHQWVW\SLFDOO\DUH XQGHUQRREOLJDWLRQWRUHPDLQDGPLWWHGLQWKH&RPSDQ\¶VIDFLOLWLHV

$W'HFHPEHUDQGHVWLPDWHGLPSOLFLWSULFHFRQFHVVLRQVRIPLOOLRQDQGPLOOLRQUHVSHFWLYHO\KDG EHHQUHFRUGHGDVUHGXFWLRQVWRWKH&RPSDQ\¶VDFFRXQWVUHFHLYDEOHEDODQFHVWRHQDEOHWKH&RPSDQ\WRUHFRUGLWVUHYHQXHVDQG DFFRXQWVUHFHLYDEOHDWWKHHVWLPDWHGDPRXQWVWKH&RPSDQ\H[SHFWHGWRFROOHFW

7KH&RPSDQ\GLVDJJUHJDWHVUHYHQXHIURPFRQWUDFWVZLWKFXVWRPHUVE\VHUYLFHW\SHDQGE\SD\RU

7KH&RPSDQ\¶VIDFLOLWLHVDQGVHUYLFHVSURYLGHGE\WKHIDFLOLWLHVFDQJHQHUDOO\EHFODVVLILHGLQWRWKHIROORZLQJFDWHJRULHVDFXWH

LQSDWLHQWSV\FKLDWULFIDFLOLWLHVVSHFLDOW\WUHDWPHQWIDFLOLWLHV&7&VDQGUHVLGHQWLDOWUHDWPHQWFHQWHUV

Acute inpatient psychiatric facilities.$FXWHLQSDWLHQWSV\FKLDWULFIDFLOLWLHVSURYLGHDKLJKOHYHORIFDUHLQRUGHUWRVWDELOL]H SDWLHQWVWKDWDUHHLWKHUDWKUHDWWRWKHPVHOYHVRUWRRWKHUV7KHDFXWHVHWWLQJSURYLGHVKRXUREVHUYDWLRQGDLO\LQWHUYHQWLRQDQG PRQLWRULQJE\SV\FKLDWULVWV

Specialty treatment facilities6SHFLDOW\WUHDWPHQWIDFLOLWLHVLQFOXGHUHVLGHQWLDOUHFRYHU\IDFLOLWLHVDQGHDWLQJGLVRUGHUIDFLOLWLHV 7KH&RPSDQ\SURYLGHVDFRPSUHKHQVLYHFRQWLQXXPRIFDUHIRUDGXOWVZLWKDGGLFWLYHGLVRUGHUVDQGFRRFFXUULQJPHQWDOGLVRUGHUV ,QSDWLHQWLQFOXGLQJGHWR[LILFDWLRQDQGUHKDELOLWDWLRQSDUWLDOKRVSLWDOL]DWLRQDQGRXWSDWLHQWWUHDWPHQWSURJUDPVJLYHSDWLHQWVDFFHVV WRWKHOHDVWUHVWULFWLYHOHYHORIFDUH
Comprehensive treatment centers. &7&VVSHFLDOL]HLQSURYLGLQJPHGLFDWLRQDVVLVWHGWUHDWPHQWLQDQRXWSDWLHQWVHWWLQJWR LQGLYLGXDOVDGGLFWHGWRRSLRLGVVXFKDVRSLRLGDQDOJHVLFVSUHVFULSWLRQSDLQPHGLFDWLRQV

Residential treatment centers5HVLGHQWLDOWUHDWPHQWFHQWHUVWUHDWSDWLHQWVZLWKEHKDYLRUDOGLVRUGHUVLQDQRQKRVSLWDOVHWWLQJ 7KHIDFLOLWLHVEDODQFHWKHUDS\DFWLYLWLHVZLWKVRFLDODFDGHPLFDQGRWKHUDFWLYLWLHV

7KHWDEOHEHORZSUHVHQWVWRWDOUHYHQXHIURPFRQWLQXLQJRSHUDWLRQVDWWULEXWHGWRHDFKFDWHJRU\LQWKRXVDQGV
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	&RPSUHKHQVLYHWUHDWPHQWFHQWHUV
	 
	  
	  
	

	5HVLGHQWLDOWUHDWPHQWFHQWHUV
	 
	  
	  
	

	2WKHU
	 
	
	  
	
	  
	
	

	5HYHQXH
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



7KH&RPSDQ\UHFHLYHVSD\PHQWVIURPWKHIROORZLQJVRXUFHVIRUVHUYLFHVUHQGHUHGLQLWVIDFLOLWLHVLVWDWHJRYHUQPHQWVXQGHU WKHLUUHVSHFWLYH0HGLFDLGDQGRWKHUSURJUDPVLLFRPPHUFLDOLQVXUHUVLLLWKHIHGHUDOJRYHUQPHQWXQGHUWKH0HGLFDUHSURJUDP DGPLQLVWHUHGE\WKH&HQWHUVIRU0HGLFDUHDQG0HGLFDLG6HUYLFHV³&06´DQGRWKHUSURJUDPVDQGLYLQGLYLGXDOSDWLHQWVDQG FOLHQWV




)



7KH&RPSDQ\GHWHUPLQHVWKHWUDQVDFWLRQSULFHEDVHGRQHVWDEOLVKHGELOOLQJUDWHVUHGXFHGE\FRQWUDFWXDODGMXVWPHQWVSURYLGHG WRWKLUGSDUW\SD\RUVGLVFRXQWVSURYLGHGWRXQLQVXUHGSDWLHQWVDQGLPSOLFLWSULFHFRQFHVVLRQV&RQWUDFWXDODGMXVWPHQWVDQGGLVFRXQWV DUHEDVHGRQFRQWUDFWXDODJUHHPHQWVGLVFRXQWSROLFLHVDQGKLVWRULFDOH[SHULHQFH,PSOLFLWSULFHFRQFHVVLRQVDUHEDVHGRQKLVWRULFDO FROOHFWLRQH[SHULHQFH0RVWRIWKH&RPSDQ\¶VIDFLOLWLHVKDYHFRQWUDFWVFRQWDLQLQJYDULDEOHFRQVLGHUDWLRQ+RZHYHULWLVXQOLNHO\D VLJQLILFDQWUHYHUVDORIUHYHQXHZLOORFFXUZKHQWKHXQFHUWDLQW\LVUHVROYHGDQGWKHUHIRUHWKH&RPSDQ\KDVLQFOXGHGWKHYDULDEOH FRQVLGHUDWLRQLQWKHHVWLPDWHGWUDQVDFWLRQSULFH6XEVHTXHQWFKDQJHVUHVXOWLQJIURPDSDWLHQW¶VDELOLW\WRSD\DUHUHFRUGHGDVEDG GHEWH[SHQVHZKLFKLVLQFOXGHGDVDFRPSRQHQWRIRWKHURSHUDWLQJH[SHQVHVLQWKHFRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQV%DGGHEW H[SHQVHIRUWKH\HDUVHQGHG'HFHPEHUDQGZDVQRWVLJQLILFDQW

7KH&RPSDQ\GHULYHVDVLJQLILFDQWSRUWLRQRILWVUHYHQXHIURP0HGLFDUH0HGLFDLGDQGRWKHUSD\RUVWKDWUHFHLYHGLVFRXQWV IURPHVWDEOLVKHGELOOLQJUDWHV7KH0HGLFDUHDQG0HGLFDLGUHJXODWLRQVDQGYDULRXVPDQDJHGFDUHFRQWUDFWVXQGHUZKLFKWKHVH GLVFRXQWVPXVWEHHVWLPDWHGDUHFRPSOH[VXEMHFWWRLQWHUSUHWDWLRQDQGDGMXVWPHQWDQGPD\LQFOXGHPXOWLSOHUHLPEXUVHPHQW PHFKDQLVPVIRUGLIIHUHQWW\SHVRIVHUYLFHVSURYLGHGLQWKH&RPSDQ\¶VIDFLOLWLHVDQGFRVWVHWWOHPHQWSURYLVLRQV0DQDJHPHQW HVWLPDWHVWKHWUDQVDFWLRQSULFHRQDSD\RUVSHFLILFEDVLVJLYHQLWVLQWHUSUHWDWLRQRIWKHDSSOLFDEOHUHJXODWLRQVRUFRQWUDFWWHUPV7KH

VHUYLFHVDXWKRUL]HGDQGSURYLGHGDQGUHODWHGUHLPEXUVHPHQWDUHRIWHQVXEMHFWWRLQWHUSUHWDWLRQWKDWFRXOGUHVXOWLQSD\PHQWVWKDW GLIIHUIURPWKH&RPSDQ\¶VHVWLPDWHV$GGLWLRQDOO\XSGDWHGUHJXODWLRQVDQGFRQWUDFWUHQHJRWLDWLRQVRFFXUIUHTXHQWO\QHFHVVLWDWLQJ UHJXODUUHYLHZDQGDVVHVVPHQWRIWKHHVWLPDWLRQSURFHVVE\PDQDJHPHQW
¶VILQDQFLDOFRQGLWLRQRUUHVXOWVRIRSHUDWLRQV7KH&RPSDQ\¶VFRVWUHSRUWSD\DEOHV ZHUHPLOOLRQDQGPLOOLRQDVRI'HFHPEHUDQGUHVSHFWLYHO\DQGZHUHLQFOXGHGLQRWKHUFXUUHQWOLDELOLWLHV RQWKHFRQVROLGDWHGEDODQFHVKHHW7KHQHWDGMXVWPHQWVWRHVWLPDWHGFRVWUHSRUWVHWWOHPHQWVUHVXOWHGLQDQLQFUHDVHWRUHYHQXHRI PLOOLRQDQGPLOOLRQUHVSHFWLYHO\IRUWKH\HDUVHQGHG'HFHPEHUDQGFRPSDUHGWRDGHFUHDVHWRUHYHQXHRI PLOOLRQIRUWKH\HDUHQGHG'HFHPEHU

7KH&RPSDQ\SURYLGHVFDUHZLWKRXWFKDUJHWRSDWLHQWVZKRDUHILQDQFLDOO\XQDEOHWRSD\IRUWKHKHDOWKFDUHVHUYLFHVWKH\ UHFHLYHEDVHGRQ&RPSDQ\SROLFLHVDQGIHGHUDODQGVWDWHSRYHUW\WKUHVKROGV6XFKDPRXQWVGHWHUPLQHGWRTXDOLI\DVFKDULW\FDUHDUH QRWUHSRUWHGDVUHYHQXH7KHFRVWRISURYLGLQJFKDULW\FDUHVHUYLFHVZHUHPLOOLRQPLOOLRQDQGPLOOLRQIRUWKH\HDUV HQGHG'HFHPEHUDQGUHVSHFWLYHO\7KHHVWLPDWHGFRVWRIFKDULW\FDUHVHUYLFHVZDVGHWHUPLQHGXVLQJDUDWLRRI FRVWWRJURVVFKDUJHVGHWHUPLQHGIURPWKH&RPSDQ\¶VPRVWUHFHQWO\ILOHG0HGLFDUHFRVWUHSRUWVDQGDSSO\LQJWKDWUDWLRWRWKHJURVV FKDUJHVDVVRFLDWHGZLWKSURYLGLQJFKDULW\FDUHIRUWKHSHULRG

7KHIROORZLQJWDEOHSUHVHQWVUHYHQXHE\SD\RUW\SHDQGDVDSHUFHQWDJHRIUHYHQXHIRUFRQWLQXLQJRSHUDWLRQVIRUWKH\HDUV HQGHG'HFHPEHUDQGLQWKRXVDQGV
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)



(DUQLQJV3HU6KDUH

7KHIROORZLQJWDEOHVHWVIRUWKWKHFRPSXWDWLRQRIEDVLFDQGGLOXWHGORVVHDUQLQJVSHUVKDUHIRUWKH\HDUVHQGHG'HFHPEHU

DQGLQWKRXVDQGVH[FHSWSHUVKDUHDPRXQWV

	
	
	
	
	<HDU(QGHG'HFHPEHU
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	/RVVLQFRPHIURPFRQWLQXLQJRSHUDWLRQVDWWULEXWDEOHWR$FDGLD
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	1HWORVVLQFRPHDWWULEXWDEOHWR$FDGLD+HDOWKFDUH
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	&RPSDQ\,QF
	 
	 
	  
	
	
	
	

	'HQRPLQDWRU
	
	
	
	
	 
	
	
	
	
	
	
	
	
	

	:HLJKWHGDYHUDJHVKDUHVRXWVWDQGLQJIRUEDVLF
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	HDUQLQJVSHUVKDUH
	 
	  
	  
	
	
	
	

	(IIHFWVRIGLOXWLYHLQVWUXPHQWV
	 
	
	  
	 
	
	
	
	
	

	6KDUHVXVHGLQFRPSXWLQJGLOXWHGHDUQLQJVSHU
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	%DVLFORVVHDUQLQJVSHUVKDUHDWWULEXWDEOHWR$FDGLD
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	/RVVLQFRPHIURPFRQWLQXLQJRSHUDWLRQVDWWULEXWDEOHWR
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	$FDGLD+HDOWKFDUH&RPSDQ\,QF
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	&RPSDQ\,QF
	
	
	 
	
	
	
	
	
	
	
	

	
	
	
	
	
	 
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	'LOXWHGORVVHDUQLQJVSHUVKDUHDWWULEXWDEOHWR$FDGLD
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	+HDOWKFDUH&RPSDQ\,QFVWRFNKROGHUV
	
	
	
	 
	
	
	
	
	
	
	
	
	
	

	/RVVLQFRPHIURPFRQWLQXLQJRSHUDWLRQVDWWULEXWDEOHWR
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	$FDGLD+HDOWKFDUH&RPSDQ\,QF
	 
	 
	
	  
	
	
	
	

	/RVVIURPGLVFRQWLQXHGRSHUDWLRQV
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)RUWKH\HDUHQGHG'HFHPEHUDSSUR[LPDWHO\PLOOLRQRXWVWDQGLQJVKDUHVRIUHVWULFWHGVWRFNDQGVKDUHVRI FRPPRQVWRFNLVVXDEOHXSRQH[HUFLVHRIRXWVWDQGLQJVWRFNRSWLRQDZDUGVKDYHEHHQH[FOXGHGLQWKHFDOFXODWLRQRIZHLJKWHGDYHUDJH VKDUHVRXWVWDQGLQJGLOXWHG7KHVHVKDUHVDUHH[FOXGHGIURPWKHFDOFXODWLRQRIGLOXWHGHDUQLQJVSHUVKDUHLQWKHFRQGHQVHG

FRQVROLGDWHGVWDWHPHQWRIRSHUDWLRQVEHFDXVHWKHQHWORVVIRUWKH\HDUHQGHG'HFHPEHUFDXVHVVXFKVHFXULWLHVWREHDQWL GLOXWLYH$SSUR[LPDWHO\PLOOLRQPLOOLRQDQGPLOOLRQVKDUHVRIFRPPRQVWRFNLVVXDEOHXSRQH[HUFLVHRIRXWVWDQGLQJVWRFN RSWLRQVZHUHH[FOXGHGIURPWKHFDOFXODWLRQRIGLOXWHGHDUQLQJVSHUVKDUHIRUWKH\HDUVHQGHG'HFHPEHUDQG UHVSHFWLYHO\EHFDXVHWKHLUHIIHFWZRXOGKDYHEHHQDQWLGLOXWLYH

$FTXLVLWLRQV

7KH&RPSDQ\¶VDFTXLVLWLRQVWUDWHJ\LVWRDFTXLUHDQGGHYHORSEHKDYLRUDOKHDOWKFDUHIDFLOLWLHVDQGLPSURYHRSHUDWLQJUHVXOWV

ZLWKLQLWVIDFLOLWLHVDQGLWVRWKHUEHKDYLRUDOKHDOWKFDUHRSHUDWLRQV

,Q-XO\WKH&RPSDQ\VLJQHGDGHILQLWLYHDJUHHPHQWWRDFTXLUHVXEVWDQWLDOO\DOORIWKHDVVHWVRI7XUQLQJ3RLQW&HQWHUV ³7XUQLQJ3RLQW´DEHGVSHFLDOW\SURYLGHURIVXEVWDQFHXVHGLVRUGHUDQGSULPDU\PHQWDOKHDOWKWUHDWPHQWVHUYLFHVWKDWVXSSRUWV WKH6DOW/DNH&LW\8WDKPHWURSROLWDQPDUNHW7XUQLQJ3RLQWSURYLGHVDIXOOFRQWLQXXPRIWUHDWPHQWVHUYLFHVLQFOXGLQJUHVLGHQWLDO SDUWLDOKRVSLWDOL]DWLRQDQGLQWHQVLYHRXWSDWLHQWVHUYLFHV7KHWUDQVDFWLRQFORVHGRQ)HEUXDU\

2Q1RYHPEHUWKH&RPSDQ\DFTXLUHGIRXU&7&VORFDWHGLQ*HRUJLDIURP%UDQG1HZ6WDUW7UHDWPHQW&HQWHUV 2Q'HFHPEHUWKH&RPSDQ\DFTXLUHGWKHHTXLW\RI&HQWHU3RLQWH%HKDYLRUDO+HDOWK6\VWHP//&DQGFHUWDLQUHODWHG

HQWLWLHV³&HQWHU3RLQWH´IRUFDVKFRQVLGHUDWLRQRIDSSUR[LPDWHO\PLOOLRQ7KHDFTXLVLWLRQZDVIXQGHGWKURXJKDFRPELQDWLRQ RIFDVKRQKDQGDQGDPLOOLRQGUDZRQWKH5HYROYLQJ)DFLOLW\$WWKHWLPHRIWKHDFTXLVLWLRQ&HQWHU3RLQWHRSHUDWHGIRXUDFXWH LQSDWLHQWKRVSLWDOVZLWKEHGVDQGWHQRXWSDWLHQWORFDWLRQVSULPDULO\LQ0LVVRXUL



)



Goodwill

7KHIROORZLQJWDEOHVXPPDUL]HVFKDQJHVLQJRRGZLOOIRUWKH\HDUVHQGHG'HFHPEHUDQGLQWKRXVDQGV 
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2IWKHLQFUHDVHVWRJRRGZLOOIURPDFTXLVLWLRQVLQDQGWKH&RPSDQ\H[SHFWVPLOOLRQDQGPLOOLRQWREH WD[GHGXFWLEOHIRUWKH\HDUVHQGHG'HFHPEHUDQGUHVSHFWLYHO\

2WKHUFXUUHQWDVVHWV

2WKHUFXUUHQWDVVHWVFRQVLVWHGRIWKHIROORZLQJLQWKRXVDQGV
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3URSHUW\DQG(TXLSPHQW

3URSHUW\DQGHTXLSPHQWFRQVLVWHGRIWKHIROORZLQJDW'HFHPEHUDQGLQWKRXVDQGV



	
	
	
	
	'HFHPEHU
	
	
	

	
	
	
	
	
	
	
	
	
	

	/DQG
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	%XLOGLQJDQGLPSURYHPHQWV
	
	
	
	
	
	
	

	(TXLSPHQW
	
	
	
	
	
	
	

	&RQVWUXFWLRQLQSURJUHVV
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	/HVVDFFXPXODWHGGHSUHFLDWLRQ
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	3URSHUW\DQGHTXLSPHQWQHW
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	




'XULQJWKH\HDUHQGHG'HFHPEHUWKH&RPSDQ\UHFRUGHGQRQFDVKSURSHUW\LPSDLUPHQWFKDUJHVRIPLOOLRQ UHODWHGWRWKHFORVXUHRIFHUWDLQIDFLOLWLHVZKLFKLVLQFOXGHGLQORVVRQLPSDLUPHQWLQWKHFRQGHQVHGFRQVROLGDWHGVWDWHPHQWVRI RSHUDWLRQV

7KH&RPSDQ\KDVUHFRUGHGDVVHWVKHOGIRUVDOHZLWKLQRWKHUFXUUHQWDVVHWVRQWKHFRQVROLGDWHGEDODQFHVKHHWVIRUFORVHG SURSHUWLHVDFWLYHO\PDUNHWHGRIPLOOLRQDQGPLOOLRQDW'HFHPEHUDQGUHVSHFWLYHO\










)



2WKHU,QWDQJLEOH$VVHWV

2WKHULGHQWLILDEOHLQWDQJLEOHDVVHWVDQGUHODWHGDFFXPXODWHGDPRUWL]DWLRQFRQVLVWHGRIWKHIROORZLQJDW'HFHPEHUDQG LQWKRXVDQGV
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$OOWKH&RPSDQ\¶VGHILQLWHOLYHGLQWDQJLEOHDVVHWVDUHIXOO\DPRUWL]HG7KH&RPSDQ\¶VOLFHQVHVDQGDFFUHGLWDWLRQVWUDGH QDPHVDQGFHUWLILFDWHRIQHHGLQWDQJLEOHDVVHWVKDYHLQGHILQLWHOLYHVDQGDUHWKHUHIRUHQRWVXEMHFWWRDPRUWL]DWLRQ 
'XULQJWKH\HDUHQGHG'HFHPEHUWKH&RPSDQ\UHFRUGHGDQRQFDVKLQGHILQLWHOLYHGLQWDQJLEOHDVVHWLPSDLUPHQW FKDUJHRIPLOOLRQUHODWHGWRWKHFORVXUHRIFHUWDLQIDFLOLWLHVZKLFKLVLQFOXGHGLQORVVRQLPSDLUPHQWLQWKHFRQGHQVHG FRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQV

/HDVHV

7KH&RPSDQ\¶VOHDVHSRUWIROLRSULPDULO\FRQVLVWVRIILQDQFHDQGRSHUDWLQJUHDOHVWDWHOHDVHVLQWHJUDOIRUIDFLOLW\RSHUDWLRQV 7KHRULJLQDOWHUPVRIWKHOHDVHVW\SLFDOO\UDQJHIURPILYHWRWKLUW\\HDUVZLWKRSWLRQDOUHQHZDOSHULRGV$PLQLPDOSRUWLRQRIWKH &RPSDQ\¶VOHDVHSRUWIROLRFRQVLVWVRIQRQUHDOHVWDWHOHDVHVLQFOXGLQJFRSLHUVDQGHTXLSPHQWZKLFKJHQHUDOO\KDYHOHDVHWHUPVRI RQHWRWKUHH\HDUVDQGKDYHLQVLJQLILFDQWOHDVHREOLJDWLRQV

7KH&RPSDQ\HOHFWHGWKHDFFRXQWLQJSROLF\SUDFWLFDOH[SHGLHQWVE\FODVVRIXQGHUO\LQJDVVHWLQ$6&³/HDVHV´WRL

FRPELQHDVVRFLDWHGOHDVHDQGQRQOHDVHFRPSRQHQWVLQWRDVLQJOHOHDVHFRPSRQHQWDQGLLH[FOXGHUHFRUGLQJVKRUWWHUPOHDVHVDV

ULJKWRIXVHDVVHWVDQGOLDELOLWLHVRQWKHFRQVROLGDWHGEDODQFHVKHHWV1RQOHDVHFRPSRQHQWVZKLFKDUHQRWVLJQLILFDQWRYHUDOODUH

FRPELQHGZLWKOHDVHFRPSRQHQWV

2SHUDWLQJOHDVHOLDELOLWLHVDUHUHFRUGHGDWWKHSUHVHQWYDOXHRIUHPDLQLQJOHDVHSD\PHQWVQRW\HWSDLGIRUWKHOHDVHWHUP GLVFRXQWHGXVLQJWKHLQFUHPHQWDOERUURZLQJUDWHDVVRFLDWHGZLWKHDFKOHDVH2SHUDWLQJOHDVHULJKWRIXVHDVVHWVUHSUHVHQWRSHUDWLQJ OHDVHOLDELOLWLHVDGMXVWHGIRUSUHSD\PHQWVDFFUXHGOHDVHSD\PHQWVOHDVHLQFHQWLYHVDQGLQLWLDOGLUHFWFRVWV&HUWDLQRIWKH&RPSDQ\¶V OHDVHVLQFOXGHUHQHZDORUWHUPLQDWLRQRSWLRQV&DOFXODWLRQRIRSHUDWLQJOHDVHULJKWRIXVHDVVHWVDQGOLDELOLWLHVLQFOXGHWKHLQLWLDO OHDVHWHUPXQOHVVLWLVUHDVRQDEO\FHUWDLQDUHQHZDORUWHUPLQDWLRQRSWLRQZLOOEHH[HUFLVHG9DULDEOHFRPSRQHQWVRIOHDVHSD\PHQWV IOXFWXDWLQJZLWKDIXWXUHLQGH[RUUDWHDVZHOODVWKRVHUHODWHGWRFRPPRQDUHDPDLQWHQDQFHFRVWVDUHQRWLQFOXGHGLQGHWHUPLQLQJ OHDVHOLDELOLWLHVDQGDUHH[SHQVHGDVLQFXUUHG0RVWRIWKH&RPSDQ\¶VOHDVHVGRQRWFRQWDLQLPSOLFLWERUURZLQJUDWHVDQGWKHUHIRUH LQFUHPHQWDOERUURZLQJUDWHVZHUHFDOFXODWHGEDVHGRQLQIRUPDWLRQDYDLODEOHDWWKHOHDVHFRPPHQFHPHQWGDWH7KH&RPSDQ\UHYLHZV VHUYLFHDJUHHPHQWVIRUHPEHGGHGOHDVHVDQGUHFRUGVULJKWRIXVHDVVHWVDQGOLDELOLWLHVDVQHFHVVDU\

7KH&RPSDQ\UHFRUGHGQRQFDVKRSHUDWLQJOHDVHULJKWRIXVHDVVHWLPSDLUPHQWFKDUJHVRIPLOOLRQUHODWHGWRWKHFORVXUH RIFHUWDLQIDFLOLWLHVZKLFKLVLQFOXGHGLQORVVRQLPSDLUPHQWLQWKHFRQGHQVHGFRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQV
















)



Lease Position

7KH&RPSDQ\UHFRUGHGWKHIROORZLQJDW'HFHPEHUDQGRQWKHFRQVROLGDWHGEDODQFHVKHHWVLQWKRXVDQGV 

	5LJKWRI8VH$VVHWV
	
	
	%DODQFH6KHHW&ODVVLILFDWLRQ
	  'HFHPEHU
	
	  'HFHPEHU
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	)LQDQFHOHDVHULJKWRIXVHDVVHWV
	 3URSHUW\DQGHTXLSPHQWQHW
	
	
	
	
	
	
	

	2SHUDWLQJOHDVHULJKWRIXVHDVVHWV
	
	2SHUDWLQJOHDVHULJKWRIXVHDVVHWV
	
	
	
	
	
	
	
	

	7RWDO
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	



	
	
	
	
	
	
	
	
	
	
	
	 
	
	
	
	

	
	/HDVH/LDELOLWLHV
	
	
	%DODQFH6KHHW&ODVVLILFDWLRQ
	
	
	
	'HFHPEHU
	
	
	'HFHPEHU
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	&XUUHQW
	 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	)LQDQFHOHDVHOLDELOLWLHV
	
	2WKHUDFFUXHGOLDELOLWLHV
	
	
	
	
	
	
	
	
	
	
	
	

	2SHUDWLQJOHDVHOLDELOLWLHV
	 &XUUHQWSRUWLRQRIRSHUDWLQJOHDVHOLDELOLWLHV
	
	
	
	
	
	
	
	
	

	1RQFXUUHQW
	 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	)LQDQFHOHDVHOLDELOLWLHV
	
	2WKHUOLDELOLWLHV
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2SHUDWLQJOHDVHOLDELOLWLHV
	 2SHUDWLQJOHDVHOLDELOLWLHV
	
	
	
	
	
	
	
	
	
	
	
	

	7RWDO
	 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	:HLJKWHGDYHUDJHUHPDLQLQJOHDVHWHUPVDQGGLVFRXQWUDWHVZHUHDVIROORZVDW'HFHPEHUDQG
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	'HFHPEHU
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	 
	
	
	
	
	
	
	
	
	
	

	
	:HLJKWHGDYHUDJHUHPDLQLQJOHDVHWHUPLQ\HDUV
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	 
	
	
	
	
	
	
	
	

	
	)LQDQFH
	
	
	
	
	 
	
	
	
	
	
	
	
	
	

	
	2SHUDWLQJ
	
	
	
	 
	
	
	 
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	:HLJKWHGDYHUDJHGLVFRXQWUDWH
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	)LQDQFH
	
	
	
	 
	
	
	 
	
	
	
	
	
	

	
	2SHUDWLQJ
	
	
	
	 
	
	
	 
	
	
	
	
	
	



Lease Costs

7KH&RPSDQ\UHFRUGHGWKHIROORZLQJOHDVHFRVWVIRUWKH\HDUVHQGHG'HFHPEHUDQGLQWKRXVDQGV


	
	
	
	
	
	
	
	
	<HDU(QGHG'HFHPEHU
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	)LQDQFHOHDVHFRVWV
	
	
	
	
	
	 
	
	
	
	 
	
	
	
	
	
	

	'HSUHFLDWLRQRIOHDVHGDVVHWV
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	,QWHUHVWRIOHDVHOLDELOLWLHV
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	7RWDOILQDQFHOHDVHFRVWV
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2SHUDWLQJOHDVHFRVWV
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	9DULDEOHOHDVHFRVWV
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	6KRUWWHUPOHDVHFRVWV
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2WKHUOHDVHFRVWV
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	7RWDOUHQWVDQGOHDVHV
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	7RWDOOHDVHFRVWV
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	














)




Other

8QGLVFRXQWHGIXWXUHFDVKIORZVIRUILQDQFHDQGRSHUDWLQJOHDVHVUHFRUGHGRQWKHFRQVROLGDWHGEDODQFHVKHHWZHUHDVIROORZVDW

'HFHPEHULQWKRXVDQGV

	
	
	
	)LQDQFH/HDVHV  
	
	2SHUDWLQJ/HDVHV   
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	7KHUHDIWHU
	
	
	
	
	

	7RWDOPLQLPXPOHDVHSD\PHQWV
	
	
	
	
	
	
	
	

	
	
	
	
	
	

	/HVVDPRXQWRIOHDVHSD\PHQWVUHSUHVHQWLQJLQWHUHVW
	
	
	
	
	

	3UHVHQWYDOXHRIIXWXUHPLQLPXPOHDVHSD\PHQWV
	
	
	
	
	
	
	
	

	
	
	
	
	
	

	/HVV&XUUHQWSRUWLRQRIOHDVHOLDELOLWLHV
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	1RQFXUUHQWOHDVHOLDELOLWLHV
	
	
	
	
	

	
	
	
	
	
	
	
	
	



6XSSOHPHQWDOGDWDIRUWKH\HDUVHQGHG'HFHPEHUDQGZHUHDVIROORZVLQWKRXVDQGV

	
	
	
	
	
	<HDU(QGHG'HFHPEHU
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	&DVKSDLGIRUDPRXQWVLQFOXGHGLQWKHPHDVXUHPHQWRI
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	OHDVHOLDELOLWLHV
	
	
	
	
	
	
	
	
	
	 
	
	
	

	2SHUDWLQJFDVKIORZVIRURSHUDWLQJOHDVHV
	
	
	
	
	
	
	
	
	

	2SHUDWLQJFDVKIORZVIRUILQDQFHOHDVHV
	
	
	
	
	
	
	
	

	)LQDQFLQJFDVKIORZVIRUILQDQFHOHDVHV
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	5LJKWRIXVHDVVHWVREWDLQHGLQH[FKDQJHIRUOHDVH
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	REOLJDWLRQV
	
	
	
	
	
	 
	
	
	 
	
	
	

	2SHUDWLQJOHDVHV
	
	
	
	
	
	
	
	
	

	)LQDQFHOHDVHV
	
	
	
	
	
	
	
	
	
	
	





7KH&$5(6$FW

 $VSDUWRIWKH&RURQDYLUXV$LG5HOLHIDQG(FRQRPLF6HFXULW\$FWWKH³&$5(6$FW´WKH86JRYHUQPHQWDQQRXQFHGLW ZRXOGRIIHUELOOLRQRIUHOLHIWRHOLJLEOHKHDOWKFDUHSURYLGHUV2Q$SULOWKHQ3UHVLGHQW7UXPSVLJQHGLQWRODZWKH 3D\FKHFN3URWHFWLRQ3URJUDPDQG+HDOWK&DUH(QKDQFHPHQW$FWWKH³333$FW´$PRQJRWKHUWKLQJVWKH333$FWDOORFDWHG ELOOLRQWRHOLJLEOHKHDOWKFDUHSURYLGHUVWRKHOSRIIVHWORVVHVDQGH[SHQVHVUHODWHGWRWKHQRYHOFRURQDYLUXVNQRZQDV&29,' ³&29,'´7KHELOOLRQDOORFDWHGXQGHUWKH333$FWZDVLQDGGLWLRQWRWKHELOOLRQDOORFDWHGWRKHDOWKFDUHSURYLGHUVIRU WKHVDPHSXUSRVHVLQWKH&$5(6$FWDQGZDVGLVEXUVHGWRSURYLGHUVXQGHUWHUPVDQGFRQGLWLRQVVLPLODUWRWKH&$5(6$FWIXQGV 7KH&RPSDQ\DFFRXQWVIRUJRYHUQPHQWJUDQWVE\DQDORJL]LQJWRWKHJUDQWPRGHOLQDFFRUGDQFHZLWK,QWHUQDWLRQDO$FFRXQWLQJ 6WDQGDUG³,$6´Accounting for Government Grants and Disclosure of Government AssistanceDQGDVVXFKKDVUHFRJQL]HG LQFRPHIURPJUDQWVLQOLQHZLWKWKHUHFRJQLWLRQRIH[SHQVHVRUWKHORVVRIUHYHQXHVIRUZKLFKWKHJUDQWVDUHLQWHQGHGWRFRPSHQVDWH
7KH&RPSDQ\UHFRJQL]HVJUDQWVRQFHERWKRIWKHIROORZLQJFRQGLWLRQVDUHPHWLWKH&RPSDQ\LVDEOHWRFRPSO\ZLWKWKHUHOHYDQW

WHUPVDQGFRQGLWLRQVRIWKHJUDQWDQGLLWKHJUDQWZLOOEHUHFHLYHG

'XULQJWKH&RPSDQ\SDUWLFLSDWHGLQFHUWDLQUHOLHISURJUDPVRIIHUHGWKURXJKWKH&$5(6$FWLQFOXGLQJUHFHLSWRI DSSUR[LPDWHO\PLOOLRQUHODWLQJWRWKH3XEOLF+HDOWKDQG6RFLDO6HUYLFHV(PHUJHQF\)XQG³3+66()XQG´DOVRNQRZQDVWKH 3URYLGHU5HOLHI)XQG'XULQJWKHIRXUWKTXDUWHURIWKH&RPSDQ\UHFRUGHGDSSUR[LPDWHO\PLOOLRQRILQFRPHIURP SURYLGHUUHOLHIIXQGUHODWHGWR3+66()XQGDPRXQWVUHFHLYHGLQ

,QWKH&RPSDQ\UHFHLYHGPLOOLRQRIDGGLWLRQDOIXQGVIURPWKH3+66()XQG'XULQJWKHIRXUWKTXDUWHURI

WKH&RPSDQ\UHFRUGHGPLOOLRQRILQFRPHIURPSURYLGHUUHOLHIIXQGUHODWHGWR3+66()XQGDPRXQWVUHFHLYHG'XULQJWKH\HDU HQGHG'HFHPEHUWKH&RPSDQ\UHFHLYHGPLOOLRQRIDGGLWLRQDOIXQGVIURPWKH3+66()XQGDQGPLOOLRQIURP WKH$PHULFDQ5HVFXH3ODQ³$53´5XUDO3D\PHQWVIRU+RVSLWDOV'XULQJWKH\HDUHQGHG'HFHPEHUWKH&RPSDQ\ UHFRUGHGPLOOLRQRILQFRPHIURPSURYLGHUUHOLHIIXQGUHODWHGWR3+66()XQGDQG$53IXQGVUHFHLYHG'XULQJWKH\HDUHQGHG 'HFHPEHUWKH&RPSDQ\UHFRUGHGPLOOLRQRILQFRPHIURPSURYLGHUUHOLHIIXQGUHODWHGWR$53IXQGVUHFHLYHGDQG


)



UHSDLGWKHUHPDLQLQJEDODQFHRI$53IXQGVWRHOLPLQDWHWKHOLDELOLW\$W'HFHPEHUWKHXQUHFRJQL]HGIXQGVRIPLOOLRQ

ZHUHLQFOXGHGLQRWKHUDFFUXHGOLDELOLWLHVRQWKHFRQVROLGDWHGEDODQFHVKHHW



'XULQJWKH&RPSDQ\DSSOLHGIRUDQGUHFHLYHGDSSUR[LPDWHO\PLOOLRQRISD\PHQWVIURPWKH&06$FFHOHUDWHGDQG $GYDQFH3D\PHQW3URJUDP2IWKHPLOOLRQRIDGYDQFHSD\PHQWVUHFHLYHGLQWKH&RPSDQ\UHSDLGDSSUR[LPDWHO\ PLOOLRQRIDGYDQFHSD\PHQWVGXULQJDQGPDGHDGGLWLRQDOUHSD\PHQWVRIDSSUR[LPDWHO\PLOOLRQGXULQJWKH\HDUHQGHG 'HFHPEHUWRHOLPLQDWHWKHOLDELOLW\

,QDGGLWLRQWKH&RPSDQ\UHFHLYHGDLQFUHDVHLQIDFLOLWLHV¶0HGLFDUHUHLPEXUVHPHQWUDWHDVDUHVXOWRIWKHWHPSRUDU\ VXVSHQVLRQRI0HGLFDUHVHTXHVWUDWLRQIURP0D\WR0DUFKZKLFKZDVUHGXFHGWRRQ$SULODQGZDV HOLPLQDWHGHIIHFWLYH-XO\

7KH&$5(6$FWDOVRSURYLGHGIRUFHUWDLQIHGHUDOLQFRPHDQGRWKHUWD[FKDQJHV7KH&RPSDQ\UHFHLYHGDFDVKEHQHILWRI DSSUR[LPDWHO\PLOOLRQIRUUHODWLQJWRWKHGHOD\RISD\PHQWRIWKHHPSOR\HUSRUWLRQRI6RFLDO6HFXULW\SD\UROOWD[HV7KH &RPSDQ\UHSDLGKDOIRIWKHPLOOLRQRISD\UROOWD[GHIHUUDOVGXULQJWKHWKLUGTXDUWHURIDQGUHSDLGWKHUHPDLQLQJSRUWLRQ LQWKHWKLUGTXDUWHUWRHOLPLQDWHWKHOLDELOLW\

7KHVHUHJXODWRU\FKDQJHVZHUHWHPSRUDU\DQGH[SLUHGDWWKHHQGRIWKH&29,'SXEOLFKHDOWKHPHUJHQF\RQ0D\

&RPPLWPHQWVDQG&RQWLQJHQFLHV

7KH&RPSDQ\LVIURPWLPHWRWLPHVXEMHFWWRYDULRXVFODLPVODZVXLWVJRYHUQPHQWDOLQYHVWLJDWLRQVDQGUHJXODWRU\DFWLRQV LQFOXGLQJFODLPVIRUGDPDJHVIRUSHUVRQDOLQMXULHVPHGLFDOPDOSUDFWLFHRYHUSD\PHQWVEUHDFKRIFRQWUDFWVHFXULWLHVODZYLRODWLRQV WRUWDQGHPSOR\PHQWUHODWHGFODLPV,QWKHVHDFWLRQVSODLQWLIIVUHTXHVWDYDULHW\RIGDPDJHVLQFOXGLQJLQVRPHLQVWDQFHVSXQLWLYH DQGRWKHUW\SHVRIGDPDJHVWKDWPD\QRWEHFRYHUHGE\LQVXUDQFH,QDGGLWLRQKHDOWKFDUHFRPSDQLHVDUHVXEMHFWWRQXPHURXV LQYHVWLJDWLRQVE\YDULRXVJRYHUQPHQWDODJHQFLHV&HUWDLQRIWKH&RPSDQ\¶VLQGLYLGXDOIDFLOLWLHVKDYHUHFHLYHGDQGIURPWLPHWR WLPHRWKHUIDFLOLWLHVPD\UHFHLYHVXESRHQDVFLYLOLQYHVWLJDWLYHGHPDQGVDXGLWUHTXHVWVDQGRWKHULQTXLULHVIURPDQGPD\EH

VXEMHFWWRLQYHVWLJDWLRQE\IHGHUDODQGVWDWHDJHQFLHV7KHVHLQYHVWLJDWLRQVFDQUHVXOWLQUHSD\PHQWREOLJDWLRQVDQGYLRODWLRQVRIWKH IHGHUDO)DOVH&ODLPV$FWFDQUHVXOWLQVXEVWDQWLDOPRQHWDU\SHQDOWLHVDQGILQHVWKHLPSRVLWLRQRIDFRUSRUDWHLQWHJULW\DJUHHPHQWDQG H[FOXVLRQIURPSDUWLFLSDWLRQLQJRYHUQPHQWDOKHDOWKSURJUDPV,QDGGLWLRQWKH)DOVH&ODLPV$FWSHUPLWVSULYDWHSDUWLHVWREULQJTXL WDPRU³ZKLVWOHEORZHU´VXLWVDJDLQVWFRPSDQLHVWKDWVXEPLWIDOVHFODLPVIRUSD\PHQWVWRRULPSURSHUO\UHWDLQRYHUSD\PHQWVIURP WKHJRYHUQPHQW6RPHVWDWHVKDYHDGRSWHGVLPLODUVWDWHZKLVWOHEORZHUDQGIDOVHFODLPVSURYLVLRQV

Desert Hills

)URP2FWREHUWR$XJXVWWKH&RPSDQ\LWVVXEVLGLDU\<RXWKDQG)DPLO\&HQWHUHG6HUYLFHVRI1HZ0H[LFR ³'HVHUW+LOOV´DQG)DPLO\:RUNVDQRWIRUSURILWWUHDWPHQWIRVWHUFDUHSURJUDPWRZKLFK'HVHUW+LOOVSURYLGHGPDQDJHPHQW VHUYLFHVLQFOXGLQJGD\WRGD\DGPLQLVWUDWLRQRIWKHSURJUDPYLDDPDQDJHPHQWVHUYLFHVDJUHHPHQWZHUHDPRQJDQXPEHURI GHIHQGDQWVQDPHGLQILYHODZVXLWVFROOHFWLYHO\WKH³'HVHUW+LOOV/LWLJDWLRQ´ILOHGLQ1HZ0H[LFR6WDWH'LVWULFW&RXUWWKH³'LVWULFW &RXUW´7KHVHODZVXLWVHDFKUHODWHGWRDEXVHE\DIRVWHUSDUHQW&ODUHQFH*DUFLDWKDWRFFXUUHGLQIRVWHUKRPHVZKHUH)DPLO\:RUNV KDGSODFHGFKLOGUHQ,QWKH&RPSDQ\ILQDOL]HGRXWRIFRXUWVHWWOHPHQWVIRUWZRRIWKHILYHFDVHVIRUDPRXQWVFRYHUHGXQGHU WKH&RPSDQ\¶VSURIHVVLRQDOOLDELOLW\LQVXUDQFHDorsey, as Guardian ad Litem of M.R. v. Clarence Garcia, et alDQGHiggins, as Guardian ad Litem of J.H. v. Clarence Garcia, et al:KLOHWKHSODLQWLIIVLQWKRVHFDVHVKDGFODLPVSHQGLQJDJDLQVW)DPLO\:RUNV DQG)DPLO\:RUNVKDGUDLVHGFODLPVRUSRWHQWLDOFODLPVDJDLQVWWKH&RPSDQ\LQ)HEUXDU\WKHSDUWLHVLQHDFKRIWKRVHFDVHV MRLQWO\QRWLILHGWKH'LVWULFW&RXUWWKDWSURSRVHGVHWWOHPHQWVRIDOOFODLPVKDGEHHQUHDFKHGDQGWKDWSHQGLQJWKH'LVWULFW&RXUWV

DSSURYDORIVXFKSURSRVHGVHWWOHPHQWVWKHSURSRVHGVHWWOHPHQWVZRXOGDOVRUHVROYHDOOFODLPVEHWZHHQ)DPLO\:RUNVDQGWKH &RPSDQ\7KH&RPSDQ\FXUUHQWO\UHDVRQDEO\H[SHFWVWKHSURSRVHGVHWWOHPHQWVWREHDSSURYHGE\WKH'LVWULFW&RXUWLQWKHFRPLQJ PRQWKV

2Q-XO\LQFRQQHFWLRQZLWKRQHRIWKHODZVXLWVLQWKH'HVHUW+LOOV/LWLJDWLRQVW\OHGInman v. Garcia, et al, Case No. D-117-CV-2019-00136WKH³,QPDQ/LWLJDWLRQ´DMXU\DZDUGHGWKHSODLQWLIIFRPSHQVDWRU\GDPDJHVRIPLOOLRQDQGSXQLWLYH GDPDJHVRIPLOOLRQ7KLVDZDUGIDUH[FHHGHGWKH&RPSDQ\¶VUHDVRQDEOHH[SHFWDWLRQEDVHGRQWKHSUHYLRXVO\UHVROYHG FRPSODLQWVDQGIDUH[FHHGHGDQ\SUHFHGHQWIRUFRPSDUDEOHFDVHV





)



2Q2FWREHUWKH&RPSDQ\DQG'HVHUW+LOOVHQWHUHGLQWRVHWWOHPHQWDJUHHPHQWVLQFRQQHFWLRQZLWKWKH,QPDQ /LWLJDWLRQDVZHOODVWZRRWKHUUHODWHGFDVHV±Rael v. Garcia, et al, Case No. D-117-CV-2019-00135DQGEndicott-Quinones v. Garcia, et al, Case No. D-117-CV-2019-00137 WRJHWKHUZLWKWKH,QPDQ/LWLJDWLRQWKH³&DVHV´

7KHVHWWOHPHQWDJUHHPHQWVZHUHDSSURYHGE\WKH'LVWULFW&RXUWLQ'HFHPEHUDQGIXOO\UHVROYHHDFKRIWKH&DVHVZLWKQR DGPLVVLRQRIOLDELOLW\RUZURQJGRLQJE\HLWKHUWKH&RPSDQ\RU'HVHUW+LOOV2Q-DQXDU\SXUVXDQWWRWKHWHUPVRIWKH VHWWOHPHQWDJUHHPHQWVWKH&RPSDQ\SDLGDQDJJUHJDWHDPRXQWRIPLOOLRQLQH[FKDQJHIRUWKHUHOHDVHDQGGLVFKDUJHRIDOO FODLPVDULVLQJIURPUHODWLQJWRFRQFHUQLQJRUZLWKUHVSHFWWRDOOKDUPLQMXULHVRUGDPDJHVDVVHUWHGRUWKDWPD\EHDVVHUWHGLQWKH IXWXUH

2Q-DQXDU\DVL[WKODZVXLWVW\OHGCNRAG, Inc. as Legal Guardian of A.C. v. Garcia et al.1R'&9

ZDVILOHGLQWKH'LVWULFW&RXUWDOOHJLQJVLPLODUFODLPVDVWKHSUHYLRXVILYHODZVXLWVLQWKH'HVHUW+LOOV/LWLJDWLRQ7KHODZVXLW

KDVQRWEHHQIRUPDOO\VHUYHG7KHZDUGLQWKLVVL[WKODZVXLWZDVUHIHUHQFHGLQSULRUFULPLQDOFKDUJHVDJDLQVW*DUFLDILYH\HDUVDJR

KRZHYHUSULRUWRWKLVODZVXLWQHLWKHUWKHZDUGQRUJXDUGLDQPDGHFRQWDFWZLWKWKH&RPSDQ\DERXWDSRVVLEOHFODLP7KH&RPSDQ\

GHWHUPLQHGWKDWDODZVXLWIURPWKLVSODLQWLIIZDVXQOLNHO\EHFDXVHQRFODLPVKDGHYHUEHHQDVVHUWHGDQGWKHVWDWXWHRIOLPLWDWLRQVKDG H[SLUHG3ODLQWLII¶VDOOHJDWLRQVDVVHUWFHUWDLQFODLPVZKLFKLIWUXHPD\WROOWKHVWDWXWHRIOLPLWDWLRQV$WWKLVWLPHWKH&RPSDQ\LV QRWDEOHWRTXDQWLI\WKHXOWLPDWHOLDELOLW\LIDQ\LQFRQQHFWLRQZLWKWKLVVL[WKODZVXLW1RDGGLWLRQDOYLFWLPVDUHUHIHUHQFHGLQWKH SULRUFULPLQDOFKDUJHVDJDLQVW*DUFLD

Securities Litigation

2Q$SULODFRQVROLGDWHGFRPSODLQWZDVILOHGDJDLQVWWKH&RPSDQ\DQGFHUWDLQIRUPHUDQGFXUUHQWRIILFHUVLQWKH ODZVXLWVW\OHGSt. Clair County Employees’ Retirement System v. Acadia Healthcare Company, Inc., et al.&DVH1RFY ZKLFKLVSHQGLQJLQWKH8QLWHG6WDWHV'LVWULFW&RXUWIRUWKH0LGGOH'LVWULFWRI7HQQHVVHH7KHFRPSODLQWLVEURXJKWRQEHKDOIRID FODVVFRQVLVWLQJRIDOOSHUVRQVRWKHUWKDQGHIHQGDQWVZKRSXUFKDVHGVHFXULWLHVRIWKH&RPSDQ\EHWZHHQ$SULODQG 1RYHPEHUDQGDOOHJHVWKDWGHIHQGDQWVYLRODWHG6HFWLRQVEDQGDRIWKH6HFXULWLHV([FKDQJH$FWRIWKH ³([FKDQJH$FW´DQG5XOHESURPXOJDWHGWKHUHXQGHU2Q6HSWHPEHUWKHFRXUWHQWHUHGDQRUGHUFHUWLI\LQJDFODVV FRQVLVWLQJRIDOOSHUVRQVZKRSXUFKDVHGRURWKHUZLVHDFTXLUHGWKHFRPPRQVWRFNRIWKH&RPSDQ\EHWZHHQ$SULODQG 1RYHPEHU

Derivative Actions

2Q)HEUXDU\DSXUSRUWHGVWRFNKROGHUILOHGDUHODWHGGHULYDWLYHDFWLRQRQEHKDOIRIWKH&RPSDQ\DJDLQVWFHUWDLQ IRUPHUDQGFXUUHQWRIILFHUVDQGGLUHFWRUVLQWKHODZVXLWVW\OHG'DY\GRYY-DFREVHWDO&DVH1RFYZKLFKLVSHQGLQJ LQWKH8QLWHG6WDWHV'LVWULFW&RXUWIRUWKH0LGGOH'LVWULFWRI7HQQHVVHH7KHFRPSODLQWDOOHJHVFODLPVIRUYLRODWLRQVRI6HFWLRQE DQGDRIWKH([FKDQJH$FWEUHDFKRIILGXFLDU\GXW\ZDVWHRIFRUSRUDWHDVVHWVDQGXQMXVWHQULFKPHQW2Q0D\D

SXUSRUWHGVWRFNKROGHUILOHGDVHFRQGUHODWHGGHULYDWLYHDFWLRQRQEHKDOIRIWKH&RPSDQ\DJDLQVWFHUWDLQIRUPHUDQGFXUUHQWRIILFHUV DQGGLUHFWRUVLQWKHODZVXLWVW\OHG%HDUGY-DFREVHWDO&DVH1RFYZKLFKLVSHQGLQJWKH8QLWHG6WDWHV'LVWULFW&RXUW IRUWKH0LGGOH'LVWULFWRI7HQQHVVHH7KHFRPSODLQWDOOHJHVFODLPVIRUYLRODWLRQVRI6HFWLRQVEDDQG'RIWKH([FKDQJH $FWEUHDFKRIILGXFLDU\GXW\ZDVWHRIFRUSRUDWHDVVHWVXQMXVWHQULFKPHQWDQGLQVLGHUVHOOLQJ2Q-XQHWKH'DY\GRYDQG %HDUGDFWLRQVZHUHFRQVROLGDWHG2Q)HEUXDU\WKHFRXUWHQWHUHGDQRUGHUVWD\LQJWKHFDVH2Q2FWREHUD


Government Investigation

,QWKHIDOORIWKH2IILFHRI,QVSHFWRU*HQHUDOWKH³2,*´LVVXHGVXESRHQDVWRWKUHHRIWKH&RPSDQ\¶VIDFLOLWLHV UHTXHVWLQJFHUWDLQGRFXPHQWVIURP-DQXDU\WRWKHGDWHRIWKHVXESRHQDV7KH86$WWRUQH\¶V2IILFHIRUWKH0LGGOH'LVWULFWRI )ORULGDLVVXHGDFLYLOLQYHVWLJDWLYHGHPDQGWRRQHRIWKH&RPSDQ\¶VIDFLOLWLHVLQ'HFHPEHUUHTXHVWLQJFHUWDLQGRFXPHQWVIURP 1RYHPEHUWRWKHGDWHRIWKHGHPDQG,Q$SULOWKH2,*LVVXHGVXESRHQDVUHODWLQJWRVL[DGGLWLRQDOIDFLOLWLHVUHTXHVWLQJ FHUWDLQGRFXPHQWVDQGLQIRUPDWLRQIURP-DQXDU\WRWKHGDWHRIWKHVXESRHQDV,Q-XQHWKH6WDWHRI1HYDGDLVVXHGD

VXESRHQDUHODWLQJWRRQHRIWKHVDPHIDFLOLWLHVDVSDUWRIWKHVDPHLQYHVWLJDWLRQ7KHJRYHUQPHQW¶

)



2WKHUDFFUXHGOLDELOLWLHV

2WKHUDFFUXHGOLDELOLWLHVFRQVLVWHGRIWKHIROORZLQJLQWKRXVDQGV


	
	
	
	'HFHPEHU
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	$FFUXHG'HVHUW+LOOVVHWWOHPHQW
	
	
	
	
	
	
	

	
	$FFUXHGH[SHQVHV
	
	
	
	
	
	

	
	$FFUXHGLQWHUHVW
	
	
	
	
	
	

	
	,QVXUDQFHOLDELOLW\±FXUUHQWSRUWLRQ
	
	
	
	
	
	

	
	&RVWUHSRUWSD\DEOH
	
	
	
	
	
	

	
	$FFUXHGSURSHUW\WD[HV
	
	
	
	
	
	

	
	&RQWUDFWOLDELOLWLHV
	
	
	
	
	
	

	
	)LQDQFHOHDVHOLDELOLWLHV
	
	
	
	
	
	
	
	

	
	*RYHUQPHQWUHOLHIIXQGV
	
	
	
	
	
	
	

	
	,QFRPHWD[HVSD\DEOH
	
	
	
	
	
	
	

	
	2WKHU
	
	
	
	
	
	

	
	2WKHUDFFUXHGOLDELOLWLHV
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	/RQJ7HUP'HEW
	
	
	
	
	
	
	
	
	
	
	
	

	/RQJWHUPGHEWFRQVLVWHGRIWKHIROORZLQJLQWKRXVDQGV
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	'HFHPEHU
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	&UHGLW)DFLOLW\
	
	
	
	
	
	
	
	
	
	
	

	
	7HUP/RDQ$
	
	
	
	
	
	

	
	5HYROYLQJ/LQHRI&UHGLW
	
	
	 
	
	
	

	
	6HQLRU1RWHVGXH
	
	
	
	
	
	

	
	6HQLRU1RWHVGXH
	
	
	
	
	
	

	
	/HVVXQDPRUWL]HGGHEWLVVXDQFHFRVWVGLVFRXQWDQG
	
	
	
	
	
	
	
	
	
	
	
	

	
	SUHPLXP
	 
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	/HVVFXUUHQWSRUWLRQ
	
	 
	
	
	

	
	/RQJWHUPGHEW
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	 
	 
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	



Credit Facility

2Q0DUFKWKH&RPSDQ\HQWHUHGLQWRDFUHGLWDJUHHPHQWDVDPHQGHGWKH³&UHGLW)DFLOLW\´ZKLFKSURYLGHVIRUD PLOOLRQVHQLRUVHFXUHGUHYROYLQJFUHGLWIDFLOLW\WKH³5HYROYLQJ)DFLOLW\´DQGDVHQLRUVHFXUHGWHUPORDQIDFLOLW\LQDQLQLWLDO SULQFLSDODPRXQWRIPLOOLRQDVLQFUHDVHGE\WKH,QFUHPHQWDO7HUP/RDQVDVGHILQHGEHORZWKH³7HUP/RDQ)DFLOLW\´ HDFKPDWXULQJRQ0DUFK7KH5HYROYLQJ)DFLOLW\IXUWKHUSURYLGHVIRUDPLOOLRQVXEIDFLOLW\IRUWKHLVVXDQFHRIOHWWHUV RIFUHGLW

2Q0DUFKWKH&RPSDQ\HQWHUHGLQWRWKH$PHQGPHQW1RWRWKH&UHGLW)DFLOLW\WKH³)LUVW$PHQGPHQW´ZKLFK UHSODFHV/,%25DVWKHUHIHUHQFHUDWHDSSOLFDEOHWRERUURZLQJVXQGHUWKH&UHGLW)DFLOLW\ZLWKWKH6HFXUHG2YHUQLJKW)LQDQFLQJ5DWH DVGHWHUPLQHGIRUDWHUPRIDWWKH&RPSDQ\¶VRSWLRQRQHWKUHHRUVL[PRQWKVSOXVDQDGMXVWPHQWRI³$GMXVWHG7HUP

62)5´$IWHUJLYLQJHIIHFWWRWKH)LUVW$PHQGPHQWERUURZLQJVXQGHUWKH&UHGLW)DFLOLW\EHDULQWHUHVWDWDUDWHHTXDOWRDWWKH &RPSDQ\¶VRSWLRQHLWKHUL$GMXVWHG7HUP62)5SOXVDPDUJLQUDQJLQJIURPWRRULLDEDVHUDWHSOXVDPDUJLQ UDQJLQJIURPWRLQHDFKFDVHGHSHQGLQJRQWKHFRQVROLGDWHGWRWDOQHWOHYHUDJHUDWLR,QDGGLWLRQDQXQXVHGIHHWKDW YDULHVDFFRUGLQJWRWKHFRQVROLGDWHGWRWDOQHWOHYHUDJHUDWLRRIWKH&RPSDQ\UDQJLQJIURPWRLVSD\DEOHTXDUWHUO\LQ DUUHDUVEDVHGRQWKHDYHUDJHGDLO\XQGUDZQSRUWLRQRIWKHFRPPLWPHQWVLQUHVSHFWRIWKH5HYROYLQJ)DFLOLW\

2Q-DQXDU\WKH&RPSDQ\HQWHUHGLQWR$PHQGPHQW1RWRWKH&UHGLW)DFLOLW\WKH³6HFRQG$PHQGPHQW´ZKLFK SURYLGHVIRUWKHLQFXUUHQFHRIDGGLWLRQDOVHQLRUVHFXUHGWHUPORDQVLQDQDJJUHJDWHSULQFLSDODPRXQWRIPLOOLRQWKH ³,QFUHPHQWDO7HUP/RDQV´6XFK,QFUHPHQWDO7HUP/RDQVDUHVWUXFWXUHGDVDQLQFUHDVHRIWKH7HUP/RDQ)DFLOLW\7KHPDWXULW\ GDWHWKHOHYHUDJHEDVHGSULFLQJJULGPDQGDWRU\SUHSD\PHQWHYHQWVDQGRWKHUWHUPVDSSOLFDEOHWRWKH,QFUHPHQWDO7HUP/RDQVDUH VXEVWDQWLDOO\LGHQWLFDOWRWKRVHDSSOLFDEOHWRWKHLQLWLDOPLOOLRQWHUPORDQVLQFXUUHGXQGHUWKH7HUP/RDQ)DFLOLW\$IWHU JLYLQJHIIHFWWRWKH,QFUHPHQWDO7HUP/RDQVWKH&UHGLW)DFLOLW\UHTXLUHVTXDUWHUO\SULQFLSDOUHSD\PHQWVIRUWKH7HUP/RDQ)DFLOLW\

)



RIDSSUR[LPDWHO\PLOOLRQIRUWKHTXDUWHUHQGLQJ0DUFKPLOOLRQIRUHDFKTXDUWHUHQGLQJIURP-XQHWR
0DUFKDQGPLOOLRQIRUHDFKTXDUWHUHQGLQJIURP-XQHWR'HFHPEHU7KHUHPDLQLQJRXWVWDQGLQJ

SULQFLSDOEDODQFHRIWKH7HUP/RDQ)DFLOLW\LVGXHRQWKHPDWXULW\GDWHRI0DUFK

7KH&RPSDQ\KDVWKHDELOLW\WRLQFUHDVHWKHDPRXQWRIWKH&UHGLW)DFLOLW\ZKLFKPD\WDNHWKHIRUPRILQFUHDVHVWRWKH

5HYROYLQJ)DFLOLW\RUWKH7HUP/RDQ)DFLOLW\RUWKHLVVXDQFHRIRQHRUPRUHLQFUHPHQWDOWHUPORDQIDFLOLWLHVFROOHFWLYHO\WKH

³,QFUHPHQWDO)DFLOLWLHV´XSRQREWDLQLQJDGGLWLRQDOFRPPLWPHQWVIURPQHZRUH[LVWLQJOHQGHUVDQGWKHVDWLVIDFWLRQRIFXVWRPDU\ FRQGLWLRQVSUHFHGHQWIRUVXFK,QFUHPHQWDO)DFLOLWLHV6XFK,QFUHPHQWDO)DFLOLWLHVPD\QRWH[FHHGWKHVXPRILWKHJUHDWHURI PLOOLRQDQGDQDPRXQWHTXDOWRRIWKHFRQVROLGDWHG(%,7'$RIWKH&RPSDQ\DWWKHWLPHRIGHWHUPLQDWLRQWKH³,QFUHPHQWDO )L[HG%DVNHW´DQGLLDGGLWLRQDODPRXQWVWKDWZRXOGQRWFDXVHWKH&RPSDQ\¶VFRQVROLGDWHGVHQLRUVHFXUHGQHWOHYHUDJHUDWLRWR H[FHHGWRWKH³,QFUHPHQWDO5DWLR%DVNHW´7KH,QFUHPHQWDO7HUP/RDQVZHUHLQFXUUHGLQUHOLDQFHRQWKH,QFUHPHQWDO5DWLR %DVNHWOHDYLQJWKHIXOODPRXQWRIWKH,QFUHPHQWDO)L[HG%DVNHWDYDLODEOHIRUDQ\IXWXUH,QFUHPHQWDO)DFLOLWLHV

6XEMHFWWRFHUWDLQH[FHSWLRQVVXEVWDQWLDOO\DOORIWKH&RPSDQ\¶VH[LVWLQJDQGVXEVHTXHQWO\DFTXLUHGRURUJDQL]HGGLUHFWRU

LQGLUHFWZKROO\RZQHG86VXEVLGLDULHVDUHUHTXLUHGWRJXDUDQWHHWKHUHSD\PHQWRIWKH&RPSDQ\¶VREOLJDWLRQVXQGHUWKH&UHGLW

)DFLOLW\7KH&RPSDQ\DQGVXFKJXDUDQWRUVXEVLGLDULHVKDYHJUDQWHGDVHFXULW\LQWHUHVWLQVXEVWDQWLDOO\DOOSHUVRQDOSURSHUW\DVVHWV

DVFROODWHUDOIRUWKHREOLJDWLRQVXQGHUWKH&UHGLW)DFLOLW\

7KH&UHGLW)DFLOLW\FRQWDLQVFXVWRPDU\UHSUHVHQWDWLRQVDQGDIILUPDWLYHDQGQHJDWLYHFRYHQDQWVLQFOXGLQJOLPLWDWLRQVRQWKH

&RPSDQ\¶VDQGLWVVXEVLGLDULHV¶DELOLW\WRLQFXUDGGLWLRQDOGHEWJUDQWRUSHUPLWDGGLWLRQDOOLHQVPDNHLQYHVWPHQWVDQGDFTXLVLWLRQV

PHUJHRUFRQVROLGDWHZLWKRWKHUVGLVSRVHRIDVVHWVSD\GLYLGHQGVDQGGLVWULEXWLRQVSD\MXQLRULQGHEWHGQHVVDQGHQWHULQWRDIILOLDWH

WUDQVDFWLRQVLQHDFKFDVHVXEMHFWWRFXVWRPDU\H[FHSWLRQV,QDGGLWLRQWKH&UHGLW)DFLOLW\FRQWDLQVILQDQFLDOFRYHQDQWVUHTXLULQJWKH

&RPSDQ\RQDFRQVROLGDWHGEDVLVWRPDLQWDLQDVRIWKHODVWGD\RIDQ\FRQVHFXWLYHIRXUILVFDOTXDUWHUSHULRGDFRQVROLGDWHGWRWDOQHW

OHYHUDJHUDWLRRIQRWPRUHWKDQWRZKLFKPD\EHLQFUHDVHGWRWRIRUDSHULRGRIXSWRIRXUFRQVHFXWLYHILVFDOTXDUWHUV

IROORZLQJWKHFRQVXPPDWLRQRIFHUWDLQPDWHULDODFTXLVLWLRQVDQGDQLQWHUHVWFRYHUDJHUDWLRRIDWOHDVWWR7KH&UHGLW)DFLOLW\

DOVRLQFOXGHVHYHQWVRIGHIDXOWFXVWRPDU\IRUIDFLOLWLHVRIWKLVW\SHDQGXSRQWKHRFFXUUHQFHRIVXFKHYHQWVRIGHIDXOWDPRQJRWKHU WKLQJVDOORXWVWDQGLQJORDQVXQGHUWKH&UHGLW)DFLOLW\PD\EHDFFHOHUDWHGWKHOHQGHUV¶FRPPLWPHQWVWHUPLQDWHGDQGRUWKHOHQGHUV PD\H[HUFLVHFROODWHUDOUHPHGLHV$W'HFHPEHUWKH&RPSDQ\ZDVLQFRPSOLDQFHZLWKDOOILQDQFLDOFRYHQDQWV
'XULQJWKH\HDUHQGHG'HFHPEHUWKH&RPSDQ\ERUURZHGPLOOLRQRQWKH5HYROYLQJ)DFLOLW\DQGUHSDLG PLOOLRQRIWKHEDODQFHRXWVWDQGLQJ'XULQJWKH\HDUHQGHG'HFHPEHUWKH&RPSDQ\UHSDLGPLOOLRQRIWKHEDODQFH RXWVWDQGLQJRQWKH5HYROYLQJ)DFLOLW\7KH&RPSDQ\KDGPLOOLRQRIDYDLODELOLW\XQGHUWKH5HYROYLQJ)DFLOLW\DQGKDG VWDQGE\OHWWHUVRIFUHGLWRXWVWDQGLQJRIPLOOLRQUHODWHGWRVHFXULW\IRUWKHSD\PHQWRIFODLPVUHTXLUHGE\LWVZRUNHUV¶ FRPSHQVDWLRQLQVXUDQFHSURJUDPDW'HFHPEHU

Senior Notes

5.500% Senior Notes due 2028

2Q-XQHWKH&RPSDQ\LVVXHGPLOOLRQRI6HQLRU1RWHVGXHWKH³6HQLRU1RWHV´7KH 6HQLRU1RWHVPDWXUHRQ-XO\DQGEHDULQWHUHVWDWDUDWHRISHUDQQXPSD\DEOHVHPLDQQXDOO\LQDUUHDUVRQ -DQXDU\DQG-XO\RIHDFK\HDUFRPPHQFLQJRQ-DQXDU\

5.000% Senior Notes due 2029

2Q2FWREHUWKH&RPSDQ\LVVXHGPLOOLRQRI6HQLRU1RWHVGXHWKH³6HQLRU1RWHV´ 7KH6HQLRU1RWHVPDWXUHRQ$SULODQGEHDULQWHUHVWDWDUDWHRISHUDQQXPSD\DEOHVHPLDQQXDOO\LQ DUUHDUVRQ$SULODQG2FWREHURIHDFK\HDUFRPPHQFLQJRQ$SULO

7KHLQGHQWXUHVJRYHUQLQJWKH6HQLRU1RWHVDQGWKH6HQLRU1RWHVWRJHWKHUWKH³6HQLRU1RWHV´FRQWDLQ FRYHQDQWVWKDWDPRQJRWKHUWKLQJVOLPLWWKH&RPSDQ\¶VDELOLW\DQGWKHDELOLW\RILWVUHVWULFWHGVXEVLGLDULHVWRLSD\GLYLGHQGV UHGHHPVWRFNRUPDNHRWKHUGLVWULEXWLRQVRULQYHVWPHQWVLLLQFXUDGGLWLRQDOGHEWRULVVXHFHUWDLQSUHIHUUHGVWRFNLLLWUDQVIHURU VHOODVVHWVLYHQJDJHLQFHUWDLQWUDQVDFWLRQVZLWKDIILOLDWHVYFUHDWHUHVWULFWLRQVRQGLYLGHQGVRURWKHUSD\PHQWVE\WKHUHVWULFWHG VXEVLGLDULHVYLPHUJHFRQVROLGDWHRUVHOOVXEVWDQWLDOO\DOORIWKH&RPSDQ\¶VDVVHWVDQGYLLFUHDWHOLHQVRQDVVHWV

7KH6HQLRU1RWHVLVVXHGE\WKH&RPSDQ\DUHJXDUDQWHHGE\HDFKRIWKH&RPSDQ\¶VVXEVLGLDULHVWKDWJXDUDQWHHWKH&RPSDQ\¶V REOLJDWLRQVXQGHUWKH&UHGLW)DFLOLW\7KHJXDUDQWHHVDUHIXOODQGXQFRQGLWLRQDODQGMRLQWDQGVHYHUDO
7KH&RPSDQ\PD\UHGHHPWKH6HQLRU1RWHVDWLWVRSWLRQLQZKROHRUSDUWDWWKHGDWHVDQGDPRXQWVVHWIRUWKLQWKHDSSOLFDEOH LQGHQWXUHV





)



5.625% Senior Notes due 2023

2Q)HEUXDU\WKH&RPSDQ\LVVXHGPLOOLRQRI6HQLRU1RWHVGXHWKH³6HQLRU1RWHV´ 2Q6HSWHPEHUWKH&RPSDQ\LVVXHGPLOOLRQRIDGGLWLRQDO6HQLRU1RWHV7KHDGGLWLRQDOQRWHVIRUPHGD VLQJOHFODVVRIGHEWVHFXULWLHVZLWKWKH6HQLRU1RWHVLVVXHGLQ)HEUXDU\*LYLQJHIIHFWWRWKLVLVVXDQFHWKH&RPSDQ\

KDGRXWVWDQGLQJDQDJJUHJDWHRIPLOOLRQRI6HQLRU1RWHV7KH6HQLRU1RWHVZHUHWRPDWXUHRQ)HEUXDU\ DQGEHDULQWHUHVWDWDUDWHRISHUDQQXPSD\DEOHVHPLDQQXDOO\LQDUUHDUVRQ)HEUXDU\DQG$XJXVWRIHDFK\HDU 2Q0DUFKWKH&RPSDQ\UHGHHPHGWKH6HQLRU1RWHV

6.500% Senior Notes due 2024

2Q)HEUXDU\WKH&RPSDQ\LVVXHGPLOOLRQRI6HQLRU1RWHVGXHWKH³6HQLRU1RWHV´ 7KH6HQLRU1RWHVZHUHWRPDWXUHRQ0DUFKDQGEHDULQWHUHVWDWDUDWHRISHUDQQXPSD\DEOHVHPLDQQXDOO\ LQDUUHDUVRQ0DUFKDQG6HSWHPEHURIHDFK\HDUEHJLQQLQJRQ6HSWHPEHU2Q0DUFKWKH&RPSDQ\UHGHHPHG WKH6HQLRU1RWHV

Redemption of 5.625% Senior Notes and 6.500% Senior Notes

2Q-DQXDU\WKH&RPSDQ\LVVXHGFRQGLWLRQDOQRWLFHVRIIXOOUHGHPSWLRQSURYLGLQJIRUWKHUHGHPSWLRQLQIXOORI PLOOLRQRI6HQLRU1RWHVDQGPLOOLRQRI6HQLRU1RWHVWRWKHKROGHUVRIVXFKQRWHV

2Q0DUFKWKH&RPSDQ\VDWLVILHGDQGGLVFKDUJHGWKHLQGHQWXUHVJRYHUQLQJWKH6HQLRU1RWHV,QFRQQHFWLRQ ZLWKWKHUHGHPSWLRQRIWKH6HQLRU1RWHVWKH&RPSDQ\UHFRUGHGGHEWH[WLQJXLVKPHQWFRVWVRIPLOOLRQLQFOXGLQJ PLOOLRQFDVKSDLGIRUEUHDNDJHFRVWVDQGWKHZULWHRIIRIGHIHUUHGILQDQFLQJFRVWVRIPLOOLRQLQWKHFRQVROLGDWHGVWDWHPHQWRI RSHUDWLRQV

2Q0DUFKWKH&RPSDQ\VDWLVILHGDQGGLVFKDUJHGWKHLQGHQWXUHVJRYHUQLQJWKH6HQLRU1RWHV,QFRQQHFWLRQ ZLWKWKHUHGHPSWLRQRIWKH6HQLRU1RWHVWKH&RPSDQ\UHFRUGHGGHEWH[WLQJXLVKPHQWFRVWVRIPLOOLRQLQFOXGLQJWKH ZULWHRIIRIGHIHUUHGILQDQFLQJDQGSUHPLXPVFRVWVLQWKHFRQVROLGDWHGVWDWHPHQWRIRSHUDWLRQV

Other long-term debt

'XULQJWKH\HDUHQGHG'HFHPEHUWKH&RPSDQ\UHSDLGRWKHUORQJWHUPGHEWRIPLOOLRQZKLFKLVUHIOHFWHGLQ

UHSD\PHQWRIORQJWHUPGHEWZLWKLQILQDQFLQJDFWLYLWLHVLQWKHFRQVROLGDWHGVWDWHPHQWRIFDVKIORZV

Debt Issuance Costs

'HEWLVVXDQFHFRVWVDUHGHIHUUHGDQGDPRUWL]HGWRLQWHUHVWH[SHQVHRYHUWKHWHUPRIWKHUHODWHGGHEW'HEWLVVXDQFHFRVWVDW 'HFHPEHUZHUHPLOOLRQQHWRIDFFXPXODWHGDPRUWL]DWLRQRIPLOOLRQ'HEWLVVXDQFHFRVWVDW'HFHPEHU ZHUHPLOOLRQQHWRIDFFXPXODWHGDPRUWL]DWLRQRIPLOOLRQ$PRUWL]DWLRQH[SHQVHUHODWHGWRGHEWLVVXDQFHFRVWVZKLFKLV LQFOXGHGLQLQWHUHVWH[SHQVHRQWKHFRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQVZDVPLOOLRQPLOOLRQDQGPLOOLRQ UHVSHFWLYHO\IRUWKH\HDUVHQGHG'HFHPEHUDQG

Other

7KHDJJUHJDWHPDWXULWLHVRIORQJWHUPGHEWDW'HFHPEHUZHUHDVIROORZVLQWKRXVDQGV


	
	 
	
	

	
	 
	
	

	
	 
	
	

	
	 
	
	

	
	 
	
	

	7KHUHDIWHU
	 
	
	

	7RWDO
	
	
	
	
	

	
	 
	
	

	
	
	
	
	
	





1RQFRQWUROOLQJ,QWHUHVWV

1RQFRQWUROOLQJLQWHUHVWVLQWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVUHSUHVHQWWKHSRUWLRQRIHTXLW\KHOGE\QRQFRQWUROOLQJ SDUWQHUVLQWKH&RPSDQ\¶VQRQZKROO\RZQHGVXEVLGLDULHV$W'HFHPEHUWKH&RPSDQ\RSHUDWHGWHQIDFLOLWLHVWKURXJKQRQ ZKROO\RZQHGVXEVLGLDULHV7KH&RPSDQ\RZQVEHWZHHQDSSUR[LPDWHO\DQGRIWKHHTXLW\LQWHUHVWVRIWKHVHHQWLWLHVDQG QRQFRQWUROOLQJSDUWQHUVRZQWKHUHPDLQLQJHTXLW\LQWHUHVWV7KHLQLWLDOYDOXHRIWKHQRQFRQWUROOLQJLQWHUHVWVLVEDVHGRQWKHIDLUYDOXH


)



RIFRQWULEXWLRQV7KH&RPSDQ\FRQVROLGDWHVWKHRSHUDWLRQVRIHDFKIDFLOLW\EDVHGRQLWVVWDWXVDVSULPDU\EHQHILFLDU\DVIXUWKHU

GLVFXVVHGLQ1RWH±9DULDEOH,QWHUHVW(QWLWLHV7KHQRQFRQWUROOLQJLQWHUHVWVDUHUHIOHFWHGDVUHGHHPDEOHQRQFRQWUROOLQJLQWHUHVWV

RQWKHDFFRPSDQ\LQJFRQVROLGDWHGEDODQFHVKHHWVEDVHGRQSXWULJKWVWKDWFRXOGUHTXLUHWKH&RPSDQ\WRSXUFKDVHWKHQRQFRQWUROOLQJ

LQWHUHVWVXSRQWKHRFFXUUHQFHRIDFKDQJHLQFRQWURO

7KHFRPSRQHQWVRIUHGHHPDEOHQRQFRQWUROOLQJLQWHUHVWVDUHDVIROORZVLQWKRXVDQGV


	%DODQFHDW-DQXDU\
	
	
	
	
	

	&RQWULEXWLRQVIURPQRQFRQWUROOLQJSDUWQHUVLQMRLQWYHQWXUHV
	
	
	
	
	

	1HWLQFRPHDWWULEXWDEOHWRQRQFRQWUROOLQJLQWHUHVWV
	
	
	
	
	

	$FTXLVLWLRQRIRZQHUVKLSLQWHUHVWVIURPQRQFRQWUROOLQJSDUWQHUV
	
	
	
	
	

	'LVWULEXWLRQVWRQRQFRQWUROOLQJSDUWQHUVLQMRLQWYHQWXUHV
	
	
	
	
	

	%DODQFHDW'HFHPEHU
	
	
	
	
	
	

	&RQWULEXWLRQVIURPQRQFRQWUROOLQJSDUWQHUVLQMRLQWYHQWXUHV
	
	
	
	
	

	1HWLQFRPHDWWULEXWDEOHWRQRQFRQWUROOLQJLQWHUHVWV
	
	
	
	
	

	'LVWULEXWLRQVWRQRQFRQWUROOLQJSDUWQHUVLQMRLQWYHQWXUHV
	
	
	
	
	

	%DODQFHDW'HFHPEHU
	
	
	
	
	
	

	
	
	
	
	
	
	




9DULDEOH,QWHUHVW(QWLWLHV

)RUOHJDOHQWLWLHVZKHUHWKH&RPSDQ\KDVDILQDQFLDOUHODWLRQVKLSWKH&RPSDQ\HYDOXDWHVZKHWKHULWKDVDYDULDEOHLQWHUHVW

DQGGHWHUPLQHVLIWKHHQWLW\LVFRQVLGHUHGDYDULDEOHLQWHUHVWHQWLW\³9,(´,IWKH&RPSDQ\FRQFOXGHVDQHQWLW\LVD9,(DQGWKH &RPSDQ\LVWKHSULPDU\EHQHILFLDU\WKHHQWLW\LVFRQVROLGDWHG7KHSULPDU\EHQHILFLDU\DQDO\VLVLVDTXDOLWDWLYHDQDO\VLVEDVHGRQ SRZHUDQGEHQHILWV$UHSRUWLQJHQWLW\KDVDFRQWUROOLQJILQDQFLDOLQWHUHVWLQD9,(DQGPXVWFRQVROLGDWHWKH9,(LILWKDVERWKSRZHU DQGEHQHILWV,WPXVWKDYHWKHSRZHUWRGLUHFWWKHDFWLYLWLHVWKDWPRVWVLJQLILFDQWO\LPSDFWWKH9,(¶VHFRQRPLFSHUIRUPDQFHDQGWKH REOLJDWLRQWRDEVRUEORVVHVRIWKH9,(WKDWSRWHQWLDOO\FRXOGEHVLJQLILFDQWWRWKH9,(RUWKHULJKWWRUHFHLYHEHQHILWVIURPWKH9,( WKDWSRWHQWLDOO\FRXOGEHVLJQLILFDQWWRWKH9,(

$W'HFHPEHUWKH&RPSDQ\RSHUDWHGWHQIDFLOLWLHVWKURXJKQRQZKROO\RZQHGVXEVLGLDULHV7KH&RPSDQ\RZQV EHWZHHQDSSUR[LPDWHO\DQGRIWKHHTXLW\LQWHUHVWVRIWKHVHHQWLWLHVDQGQRQFRQWUROOLQJSDUWQHUVRZQWKHUHPDLQLQJHTXLW\ LQWHUHVWV7KH&RPSDQ\PDQDJHVHDFKRIWKHVHIDFLOLWLHVLVUHVSRQVLEOHIRUWKHGD\WRGD\RSHUDWLRQVDQGWKHUHIRUHKDVWKHSRZHUWR

GLUHFWWKHDFWLYLWLHVWKDWPRVWVLJQLILFDQWO\LPSDFWWKH9,(¶VHFRQRPLFSHUIRUPDQFHDQGWKHREOLJDWLRQWRDEVRUEORVVHVRUUHFHLYH EHQHILWVIURPWKH9,(WKDWFRXOGSRWHQWLDOO\EHVLJQLILFDQWWRWKH9,(7KHVHDFWLYLWLHVLQFOXGHEXWDUHQRWOLPLWHGWREHKDYLRUDO KHDOWKFDUHVHUYLFHVKXPDQUHVRXUFHDQGHPSOR\PHQWUHODWHGGHFLVLRQVPDUNHWLQJDQGILQDQFH7KHWHUPVRIWKHDJUHHPHQWV JRYHUQLQJHDFKRIWKH&RPSDQ\¶V9,(VSURKLELWWKH&RPSDQ\IURPXVLQJWKHDVVHWVRIHDFK9,(WRVDWLVI\WKHREOLJDWLRQVRIRWKHU HQWLWLHV&RQVROLGDWHGDVVHWVDW'HFHPEHUDQGLQFOXGHWRWDODVVHWVRIYDULDEOHLQWHUHVWHQWLWLHVRIPLOOLRQDQG PLOOLRQUHVSHFWLYHO\ZKLFKFDQQRWEHXVHGWRVHWWOHWKHREOLJDWLRQVRIRWKHUHQWLWLHV&RQVROLGDWHGOLDELOLWLHVDW'HFHPEHU DQGLQFOXGHWRWDOOLDELOLWLHVRIYDULDEOHLQWHUHVWHQWLWLHVRIPLOOLRQDQGPLOOLRQUHVSHFWLYHO\


























)



7KHFRQVROLGDWHG9,(VDVVHWVDQGOLDELOLWLHVLQWKH&RPSDQ\¶VFRQVROLGDWHGEDODQFHVKHHWVDUHVKRZQEHORZLQWKRXVDQGV 

	
	
	
	
	'HFHPEHU
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	&DVKDQGFDVKHTXLYDOHQWV
	 
	  
	
	

	$FFRXQWVUHFHLYDEOHQHW
	 
	  
	
	

	2WKHUFXUUHQWDVVHWV
	 
	  
	
	

	7RWDOFXUUHQWDVVHWV
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	3URSHUW\DQGHTXLSPHQWQHW
	 
	  
	
	

	*RRGZLOO
	 
	  
	
	

	,QWDQJLEOHDVVHWVQHW
	 
	  
	
	

	2SHUDWLQJOHDVHULJKWRIXVHDVVHWV
	 
	  
	
	

	7RWDODVVHWV
	
	
	
	
	
	
	
	
	
	
	

	
	 
	 
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	$FFRXQWVSD\DEOH
	 
	  
	
	

	$FFUXHGVDODULHVDQGEHQHILWV
	 
	  
	
	

	&XUUHQWSRUWLRQRIRSHUDWLQJOHDVHOLDELOLWLHV
	 
	
	  
	
	
	

	2WKHUDFFUXHGOLDELOLWLHV
	 
	  
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	7RWDOFXUUHQWOLDELOLWLHV
	 
	 
	
	

	2SHUDWLQJOHDVHOLDELOLWLHV
	 
	  
	
	

	2WKHUOLDELOLWLHV
	 
	
	  
	
	
	

	7RWDOOLDELOLWLHV
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	




(TXLW\

Preferred Stock

7KH&RPSDQ\¶VDPHQGHGDQGUHVWDWHGFHUWLILFDWHRILQFRUSRUDWLRQSURYLGHVWKDWXSWRVKDUHVRISUHIHUUHGVWRFN PD\EHLVVXHG7KHERDUGRIGLUHFWRUVKDVWKHDXWKRULW\WRLVVXHSUHIHUUHGVWRFNLQRQHRUPRUHVHULHVDQGWRIL[IRUHDFKVHULHVWKH YRWLQJSRZHUVIXOOOLPLWHGRUQRQHDQGWKHGHVLJQDWLRQVSUHIHUHQFHVDQGUHODWLYHSDUWLFLSDWLQJRSWLRQDORURWKHUVSHFLDOULJKWVDQG TXDOLILFDWLRQVOLPLWDWLRQVRUUHVWULFWLRQVRQWKHVWRFNDQGWKHQXPEHURIVKDUHVFRQVWLWXWLQJDQ\VHULHVDQGWKHGHVLJQDWLRQVRIWKLV VHULHVZLWKRXWDQ\IXUWKHUYRWHRUDFWLRQE\WKHVWRFNKROGHUV

Common Stock

7KH&RPSDQ\¶VDPHQGHGDQGUHVWDWHGFHUWLILFDWHRILQFRUSRUDWLRQSURYLGHVWKDWXSWRVKDUHVRIFRPPRQVWRFN PD\EHLVVXHG+ROGHUVRIWKH&RPSDQ\¶VFRPPRQVWRFNDUHHQWLWOHGWRRQHYRWHIRUHDFKVKDUHKHOGRIUHFRUGRQDOOPDWWHUVRQ ZKLFKVWRFNKROGHUVPD\YRWH7KHUHDUHQRSUHHPSWLYHFRQYHUVLRQUHGHPSWLRQRUVLQNLQJIXQGSURYLVLRQVDSSOLFDEOHWRVKDUHVRI WKH&RPSDQ\¶VFRPPRQVWRFN,QWKHHYHQWRIOLTXLGDWLRQGLVVROXWLRQRUZLQGLQJXSKROGHUVRIWKH&RPSDQ\¶VFRPPRQVWRFNDUH HQWLWOHGWRVKDUHUDWDEO\LQWKHDVVHWVDYDLODEOHIRUGLVWULEXWLRQVXEMHFWWRDQ\SULRUULJKWVRIDQ\KROGHUVRISUHIHUUHGVWRFNWKHQ RXWVWDQGLQJ'HODZDUHODZSURKLELWVWKH&RPSDQ\IURPSD\LQJDQ\GLYLGHQGVXQOHVVLWKDVFDSLWDOVXUSOXVRUQHWSURILWVDYDLODEOHIRU WKLVSXUSRVH,QDGGLWLRQWKH&UHGLW)DFLOLW\LPSRVHVUHVWULFWLRQVRQWKH&RPSDQ\¶VDELOLW\WRSD\GLYLGHQGV

(TXLW\%DVHG&RPSHQVDWLRQ

Equity Incentive Plans

7KH&RPSDQ\LVVXHVVWRFNEDVHGDZDUGVLQFOXGLQJVWRFNRSWLRQVUHVWULFWHGVWRFNXQLWVDQGSHUIRUPDQFHVWRFNXQLWVWR FHUWDLQRIILFHUVHPSOR\HHVDQGQRQHPSOR\HHGLUHFWRUVXQGHUWKH$FDGLD+HDOWKFDUH&RPSDQ\,QF,QFHQWLYH&RPSHQVDWLRQ3ODQ WKH³(TXLW\,QFHQWLYH3ODQ´$W'HFHPEHUDPD[LPXPRIVKDUHVRIWKH&RPSDQ\¶VFRPPRQVWRFNZHUH

DXWKRUL]HGIRULVVXDQFHDVVWRFNRSWLRQVUHVWULFWHGVWRFNXQLWVDQGSHUIRUPDQFHVWRFNXQLWVRURWKHUVKDUHEDVHGFRPSHQVDWLRQXQGHU WKH(TXLW\,QFHQWLYH3ODQRIZKLFKZHUHDYDLODEOHIRUIXWXUHJUDQW6WRFNRSWLRQVPD\EHJUDQWHGIRUWHUPVRIXSWRWHQ \HDUV7KH&RPSDQ\UHFRJQL]HVH[SHQVHRQDOOVKDUHEDVHGDZDUGVRQDVWUDLJKWOLQHEDVLVRYHUWKHUHTXLVLWHVHUYLFHSHULRGRIWKH HQWLUHDZDUG*UDQWVWRHPSOR\HHVJHQHUDOO\YHVWLQDQQXDOLQFUHPHQWVRIHDFK\HDUFRPPHQFLQJRQH\HDUDIWHUWKHGDWHRI JUDQW7KHH[HUFLVHSULFHVRIVWRFNRSWLRQVDUHHTXDOWRWKHFORVLQJSULFHRIWKH&RPSDQ\¶VFRPPRQVWRFNRQWKHPRVWUHFHQWWUDGLQJ GDWHSULRUWRWKHGDWHRIJUDQW

7KH&RPSDQ\UHFRJQL]HGPLOOLRQPLOOLRQDQGPLOOLRQLQHTXLW\EDVHGFRPSHQVDWLRQH[SHQVHIRUWKH\HDUV

HQGHG'HFHPEHUDQGUHVSHFWLYHO\6WRFNFRPSHQVDWLRQH[SHQVHIRUWKH\HDUVHQGHG'HFHPEHU
DQGLVLPSDFWHGE\IRUIHLWXUHDGMXVWPHQWVDQGSHUIRUPDQFHVWRFNXQLWDGMXVWPHQWVEDVHGRQDFWXDOSHUIRUPDQFHFRPSDUHGWR

)



YHVWLQJWDUJHWV$W'HFHPEHUWKHUHZDVPLOOLRQRIXQUHFRJQL]HGFRPSHQVDWLRQH[SHQVHUHODWHGWRXQYHVWHGRSWLRQV

UHVWULFWHGVWRFNXQLWVDQGSHUIRUPDQFHVWRFNXQLWVZKLFKLVH[SHFWHGWREHUHFRJQL]HGRYHUWKHUHPDLQLQJZHLJKWHGDYHUDJHYHVWLQJ

SHULRGRI\HDUV

7KH&RPSDQ\UHFRJQL]HGDGHIHUUHGLQFRPHWD[EHQHILWRIPLOOLRQPLOOLRQDQGPLOOLRQIRUWKH\HDUVHQGHG 'HFHPEHUDQGUHVSHFWLYHO\UHODWHGWRHTXLW\EDVHGFRPSHQVDWLRQH[SHQVH

Stock Options

6WRFNRSWLRQDFWLYLW\GXULQJDQGZDVDVIROORZV


	
	
	
	
	
	
	
	
	
	
	HLJKWHG
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	$YHUDJH
	$JJUHJDWH
	

	
	
	
	
	
	
	HLJKWHG
	5HPDLQLQJ
	
	,QWULQVLF
	

	
	
	
	1XPEHURI
	$YHUDJH
	&RQWUDFWXDO
	
	9DOXHLQ
	

	
	
	
	2SWLRQV    ([HUFLVH3ULFH  7HUPLQ\HDUV 
	WKRXVDQGV  
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2SWLRQVRXWVWDQGLQJDW-DQXDU\
	 
	  
	 
	
	
	
	
	
	
	
	

	2SWLRQVJUDQWHG
	 
	  
	 
	
	
	
	
	
	
	
	

	2SWLRQVH[HUFLVHG
	 
	 
	 
	
	
	
	
	
	
	
	

	2SWLRQVFDQFHOOHG
	 
	 
	 
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2SWLRQVRXWVWDQGLQJDW'HFHPEHU
	 
	  
	 
	
	
	
	
	
	
	
	

	2SWLRQVJUDQWHG
	 
	  
	 
	
	
	
	
	
	
	
	

	2SWLRQVH[HUFLVHG
	 
	 
	 
	
	
	
	
	
	
	
	

	2SWLRQVFDQFHOOHG
	 
	 
	 
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2SWLRQVRXWVWDQGLQJDW'HFHPEHU
	 
	  
	 
	
	
	
	
	
	
	
	

	2SWLRQVJUDQWHG
	 
	  
	 
	
	
	
	
	
	
	
	

	2SWLRQVH[HUFLVHG
	 
	 
	 
	
	
	
	
	
	
	
	

	2SWLRQVFDQFHOOHG
	 
	 
	 
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2SWLRQVRXWVWDQGLQJDW'HFHPEHU
	 
	  
	  
	  
	
	

	2SWLRQVH[HUFLVDEOHDW'HFHPEHU
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	




)DLUYDOXHVDUHHVWLPDWHGXVLQJWKH%ODFN6FKROHVRSWLRQSULFLQJPRGHO7KHIROORZLQJWDEOHVXPPDUL]HVWKHJUDQWGDWHIDLU

YDOXHRIRSWLRQVDQGWKHDVVXPSWLRQVXVHGWRGHYHORSWKHIDLUYDOXHHVWLPDWHVIRURSWLRQVJUDQWHGGXULQJWKH\HDUVHQGHG

'HFHPEHUDQG

	
	
	
	<HDU(QGHG'HFHPEHU
	

	
	
	
	
	 
	
	 
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	:HLJKWHGDYHUDJHJUDQWGDWHIDLUYDOXHRIRSWLRQV
	
	
	
	
	
	
	

	5LVNIUHHLQWHUHVWUDWH
	
	
	
	

	([SHFWHGYRODWLOLW\
	
	
	
	

	([SHFWHGOLIHLQ\HDUV
	
	
	
	
	
	
	



7KH&RPSDQ\¶VHVWLPDWHRIH[SHFWHGYRODWLOLW\IRUVWRFNRSWLRQVLVEDVHGXSRQWKHYRODWLOLW\RILWVVWRFNSULFHRYHUWKH H[SHFWHGOLIHRIWKHDZDUG7KHULVNIUHHLQWHUHVWUDWHLVWKHDSSUR[LPDWH\LHOGRQ867UHDVXU\6WULSVKDYLQJDOLIHHTXDOWRWKH H[SHFWHGRSWLRQOLIHRQWKHGDWHRIJUDQW7KHH[SHFWHGOLIHLVDQHVWLPDWHRIWKHQXPEHURI\HDUVDQRSWLRQZLOOEHKHOGEHIRUHLWLV H[HUFLVHG



















)



Other Stock-Based Awards

5HVWULFWHGVWRFNXQLWDFWLYLW\GXULQJDQGZDVDVIROORZV


	
	
	
	
	
	
	
	HLJKWHG
	

	
	
	
	
	
	
	
	$YHUDJH
	

	
	
	
	1XPEHURI
	
	
	*UDQW'DWH
	

	
	
	
	6KDUHV
	
	
	)DLU9DOXH  
	

	8QYHVWHGDW-DQXDU\
	
	
	
	
	
	
	
	
	

	
	
	
	
	

	*UDQWHG
	
	
	
	
	

	&DQFHOOHG
	
	
	
	
	

	9HVWHG
	 
	
	
	
	

	8QYHVWHGDW'HFHPEHU
	
	
	
	
	
	
	
	
	

	
	
	
	
	

	*UDQWHG
	
	
	
	
	

	&DQFHOOHG
	
	
	
	
	

	9HVWHG
	 
	
	
	
	

	8QYHVWHGDW'HFHPEHU
	
	
	
	
	
	
	
	
	

	
	
	
	
	

	*UDQWHG
	
	
	
	
	

	&DQFHOOHG
	
	
	
	
	

	9HVWHG
	 
	
	
	
	

	8QYHVWHGDW'HFHPEHU
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	




3HUIRUPDQFHVWRFNXQLWDFWLYLW\GXULQJDQGZDVDVIROORZV


	
	
	
	
	
	
	HLJKWHG
	

	
	
	
	
	
	
	$YHUDJH
	

	
	
	
	1XPEHURI
	
	*UDQW'DWH
	

	
	
	
	8QLWV
	
	)DLU9DOXH  
	

	8QYHVWHGDW-DQXDU\
	
	
	
	
	
	
	
	

	
	
	 
	
	

	*UDQWHG
	
	 
	
	
	

	3HUIRUPDQFHDGMXVWPHQW
	
	 
	
	
	

	&DQFHOOHG
	
	
	 
	
	
	

	9HVWHG
	
	
	
	
	

	8QYHVWHGDW'HFHPEHU
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	*UDQWHG
	
	 
	
	
	

	3HUIRUPDQFHDGMXVWPHQW
	
	 
	
	
	

	&DQFHOOHG
	
	
	 
	
	
	

	9HVWHG
	
	
	
	
	

	8QYHVWHGDW'HFHPEHU
	
	
	
	
	
	
	
	

	
	
	 
	
	

	*UDQWHG
	
	 
	
	
	

	3HUIRUPDQFHDGMXVWPHQW
	
	 
	
	
	

	&DQFHOOHG
	
	
	
	
	

	9HVWHG
	
	
	
	
	

	8QYHVWHGDW'HFHPEHU
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	




5HVWULFWHGVWRFNXQLWDZDUGVDUHWLPHEDVHGYHVWLQJDZDUGVWKDWYHVWRYHUDSHULRGRIWKUHHRUIRXU\HDUVDQGDUHVXEMHFWWR FRQWLQXLQJVHUYLFHRIWKHHPSOR\HHRUQRQHPSOR\HHGLUHFWRURYHUWKHUDWDEOHYHVWLQJSHULRGV7KHIDLUYDOXHVRIWKHUHVWULFWHGVWRFN XQLWDZDUGVZHUHGHWHUPLQHGEDVHGRQWKHFORVLQJSULFHRIWKH&RPSDQ\¶VFRPPRQVWRFNRQWKHWUDGLQJGDWHLPPHGLDWHO\SULRUWR WKHJUDQWGDWH

3HUIRUPDQFHVWRFNXQLWVDUHJUDQWHGWRHPSOR\HHVDQGDUHVXEMHFWWR&RPSDQ\SHUIRUPDQFHFRPSDUHGWRSUHHVWDEOLVKHG WDUJHWV,QDGGLWLRQWR&RPSDQ\SHUIRUPDQFHWKHVHSHUIRUPDQFHEDVHGSHUIRUPDQFHVWRFNXQLWVDUHVXEMHFWWRWKHFRQWLQXLQJVHUYLFH RIWKHHPSOR\HHGXULQJWKHWKUHH\HDUSHULRGFRYHUHGE\WKHDZDUGV7KHSHUIRUPDQFHFRQGLWLRQIRUWKHSHUIRUPDQFHVWRFNXQLWVLV EDVHGRQWKH&RPSDQ\¶VDFKLHYHPHQWRIDQQXDOO\HVWDEOLVKHGWDUJHWVIRUGLOXWHGHDUQLQJVSHUVKDUH7KHQXPEHURIVKDUHVLVVXDEOH DWWKHHQGRIWKHDSSOLFDEOHYHVWLQJSHULRGRISHUIRUPDQFHVWRFNXQLWVUDQJHVIURPWRRIWKHWDUJHWHGXQLWVEDVHGRQWKH &RPSDQ\¶VDFWXDOSHUIRUPDQFHFRPSDUHGWRWKHWDUJHWV

7KHIDLUYDOXHVRISHUIRUPDQFHVWRFNXQLWVZHUHGHWHUPLQHGEDVHGRQWKHFORVLQJSULFHRIWKH&RPSDQ\¶VFRPPRQVWRFNRQ WKHWUDGLQJGDWHLPPHGLDWHO\SULRUWRWKHJUDQWGDWHIRUXQLWVVXEMHFWWRSHUIRUPDQFHFRQGLWLRQV




)



7UDQVDFWLRQOHJDODQGRWKHUFRVWV

7UDQVDFWLRQOHJDODQGRWKHUFRVWVUHSUHVHQWFRVWVSULPDULO\UHODWHGWROHJDODFFRXQWLQJWHUPLQDWLRQUHVWUXFWXULQJ

PDQDJHPHQWWUDQVLWLRQDFTXLVLWLRQDQGRWKHUVLPLODUFRVWV7UDQVDFWLRQOHJDODQGRWKHUFRVWVFRPSULVHGWKHIROORZLQJFRVWVIRUWKH

\HDUVHQGHG'HFHPEHUDQGLQWKRXVDQGV

	
	
	
	
	<HDU(QGHG'HFHPEHU
	
	

	
	
	
	
	
	 
	
	
	 
	
	
	

	/HJDODFFRXQWLQJDQGRWKHUDFTXLVLWLRQUHODWHGFRVWV
	
	 
	
	
	
	

	0DQDJHPHQWWUDQVLWLRQFRVWV
	
	 
	
	
	
	
	

	7HUPLQDWLRQDQGUHVWUXFWXULQJFRVWV
	
	 
	
	
	
	

	
	
	
	
	 
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	




,QFRPH7D[HV

%HQHILWIURPSURYLVLRQIRULQFRPHWD[HVIURPFRQWLQXLQJRSHUDWLRQVFRQVLVWVRIWKHIROORZLQJIRUWKHSHULRGVSUHVHQWHGLQ

WKRXVDQGV

	
	
	
	
	<HDU(QGHG'HFHPEHU
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	&XUUHQW
	
	
	
	
	
	
	
	
	
	
	
	

	)HGHUDO
	 
	  
	  
	
	
	

	6WDWH
	 
	  
	  
	
	
	

	)RUHLJQ
	 
	  
	  
	
	
	

	7RWDOFXUUHQWSURYLVLRQ
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	 
	  
	  
	
	
	

	'HIHUUHG
	
	
	
	
	
	
	
	
	
	
	
	

	)HGHUDO
	 
	 
	  
	
	
	

	6WDWH
	 
	 
	  
	
	
	

	)RUHLJQ
	 
	  
	  
	
	
	

	7RWDOGHIHUUHGSURYLVLRQ
	
	
	
	
	
	
	
	
	
	
	
	

	%HQHILWIURPSURYLVLRQIRULQFRPHWD[HV
	 
	 
	  
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	




$UHFRQFLOLDWLRQRIWKH86IHGHUDOVWDWXWRU\UDWHWRWKHHIIHFWLYHWD[UDWHLVDVIROORZVIRUWKHSHULRGVSUHVHQWHG


	
	
	
	
	<HDU(QGHG'HFHPEHU
	
	
	
	

	
	
	
	
	
	
	 
	
	
	
	
	 
	
	
	
	
	
	
	

	86IHGHUDOVWDWXWRU\UDWHRQLQFRPHEHIRUHLQFRPH
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	WD[HG
	
	
	
	
	
	

	,PSDFWRIIRUHLJQRSHUDWLRQV
	
	 
	 
	
	
	
	

	6WDWHLQFRPHWD[HVQHWRIIHGHUDOWD[HIIHFW
	
	
	
	
	
	
	
	
	

	1RQGHGXFWLEOHH[SHQVHVDQGSHUPDQHQWGLIIHUHQFHV
	
	 
	
	
	
	
	
	

	&KDQJHLQYDOXDWLRQDOORZDQFH
	
	 
	
	
	
	
	

	8QUHFRJQL]HGWD[EHQHILW
	
	 
	
	
	
	
	

	)HGHUDOWD[FUHGLWV
	
	
	
	 
	
	
	

	1RQFRQWUROOLQJLQWHUHVW
	
	
	
	 
	
	
	

	2WKHU
	
	
	
	
	
	
	
	
	

	(IIHFWLYHLQFRPHWD[UDWH
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	




)RUWKH\HDUHQGHG'HFHPEHUWKHEHQHILWIURPLQFRPHWD[HVZDVPLOOLRQUHIOHFWLQJDQHIIHFWLYHWD[UDWHRI

FRPSDUHGWRWKHSURYLVLRQIRULQFRPHWD[HVRIPLOOLRQUHIOHFWLQJDQHIIHFWLYHWD[UDWHRIIRUWKH\HDUHQGHG

'HFHPEHU7KH&RPSDQ\¶VORZHUSUHWD[UHVXOWVIRUWKH\HDU\LHOGVKLJKHUYRODWLOLW\LQWKHLWHPVLPSDFWLQJWKHHIIHFWLYH

WD[UDWHIRUWKH\HDUHQGHG'HFHPEHUZKHQFRPSDUHGWRSULRUSHULRGV











)



7KHGRPHVWLFDQGIRUHLJQFRPSRQHQWVRIORVVLQFRPHIURPFRQWLQXLQJRSHUDWLRQVEHIRUHLQFRPHWD[HVDUHDVIROORZVLQ

WKRXVDQGV

	
	
	
	
	<HDU(QGHG'HFHPEHU
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	)RUHLJQ
	 
	  
	 
	
	
	

	'RPHVWLF
	 
	 
	 
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	/RVVLQFRPHIURPFRQWLQXLQJRSHUDWLRQVEHIRUHLQFRPHWD[HV
	 
	 
	 
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	




7KHWD[HIIHFWVRIWHPSRUDU\GLIIHUHQFHVWKDWJLYHULVHWRVLJQLILFDQWSRUWLRQVRIWKHGHIHUUHGWD[DVVHWVDQGOLDELOLWLHVRIWKH &RPSDQ\DW'HFHPEHUDQG'HFHPEHUZHUHDVIROORZVLQWKRXVDQGV 
	
	
	
	
	'HFHPEHU
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	'HIHUUHGWD[DVVHWV
	
	
	
	
	
	
	
	
	
	

	1HWRSHUDWLQJORVVHVDQGWD[FUHGLW
	
	
	
	
	
	
	
	
	
	
	

	FDUU\IRUZDUGV±IHGHUDODQGVWDWH
	 
	  
	
	
	

	&DSLWDOORVVFDUU\RYHUV
	 
	  
	
	
	

	%DGGHEWDOORZDQFH
	 
	  
	
	
	

	$FFUXHGFRPSHQVDWLRQDQGVHYHUDQFH
	 
	  
	
	
	

	,QVXUDQFHUHVHUYHV
	 
	  
	
	
	

	/HDVHV
	 
	
	  
	
	
	
	

	$FFUXHGH[SHQVHV
	 
	  
	
	
	
	

	$FFUXHG'HVHUW+LOOVVHWWOHPHQW
	 
	  
	
	
	
	

	,QWHUHVWFDUU\IRUZDUG
	 
	  
	
	
	

	/HDVHULJKWRIXVHOLDELOLWLHV
	 
	  
	
	
	

	)L[HGDVVHWEDVLVGLIIHUHQFH
	 
	  
	
	
	

	2WKHUDVVHWV
	 
	  
	
	
	

	7RWDOJURVVGHIHUUHGWD[DVVHWV
	
	
	
	
	
	
	
	
	

	/HVVYDOXDWLRQDOORZDQFH
	 
	 
	
	
	

	'HIHUUHGWD[DVVHWV
	
	
	
	
	
	
	
	
	

	'HIHUUHGWD[OLDELOLWLHV
	
	
	
	
	
	
	
	
	
	

	3UHSDLGLWHPV
	 
	 
	
	
	

	$FFUXHGH[SHQVHV
	 
	
	  
	
	
	

	,QWDQJLEOHDVVHWV
	 
	 
	
	
	

	/HDVHULJKWRIXVHDVVHWV
	 
	 
	
	
	

	,QYHVWPHQWLQIRUHLJQVXEVLGLDU\
	 
	 
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	7RWDOGHIHUUHGWD[OLDELOLWLHV
	 
	 
	
	
	

	7RWDOQHWGHIHUUHGWD[DVVHWOLDELOLW\
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	




7KH&RPSDQ\UHFRUGVDYDOXDWLRQDOORZDQFHWRUHGXFHLWVQHWGHIHUUHGWD[DVVHWVWRWKHDPRXQWWKDWLVPRUHOLNHO\WKDQQRWWR EHUHDOL]HG$W'HFHPEHUDQGWKH&RPSDQ\FDUULHGDYDOXDWLRQDOORZDQFHDJDLQVWGHIHUUHGWD[DVVHWVRI PLOOLRQDQGPLOOLRQUHVSHFWLYHO\7KHVHDPRXQWVDUHSULPDULO\UHODWHGWRGHIHUUHGWD[DVVHWVUHODWHGWRWKH&RPSDQ\¶VFDSLWDO ORVVFDUU\IRUZDUGUHVXOWLQJIURPWKH8.6DOHDQGFHUWDLQVWDWHQHWRSHUDWLQJORVVHV,IWKHFDSLWDOORVVFDUU\IRUZDUGLVQRWXWLOL]HGLW ZLOOH[SLUHLQ

$VRI'HFHPEHUDQGWKH&RPSDQ\KDGQRIHGHUDOQHWRSHUDWLQJORVVFDUU\IRUZDUGV7KHIRUHLJQQHWRSHUDWLQJ ORVVFDUU\IRUZDUGVDW'HFHPEHUDQGDUHDSSUR[LPDWHO\PLOOLRQDQGPLOOLRQUHVSHFWLYHO\DQGKDYHQR H[SLUDWLRQ

7KH&RPSDQ\KDVVWDWHQHWRSHUDWLQJORVVFDUU\IRUZDUGVDW'HFHPEHUDQGRIDSSUR[LPDWHO\PLOOLRQDQG PLOOLRQUHVSHFWLYHO\7KHVHQHWRSHUDWLQJORVVFDUU\IRUZDUGVLIQRWXVHGWRRIIVHWIXWXUHWD[DEOHLQFRPHZLOOH[SLUHIURP WR,QDGGLWLRQWKH&RPSDQ\KDVFHUWDLQVWDWHWD[FUHGLWVRIPLOOLRQZKLFKZLOOEHJLQWRH[SLUHLQLIQRW XWLOL]HG

,QFRPHWD[HVUHFHLYDEOHZDVPLOOLRQDQGPLOOLRQDW'HFHPEHUDQGUHVSHFWLYHO\$W'HFHPEHU WKHPLOOLRQRILQFRPHWD[HVUHFHLYDEOHLVLQFOXGHGLQRWKHUFXUUHQWDVVHWVZKLOHDW'HFHPEHUPLOOLRQRI LQFRPHWD[HVUHFHLYDEOHZDVLQFOXGHGLQRWKHUFXUUHQWDVVHWVDQGPLOOLRQZDVLQFOXGHGLQRWKHUDVVHWVLQWKHFRQVROLGDWHG EDODQFHVKHHWV,QFRPHWD[HVSD\DEOHRIPLOOLRQDQGPLOOLRQDW'HFHPEHUDQGUHVSHFWLYHO\ZDVLQFOXGHGLQ RWKHUDFFUXHGOLDELOLWLHVLQWKHFRQVROLGDWHGEDODQFHVKHHWV



)



7KH&RPSDQ\KDVUHFRUGHGOLDELOLWLHVUHODWHGWRXQUHFRJQL]HGWD[EHQHILWVRIPLOOLRQDQGPLOOLRQDW'HFHPEHU

DQGUHVSHFWLYHO\7KHVHDPRXQWVDUHLQFOXVLYHRILQWHUHVWDQGSHQDOWLHVRIPLOOLRQDQGPLOOLRQUHVSHFWLYHO\

DQGDUHLQFOXGHGLQRWKHUOLDELOLWLHVRQWKHFRQVROLGDWHGEDODQFHVKHHWV7KHDPRXQWRIXQUHFRJQL]HGWD[EHQHILWLIUHDOL]HGWKDW

ZRXOGDIIHFWWKHHIIHFWLYHWD[UDWHLVPLOOLRQDQGPLOOLRQDW'HFHPEHUDQG'HFHPEHUUHVSHFWLYHO\$
UHFRQFLOLDWLRQRIWKHEHJLQQLQJDQGHQGLQJDPRXQWRIXQUHFRJQL]HGLQFRPHWD[EHQHILWVH[FOXVLYHRIDQ\LQWHUHVWDQGSHQDOWLHVLVDV

IROORZVLQWKRXVDQGV
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7KH&RPSDQ\DQGLWVVXEVLGLDULHVILOHLQFRPHWD[UHWXUQVLQIHGHUDODQGLQPDQ\VWDWHDQGORFDOMXULVGLFWLRQVDVZHOODVIRUHLJQ MXULVGLFWLRQV7KH&RPSDQ\PD\EHVXEMHFWWRH[DPLQDWLRQE\WKH,QWHUQDO5HYHQXH6HUYLFH³,56´IRUFDOHQGDU\HDUVWKURXJK $GGLWLRQDOO\DQ\QHWRSHUDWLQJORVVHVWKDWZHUHJHQHUDWHGLQSULRU\HDUVDQGXWLOL]HGLQWKHVH\HDUVPD\DOVREHVXEMHFWWR H[DPLQDWLRQE\WKH,56:KLOHQRIRUHLJQMXULVGLFWLRQVDUHSUHVHQWO\XQGHUH[DPLQDWLRQWKH&RPSDQ\PD\EHVXEMHFWWR H[DPLQDWLRQIRUFDOHQGDU\HDUVWKURXJK*HQHUDOO\IRUVWDWHWD[SXUSRVHVWKH&RPSDQ\¶VWKURXJKWD[\HDUV UHPDLQRSHQIRUH[DPLQDWLRQE\WKHWD[DXWKRULWLHV$WWKHGDWHRIWKLVUHSRUWWKHUHZHUHQRPDWHULDODXGLWVRULQTXLULHVWKDWKDG SURJUHVVHGVXIILFLHQWO\WRSUHGLFWWKHLUXOWLPDWHRXWFRPH

)DLU9DOXH0HDVXUHPHQWV

7KHFDUU\LQJDPRXQWVUHSRUWHGIRUFDVKDQGFDVKHTXLYDOHQWVDFFRXQWVUHFHLYDEOHRWKHUFXUUHQWDVVHWVDFFRXQWVSD\DEOHDQG

RWKHUFXUUHQWOLDELOLWLHVDSSUR[LPDWHIDLUYDOXHEHFDXVHRIWKHVKRUWWHUPPDWXULW\RIWKHVHLQVWUXPHQWV

7KHFDUU\LQJDPRXQWVDQGIDLUYDOXHVRIWKH&UHGLW)DFLOLW\6HQLRU1RWHVDQG6HQLRU1RWHVDW'HFHPEHU

DQGZHUHDVIROORZVLQWKRXVDQGV
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7KH&UHGLW)DFLOLW\6HQLRU1RWHVDQG6HQLRU1RWHVZHUHFDWHJRUL]HGDV/HYHOLQWKH*$$3IDLUYDOXH KLHUDUFK\)DLUYDOXHVZHUHEDVHGRQWUDGLQJDFWLYLW\DPRQJWKH&RPSDQ\¶VOHQGHUVDQGWKHDYHUDJHELGDQGDVNSULFHDVGHWHUPLQHG XVLQJSXEOLVKHGUDWHV

(PSOR\HH%HQHILW3ODQV

7KH&RPSDQ\PDLQWDLQVDTXDOLILHGGHILQHGFRQWULEXWLRQNSODQFRYHULQJVXEVWDQWLDOO\DOORILWVHPSOR\HHV7KH &RPSDQ\PD\DWLWVGLVFUHWLRQPDNHFRQWULEXWLRQVWRWKHSODQ7KH&RPSDQ\UHFRUGHGH[SHQVHRIPLOOLRQPLOOLRQDQG PLOOLRQUHODWHGWRWKHNSODQIRUWKH\HDUVHQGHG'HFHPEHUDQGUHVSHFWLYHO\

8.6DOH

2Q-DQXDU\WKH&RPSDQ\FRPSOHWHGWKH8.6DOHSXUVXDQWWRD6KDUH3XUFKDVH$JUHHPHQWLQZKLFKLWVROGDOORI WKHVHFXULWLHVRI$+&::-HUVH\/LPLWHGDSULYDWHOLPLWHGOLDELOLW\FRPSDQ\LQFRUSRUDWHGLQ-HUVH\DQGDVXEVLGLDU\RIWKH &RPSDQ\ZKLFKFRQVWLWXWHGWKHHQWLUHW\RIWKH&RPSDQ\¶V8.RSHUDWLRQV7KH8.6DOHUHVXOWHGLQDSSUR[LPDWHO\PLOOLRQ

RIJURVVSURFHHGVEHIRUHGHGXFWLQJWKHVHWWOHPHQWRIH[LVWLQJIRUHLJQFXUUHQF\KHGJLQJOLDELOLWLHVRIPLOOLRQEDVHGRQWKHFXUUHQW %ULWLVK3RXQGV³*%3´WR86'ROODUV³86'´H[FKDQJHUDWHFDVKUHWDLQHGE\WKHEX\HUDQGWUDQVDFWLRQFRVWV7KH&RPSDQ\ XVHGWKHQHWSURFHHGVRIDSSUR[LPDWHO\PLOOLRQH[FOXGLQJFDVKUHWDLQHGE\WKHEX\HUDORQJZLWKFDVKRQWKHEDODQFHVKHHW WRUHGXFHGHEWE\PLOOLRQGXULQJWKHILUVWTXDUWHURIDVGHVFULEHGLQ1RWH±/RQJ7HUP'HEW

$VDUHVXOWRIWKH8.6DOHWKH&RPSDQ\UHSRUWHGIRUDOOSHULRGVSUHVHQWHGUHVXOWVRIRSHUDWLRQVDQGFDVKIORZVRIWKH8. RSHUDWLRQVDVGLVFRQWLQXHGRSHUDWLRQVLQWKHDFFRPSDQ\LQJILQDQFLDOVWDWHPHQWV,Q'HFHPEHUWKH&RPSDQ\¶V8.RSHUDWLRQV PHWWKHFULWHULDWREHFODVVLILHGDVDVVHWVKHOGIRUVDOH7KHFDUU\LQJYDOXHRIWKH8.RSHUDWLRQVZDVZULWWHQGRZQWRIDLUYDOXHOHVV FRVWVWRVHOOLQWKHFRQVROLGDWHGEDODQFHVKHHWDW'HFHPEHU7KLVUHVXOWHGLQDORVVRQVDOHRIPLOOLRQZKLFK LQFOXGHVDSSUR[LPDWHO\PLOOLRQRIQRQFDVKJRRGZLOOLPSDLUPHQWUHFRUGHGZLWKLQGLVFRQWLQXHGRSHUDWLRQVLQWKH

)



FRQVROLGDWHGVWDWHPHQWRIRSHUDWLRQV'XULQJWKHILUVWTXDUWHURIDQDGGLWLRQDOPLOOLRQZDVUHFRUGHGDVDORVVRQVDOH

SULPDULO\UHVXOWLQJIURPDQLQFUHDVHLQWKH8.RSHUDWLRQVFDUU\LQJYDOXH
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'HULYDWLYHV

7KH&RPSDQ\HQWHUHGLQWRIRUHLJQFXUUHQF\IRUZDUGFRQWUDFWVGXULQJWKH\HDUHQGHG'HFHPEHULQFRQQHFWLRQZLWK FHUWDLQWUDQVIHUVRIFDVKEHWZHHQWKH86DQG8.XQGHUWKH&RPSDQ\¶VFDVKPDQDJHPHQWDQGIRUHLJQFXUUHQF\ULVNPDQDJHPHQW SURJUDPV)RUHLJQFXUUHQF\IRUZDUGFRQWUDFWVOLPLWWKHHFRQRPLFULVNRIFKDQJHVLQWKHH[FKDQJHUDWHEHWZHHQ86'DQG*%3 DVVRFLDWHGZLWKFDVKWUDQVIHUV

,QFRQMXQFWLRQZLWKWKH8.6DOHLQ-DQXDU\WKH&RPSDQ\VHWWOHGLWVFURVVFXUUHQF\VZDSOLDELOLW\DQGRXWVWDQGLQJ IRUZDUGFRQWUDFWVDVVKRZQLQLQYHVWLQJDFWLYLWLHVRQWKHFRQVROLGDWHGVWDWHPHQWRIFDVKIORZV

6XEVHTXHQW(YHQWV
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2Q-DQXDU\SXUVXDQWWRWKHWHUPVRIWKHVHWWOHPHQWDJUHHPHQWVWKH&RPSDQ\SDLGDQDJJUHJDWHDPRXQWRI PLOOLRQLQH[FKDQJHIRUWKHUHOHDVHDQGGLVFKDUJHRIDOOFODLPVDULVLQJIURPUHODWLQJWRFRQFHUQLQJRUZLWKUHVSHFWWRDOO KDUPLQMXULHVRUGDPDJHVDVVHUWHGRUWKDWPD\EHDVVHUWHGLQWKHIXWXUH

2Q-DQXDU\DODZVXLWVW\OHGCNRAG, Inc. as Legal Guardian of A.C. v. Garcia et al.1R'&9 ZDVILOHGLQWKH'LVWULFW&RXUWDOOHJLQJVLPLODUFODLPVDVWKHSUHYLRXVILYHODZVXLWVLQWKH'HVHUW+LOOV/LWLJDWLRQ7KHODZVXLWKDVQRW EHHQIRUPDOO\VHUYHG7KHZDUGLQWKLVVL[WKODZVXLWZDVUHIHUHQFHGLQSULRUFULPLQDOFKDUJHVDJDLQVW*DUFLDILYH\HDUVDJR KRZHYHUSULRUWRWKLVODZVXLWQHLWKHUWKHZDUGQRUJXDUGLDQPDGHFRQWDFWZLWKWKH&RPSDQ\DERXWDSRVVLEOHFODLP7KH&RPSDQ\

GHWHUPLQHGWKDWDODZVXLWIURPWKLVSODLQWLIIZDVXQOLNHO\EHFDXVHQRFODLPVKDGHYHUEHHQDVVHUWHGDQGWKHVWDWXWHRIOLPLWDWLRQVKDG H[SLUHG3ODLQWLII¶VDOOHJDWLRQVDVVHUWFHUWDLQFODLPVZKLFKLIWUXHPD\WROOWKHVWDWXWHRIOLPLWDWLRQV$WWKLVWLPHWKH&RPSDQ\LV QRWDEOHWRTXDQWLI\WKHXOWLPDWHOLDELOLW\LIDQ\LQFRQQHFWLRQZLWKWKLVODZVXLW1RDGGLWLRQDOYLFWLPVDUHUHIHUHQFHGLQWKHSULRU FULPLQDOFKDUJHVDJDLQVW*DUFLD

,Q-XO\WKH&RPSDQ\VLJQHGDGHILQLWLYHDJUHHPHQWWRDFTXLUHVXEVWDQWLDOO\DOORIWKHDVVHWVRI7XUQLQJ3RLQWDEHG VSHFLDOW\SURYLGHURIVXEVWDQFHXVHGLVRUGHUDQGSULPDU\PHQWDOKHDOWKWUHDWPHQWVHUYLFHVWKDWVXSSRUWVWKH6DOW/DNH&LW\8WDK

PHWURSROLWDQPDUNHW7XUQLQJ3RLQWSURYLGHVDIXOOFRQWLQXXPRIWUHDWPHQWVHUYLFHVLQFOXGLQJUHVLGHQWLDOSDUWLDOKRVSLWDOL]DWLRQDQG LQWHQVLYHRXWSDWLHQWVHUYLFHV7KHWUDQVDFWLRQFORVHGRQ)HEUXDU\

















































)






























[ This page left intentionally blank. ]



Executive Officers and Board of Directors


Reeve B. Waud

Chairman;

Founder and Managing Partner,

Waud Capital Partners



Vicky B. Gregg

Director;

Co-Founder and Partner, Guidon Partners



Christopher H. Hunter

Chief Executive Officer and Director

Heather Dixon

Chief Financial Officer


William F. Grieco

Director;

Vice President and Chief Compliance Officer,

NX Development Corporation

Managing Director, Arcadia Strategies, LLC



Brian P. Farley

Executive Vice President, General Counsel

and Secretary


Patrice A. Harris, M.D.

Director;

Co-Founder and Chief Executive Officer,

eMed Digital Healthcare



John S. Hollinsworth

Executive Vice President of Operations

Jason R. Bernhard



R. David Kelly

Director;

Founder and Managing Partner,

StraightLine Realty Partners


Director;


Managing Director, Lazard

E. Perot Bissell


Wade D. Miquelon

Director;

Founder and Partner in Playmore Holdings, LLC


Director;


Managing Partner, Egis Capital Partners, LLC

Michael J. Fucci

Director;

Retired Executive Chairman of Deloitte U.S.


Debra K. Osteen

Director;

Retired Chief Executive Officer,

Acadia Healthcare Company, Inc.








Corporate Information


Corporate Office

Acadia Healthcare Company, Inc.

6100 Tower Circle, Suite 1000

Franklin, TN 37067

(615) 861-6000

www.acadiahealthcare.com

Registrar and Transfer Agent

Broadridge Corporate Issuer Solutions, Inc.

51 Mercedes Way

Edgewood, NY 11717

(631) 254-7400



Form 10-K/Investor Contact

A copy of the Acadia Healthcare Company, Inc.

Annual Report on Form 10-K for fiscal year

2023 filed with the Securities and Exchange

Commission is available on the Company’s

website at www.acadiahealthcare.com. It is also

available (without exhibits) from the Company

at no charge. These requests and other investor

contacts should be directed to Patrick Feeley,

Senior Vice President, Investor Relations at the

Company’s corporate office.



Independent Auditors

Ernst & Young LLP

Nashville, TN


Annual Meeting

The annual meeting of stockholders will be

held on Thursday, May 23, 2024, at 9:00 a.m. (CDT)

at the Company’s corporate offices at 6100 Tower

Circle, Suite 1000, Franklin, TN.
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